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Pacific First Mortgage Fund
Directors’ report

The Directors of Trilogy Funds Management Limited (“New Responsible Entity”) (“Company”) as
Responsible Entity for the Pacific First Mortgage Fund (“Fund”) (“Group”), present their report together
with the financial report of the Fund, for the half year ended 31 December 2010 and the review report
thereon.

Directors

The Directors of the New Responsible Entity during or since the end of the interim period are:
Robert Willcocks BA, LL.B, LL.M (Appointed 9 October 2009)

Independent Non-Executive Chairman

Rodger Bacon BCom (Merit), AAICD, SFFin (Appointed 9 July 2004)

Executive Deputy Chairman

John Barry BA, ACA (Appointed 9 July 2004)

Executive Director

Trevor Gibson Dip FP, FFPAA (Appointed 14 August 2006)

Executive Director
David Hogan AFin and AFAIM (Appointed 24 January 2006, resigned 29 July 2008)

Executive Director

Rohan Butcher Grad Dip PM, BASc (QS), Registered Builder, Licensed Real Estate Agent (Appointed
29 July 2008)

Non-Executive Director

Philip Ryan LL.B, Grad Dip Leg Prac, F.Fin, FTIA (Appointed 13 October 1997)
Executive Director and Company Secretary

Nigel Chamier OAM, FAPI, FAICD, (Appointed 14 October 2009)

Independent Non-Executive Director

Review and results of operations
Fund performance

The results of the Fund’s operations and its performance were as follows:
31 Dec 2010 31 Dec 2009

Results $ $
Net profit/(loss) from operations before finance costs 5,944,312 (8,439,406)
Borrowing costs (1,321,879) (3,554,296)
Distributions payable®” - -
Change in net assets attributable to unitholders 4,622,433 (11,993,702)

Distribution — cents per unit - -

O Distributions to unitholders were suspended by the former Responsible Entity in July 2008 and
continue to be suspended. Consequently no distributions were paid or payable to unitholders during
the six months ended 31 December 2010 (31 December 2009: $0).

Return of Capital to unitholders

The Responsible Entity made a return of capital payment of $0.04 per unit to all unitholders on 7
October 2010, totalling $35,481,616. It is anticipated that next return of capital will occur during the
second quarter of the calender year.
Acquisition of property by the Group

During the period the Group acquired the management rights over a residential complex (including a
residential unit in the same complex) for which the Group holds security for a loan which is in default.



Pacific First Mortgage Fund
Directors’ report

Review and results of operations (continued)

Unitholder meeting

A meeting of unitholders was held on 1 September 2010, to vote on the following three resolutions:
1. Change the Group’s constitution to facilitate a new strategy;

2. Change the Group’s constitution to enable redemptions to be paid at net asset value as
opposed to issue price of $1.00; and

3. Amend the basis for which the New Responsible Entity is paid its management fee to 1.25% of
the net asset value of the Group.

All resolutions were not carried in favour of the majority of unitholders and were rejected accordingly.

Extension to the Fund’s Finance Facility with the CBA

On 24 August 2010, the Directors’ of the New Responsible Entity agreed terms to extend the Group’s
finance facility for a further two years with the Deed of Amendment and Restatement being executed on
14 September 2010. The facility limit was reduced to $40 million.

The key terms of the facility are as follows:

— Maximum accommodation amount made up of two segments:
e Segment 1: Core Facility of $30,000,000 (existing and fully drawn); and
e Segment 2: Acceleration Facility of $10,000,000 (undrawn).

Please note the Acceleration Facility has been granted for the purpose of facilitating
redemption payments, capital repayments, capital reduction payments and any other form of
distribution to unitholders. The Acceleration Facility has not been drawn since approval and
if drawn it is required to be repaid within 90 days. Balmain Trilogy and Trilogy have no
intentions of drawing on the acceleration facility.

— The term of the facility expires on the earliest of:
e 31 August 2012; and

o the date the CBA declares the obligations of the Group due and payable after an event
of default.

Significant events after the balance date
Hardship policy

During the period ASIC approved the Responsible Entity’s Hardship Policy. As a result the Fund’'s
constitution has been amended to facilitate its implementation. The policy enables unitholders who are
suffering from sever financial hardship to apply for redemption from the Fund. Applications will only be
considered where the unitholder is able to satisfy the criteria and requirements contained in the
Hardship Policy. Unitholders are permitted to withdrawal up to $20,000 each calender year, with
applications processed semi annually (subject to available liquidity within the Fund).

The Responsible Entity anticipates that the first hardship payment will be paid to successful applicants
in May 2011.

Litigation recovery right

The Responsible Entity has engaged IMF (Australia) Ltd to finance litigation (on the basis of a
percentage from the net proceeds of litigation) currently being undertaken on behalf of the Fund. All
unitholders have been issued with one litigation recovery right (“LRR”) for each ordinary unit held in the
Fund on 15 March 2011. As a result, 887,040,412 LRR units were issued to unitholders on 15 March
2011 for nil consideration.

The LRR is a separate and transferrable entitlement that has been created to ensure all unitholders
retain the right to their pro rata share of any net proceeds resulting from litigation being undertaken by
the Fund.
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Pacific First Mortgage Fund
Directors’ report

Significant events after the balance date (continued)
Acquisition of property by the Group

The Group acquired the management rights over a residential complex (including a residential unit in
the same complex) for which the Group holds security for a loan which is in default. It is anticipated
that the transaction will settle during the second quarter of 2011.

There have been no other matters or circumstances not otherwise dealt with in the interim report that
have significantly affected or may significantly affect the Fund.

Litigation and contingent liabilities

The Fund is party to litigation in the normal course of business which has arisen prior to the half year
end and subsequent to 31 December 2010. The Fund is party to litigation from certain borrowers and
unitholders for which the maximum amount of the contingent liability is estimated to be $81 million. The
Responsible Entity has lodged a defence to the claim and considers it will be successful in these
matters.

The Directors are not aware of any material liability likely to arise to the Fund as a result of litigation
matters.

Lead auditor’s independence declaration

The lead auditor’s independence declaration is set out on page 5 and forms part of the Directors’ report
for the six months ended 31 December 2010.

This report is made with a resolution of the Directors’ of the Responsible Entity.

. J G-,

Philip Ryan Trevor Gibson
Executive Director and Company Secretary Executive Director
21 April 2011 21 April 2011
Brisbane Brisbane






Pacific First Mortgage Fund
Interim statement of financial position
As at 31 December 2010

Notes 31 Dec 2010 30 Jun 2010
Assets $ $
Cash and cash equivalents 7,879,113 19,095,790
Receivables 4 17,112,162 15,490,608
Mortgage loans 5 357,176,908 378,146,787
Investment property 6 496,234 419,823
Total assets 382,664,417 413,153,008
Liabilities
Payables 1,055,740 685,148
Interest bearing loans 7 30,000,000 30,000,000
Total liabilities (excluding net assets attributable to unitholders) 31,055,740 30,685,148
Net assets attributable to unitholders — liability 351,608,677 382,467,860
Total liabilities 382,664,417 413,153,008

The Interim statement of financial position is to be read in conjunction with the accompanying Notes to the interim

financial statements.
6



Pacific First Mortgage Fund
Interim statement of comprehensive income
For the six months ended 31 December 2010

Revenue

Interest income - cash and cash equivalents
Interest revenue — mortgage loans
Investment — rent

Other

Total revenue

Expenses

Impairment losses

Investment — expenses

Other expenses

Responsible Entity management fees
Operating expenses before finance costs

Profit/(loss) from operating activities before finance costs

Finance costs

Borrowing costs

Total finance costs

Profit/(loss) attributable to unitholders

Other comprehensive income/(expense)
Other comprehensive income/(expense)
Total other comprehensive income/(expense)

Notes 31 Dec 2010 31 Dec 2009
$ $

587,197 149,209

16,497,363 22,675,168

6,149 -

- 39,213

17,090,709 22,863,590

45  (6,827,077)

(26,047,335)

(4,391) -
(1,416,311) (750,013)

9 (2,898,618)  (4,505,648)
(11,146,397)  (31,302,996)
5,944,312  (8,439,406)
(1,321,879)  (3,554,296)
(1,321,879)  (3,554,296)
4,622,433 (11,993,702)
4,622,433 (11,993,702)

The Interim statement of comprehensive income is to be read in conjunction with the accompanying Notes to the
interim financial statements.
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Pacific First Mortgage Fund

Interim statement of changes in net assets attributable to unitholders
For the six months ended 31 December 2010

At 1 July 2009

Change in net assets attributable to unitholders
Application for units

Redemption of units

At 31 December 2009

Change in net assets attributable to unitholders
Application for units

Redemption of units

At 30 June 2010

Change in net assets attributable to unitholders
Application for units

Redemption of units

Return of capital®”

At 31 December 2010

The Constitution provides for a unit price of $1.00 per unit. The net assets per units are:

Cents per unit 30 June 2009
Cents per unit 31 December 2009
Cents per unit 30 June 2010
Cents per unit 31 December 2010

No of units

887,040,412

$

426,242,960
(11,993,702)

887,040,412

414,249,258
(31,781,398)

887,040,412

382,467,860
4,622,433

(35,481,616)

887,040,412

351,608,677

$
0.48
0.47
0.43
0.40

®  Represents a return of capital to unitholders of $0.04 per unit which was paid on 7 October 2010.

No units were redeemed.

The Interim statement of changes in net assets attributable to unitholders is to be read in conjunction with the
accompanying Notes to the interim financial statements.
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Pacific First Mortgage Fund
Interim statement of cash flows

For the six months ended 31 December 2010

Cash flows from operating activities
Interest received - mortgage loans
Distributions and interest received - other
Management fees and other expenses paid
Borrowing costs paid

Net cash flows used in operating activities

Cash flows from investing activities

Mortgage loan funds advanced

Mortgage loan funds repaid

Acquisition of investment property

Net cash flows provided by investing activities

Cash flows from financing activities
Proceeds from borrowings

Repayment of borrowings

Return of capital to unitholders

Net cash flows used in financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents as at 1 July
Cash and cash equivalents at 31 December

31 Dec 2010 31 Dec 2009
$ $

930,740 1,815
638,035 190,638
(3,588,674)  (5,033,187)
(1,584,415)  (4,658,809)
(3,604,314)  (9,499,543)
(9,770,410)  (10,042,809)
37,714,317 36,593,534
(74,654) -
27,869,253 26,550,725
- (8,500,000)
(35,481,616) -
(35,481,616)  (8,500,000)
(11,216,677) 8,551,182
19,095,790 9,281,433
7,879,113 17,832,615

The Interim statement of cash flows is to be read in conjunction with the accompanying Notes to the interim

financial statements.
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Pacific First Mortgage Fund
Notes to the interim financial statements
For the six months ended 31 December 2010

Note 1. Reporting entity

The Pacific First Mortgage Fund (“Fund”) (“Group”) is a registered managed investment scheme under
the Corporations Act 2001 (“Act”). The Fund was constituted on 23 June 1998 and will terminate on 23
June 2078 unless terminated in accordance with the Constitution. The interim financial report of the
Fund is for the six months ended 31 December 2010.

Note 2. Basis of preparation

Statement of compliance

The Interim financial report is a general purpose financial report which has been prepared in
accordance with AASB 134 Interim Financial Reporting and the Act.

The Interim financial report does not include all of the information required for a full annual financial
report, and should be read in conjunction with the annual financial report of the Fund as at and for the
year ended 30 June 2010.

The Interim financial report was authorised for issue by the Directors’ of the Responsible Entity on 21
April 2011.

Going concern

The Interim financial report has been prepared on a going concern basis, which contemplates the
continuation of normal business operations and the realisation of assets and settlement of liabilities in
the normal course of business.

During the six months ended 31 December 2010:

e Certain parties who had borrowed from the Fund were unable to repay or refinance existing
mortgage loans due for repayment during the period, resulting in expected cash inflows to the
Fund not being received as anticipated;

e Asdisclosed in Notes 4 and 5, the Fund recognised further impairment losses of $6,827,077;

e On 24 August 2010, the Directors’ of the New Responsible Entity agreed terms to extend the
Group’s finance facility for a further two years with the Deed of Amendment and Restatement
being executed on 14 September 2010. The facility limit was reduced to $40 million.

The key terms of the facility are as follows:

— Maximum accommodation amount made up of two segments:
e Segment 1: Core Facility of $30,000,000 (existing and fully drawn); and
e Segment 2: Acceleration Facility of $10,000,000 (undrawn).

Please note the Acceleration Facility has been granted for the purpose of facilitating redemption
payments, capital repayments, capital reduction payments and any other form of distribution to
unitholders. The Acceleration Facility has not been drawn since approval and if drawn it is
required to be repaid within 90 days. Balmain Trilogy and Trilogy have no intentions of drawing
on the acceleration facility.

— The term of the facility expires on the earliest of:

e 31 August 2012; and

e the date the CBA declares the obligations of the Group due and payable after
an event of default.
The Directors of the Responsible Entity have prepared the interim financial report on the going concern
basis, as it is their intention to:
e Make periodic returns of capital offers to all unitholders at times when there are sufficient funds
available to do so, in accordance with the Act.

The Responsible Entity has prepared cash flow projections that support the Fund’s ability to meet debt
repayments and fund all other costs associated with the operation of the Fund.
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Pacific First Mortgage Fund
Notes to the interim financial statements
For the six months ended 31 December 2010

Note 2. Basis of preparation (continued)

Going concern (continued)
To continue as a going concern, it will be necessary for the Fund to:
e Continue the existing finance arrangements with its financier; and
¢ Realise sufficient cash funds from the repayment, refinancing or sale of mortgage loans to:
- Return capital to unitholders; and
- Fund all other costs associated with the operation of the Fund.

In the absence of these matters being successful there exists a material uncertainty that may cast
significant doubt on the Fund’s ability to continue as a going concern and, therefore, be unable to
realise its assets and discharge its liabilities in the ordinary course of business.

Note 3. Estimates

The preparation of the interim financial report requires management to make judgements, estimates
and assumptions that affect the application of the accounting policies and the reported amounts of
assets and liabilities, income and expenses. Actual results may differ from these estimates.

Except where stated below, in preparing this Interim financial report, the significant judgements made
by management in applying the Fund’'s accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the Annual financial report as at and for the year
ended 30 June 2010.

¢ Note 2 — Going concern;

e Note 4 — Impairment losses (interest receivable);
¢ Note 5 — Impairment losses (mortgage loans);

¢ Note 10 — Credit risk (financial instruments);and
e Note 11 — Litigation and contingent liabilities

Note 4. Receivables 31 Dec 2010 30 Jun 2010
$ $

Interest receivable — mortgages 122,896,825 115,918,438
Impairment losses (105,832,026) (100,616,160)
17,064,799 15,302,278

Interest receivable — other 37,087 77,176
Other receivables 10,276 111,154

17,112,162 15,490,608

Impairment losses

At 31 December 2010, as part of the financial reporting procedures the Responsible Entity recorded
impairment losses in respect of interest receivable of $12,818,210 (31 December 2009: $5,485,545)
for the period. During this period the repayment of 4 mortgage loans resulted in realised impairment
losses of $7,602,344 (31 December 2009: $63,052) in respect of interest receivable.
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Pacific First Mortgage Fund
Notes to the interim financial statements
For the six months ended 31 December 2010

Note 4. Receivables (continued)

In assessing whether interest receivable may be impaired, the Responsible Entity considerations
included but were not limited to:

Valuations of security properties completed by registered valuers;

Appraisals from real estate agents;

Actual sale prices realised on completed projects;

Recent offers to purchase security properties arising out of marketing campaigns;
Current and forecast market conditions;

Status of individual loans; and

Estimated time to realise mortgage loans and interest receivable.

These impairment losses represent estimates of losses that may be incurred based on a number of
assumptions including amounts that may be received upon repayment or sale of the security property
and the period until funds are returned. In the current economic conditions there is uncertainty as to
the amount that could be realised on the sale of security properties, and the time it may take to achieve
a sale. Accordingly, actual impairment losses incurred may differ significantly from these estimates.

The Responsible Entity considers that, based on evidence available as at 31 December 2010, all
interest on remaining mortgage loans should be recovered in full and accordingly no further impairment
losses have been recorded.

Property markets

The ongoing volatility in Australia’s property markets may negatively impact asset values in the future.
However, these financial statements set out the financial position as at the reporting date based on
available evidence and accounting estimates.

Note 5. Mortgage loans 31 Dec 2010 30 Jun 2010
(a) Held directly $ $
Mortgage loans 710,559,502 744,933,947
Impairment losses (353,382,594) (366,787,160)

357,176,908 378,146,787

O All loans are secured by registered first and/or second mortgages and secured over real property in
Australia.

Impairment losses

At 31 December 2010, as part of the financial reporting procedures the Responsible Entity recorded a
reversal of net impairment losses in respect of mortgage loans of $5,991,133 (31 December 2009: loss
$20,561,790) for the period. During the period the repayment of 4 mortgage loans resulted in realised
impairment losses of $7,413,433 (31 December 2009: $1,018,101) in respect of mortgage loans.

12



Pacific First Mortgage Fund
Notes to the interim financial statements
For the six months ended 31 December 2010

Note 5. Mortgage loans (continued)
(a) Held directly (continued)

In assessing whether mortgage loans may be impaired, the Responsible Entity considerations included
but were not limited to:

Valuations of security properties completed by registered valuers;

Appraisals from real estate agents;

Actual sale prices realised on completed projects;

Recent offers to purchase security properties arising out of marketing campaigns;
Current and forecast market conditions;

Status of individual loans; and

Estimated time to realise mortgage loans and interest receivable.

These impairment losses represent estimates of losses that may be incurred based on a number of
assumptions including amounts that may be received upon repayment or sale of the security property
and the period until funds are returned. In the current economic conditions there is uncertainty as to the
amount that could be realised on the sale of security properties, and the time it may take to achieve a
sale. Accordingly, actual impairment losses incurred may differ significantly from these estimates.

Property markets

The ongoing volatility in Australia’s property markets may negatively impact asset values in the future,
however, these financial statements set out the financial position as at the reporting date based on
available evidence and accounting estimates.

(b) Co-lending arrangements

The Fund had an agreement with an institutional investor which was previously referred to by the
Former Responsible Entity as a co-lending agreement. The agreement provided that the institutional
investor lend approximately $100 million to borrowers on existing first mortgages held by the Fund and
new first mortgages. The institutional investor became a joint first mortgage lender with the Fund
however a priority agreement has the effect of pushing the Fund into a second-ranking mortgage
position. Consequently the Institutional Investor has first priority and its security ranks ahead of the
Fund.

As at 31 December 2010, the institutional investor had lent $42.1 million (30 June 2010: $42.1 million)
on two separate loans.

Note 6. Investment property 31 Dec 2010 30 Jun 2010
$ $

Residential apartments®” 459,580 419,823
Residential complex — management rights® 36,654 -
496,234 419,823

O The Group acquired residential apartments to maximise returns to unitholders on realisation of
mortgage loans. A deposit has been paid to acquire another unit in the complex totalling $32,607
during the period. Settlement is anticipated to occur in March 2011.

® A deposit has been paid to acquire the management rights of the entire residential complex, via a
wholly owned subsidiary of the Fund, King Tide Management Pty Limited.

13



Pacific First Mortgage Fund
Notes to the interim financial statements
For the six months ended 31 December 2010

Note 7. Interest bearing loans 31 Dec 2010 30 Jun 2010
Finance facility (Commercial bills) $ $
Multi option facility 30,000,000 30,000,000

30,000,000 30,000,000

Total facilities available:

Facilities utilised at reporting date 30,000,000 30,000,000
Unutilised facilities at reporting date 10,000,000 -
Total facilities 40,000,000 30,000,000

The Former Responsible Entity established a finance facility with the CBA for the Fund. The facility is
secured by a fixed and floating charge over the assets of the Fund, providing the financier with first
priority over Fund assets.

On 24 August 2010, the Directors’ of the New Responsible Entity agreed terms to extend the Group’s
finance facility for a further two years with the Deed of Amendment and Restatement being executed on
14 September 2010. The facility limit was reduced to $40 million.

The key terms of the facility are as follows:

— Maximum accommodation amount made up of two segments:
e Segment 1: Core Facility of $30,000,000 (existing and fully drawn); and
e Segment 2: Acceleration Facility of $10,000,000 (undrawn).
Please note the Acceleration Facility has been granted for the purpose of facilitating
redemption payments, capital repayments, capital reduction payments and any other form of
distribution to unitholders. The Acceleration Facility has not been drawn since approval and
if drawn it is required to be repaid within 90 days. Balmain Trilogy and Trilogy have no
intentions of drawing on the acceleration facility.

— The term of the facility expires on the earliest of:
e 31 August 2012; and
¢ the date the CBA declares the obligations of the Group due and payable after an event

of default.

The drawn amount of the facility as at 31 December 2010 was $30,000,000 (30 June 2010:
$30,000,000), and had an average variable interest rate of 7.75% p.a. (30 June 2010: 7.82% p.a.).

Note 8. Commitments

As at 31 December 2010, the Fund had no contractual commitments for additional mortgage loan
funding (30 June 2010: $0), being the difference between the total of mortgage loan facilities approved
and total loans drawn.

Subject to any approvals required under the CBA facility, monies may also be advanced or otherwise
made available to facilitate the completion of existing developments or the sale of assets of the Fund.
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Pacific First Mortgage Fund
Notes to the interim financial statements
For the six months ended 31 December 2010

Note 9. Related party transactions

As there has been a material change in related parties, certain related party transactions with the
Responsible Entity have been disclosed below.

The Responsible Entity provides management, investment accounting and administrative services to
the Fund. All costs associated with the provision of these services are paid by their respective entities
and not that of the Fund. All transactions are conducted on normal commercial terms and conditions.

(a) Total amounts paid to the Responsible Entity are as follows:

Transactions recorded in the Interim statement of comprehensive 31 Dec 2010 31 Dec 2009

income

$ $
Total management fees paid/payable (2,898,618) (4,505,648)
Expenses reimbursed (4,505) (9,914)
Total fees paid/payable to the Responsible Entity (2,903,123) (4,515,562)
Balances recorded in the Interim statement of financial position 31 Dec 2010 30 Jun 2010

$ $
Trade and other payables 557,498 260,067
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Pacific First Mortgage Fund
Notes to the interim financial statements

For the six months ended 31 December 2010
Note 9. Related party transactions (continued)

(b) Related party loans

During the period the Fund advanced the following loan amounts to entities associated with the Former Responsible Entity or its subsidiaries, prior to

impairment losses:

Loans with associated entities Former Loan balance Funds Repayments Interest Interest rate
Responsible advanced made during paid/payable
Entity during the the period
ownership period
interest
31 Dec 2010 % $ $ $ $ %
Marina Cove Pty Ltd 30.60 129,339,157 363,551 - 5,853,567 9.00
Lake Views Estates Pty Ltd 15.30 51,981,670 78,464 - 2,356,289 9.00
SP Marina Pty Ltd 50.00 23,617,886 1,519,463 - 1,024,722 9.00
Sunrise Waters Unit Trust 50.00 24,027,417 148,936 - 1,084,912 9.00
Grande Pacific Syndicate 1 50.00 54,098,923 300,000 - 2,441,959 9.00
Grande Pacific Syndicate 2 50.00 25,095,414 316,803 - 1,128,207 9.00
308,160,467 2,727,217 - 13,889,656
30 Jun 2010
Marina Cove Pty Ltd 30.60 128,975,606 2,311,095 - 11,562,930 9.00
Lake Views Estates Pty Ltd 15.30 51,903,206 94,801 - 4,664,467 9.00
SP Marina Pty Ltd 50.00 22,098,423 5,466,500 43,190 1,688,647 9.00
Sunrise Waters Unit Trust 50.00 23,878,481 304,708 - 2,127,314 9.00
Grande Pacific Syndicate 1 50.00 53,798,923 72,964 2,063,869 4,971,437 9.00
Grande Pacific Syndicate 2 50.00 24,778,611 11,000 - 2,229,397 9.00
305,433,250 8,261,068 2,107,059 27,244,192
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Note 9. Related party transactions (continued)

(b) Related party loans (continued)

The Fund recorded a reversal of impairment losses of $205,436 during the period (30 June 2010:
$57,944,369) in respect of mortgage loans and interest receivable owing from related parties of the
Former Responsible Entity (refer Notes 6 and 7).

Terms and conditions of transactions with related parties

All related party transactions are made in arm length transactions on normal commercial terms and
conditions. There have been no guarantees provided or received for any related party receivables.
Note 10. Financial risk

The fund’s financial risk management objectives and policies are consistent with that disclosed in the
Annual financial report as at and for the year ended 30 June 2010.

Credit Risk
Loans secured by property at Martha Cove Victoria

As at 31 December 2010, the Fund had the following mortgage loans and interest receivable, after
impairment losses, secured by registered first and second mortgages over land situated at Martha
Cove, Victoria. The recoverability of these loans are supported by independent valuations, appraisals
from real estate agents, actual sales prices realised and estimates from management in relation to the
fair value of the security property on an orderly realisation basis.

31 Dec 2010 30 Jun 2010

$ $

Owing by Marina Cove Pty Ltd 63,175,603 56,960,920
Owing by other parties 77,083,183 84,099,862
140,258,786 141,060,782

The Fund recorded impairment losses of $670,455 (30 June 2010: $114,243,916) in respect of
mortgage loans and interest receivable secured by registered first and second mortgages over land
situated at Martha Cove, Victoria as outlined in Notes 6 and 7.

Marina Cove Pty Ltd (Receiver and Manager Appointed) is a 100% owned controlled entity of CP1
Limited (Receiver and Manager Appointed) and the owner of a property development at Martha Cove,
which is the mortgage security for the loans and interest receivable noted above. In addition to Marina
Cove Pty Ltd (Receiver and Manager Appointed) there are several other development companies with
interests in property at Martha Cove, certain of these development companies, have sourced financing
from other financiers and have provided mortgage security over property located at Martha Cove.

CP1 Limited (Receiver and Manager Appointed), Marina Cove Pty Ltd (Receiver and Manager
Appointed) and certain other development companies with interests in property at Martha Cove are in
breach of finance facilities provided by the Fund and/or other financiers. In addition, certain of these
companies have been placed into external administration and/or receivership.

As large parts of Martha’s Cove are controlled by other lenders the realisable value of the Fund’s
security property located at Martha Cove, securing loans and interest receivable totalling $140,258,786
at 31 December 2010 (30 June 2010: $141,060,782) may be significantly reduced in the event that the
other lenders force the realisation of properties at Martha Cove at significantly lower values than the
amounts used by the New Responsible Entity in assessing the recoverability of the loans of the Fund
secured by property at Martha Cove.

The independent valuations have assumed a progressive sale of the assets over a reasonable period
taking into account an estimate of the markets ability to absorb sales. If sales were made at a greater
rate or if they were sold in multiple lots then the value realised could be significantly less. If the whole
project as it stands were sold in one line to a developer, they would seek a significant return on their
investment which could lead to a sale at a substantial discount to the valuations that the properties are
currently being carried at in the Interim financial report.
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Note 11. Litigation and contingent liabilities

The Fund is party to litigation in the normal course of business which has arisen prior to the half year
end and subsequent to 31 December 2010. The Fund is party to litigation from certain borrowers and
unitholders for which the maximum amount of the contingent liability is estimated to be $81 million. The
Responsible Entity has lodged a defence to the claim and considers it will be successful in these
matters.

The Directors are not aware of any material liability likely to arise to the Fund as a result of litigation
matters.

Note 12. Events subsequent to reporting date

Hardship policy

During the period ASIC approved the Responsible Entity’s Hardship Policy. As a result the Fund’s
constitution has been amended to facilitate the implementation of the Hardship Policy. The policy
enables unitholders who are suffering from sever financial hardship to apply for redemption from the
Fund. Applications will only be considered where the unitholder is able to satisfy the criteria and
requirements contained in the Hardship Policy. Unitholders are permitted to withdrawal up to $20,000
each calender year, with applications processed semi annually (subject to available liquidity within the
Fund.

The Responsible Entity anticipates that the first hardship payment will be paid to successful applicants
in May 2011.

Litigation recovery right

The Responsible Entity has engaged IMF (Australia) Ltd to finance litigation (on the basis of a
percentage from the net proceeds of litigation) currently being undertaken on behalf of the Fund. All
unitholders have been issued with one litigation recovery right (“LRR”) for each ordinary unit held in the
Fund on 15 March 2011. As a result, 887,040,412 LRR units were issued to unitholders on 15 March
2011 for nil consideration.

The LRR is a separate and transferrable entitlement that has been created to ensure all unitholders
retain the right to their pro rata share of any net proceeds resulting from litigation being undertaken by
the Fund.

Acquisition of property by the Group

The Group acquired the management rights over a residential complex (including a residential unit in
the same complex) for which the Group holds security for a loan which is in default. It is anticipated
that the transaction will settle during the second quarter of 2011.

There have been no other matters or circumstances not otherwise dealt with in the interim report that
have significantly affected or may significantly affect the Fund.
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Pacific First Mortgage Fund
Directors’ declaration

In the opinion of the directors of Trilogy Funds Management Limited, New Responsible Entity of Pacific
First Mortgage Fund (“the Fund”):

(a) the financial statements and notes, set out on pages 6 to 18 are in accordance with the
Corporations Act 2001, including;

(i) giving a true and fair view of the Fund’s financial position as at 31 December 2010 and of its
performance, for the six months ended on that date; and

(i) complying with Australian Accounting Standard AASB 134 Interim Financial Reporting and the
Corporations Regulations 2001 (“Act™);

(b) there are reasonable grounds to believe that the Fund will be able to pay its debts as and when
they become due and payable.

Signed in accordance with a resolution of the Directors.

(e I Gaonn.

Philip Ryan Trevor Gibson
Executive Director and Company Secretary Executive Director
21 April 2011 21 April 2011
Brisbane Brisbane
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The existence of these material uncertainties casts significant doubt about the recoverability of the

value of the Fund’s mortgage loan assets secured by property located at Martha Cove, Victoria, which
total $140,258,786 at 31 December 2010 (30 June 2010: $141,060,782).

BDO Audit (QLD) Pty Ltd

7S
Py
Paul Gatlagher

Director

Brisbane, 21 April 2011
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