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RESPONSIBLE ENTITY’S REPORT

The directors of First Mortgage Managed Investments Limited (“the Responsible Entity™), the
Responsible Entity of First Mortgage Investments (“the Scheme’), present their report together with the
financial report of the Scheme, for the year ended 30 June 2018 and the auditor’s report thereon.

Responsible Entity

The registered office and principal place of business of the Responsible Entity and the Scheme is 11 West

Street, Burleigh Heads, and Queensland.

First Mortgage Managed Investments Limited (ABN 39 089 507 899) has been the Responsible Entity of

the Scheme since 15 September 1999,

The directors of First Mortgage Managed Investments Limited during or since the end of the financial

year are;

Name, qualifications and
independence status

Age

Experience, responsibilities and other
directorships

Michael Boyce

56

Michael Boyce has over 30 years” experience in
operating and managing the provision of mortgage
finance.

Michael is also a solicitor of the Supreme Court of
Queensland and New South Wales and has
completed his Diploma of Mortgage Lending. His
main responsibilities are specialist knowledge in
the administration and management of the fund.

Karen Scott

47

Karen Scott has over 20 years of expenence in the
morigage industry. Karen's involvement is
predominantly with investing clients and investor
portfolios. Karen has completed a Diploma of
Mortgage Lending with the Securities Institute of
Australia.

Megan Boyce

Megan commenced employment with the Manager,
First Mortgage Investments Pty Lid, in 2011 and
holds a Bachelor of Business degree. Megan has
also completed a Certificate IV in Financial
Services and a Diploma of Finance Mortgage
Broking Management.

Megan’s responsibilities include all aspects of pre-
settlement requirements and assisting with risk
management analysis.
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RESPONSIBLE ENTITY’S REPORT
Principal activities
The Scheme is a registered managed investment scheme domiciled in Australia.

The investment activities of the Scheme continued to be in accordance with the investment policy of the
Scheme as outlined in the current product disclosure statement.

The Scheme is a contributory mortgage investment scheme investing in first mortgages over freehold
property in Australia. It is designed to allow investors to select individual investments from a range of
approved mortgage products at agreed terms and at agreed rates of interest.

The Scheme did not have any employees during the year.

Review and result of operations

The Scheme’s net income from operations before financing costs for the current year was $4,828,876
(2017: $3,891,382)

Distributions

The rate of distribution paid to each investor is set at the {ime of entering into the mortgage investment. The
distribution rates ranged [rom 6.50% to 7.25% per annum from I August 2016. Prior to 1 August 2016,
distribution rates ranged from 7.00% to 7.75% per annum.

Distributions paid or payable by the Scheme since the end of the previous financial year were $4,828,876
(2017: $3,891,382).

Investors Funds - liability

The Scheme received $23,388,000 of investor funds during the financial year (2017: $17,640,100), while
$13,671,757 was withdrawn (2017: $6,267,278), resulting in a balance of investors” funds of $70,895,470 as
at 30 June 2018 (2017: $61,179,227).

The Scheme had total assets valued at $74,146,272 as at 30 June 2018 (2017: $63,789,554). The basis for
measurement of the Scheme's assets is disclosed in Note 2 to the financial statements.

As the Scheme is a contributory mortgage scheme, the liability to investors by the Scheme is limited to the
extent of their interest in specific mortgage loans and receivables, which have been included as assets of the
Scheme.
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RESPONSIBLE ENTITY'S REPORT
Likely developments
The Scheme will continue to pursug its policy of increasing returns through active investment selection.
Environmental Regulation

The Scheme’s operations are not subject to any significant regulation under Commonwealth, State or
Territory legisiation.

Events subsequent to balance date

There has not arisen in the interval between the end of the financial year and the date of this report any item,
transaction or event of a material and unusual nature likely, in the opinion of the Responsible Entity, to affect
significantly the operations of the Scheme, the results of those operations, or the state of affairs of the
Scheme, in future financial years.

Interests of the Responsible Entity

The following fees were paid by the Scheme to the Responsible Entity and its associates during the financial
year:

2018 2017
$ $

®  Management fees for the year, paid and payable to First
Mortgage Investments Pty Ltd by the Scheme under the terms
of the Service Agreement between that company and the
Responsible Entity, net of reduction or increment in
management fee to offset impairment losses or reversal of
impairment. For the years ended 30 June 2018 and 30 June
2017, there was no adjustment to the management fee.

2,904,382 2,192,930

Management fees are utilised by First Mortgage Investments Pty Ltd (o pay for services provided to the
Scheme as follows:

accounting and audit services;
corporate lawyer’s services;
loan recovery expenses;
insurance premiums;

licences and registrations;
general office expenses; and
promotion and marketing.
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RESPONSIBLE ENTITY’S REPORT

Interests of the Responsible Entity {cont.)

Associates of the Responsible Entity had $14,275,650 (2017 $11,453,650) invested in the Scheme at year-
end on normal terms and conditions.

Significant changes in the state of affairs

In the opinion of the Responsible Entity there were no significant changes in the state of affairs of the
Scheme that occurred during the financial year.

Indemnities and insurance premiums for Officers or Aunditors

Indemnification

Under the Scheme constitution the Responsible Entity, including its officers and employees, is indemnitied
out of the Scheme’s assets for any loss, damage, expense or other liability incurred by it in properly
performing or exercising any of its powers, duties or rights in relation to the Scheme.

The Scheme has not indemnified any auditor of the Scheme.

Insurance premiums

No insurance premiums are paid out of the Scheme’s assets in relation to insurance cover for the Responsible
Entity, its officers and employees, the Compliance Committee or the auditors of the Scheme.

Lead auditor’s independence declaration under Section 307C of the Corporations Act 2001

The lead auditor’s independence declaration is set out on page 5 and forms part of the Responsible Entity’s
report tor the year ended 30 June 2018.

Signed in accordance with a resolution of the directors of First Mortgage Managed Investments Limited.

Karen Scott
Director

Burleigh Heads
Date: 13 September 2018



KPME

| ad Auditor's Independence Decliaration under
Section 3076 of the Corparations Act 2001

To: the directors of First Mortgage Maraged Investments Limited, the Responsible Entity of First Mortgage
Investments.

| declare that, to the best of my knowledge and belief, in relation to the audit for the financial year ended
30 June 2018 there have been:

* no contraventions of the auditor independance requirements as set out in the Corporations Act 2007 in
relation to the sudit; and

e no contraventions of any applicable code of professional conduct in relation to the audit.

VP

KPMG

%

JJ Frazer
Partner

Burleigh Heads
13 September 2018

KPMG, en Australian partnership and a member firm Liatnlity hrmrted by a scheme
of the KPMG network of independent member firms approved under Professional
affiliated with KPMG International Cocperative Standards Legislation.

["KPMG International”), 3 Swiss entity.
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STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2018

Note 2018 2017
3 $

Assets
Cash and cash equivalents 7a 1,562,616 1,786,025
Interest receivable 8 2,159,290 1,336,663
Mortgage loans 8 70,424,366 60,663,866
Total assets 74,146,272 63,789,554
Liabilities
Distribution payable 9 198,798 176,733
Manager fees payable 10 (,393,982 596,417
Mortgage bonds 883,498 1,395,223
Other payables 329,156 172,402
Interest received in advance 445,368 269,552
Total liabilities (excluding net assets attributable to
investors) 3,250,802 2,610,327
Net assets attributable to investors - Liability 4 70,895,470 61,179,227
Net assets - -
Equity - -

The accompanying notes are an integral part of these financial statements
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2018

Note 2018 2017
$ S

Revenue

Interest income — mortgage loans 5 7,732,109 6,084,083
Interest income — bank 5 4,364 5,627
Net investment income 7,736,473 6,089,710
Expenses

Management fees 10 2,904,382 2,192,930
Other expenses 3,215 5,368
Impairment losses/(reversal of impairment) 8,10 - -
Operating expenses before financing costs 2,907,597 2,198,328
Operating profit before finance costs 4,828,876 3,891,382
Finance costs

Distribution expense to investors 9 4,828,876 3,891,382

Net profit - -

Other comprehensive income - -

Total comprehensive income - -

The accompanying notes are an integral part of these financiul statements
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2018
The Scheme’s net assets attributable to investors are classified as a liability under AASB 132 Financial

Instruments: Presentation. As the Scheme has no equity, there are no items included in the Statement of
Changes in Equity for the current or comparative year.

The accompanying notes are an integral part of these financial statements
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STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2018

Note 2018 2017
$ $

Cash flows from operating activities
Interest received 6,580,937 6,715,882
Operating expenses paid {3,215) {5,398)
Management fee paid (1,950,063) (1,967,233)
Distributions paid {4,806,811) (3,865,567)
Net cash provided/(used) in operating activities 7(b) (179,152) 877,684
Cash flows from investing activities
Mortgage loans made (35.506,000) (33,314,600}
Mortgage loans repaid 25,745,500 21,905,500
Net cash provided by/(used in) investing activities (9.760,500) (11,408,500}
Cash flow from financing activities
Proceeds from receipt of investor applications 23,388,000 17,640,100
Payments on redemption of investor funds (13,671,757) (6,267,278)
Net cash provided by/(used in} investors” activities 9,716,243 11,372,822
Net (decrease)/increase in cash and cash equivalents (223,409 842,006
Cash and cash equivalents at 1 July 1,786,025 944,019
Cash and cash equivalents at 30 June 7(a) 1,562,616 1,786,025

The uccompanying notes are an integral part of these financial statements
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018
REPORTING ENTITY

First Mortgage Investments (the *Scheme’) is a registered managed investment scheme under the
Corporations Act 2001. The financial report of the Scheme is for the year ended 30 June 2018.

BASIS OF PREPARATION

Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with
Australian Accounting Standards (“AASBs”) adopted by the Australian Accounting Standards Board
("AASB™) and the Corporations Act 2001. The tinancial report of the Scheme also complies with
International Financial Reporting Standards and interpretations adopted by the International

Accounting Standards Board.

The financial statements were approved by the Board of Directors of the Responsible Entity on 13
September 2018.

Basis of measurement
The financial statements have been prepared on the historical cost basis.
Functional and presentation currency

These financial statements are presented in Australian dollars, which is the Scheme’s functional
currency.

Use of estimates and judgements

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

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods
affected.

In particular, information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amount recognised in the

tinancial statements are described in the following notes:

e Notes 8 & 10 — Impairment losses
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018
SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

The Scheme has not early adopted any accounting standards.

Financial instruments
(i) Classification

Financial assets that are classified as loans and receivables inctude mortgage loans and balances due
from accounts receivable.

Financial liabilities that are not at fair value through the profit or loss include balances due to the
manager, distributions payable, mortgage bonds and income received in advance.

(ii) Recognition

The Scheme recognises financial assets and financial liabilities on the date it becomes a party to the
contractual provisions of the instrument. From this date any gains and losses arising froin changes in
fair value of the financial assets or financial liabilities are recorded.

(iii) Measurement

Financial instruments are measured initially at fair value plus, in the case of a financial asset or
financial liability not at fair value through profit or loss, transaction costs that are directly attributable
to the acquisition or issue ot the financial asset or financial liability.

Financial assets classified as loans and receivables are carried at amortised cost using the effective
interest rate method, less impairment losses if any,

Financial liabilities are measured at amortised cost using the effective interest rate.

Financial liabilities arising from investor funds are carried at the redemption amount representing the
investors’ right to a residual interest in the Scheme’s assets, effectively fair value at reporting date.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018
SIGNIFICANT ACCOUNTING POLICIES (CONT.)

Financial instruments (cont.)
{iv) Impairment

Financial assets that are stated at cost or amortised cost are reviewed at each balance date to determine
whether there is objective evidence of impairment. If any such indication exists, an impairment loss is
recognised in the income statement as the difference between the asset’s carrying amount and the
present value of estimated future cash flows discounted at the financial asset’s original effective
interest rate.

If in a subsequent period the amount of an tmpairment loss recognised on a financial asset carried at
amortised cost decreases and the decrease can be linked objectively to an event occurring after the
write-down, the write-down is reversed through the income statement.

(v) Derecognition
The Scheme derecognises a financial asset when the contractual rights to the cash flows from the

financial asset expire or it transfers the financial asset and the transfer qualifies for derecognition in
accordance with AASB 139 Financial Instruments: Recognition and Measurement.

A financial liability is derecognised when the obligation specified in the contract is discharged,
cancelled or expired.

(vi) Specific Instruments

Cash and Cash Equivalents

Cash comprises current deposits with banks. Cash equivalents are short-term highly liquid investments
that are readily convertible to known amounts of cash, are subject to an insignificant risk of changes in

value, and are held for the purpose of meeting short-term cash commitments rather than for
investments or other purposes.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

SIGNIFICANT ACCOUNTING POLICIES {CONT.)
Interest income
Interest income is recognised in the income statement as it accrues, using the original effective interest
rate of the instrument calculated at the acquisition or origination date. Interest income includes the
amortisation of any discount or premium, transaction costs or other differences between the initial
carrying amount of an interest-bearing instrument and its amount at maturity calculated on an effective
interest raie basis.
Interest income is recognised on a gross basis, including withholding tax, if any.

Distribution income

Income distributions from other managed investment schemes are recognised in the income statement
as dividend income when declared.

Expenses
All expenses, including management fees, are recognised in the income statement on an accrual basis.
Distribution and taxation

Under current legislation, the Scheme is not subject to income tax as the taxable income (including
assessable realised capital gains) is distributed in full to the investors. The Scheme fully distributes its
distributable income, calculated in accordance with the Scheme constitution and applicable taxation
legislation, to the investors who are presently entitled to the income under the constitution.

Financial instruments held at fair value may include unrealised capital gains. Should such a gain be
realised that portion of the gain that is subject to capital gains tax will be distributed so that the
Scheme is not subject to capital gains tax.

Realised capital losses are not distributed to unit-holders but are retained in the Scheme to be offset
against any future realised capital gains. If realised capital gains exceeds realised capital losses the
excess is distributed to the investors.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2018

SIGNIFICANT ACCOUNTING POLICIES (CONT.)
Redeemable units
All redeemable units issued by the Scheme provide the investors with the right to require redemption
for cash and give rise to a financial liability. In accordance with the Product Disclosure Statement the
Scheme is contractually obliged to redeem units at redemption price.
Finance costs
Distributions paid and payable on investor funds are recognised in the income statement as tinance
costs and as a liability where not paid. Distributions paid are included in cash flows from operating
activities in the statement of cash flows.

Goods and services tax

Management fees and other expenses are recognised net of the amount of goods and services tax (GST)
recoverable from the Australian Taxation Office (ATO) as reduced input tax credit (RITC).

Payables are stated with the amount of GST included.

The net amount of GST recoverable/payable from the ATO is included in receivables/payables in the
statement of financial position.

Cash flows are included in the statement of cash flow on a gross basis,

Accounting estimates and judgements

The directors of the Responsible Entity have discussed with management the development, selection
and disclosure of the Scheme’s critical accounting policies and estimates and the application of these
policies and estimates.

Change in net assets attributable to investors

Non-distributable income, which may comprise unrealised changes in the fair value of investments,
net capital losses, tax deferred income, accrued incoine not yet assessable and non-deductible expenses

are reflected in the profit and loss as change in net assets attributable to investors.

These items are included in the determination of distributable income in the period for which they are
assessable for taxation purposes.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2018
SIGNIFICANT ACCOUNTING POLICIES (CONT.)
New standards and interpretations not yet adopted

A number of new standards and amendments to standards are effective for annual periods beginning
after 1 July 2017, and have not been applied in preparing these financial statements. Those which may
be relevant to the Scheme are set out below. The Scheme does not plan to adopt these standards early.

AASB 9 Financial Instruuments

In July 2014, the Australian Accounting Standards Board issued the final version of AASB 9 Financial
[nstruments,

AASB 9 is effective for annual periods beginning on or after 1 January 2018, with early adoption
permitted. The Scheme does not plan to adopt this standard early. At this stage, it is expected that
under the new standard, financial assets of the Scheme will continue to be carried at amortised cost
using the effective interest rate method, less any impairment losses if any. AASB 9 introduces an
expected credit loss model when assessing impact of financial instruments. As a result, the
introduction of the new standard may result in a change in how impairment of interest receivable and
mortgage loans is assessed. However, the Scheme is still currently assessing the potential impact on its
financial statements resulting from the application of AASB 9.

Unit price

The unit price is based on unit price accounting outlined in the Scheme’s Constitution and Product
Disclosure Statement.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2018

4. NET ASSETS ATTRIBUTABLE TO INVESTORS - LIABILITY

2018 2017
$ b
Opening balance 61,179,227 49,806,405
Applications 23,388,000 17,640,100
Redemptions {13,671,757) (6,267,278)
Closing balance 70,895,470 61,179,227

The Scheme considers its capital to be Investor Funds. The Scheme manages it net assets attributable
to investors as capital, notwithstanding net assets attributable to investors are classified as a liability.

All units in the Scheme are of the same class and carry equal rights.
As the Scheme is a contributory mortgage scheme, the liability to investors by the Scheme is limited to
the extent of their interest in specific mortgage loans and receivables, which have been included as

assets of the Scheme.

Referto Note 11 for Liguidity risk.

5. REVENUE

2018 2017
Y 3
[nterest income arises from:
Cash and cash equivalents 4,364 5,627
Mortgage loans 7,732,109 6,084,083
7,736,473 6,089,710

The interest rate for cash and cash equivalents at 30 June 2018 was 0.09% (2017: 0.05%).
The weighted average interest rate for mortgage loans at 30 June 2018 was 11.18% (2017: 11.30 %).
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2018

MORTGAGE LOANS AND INTEREST RECEIVABLE (CONT.)

Impairment

As a result of this review, the Responsible Entity did not record any impairment in respect of mortgage
loans during the year (2017: § nil).

The unrealised impairment loss represents estimates of losses that may be incurred based on a number
of assumptions including amounts that will 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.

DISTRIBUTIONS PAID AND PAYABLE

2018 2017
$ $
Distributions paid 4,630,078 3,714,649
Distributions payable 198,798 176,733
4,828,876 3,891,382

As investors are presently entitled to the distributable income of the Scheme, no income tax is
payable by the Scheme.

MANAGEMENT FEES

2018 2017

3 $
Management fees paid and payable 2,904,382 2,192,930
2,904,382 2,192,930

At 30 June 2018 an amount of $1,393,982 (2017: $596,417) is payable to the Manager for the year
ended 30 June 2018. At year end an amount of $644.,634 has been recorded in relation to impairment
losses on mortgage loans outstanding. In the event that the actual realised impairment is more or less
than the estimate at 30 June 2018 the Manager’s fee will be varied accordingly at the time the loss is
reassessed or realised.

The Scheme entered into an arrangement on 1 July 2009, which assigns certain interest receivable
from current and prior periods to an entity related to the Manager. For further information refer to
Note 12,
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2018

FINANCIAL INSTRUMENTS (CONT.)

Overview (cont.)
As the Scheme is a contributory mortgage scheme, the risk of losses from a loan are attributable
directly to the investors in that loan.

Interest rate risk is the risk that changes in interest rates will affect the Scheme’s income or the value
of its holdings of financial instruments. Interest rate risk embodies the potential for both loss and
gains. The objective of interest rate risk management is to manage and control interest rate risk
exposures within acceptable parameters, while optimising the return on risk.

Interest rate risk is managed by the Board who meet regularly to monitor and review interest rates.
Currency risk

The Scheme is not exposed to any currency risk as all transactions are performed in their functional
currency, being Australian dollars.

Interest rate risk

The majority of the Scheme’s financial assets and financial liabilities are interest bearing. Interest-
bearing financial assets and financial liabilities generally mature in the short-term. As a result, the
Scheme is subject to limited exposure to fair value interest rate risk due to fluctuations in the
prevailing levels of market interest rates. Any excess cash is invested in an interest-bearing deposit
account with an Australian regulated banking institution.

The Scheme’s overall interest rate risk is monitored on a monthly basis by the Board of Directors.

Property value risk

The majority of the Scheme’s financial assets are secured by registered first mortgages over real
property. As a result, the Scheme is subject to property value risk being fluctuations in the prevailing
levels of property market values.

The Scheme’s property value risk is managed on a regular basis by management in accordance with
policies and procedures in place, including but not limited to the adoption of maximum initial loan to
valuation ratios of 80%, with target ratios less than 70%.

In prior years, the property and financial services sectors have experienced significant adverse market
conditions. Should these conditions arise, this may result in a decline in property values, which should
they be significant, may result in diminished security values, which may result in losses should
properties held as security be realised below the loan and receivable book values.

As the Scheme is a contributory mortgage scheme, loan losses are attributable directly to the investors
in a loan.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2018
FINANCIAL INSTRUMENTS (CONT.)
Credir risk (cont.)

The Scheme mortgage investments are secured by a registered first mortgage over real property. Credit
risk for mortgage loans is mitigated by the Scheme establishing a Prudential Lending Manual which
requires the Board of Directors of the Responsible Entity to obtain a valuation that must be not more
than 6 months old at the time of mortgage loan approval and conduct a range of searches on both the
mortgage investment and secured property. Such searches include credit reference searches,
bankruptcy searches, valuation reports and insurance searches. In addition, proof of serviceability for
each new mortgage investment is also obtained. The Board of Directors monitors mortgage
investments on a monthly basis.

The Scheme has no exposure to mortgage investments that individually exceeds 5% (2017: 5%) of the
total value of mortgage loans.

Liquidity risk

Liquidity risk is the risk that the Scheme will not be able to meet its financial obligations as they fall
due. The Scheme’s approach to managing liquidity is to ensure, as far as possible, that it will always
have sufficient liquidity to meet its liabilities when due, under normal conditions, without incurring
unacceptable losses or risking damage to the Scheme’s reputation.

In accordance with the Constitution and the Product Disclosure Statement (“PDS™), as the Scheme is a
contributory fund, the redeeming of investment funds prior to the repayment of the associated
mortgage loan is not readily available. Funds can only be redeemed if an alternative investor can be
found.

The Scheme’s liquidity risk is managed on a monthly basis by the Board of Directors in accordance
with the policies and procedures in place.

The Responsible Entity manages its liquidity by:
¢ Offering investments with fixed maturity terms of usually 12 to 24 months;

e Lending to borrowers with first mortgage security for periods generally not exceeding 24 months
only where borrowers meet the Scheme’s lendimg criteria; and

s Having the ability under the Scheme’s Constitution and Product Disclosure Statement to only pay
redemptions upon the repayment of the applicable mortgage loans.









12.

-29.

FIRST MORTGAGE INVESTMENTS
ARSN 089 600 920

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2018

RELATED PARTIES (CONT.)

Other transactions within the Scheme

Apart from those details disclosed in this note, no key management personnel has entered into a
material contract with the Scheme since the end of the previous year and there were no material
contracts involving such interests subsisting at year end (2017: nil).

Related party transactions

The following fees were paid by the Scheme to associates of the Responsible Entity during the
financial year:
2018 2017

$ $
Management tees for the year, paid and payable to First
Mortgage Investments Pty Ltd by the Scheme under the
terms of the Service Agreement between that company
and the Responsible Entity, net of reduction or increment
in management fee to offset impairment losses or reversal
of impairment. For the year ended 30 June 2018, there
was ne adjustment to the management fee (2017: nil) 2,904,382 2,192,930
Balances with related parties
I'ees (payable to)/receivable from related parties by the
Scheme at balance date are as follows:
First Mortgage Investments Pty Ltd (1,393,982) (596.417)

First Mortgage Investments Pty Ltd is entitled to recover from borrowers interest paid under the
Income Protection Plan. Under the Income Protection Plan, in the event that a borrower defaults or
is late in making interest payments, First Mortgage Investments Pty Ltd may advance funds
equivalent to the Scheme to fund the income payments. These funds are reimbursed to First
Mortgage Investments Pty Ltd upon receipts of the monies from borrowers.

The Scheme entered into an arrangement on 1 July 2009, which was formalised by a Deed of
Assignment dated 28 October 2010, the arrangement assigns certain interest receivable from
current and prior periods to First Mortgage Investments Pty Lid, an entity related to the manager.
During the year an amount ot $135,120 (2017: $262,704) was assigned to First Mortgage
Investments Pty Ltd and the total interest assigned at 30 June 2018 for loans outstanding at that
date was $2,480,622 (2017: $2,478,357)
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2018
RELATED PARTIES (CONT.)
If the Scheme had not entered into this arrangement, total impairment losses at 30 June 2018 of

$2,480,622 (2017: $2,478.,357) in relation to the assigned interest receivable on mortgage loans may
have been incurred by the Scheme to date on loans outstanding at 30 June 2018.

Members investing activities

Detailed below are investments in the Scheme by the Responsible Entity or its related parties, as
referred 1o in the scheme’s Register of Related Parties,

Entity Value of Vailue of interest Amount Amounts Distributions
investment | investment held in invested withdrawn paid
at 1 July at year end scheme at during the during the
year end year year
3 $ 5 b 5

30 June 2018
First Mortgage

5,539,500 7,227,500 10.19% 13,923,500 | (12,235,500) 588,857
Investments Pty Ltd

Other director related
entities — associates of
Michael Boyce and
Megan Boyce

5,604,150 | 6,758,150 9.53% 1,064,000 - 438,936

Other director related
entities — associates of 220,000 290,000 0.41% 70,000 - 15,151
Karen Scott

30 June 2017

First Mortgage

993,050 5,539,500 9.05% 9,300,300 | (4,753.850) 101,212
Investments Pty Ltd

Other director related
entities — associates of

Michael Boyce and 4,169,300 | 5,694,150 2.31% 1,524,850 - 340,300
Megan Boyce

Other director related

entities — associates of 105,000 220,000 0.36% 115,000 - 7.541

Karen Scott

These investments are on normal terms and conditions as provided to other members. First Mortgage
Investments Pty Ltd invests in the Scheme from time to time on a short-tenm basis to provide
sufficient funds for certain mortgage investments to be fully funded. These investments are withdrawn
when other investors’ funds are obtained.

CONTINGENCIES

There are no contingent liabilities at 30 June 2018 or 30 June 2017.



















