
 

 

 

26 April 2016     
 
 
 
 
 
 
 
Dear Unitholder,  
 
PACIFIC FIRST MORTGAGE FUND UPDATE 
 
Sullivan & Ors 
In our last quarterly update we reported that Justice Wigney had awarded judgment in favour of the 
Pacific First Mortgage Fund (the Fund) against the former directors and officers of City Pacific Limited for 
breaching Section 601FD of the Corporations Act in relation to one loan (see below). The judgment 
awarded the Fund was $37.214 million in compensation, with interest to be determined at a directions 
hearing in March 2016. The final orders on both compensation and accrued interest were heard on the 2 
March 2016 and details are as follows: 
 

• Philip Sullivan and Stephen McCormick are jointly and severally liable to pay 
$62,947,486.86 to the Fund and; 

• Thomas Swan and Ian Donaldson are jointly and severally liable to pay $10,565,042.52 
to the Fund. 

 
This brings the total awarded to the Fund to $73.5 million in compensation and interest. As anticipated, 
an appeal has been lodged by the former directors of City Pacific Limited, and a stay of execution of 
final orders was filed. Mr McCormick has indicated that he will not appeal the final orders and 
consequently a demand for payment has been served upon him.  As for the other directors, demands 
for payment cannot be made until stays for execution have been lifted. The next scheduled hearing is 
listed for 27 May 2016. 
 
KPMG  
As previously advised, a claim against KPMG was filed in September 2014 in the Federal Court relating to 
their role as compliance plan auditor of the Fund. There have been numerous deliberations with both 
parties with a mediation hearing expected next month. 
 
Litigation against the Fund 
There have been a number of actions brought against the Fund by aggrieved borrowers.  The majority of 
these claims have been unsubstantiated and have either fallen away or been satisfactorily concluded. 
However, one claim remains in which a borrower of the Fund alleges that it did not receive funding 
promised from City Pacific and in turn was unable to fulfil its obligations under a contract with another 
party.  
 
The claim seeks $5 million plus interest and coverage of legal fees from the Fund. The Fund’s lawyers 
have been successful in obtaining an order for security of costs from the claimant before it can further 
progress. Until the claim has been finalised, the Fund will need to retain appropriate cash reserves to fulfil 
any financial obligations for which it may become liable. 
  



 

 

 

 

 
 

 
 
 

 
 
Other Fund Matters  
 
The Fund has received the final residual settlement payment from the law firm Minter Ellison Gold Coast. 
The terms of the settlement agreement were required to be confidential, and thus we are unable to 
confirm the amount the Fund received. However, the Fund collectively holds $15.5 million in cash assets. 
The Fund is currently waiting to ascertain the outcomes of all current litigation action before it proceeds 
with making any further payments to unitholders. Our commitment to unitholders is to ensure available 
surplus funds are paid when practically available.  
 
We do at times receive queries from unitholders regarding when the Fund is expected to be wound up. 
At this time, we are unable to confirm a date as all litigation issues need to be finalised before the 
process to wind the Fund up can commence. When the Fund is able to be wound up, relevant 
information will be issued to assist unitholders with taxation for the relevant tax year at the conclusion of 
the wind up. 
 
We will continue to update investors quarterly via email to reduce the costs of postal communication 
attributable to the Fund. We encourage you to keep your email current, and to update your 
communication preference from post to email if you have regular access to a computer and an email 
address. Updates can also be viewed on the Fund’s website and forms can be downloaded to update 
unitholder details at www.balmaintrilogy.com.au.  
 
Should you have any further queries with your holding or the Fund, please contact Investor Relations on 
1800 194 500 or email investorrelations@trilogyfunds.com.au. 
 
Yours sincerely, 
 
 
 
 
Andrew Griffin    Rodger Bacon 
Joint Chief Executive   Joint Chief Executive 
 
Disclaimer: The information provided herein is provided by Trilogy Funds Management Limited ACN 080 383 679 (Trilogy Funds), AFS 
Licence 261425 in its capacity as Responsible Entity of the Pacific First Mortgage Fund ARSN 088 139 477 (Fund). The information 
contained herein is of a general nature and does not constitute financial product advice. This update has been prepared without 
taking into account any person’s objectives, financial situation or needs. Because of that, each person should, before acting on this 
update, consider its appropriateness, having regard to their own objectives, financial situation and needs. The information contained 
in this update is current as at the date of this update and is subject to change without notice. Past performance is not an indicator of 
future performance.  Investment in the Fund is subject to investment risk, including possible delays in payment and loss of income and 
principal invested. Neither Trilogy Funds nor its associates, related entities or directors guarantee the performance of the Fund or the 
repayment of monies invested. 


