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How to use this Product Disclosure Statement

This Product Disclosure Statement (“PDS”) is provided and issued by LM Investment Management Ltd as responsible entity for the LM
First Mortgage Income Fund (“Fund”). Investors should read the entire PDS and any supplementary PDS before making a decision to
invest.

This PDS describes the main features of the LM First Mortgage Income Fund, and the investment options in the Fund, which are the
Flexi Account, the Australian Dollar Fixed Term options, the Currency Hedged Fixed Term options, and the regular savings plan
option known as the LM Savings Plan, and contains the Application Form.

» o« ERTR "

This PDS also provides general information in relation to LM Investment Management Ltd (‘LM”, “Manager”, “we”, “us”, “our”), material
documents and other relevant matters. It helps investors to decide whether the product offered will meet their needs and enables them
to compare this product with others they may be considering.

Important information

No person is authorised to give any information or to make any representation in connection with the offer of investment described in
this PDS which is not contained in this PDS. Any information or representation not so contained may not be relied on as having been
authorised by the Manager in connection with this offer.

This PDS is an offer which is available to persons receiving the electronic PDS within Australia but does not constitute an offer in any
jurisdiction where, or to any persons to whom, it would be unlawful to offer this PDS. It is the responsibility of any overseas applicant
to ensure compliance with all laws of any country relevant to their application. The return of a duly completed Application Form will be
taken to constitute a representation and warranty that there has been no breach of such laws and that all necessary approvals and
consents have been obtained. An application may only be accepted on an Application Form which forms part of this PDS.

This PDS should be read in its entirety. In particular it is important that investors consider the risk factors that could affect the
performance of the Fund. None of an investor’s objectives, financial situation or needs has been taken into account in this PDS and
investors should carefully consider their personal circumstances before deciding whether to invest in the Fund. If after reading the
PDS an investor has any questions regarding its contents or the procedure for investing they should contact their financial or other
professional adviser. Past performance should not be taken as an indicator of future performance. Neither the Manager nor the
custodian gives any guarantee with respect to the performance of the Fund, the payment of income, or the repayment of capital by the
Fund.

All monetary amounts in this PDS are references to Australian dollars, unless stated otherwise.

The Manager may change any of the terms and conditions in this PDS. Notice of material changes will be given to investors, normally in
the form of a replacement or supplementary PDS.
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From the Directors

LM Investment Management Ltd

LM Investment Management Ltd (“LM”) is a privately owned, Australian funds management company with national and international
operations. With a specialist focus on the mortgage trust sector, LM manages one of Australia’s largest mortgage trusts, the LM First
Mortgage Income Fund (“Fund”). Through its management of the Fund, LM enjoys active participation and recognition as a lender within
Australia’s business and property sectors.

The Australian Mortgage Trust Sector

The Australian managed funds industry is the 4th largest in the world, behind the United States, Luxemburg and France. Established
in the 1960’s the Australian mortgage trust sector is a significant sector within the financial services industry which has evolved as a
mainstream income investment. It is in this sector that LM has focused its expertise to deliver the LM First Mortgage Income Fund, a
competitive income product designed to outperform cash’.

Distribution

Distribution of this income product is through a national and international network of financial advisers, wholesale platforms, private
banks, superannuation funds, corporate and institutional investment. Designed specifically for these markets, the Fund offers tailored
investment options including retail, wholesale, institutional and currency hedged. Product Disclosure Statements for these options are
available from your financial adviser or the Manager.

The LM First Mortgage Income Fund

LM’s management expertise, teamed with a well defined investment strategy of selecting only Australian registered first mortgage
securities, cash and at call securities has allowed the Fund to deliver uninterrupted interest distributions and maintain the unit price of
$1.00 since inception in 19992,

With a niche product LM receives investments through adviser recommendations in 22 countries. It is pleasing to incorporate multiple
currency investment options in this new PDS.

Compliance within the Regulated Financial Services Industry

LM is registered as an Australian Financial Services Licensee and a Responsible Entity under the Corporations Act 2001 and is
therefore regulated by the Australian Securities and Investment Commission.

Australia enjoys a global reputation for having one of the most efficiently regulated finance sectors in the world. It provides security and
integrity, through a sound, flexible and strong system of financial regulation designed to prevent systemic failure, and avoid unnecessary
burdens on business.

1 Since inception the returns paid to investors have outperformed cash rates. Past performance is not an indicator of future performance.
Performance of the Fund is not guaranteed and the risks associated with an investment in the Fund are different to cash.

2 Past performance is not an indicator of future performance.
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About the LM First Mortgage Income Fund

This summary provides an overview of the key features of the Fund. The entire PDS should be read before investing in the Fund.

Investment Objective » To offer appropriate risk/return premium over cash rates on a range of different currencies?;
» To offer competitive interest distributions; and
» Toallow investors a choice of investment currency and investment term.
Assets of the LM First The assets of the LM First Mortgage Income Fund (“Fund”), a registered managed investment scheme, are a diversified “pool” of Australian registered first mortgages, cash and “at call” securities. As part of the asset allocation strategy, the

Mortgage Income Fund

Manager diversifies the underlying mortgage portfolio by selecting mortgages spread across different sectors,

geographic locations, terms and loan sizes.

Investment Choice

Australian Dollar Investments

Non-Australian Dollar Investments

There is a choice of Australian Dollar investment options available in the Fund, which are the Flexi Account,
Fixed Term Investment Options and the LM Savings Plan. A summary of the features of these Australian Dollar
investment options are set out below. An investment in Australian Dollars is not hedged.

Non-Australian dollar investments in the Fund are hedged in the relevant currency against Australian dollar currency movements. The
Fund currency hedges a non-Australian dollar investment through the use of Forward Foreign Exchange Contracts (‘FFEC™). The
FFECs are facilitated by a global investment bank. Investments may be arranged for most currencies including:-

» USD, » GBP, » EUR, » CAD, » HKD, » SGD, » JPY, » NZD, » CHF, » THB, and » SEK

For clarification on hedging a specific currency please contact the Manager.

Flexi Account and Fixed Term Investment Options

The LM Savings Plan Option

Currency Hedged Fixed Term Investment Options

Investors can choose the term of their investment by
selecting one or more of the investment options below:-
» Flexi Account; or
» Fixed Term investment of:-
>4 years >3years >2years >13months
>12months > 6 months >3 months > 1 month

Investors may request different terms by applying to the
Manager. AnAustralian Dollarinvestment commences on
receipt of the cleared investment amount and completed
Application Form and relevant supporting documentation.

A savings plan can be started with a minimum
investment of $100 and requires ongoing regular
monthly investments of $100 or more. The minimum
investment term for the LM Savings Plan is 12 months.
No withdrawals are allowed during the initial 12 month
term.

Non-Australian Dollar investors can choose the term of their investment by selecting one or more of the investment terms below:-
>12Months >6 Months >3 Months > 1 Month

Investors may request different terms by applying to the Manager. The investor’s investment term commences on the date the
Manager settles the FFEC.

Interest Distribution
Rates

Interest distribution rates are variable. Refer to the paragraph headed “Interest Distribution Rates” on page 5
of particular investment options from their adviser or by telephoning the Manager on +617 5584 4500 or from

of this PDS for further details. Investors can obtain details of the most recent interest distribution rates paid by the Fund in respect
the Manager’s website at www.LMaustralia.com*.

Payment of Interest
Distributions

Reinvested monthly into the investor’s investment
account. Investors may choose to have the interest
distribution paid monthly or quarterly direct to the
account nominated on the Application Form.

Reinvested monthly to the investor’s investment
account.

Reinvested at maturity of the chosen investment term into the investor’s investment account. Investors may choose to have the
interest distribution paid at maturity direct to the account nominated on the Application Form.

Withdrawal Notice

» Flexi Account — Written notice is required to
withdraw;

» Fixed Term investments — At least 5 business
days prior to maturity of the fixed term investors
must notify the Manager in writing whether they
wish to withdraw. If no withdrawal notice is received
an investor’s investment is automatically rolled over
for a further term of the same length. Refer to page
17 of this PDS (“How to Withdraw”).

No withdrawals are allowed during the first 12 month
period. After the initial 12 month period investors can
make up to 4 withdrawals annually by giving written
notice to the Manager. Refer to page 17 of this PDS
(‘How to Withdraw”).

At least 5 business days prior to maturity of the investment term investors must notify the Manager in writing whether they wish
to withdraw. If no withdrawal notice is received or no rollover/maturity instructions provided an investor’s investment and interest
distribution is automatically reinvested in the original nominated currency for further 1 month investment terms until the investor notifies
the Manager of a longer reinvestment term or a withdrawal notice is received. Refer to page17 of this PDS (“How to Withdraw”).

Minimum Investment $1,000° Initial investment $100 and minimum total monthly $1,000°
investment $100.

Minimum Withdrawal $1,000° $100 $1,000°

Minimum Balance $1,000° $100° $1,0005

Unit Pricing

The price of units in the Fund is currently $1.00 and has been so since the commencement of the Fund in

October 1999 (Refer to page 13 of this PDS (“Unit Pricing”) for further details).

Australian Taxation

If an investor is not an Australian resident for taxation purposes, Australian taxation rates will not apply. However,
withholding tax in their country of residence. Specific taxation advice should be obtained. Investors with domiciled

withholding tax is deducted from interest distributions at a rate of 10%. Non-resident investors may be entitled to claim a credit for
tax exempt status will not be subject to any Australian taxation, including withholding tax. Referto page 25 of this PDS (“Tax”) for further

information.
Risk All investments are subject to risks. Details of risks associated with an investment in the Fund are outlined on page 26 of this PDS (“Investment Risks”).
Fees There are no entry or exit fees payable. The Manager receives a Management Fee which is currently calculated as a percentage of net assets of the Fund. For full details please refer to page 21 of this PDS (“Fees and Other Costs”).

3 This investment objective is derived from the return of the underlying investments of the Fund, which has outperformed cash rates since

associated with an investment in the Fund are different to cash.
4 Past performance is not an indicator of future performance.
5 Or such lesser amount as determined by the Manager.

inception. Past performance is not an indicator of future performance. Performance of the Fund is not guaranteed and the risks
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The LM First Mortgage Income Fund

Investment Objective
» To offer appropriate risk / return premium over cash rates
on arange of different currencies®;
To offer competitive interest distributions; and

To allow investors a choice of investment currency and
investment term.

The Manager achieves this by being selective with the
investments of the LM First Mortgage Income Fund, which are a
diversified “pool” of registered first mortgages, cash and “at call’
securities.

Benefits of Investing
» Choice of investment term;

» Choice of currencies with non-Australian dollar currencies
hedged against movements in the Australian dollar;

Australian registered first mortgage security;
Appropriate risk premium relative to cash rates®;

Funds management expertise — managed by specialist
mortgage trust manager,;

» Nine year management track record of uninterrupted
income distributions’.

The LM First Mortgage Income Fund
Investments

The Fund currently invests in a diversified portfolio of Australian
registered first mortgages over commercial, residential, industrial,
retail and vacant land, interest bearing cash investments and “at
call” securities.

The assets of the LM First Mortgage Income Fund as at 29
February 2008 totalled $718,403,075 and were made up as
follows:

Australian Registered First
Mortgage Securities 96%

Cash & “At Call” Securities 4%

Interest Distribution Rates

Interest distribution rates are variable, and will depend on
income earned and expenses paid by the Fund from time to time,
commission payable to advisers, and on the type of investment
chosen. Investors can obtain details of the most recent interest
distribution rates paid by the Fund in respect of particular
investment options from their adviser, by telephoning the
Manager on +617 5584 4500 or from the Manager’s website at
www.LMaustralia.com.”

Investment Options in the LM First
Mortgage Income Fund

Financial advisers have the advantage of tailoring a client’s
portfolio for optimal liquidity and maximum return by blending
investment through one or more of the Fund’s Flexi Account or
Fixed Term investments.

The investment options offered by the Fund provide flexibility of
choice for investors. Investors can choose investment currency
and term of their investment by selecting one or more of the
investment options below:-

Australian Dollar Investment Options
» Flexi Account
The Flexi Account option generally allows investors 30
day access to their funds.®

» Fixed Term Investment
The Fixed Terms offered by the Fund are as follows®:-
> 4 years > 3years > 2years > 13 months
>12months > 6months > 3months > 1 month

Investors may request different terms by applying to the
Manager.

» LM Savings Plan
The LM Savings Plan is a savings plan option that
investors can start with a minimum investment of $100
and ongoing regular monthly investments of $100 or more
for at least the first 12 months.

Non-Australian Dollar Currency Hedged Fixed Term
Investment Options

Non-Australian dollar investments in the Fund are hedged
in the respective currency against Australian dollar currency
movements. The Fund currency hedges a non-Australian
dollar investment through the use of Forward Foreign Exchange
Contracts (“FFEC”). The FFEC’s are facilitated by a global
investment bank. Investments may be arranged for most
currencies including:-
>USD >GBP >EUR
>NZD >THB >CHFand

>CAD >HKD =>S8SGD
>SEK

> JPY

Non-Australian Dollar investors can choose the term of their
investment by selecting one or more of the investment terms
below:8

» 12 Months

» 6 Months

» 3 Months

» 1 Month

The investor’s investment term commences on the date the
Manager settles the FFEC.

For clarification on hedging a specific currency or enquiries for
other investment terms please contact the Manager.

Further details regarding each of the Fund’s investment options
are set out on pages 6 - 9 of this PDS.

6 Since inception the returns paid to investors have outperformed cash rates. Past performance is not an indicator of future
performance. Performance of the Fund is not guaranteed and the risks associated with an investment in the Fund are different

to cash.
 Past performance is not an indicator of future performance.

8 While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the
Fund by up to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS (“How to

Withdraw”).
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LM First Mortgage Income Fund
Australian Dollar Investment Options

LM Flexi Account and Fixed Term Options
» Flexi Account
The Flexi Account option generally allows investors 30
day access to their funds.®

» Fixed Term Investment
The Fixed Terms offered by the Fund are as follows:®

> 4years > 3years > 2years > 13 months
> 12months > 6months > 3months > 1 month

Investors may request different terms by applying to the
Manager.
Interest Distribution Rates
Interest distributions are variable, and will depend on income
earned and expenses paid by the Fund from time to time,
commission payable to advisers, and on the type of investment
chosen. The most recent interest distribution rates paid by
the Fund in respect of the Fund's Flexi Account, Fixed Term
Investment and LM Savings Plan options can be obtained
from an investor's adviser, by telephoning the Manager
on +617 5584 4500 or from the Manager's website at
www.LMaustralia.com.®

Interest Distribution Payments for the Flexi Account and
Fixed Term Options

Monthly interest distributions are automatically reinvested.
However investors may choose to have their interest distribution:-

» paid by direct credit monthly or quarterly to the nominated
financial institution account on the Application Form;

» paid to an investor's LM Cash Performance Fund
investment account; or

» paid as a split interest distribution, which means that part
of the interest distribution is paid to an investor’s financial
institution account and the balance reinvested. Further
details are set out below.

If no instructions are given, interest distributions are automatically
reinvested.

Interest distributions are calculated daily. Interest distributions are
paid within 14 days after the end of the month. Quarterly interest
distributions are paid within 10 business days of the quarterly
anniversary of the investment date.

Interest distributions are paid by direct credit to the account
nominated on the investor’s Application Form.

Split Interest Distributions for the Flexi Account and Fixed
Term Options

Investors can elect to have a fixed portion of their monthly interest
distribution amount paid monthly or quarterly to their nominated
financial institution account with the balance interest distribution
amount reinvested to their investment account.

This optional feature allows investors to properly plan and budget
their financial affairs and is particularly useful for investors who
are relying on investments to provide regular payments to meet
everyday expenses.

To use the “Split Interest Distributions” feature please complete
the appropriate section of the Application Form attached to this
PDS.

Additional Investments for the Flexi Account and

Fixed Term Options

Investors can choose to make an additional investment or regular
monthly, quarterly or semi-annual additional investments to their
Flexi Account or Fixed Term investment account. See the heading
“Adding to an Investment for Australian Dollar Investments Only”
on page 16 of this PDS.

LM First Mortgage Income Fund Fixed Term Commencement
An investment term generally commences on the day that the
investor's properly completed Application Form (and relevant
supporting documentation) and investment money are received
and processed by the Manager. For example, if a properly
completed Application Form, supporting documentation, and
investment money are received and processed for a 12 month
term on 15 January, then the investment term commences on 15
January and ends on 15 January of the following year.

Flexi Account Withdrawal Notice

To withdraw all or part of a Flexi Account investors must give the
Manager written notice. Payment of the withdrawal will generally
occur within 30 days from receipt of the written notice.® Whilst the
withdrawal is processed the investment continues to earn interest.
The withdrawal is paid by direct credit to the investor’s account
nominated on the Application Form.

Fixed Term Investment Withdrawal Notice

To withdraw all or part of a Fixed Term investment, investors
must notify the Manager in writing at least 5 business days prior
to the maturity date of the Fixed Term investment. Payment of
the withdrawal will generally be made within 30 days after the
maturity date.® Whilst the withdrawal is processed the investment
continues to earn interest. The withdrawal is paid by direct credit
to the investor’s account nominated on the Application Form.

If no withdrawal notice or written notice to change the term, is
received at least 5 business days prior to the maturity date the
investment will automatically roll over for a further investment term
of the same length.

9 While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS (“How to Withdraw”).

9Past performance is not an indicator of future performance.
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LM First Mortgage Income Fund
Australian Dollar Investment Options

LM Savings Plan Option

LM Savings Plan investors can start their savings plan with
a minimum investment of $100 and ongoing regular monthly
investments of $100 or more for at least the first 12 months.

Investors can choose to have their ongoing investments paid by
direct debit on a weekly, fortnightly or monthly basis. The direct
debit will be paid from the account nominated on the Application
Form.

The minimum investment term for the LM Savings Plan is 12
months. To ensure that savings are maximised no withdrawals
are allowed during the initial 12 month term.

After the initial 12 month period investors can make up to 4
withdrawals annually.

Interest Distribution Payments for the LM Savings Plan

Interest distributions are calculated daily and reinvested monthly
to an investor’s LM Savings Plan investment account.

LM Savings Plan Additional Investments

Investors can choose to make additional investments to their
savings plan at any time. The minimum additional investment
amountis $100.

LM Savings Plan Withdrawal Notice

Following the initial 12 month investment period investors can
make up to 4 withdrawals annually by giving written notice to the
Manager. Payment of the withdrawal will generally occur within
30 days from receipt of the written notice.!" The withdrawal is by
direct credit to the account nominated on the Application Form.

LM Savings Plan Commencement

An investment term generally commences on the day that the
investor's properly completed Application Form (and relevant
supporting documentation) and investment money are received
and processed by the Manager. For example, if a properly
completed Application Form, supporting documentation, and
investment money are received and processed for a 12 month
term on 15 January, then the investment term commences on 15
January and ends on 15 January of the following year.

Performance

The historical returns of the Fund to 29 February 2008 are set
out below. Performance figures are calculated net of fees and
assume all interest distributions are reinvested. The performance
figures assume a fee of 1.1% pa (including GST) of net assets
is paid to advisers. No performance figures are provided for the
1 Month Fixed Term option as it commenced at the date of this
PDS, nor for the 13 Month Fixed Term option as it commenced
on 20 March 2008. Investors can obtain updated details of the
most recent interest distribution rates paid by the Fund in respect
of particular investment options from their adviser, by telephoning
the Manager on +617 5584 4500 or from the Manager’s website
at www.LMaustralia.com.?

Investment 6mths 1yr* 3yrs* 5yrs* 7yrs* 8yrs*
4Years 383% 7.78% NA NA NA NA
3Years 383% 7.78% NA NA NA NA
2Years 383% 7.78% 7.75% NA NA NA
12MonthTerm  3.70% 7.52% 7.50% 7.60% 7.92% 7.89%
6 Month Term 296% 6.00% 6.00% 6.05% 6.32% 6.49%
3 Month Term 247% 5.00% 5.00% 5.02% 530% 5.46%

LMFlexiAccount 329% N/A  NA NA NA NA
LMSavingsPlan 3.27% 6.52% 6.50% NA  NA NA

*Effective annual interest distributions to 29 February 2008. Interest distribution rates
may vary. Pastperformance is not an indicator of future performance.

" While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS (“How to Withdraw”).

2Past performance is not an indicator of future performance.
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LM First Mortgage Income Fund Non-Australian Dollar
Currency Hedged Fixed Term Investment Options

Non-Australian Dollar Currency Hedged Fixed Term Investment Options

Non-Australian dollar investments in the Fund are hedged
in the respective currency against Australian dollar currency
movements. The Fund currency hedges a non-Australian
dollar investment through the use of Forward Foreign Exchange
Contracts (“FFEC”). The FFEC's are facilitated by a global
investment bank. Investments may be arranged for most
currencies including:-

>USD >GBP >EUR =>CAD =>HKD >SGD
>NzZD >THB >CHFand >SEK

>JPY

Non-Australian Dollar investors can choose the term of their
investment by selecting one or more of the investment terms
below:

» 12Months

» 6 Months

» 3 Months

» 1Month

The investor’s investment terms commences on the date the
Manager settles the FFEC.

Extended Investment Terms

Investors may apply to the Manager to invest in the Fund for an
extended investment period for multiple 12 month investment
terms e.g. if an investor wants to invest for a 2 year investment
term the 2 year investment term will be conducted as 2 rolling 12
month investment terms. In this case the second investment term
is dealt with in the same manner as an initial investment. If the
Manager allows the extended investment term, the terms and
conditions of the extended investment term will be the same as
the Fund’s investment terms outlined in the PDS in force at the
time the extended term commences. Investors will need to contact
their adviser or access our website at www.LMaustralia.com or
telephone us on +617 5584 4500 prior to the reinvestment term
to obtain details of the most recent interest distribution rates and a
copy of the PDS that will apply for the purpose of the reinvestment.'*

Non-Australian Dollar Currency Hedged Interest Rates
Interest distribution rates are variable, and will depend on
income earned and expenses paid by the Fund from time to time,
commission payable to advisers, and on the type of investment
chosen. Investors can obtain details of the most recent interest
distribution rates paid by the Fund in respect of particular
currency investment options from their adviser, by telephoning
the Manager on +617 5584 4500 or from the Manager’s website
at www.LMaustralia.com.™

Currency Hedge

The Fund hedges a non-Australian dollar investment through the
use of FFECs. Each FFEC requires agreement between the user
(the Fund) and the provider (financial institution) on the following:-

» currencies to be exchanged;

» the value of each of the currencies to be exchanged;

» the maturity date of the contract; and

» the rate at which the exchange between currencies will occur.

The forward rate is determined by the spot rate (current market
rate) and the interest rates of the relevant currencies and will
change as these variables alter.

On acceptance of investment funds and the completed Application
Form, the relevant currency is converted at the prevailing spot
market rate into Australian dollars and units in the Fund issued.
The Fund simultaneously enters into a FFEC. The FFEC requires
the Fund to deliver an amount of Australian dollars in exchange
for an amount of the relevant foreign currency at a specific time in
the future (the specific time is equivalent to the investment term)
at a predetermined exchange rate (forward rate). At the end of the
investment period the Fund converts the earnings of the investor
into the relevant foreign currency at the forward foreign exchange
rate.

Both the spot and forward transactions are facilitated by a global
investment bank.

This process allows the Fund to offer investors the opportunity
to invest in the LM First Mortgage Income Fund and hedge their
investment against currency movements.

Currency Hedged Initial Investment

On receipt of the investment amount and the completed
Application Form (including relevant supporting documentation)
the Manager will confirm receipt with the investor’s adviser.

The non-AUD investment amount is held in the subscription
account until the Manager exchanges the foreign currency
into Australian dollars and simultaneously hedges the relevant
currency using FFECs.

Non-AUD investment terms for all currencies commence on the
day the Manager settles the FFEC. For example, if the properly
completed Application Form and supporting documentation for a
12 month term investment and investment monies are received
by the Manager on 20 March and the FFEC settles on 22 March
the commencement date will be 22 March and the maturity date
will be 12 months later. The investment commences to earn
interest from 22 March.

FFECs are settled on a daily basis with the global investment
bank.

Investors will be notified by the Manager of the commencement
date of their investment in writing.

8 While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS (“How to Withdraw”).

4 Past performance is not an indicator of future performance.
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LM First Mortgage Income Fund Non-Australian Dollar
Currency Hedged Fixed Term Investment Option

Interest Distribution Payments for Non-Australian Investments
Interest distributions are calculated for the term of the investment
and are reinvested at the end of the investment term unless the
investor elects to have the interest distribution paid direct to the
investor account nominated on the Application Form. The interest
distribution is paid within 5 business days of maturity of the original
and any subsequent investment term.

Investors should note that if they elect to have the interest
distribution paid to the investor account nominated on the
Application Form, financial institutions charge a remittance fee
which will be deducted from their interest distribution.

Automatic Reinvestment Default Position

If the investor has not ticked one of the boxes in Section 12 of the
Application Form to either redeem or to rollover the investment for
subsequent investment terms, the following default process will
apply. At the end of the relevant investment term, the investor’s
original investment amount and interest distribution (unless the
investor elects to have the interest distribution paid direct to the
account nominated on the Application Form), are automatically
reinvested and rehedged in the originally nominated currency
for further 1 month investment terms until the investor provides
the Manager with longer investment term instructions or a written
withdrawal notice.

Investors should complete the Maturity/Rollover Instructions in
Section 12 of the Application Form to ensure that correct rollover/
withdrawal instructions are provided to the Manager.

Investors should consult with their adviser to obtain details of
the current PDS and most recent interest distribution rates prior
to reinvestment.’® The current PDS and most recent interest
distribution rates are also available from the office of the Manager
by telephoning +617 5585 4500 or by visiting the Manager’s
website at www.LMaustralia.com.'®

Changing Rollover Investment Terms

Investors can change the term of their investment by giving
the Manager written notice at least 5 business days prior to the
existing maturity date.

Investors should consult with their adviser to obtain details of
the current PDS and most recent interest distribution rates prior
to reinvestment.’ The current PDS and most recent interest
distribution rates are also available from the office of the Manager
by telephoning +617 5585 4500 or by visiting the Manager’s
website at www.LMaustralia.com.'®

Notice of Withdrawal

To withdraw all or part of a currency hedged fixed term
investment, investors must notify the Manager in writing at least 5
business days prior to the maturity date of the current investment
term. Payment of the withdrawal will generally be made within
5 business days after the maturity date.'® The withdrawal is by
direct credit to the account nominated on the Application Form.

Please refer to the paragraph on this page headed “Automatic
Reinvestment Default Position” for further details of the
consequences of not providing the notice in writing at least 5
business days prior to the relevant maturity date.

"5 Past performance is not an indicator of future performance.
6 While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals to protect all investments. Refer to page 17 of this PDS (“How to Withdraw”). Page 10
age
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LM First Mortgage Income Fund Investments

Assets of the LM First Mortgage Income
Fund

The assets of the Fund are a diversified portfolio of Australian
registered first mortgages over commercial, residential, industrial,
retail, vacant land, interest bearing cash investments and “at call”
securities.

The assets of the Fund as at 29 February 2008 totalled
$718,403,075 and were made up as follows:

Australian Registered First
Mortgage Securities 96%

Cash & “At Call” Securities 4%

Investment Strategy and Structure

The Manager’s investment strategy is to provide competitive
investment returns from Australian registered first mortgage
securities, cash and “at call” securities. Risk management is a priority
and the Manager follows a disciplined research driven approach to
investment.

The Manager's Property Research and Analysis Committee
(‘PRAC"), specifically targets locations offering property growth
opportunities and property sectors which are expected to perform.
The Manager utilises the information provided by PRAC to review
and assess its asset allocation strategy for the mortgage securities.
As part of its asset allocation strategy the Manager diversifies the
mortgage portfolio at a number of levels including, sector, geographic
location, term and loan size.

All decision making in relation to the assets of the Fund is handled
through a collaborative discussion forum of committee structures,
rather than resting with one person. Both the broad base of expertise
involved in committee discussions together with the objectivity offered
by voting members of the committees is designed for the ultimate
protection of investor funds. The Credit Committee is integral to the
compliance and risk management processes utilised by the Manager
with respect to the selection of registered first mortgage assets for
the Fund. The Credit Committee calls for collaboration of a broad
base of expertise from the property, finance, legal and accounting
sectors when evaluating mortgage assets for the Fund. The formal
structure and collaborative decision making process provided by the
Credit Committee ensures an informed assessment and objective
decision is made when selecting the first mortgage assets of the
Fund. For more information in relation to the Credit Committee and
the Manager’s lending policies and procedures refer to the section
headed “Lending Policies and Procedures of the LM First Mortgage
Income Fund” on this page of the PDS.

To enhance investment returns from cash investments the Manager
may, from time to time, invest a proportion of Fund’s cash assets
with other fund managers who specialise in income bearing cash
investments, long and short term securities (including equity
securities and derivatives on securities) or mortgage securities.
Specialist fund managers are chosen following an extensive and
rigorous research process that examines their investment style,
expertise of their investment team and a range of other factors. The
Manager reviews each specialist fund manager’s performance on
an ongoing basis, ensuring that they operate within the mandated
expectations and guidelines. As at the date of this PDS, the Manager
has a policy limiting the proportion of Fund assets invested with other
specialist fund managers to 10%.

The Manager monitors and balances the Fund’s portfolio of assets
between cash, “at call’ securities and Australian registered first
mortgage securities, to ensure:-

» the delivery of consistent performance for investors;

» sufficient liquidity is available for investors redeeming their
investment in the Fund'. The Manager has a liquidity
policy that is monitored by the Board to adequately manage
payment of withdrawals within the time period specified; and

» liquidity is available to service the requirements of both
existing and new mortgage securities.

Since its inception in 1999, the Fund has settled approximately $3.5
billion of first mortgages. To ensure a continued supply of loans
for the portfolio, the Manager's Commercial Lending Department
markets its property related expertise, experience and lending
services throughout a network of Australian loan originators.

Lending Policies and Procedures of the
LM First Mortgage Income Fund

The Manager is selective in its choice of mortgages and adheres to
prudent lending parameters. The Fund follows strict lending policies
and procedures as detailed below:

» Assessment of the borrower - the Manager endeavours to
meet every borrower to assess character and business
acumen;

» All mortgages are subject to the Manager’s rigorous due
diligence process including approval by the Manager’s
Credit Committee;

> Afirst mortgage is always registered on property held as the
primary security;

» The Manager has every security property valued by one
of the Manager’s panel valuers or by a valuer meeting the
Manager’s standards for inclusion on its panel and adhering
to the Manager’s valuation guidelines;

» The Manager does not accept valuations performed on
the instruction of borrowers. The Manager requires that
valuations be provided on the Manager’s instructions, or that
valuers confirm that their valuations adhere to the Manager’s
requirements;

» The valuer must have appropriate professional indemnity
insurance;

» The valuer must certify that they are independent of both the
borrower and security property;

»  Anupdated valuation will generally be required where a loan
term is extended or a loan is otherwise varied. An updated
valuation will also generally be required for commercial
loans at 24 month intervals and for construction loans at 12
month intervals. The requirement for an updated valuation
may be waived where the Manager considers that an
updated valuation would serve no useful purpose (eg where
itis demonstrable that property values have increased or not
changed in the locality of the property, where a property under
construction is significantly presold, where a commercial
property has long term leases in place, where a sale

or refinance is imminent or where the loan to valuation ratio
of the property is low);

» The Manager has a policy of diversifying mortgage securities
geographically and by property type;

» The Manager has a policy of generally not exceeding the

7While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS (“How to Withdraw”).

Page 11



following loan to valuation ratios:-
® 66.67% for construction and development loans; and
® 75% for commercial loans;

» The constitution of the Fund does not allow the Manager
to exceed a loan to valuation ratio of 85% for any one loan
except in the event of default. This could occur for example,
where interest is being capitalised while the security
property is being marketed and sold, or where the Manager
determines that expenditure should be incurred to improve
the security property prior to sale (the Manager considers a
loan to be in default when interest payments have not been
received in breach of the loan agreement, or the loan term
has expired without repayment of principal);

» One of the tools the Manager employs to enhance income
into the Fund is to balance the assets of the mortgage
portfolio between commercial loans and selective
development loans;

» A serviceability analysis is performed to evaluate the
financial capacity of each applicant borrower including
checking the credit history of each borrower through a credit
bureau.

Further information in relation to investment policies and lending
criteria is outlined on page 31 of this PDS (“Additional Information”).

To the extent that they may affect the value or performance of an
underlying investment the Manager may take into account labour
standards, or environmental, social or ethical considerations
when making, retaining or realising an investment in the Fund.
The Manager has no predetermined view about how far such
matters will be taken into account, and the Manager will make a
determination on such issues on a case by case basis.

LM First Mortgage Income Fund Arrears
Management

The Manager has documented arrears management processes
which are implemented in the event that a mortgage loan goes
into default. Arrears loans are managed by a team of experienced
personnel. The documented processes include the following:

» Dishonoured payments or other defaults are referred to
the Arrears Manager for actioning. The Arrears Manager
immediately contacts the borrower to ascertain the
circumstances of the default;

» If the default is short term, arrangements are made with the
borrower to remedy the default;

» If the default is long term, a summary of the nature of
the default is emailed to the Arrears Committee with
recommendations;

» The Arrears Committee is comprised of the Executive
Directors, the Portfolio Manager, the Risk Manager, the
Arrears Manager and members of the Commercial Lending
Department as appropriate;

» The Arrears Committee meets at least weekly. The
Arrears Committee considers the recommendations for
arrears loans and supervises the preparation of an arrears
management plan for each arrears loan. Given the nature
of loans within the loan portfolio, the Manager adopts a
case by case approach to arrears management, reflected
in the individual management plans for each arrears loan;

» Management plans are implemented by the Arrears
Manager who maintains a separate arrears file for each

arrears loan;

» Reports on arrears loans are prepared and presented at
Arrears Committee meetings. Management plans are
considered and updated as necessary;

» In the formulation of a management plan the Arrears
Committee considers the following factors:

Current value of the security property;

Whether an updated valuation ought to be obtained;
Current loan amount;

Current loan to valuation ratio;

Areview of securities held;

Areview of insurances held;

Issue of default notices;

For commercial loans:-
> tenancy status;
® Forconstruction loans:-
> status of construction;
> costtocomplete;
> sales achieved;
> review of presales;
Current marketing and/or sales programs;
Credit assessment of the borrower and any guarantors;

® Whether demands ought to be issued to any
guarantors;

Any proposal by the borrower to remedy the default;

Status of any second or subsequent mortgages and
status of priority arrangements;

© Desirability of taking possession or appointing a
receiver or agent for the mortgagee;

® Compliance with statutory requirements (eg lodgement
of notices, maintenance of controller accounts);

® Any site-specific issues (eg planning, subdivision,
contamination or heritage status);

Potential sales avenues;

Whether sales agent ought to be appointed/selection of
agent;
» For all arrears loans, a detailed recoverability analysis
is prepared and updated on a weekly basis as part of the
arrears management plan;

» External consultants (valuers, lawyers, insolvency
practitioners, sales consultants etc) are engaged where
appropriate throughout the arrears management process;

» The Manager may from time to time foreclose on a security
property as part of a realisation strategy. Foreclosure is
a remedy available to a registered mortgagee by which
the mortgagee becomes the absolute legal owner of the
property free of any interest of the mortgagor. In the event
of foreclosure, the Manager may hold, improve and/or sell
the security property in order to achieve the best result for
the Fund. The Manager may sell a property on which it has
foreclosed to a related entity, in which case the sale price
will be determined by valuation.

Arrears loans are managed in this way until the security is sold
and/or all possible recovery action has been completed.

Page 12
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Assets of the LM First Mortgage Income Fund

The assets of the Fund as at 29 February 2008 totalled
$718,403,075 and were made up as follows:

Australian First Registered
Mortgage Securities 96%

Cash & “At Call” Securities 4%

As at 29 February 2008 the mortgage allocation was as follows:
Security Property Type Allocation

Commercial 34%
Residential 36%

[ ] Industrial 8%

M Pre-Development Land 16%

Retail 6%

Geographic Distribution of Security Property

‘ New South Wales 35%
/

K/ N
/

I Australian Capital Territory 3%
Victoria 9%
Construction and Development Mortgage Securities

] Queensland 34%

Western Australia 7%
M Northern Territory 11%
M Tasmania 1%

Construction & Development
Mortgage Securities 33%

Non-Construction Mortgage
Securities 67%*

*Non-Construction Mortgage Securities includes pre-development land, completed
developments and income generating commercial loans.

Mortgage portfolio details as at 29 February 2008

Total amount of mortgage securities $687,494,654
Number of mortgages 74
% of mortgages with fixed interest rates 100%
Average loan to valuation ratio 63.89%
Smallest loan $94,672
Largest loan $85,523,929
Average loan size $9,290,468
Undrawn loan commitments over $362,375,790
next 24 months

Average monthly undrawn loan commitments  $15,098,991

The Manager maintains a detailed cash flow model which
assesses the total Fund inflows and outflows including
programmed loan repayments from borrowers and progressive
loan draws. This model allows the Fund’s Portfolio Manager to
accurately assess Fund cash requirements to ensure sufficient
liquidity for the Fund to meet its commitments at all times.®

As at 29 February 2008 there were 52 borrowers. Two borrowers
had a mortgage that exceeded 5% of the mortgage portfolio. The
Manager generally ensures that no single mortgage exceeds
10% of the Fund’s assets.

One borrower may have an interest in several loan facilities
by way of different entities. The Manager assesses the total

exposure to one borrower as including those related entities with
different loan facilities.

Mortgage securities by maturity profile as at 29 February 2008

Period maturing % of Total Value $
0-6 months 38.42% $264,114,682
6-12 months 32.65% $224,434,036
12-18 months 17.19% $118,182,830
18-24 months 5.70% $39,203,830
24-36 months 3.37% $23,164,303
36-48 months 0% $0
48-60 months 2.67% $18,321,927

Mortgage securities by interest rate profile as at 29 February 2008
For the month ended 29 February 2008 the average interest rate
of the mortgage portfolio was 9.69%.

Interest rate % % of Total Value $
=0or<7.00% 0.12% $816,519
7.01-7.50 1.57% $10,812,275
7.51-8.00 7.78% $53,467,988
8.01-8.50 11.13% $76,515,263
8.51-9.00 10.51% $72,213,890
9.01-9.50 15.67% $107,696,936
9.51-10.00 1.98% $13,630,474
10.01-10.50 5.45% $37,435,117
10.51-11.00 30.59% $210,310,344
11.01-11.50 9.66% $66,433,970
11.51-12.00 5.54% $38,088,833
Status of Mortgage Loans

The Manager considers a loan to be in default when interest
payments have not been received in breach of a loan agreement,
or the loan term has expired without repayment of principal. Set out
in the table below are details of Fund loans falling into the former
category.

LM First Mortgage Income Fund Loans in Arrears

Period Principal UnpaidInterest No. ofloans
60-90 days $10,436,287  $609,953 1
90 days and over $34,685,533  $6,165,154 7
Total $45,121,820  $6,775,107 8

As at 29 February 2008 the percentage of mortgage securities in
arrears was 7.49%.

Al of the loans except for one in arrears were past their maturity
date. As at 29 February 2008 one other loan was past its maturity
date and it represents 0.6% of the mortgage portfolio.

The Manager utilises its property expertise and its Arrears
Management Policies and Procedures to secure realisation and
exit strategies for all arrears loans.

As at the date of this PDS the directors do not consider the arrears
above will result in a capital loss for the Fund.

8 While the Manager considers any delays unlikely, in certain circumstances the Manager may delay withdrawals from the Fund by up
to 365 days or suspend withdrawals in order to protect all investments. Refer to page 17 of this PDS (“How to Withdraw”).
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Unit Pricing

The price of units in the Fund has remained at $1.00 since
the inception of the Fund in October 1999. As per the Fund’s
constitution, the unit price is calculated monthly and determined
by dividing the value of the adjusted net assets of the Fund by the
number of units on issue on the last day of each month. The unit
price may vary and may increase or decrease depending on the
performance of the assets of the Fund.

The Manager has a Unit Pricing Policy which provides that Fund
assets will be valued at cost or fair value, depending on the type
of asset. The Manager will revalue an investment asset if the
Manager determines that a particular investment has increased
or decreased in value. A copy of the Unit Pricing Policy with any
assessment provisions exercised by the Manager is available free
of charge upon request.

Updated Financial and Other Information
The current financial report for the Fund is available at www.
LMAustralia.com or by telephoning freecall 1800 062 919
(Australia only) or +617 5584 4500. The Manager will notify
investors of any material adverse information in relation to the
Fund. Information relevant to the Fund that is not materially
adverse and that is subject to change from time to time (including
information in relation to Fund’'s fund size, asset allocation,
mortgage securities allocation e.g. geographic and property
type allocation, average loan to valuation ratio, performance
and arrears, including information contained in this PDS) will be
updated by the Manager on its website and a paper copy of any
updated information will be given to any person without charge on
request.

Page 14
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How to Invest

If a properly completed Application Form, investment funds
and investor/s verification documentation and information (as
required) arrive before 12 noon Queensland time on a business
day at the Gold Coast, Queensland, the application will generally
be accepted that day; if they arrive after that time, then that
application will be accepted on the next business day.

1.

2.

3.

Complete and sign the Application Form attached to this
PDS.

Remit funds directly to the Fund by one of the methods
outlined on pages 14 and 15.

Mail the Application Form plus the Direct Debit Request
Form / Bpay Receipt / Electronic Direct Credit Receipt /
copy of Telegraphic Transfer or Cheque, to the Manager
at LM Investment Management Ltd, PO Box 485 Surfers
Paradise QId 4217.

How to Remit Funds for Australian
Dollar Investments

There are a number of ways to remit funds for the Australian dollar
investment options in the Fund. Australian Dollar investors can:-

complete the Direct Debit Request Form attached to this
PDS (for investors with Australian bank accounts only);

or

make a cheque payable to the custodian (for Australian
bank account holders only)- PTAL acf LM First
Mortgage Income Fund;

or

remit funds directly by BPay (for Australian bank account
holders only). In this instance an investor must fax the
Application Form to the Manager then telephone the
Manager on freecall 1800 062 919 (Australia only) or
+617 5584 4500 to receive their account number. On
receipt of an account number the investor can proceed to
BPay by using:

Biller Code Reference No

53363 Your Account No

The Bpay receipt must be attached to the Application
Form when mailed to the Manager;

or

remit funds directly by electronic direct credit or
telegraphic transfer. In this instance once an investor
has forwarded the electronic direct credit or telegraphic
transfer to the Fund’s bank account (details below) the
investor must fax the completed Application Form and a
copy of the electronic direct credit receipt or telegraphic
transfer to the Manager and forward the original by mail;

LM First Mortgage Income Fund

Name of Account:

PTAL acf LM First Mortgage Income Fund

Bank: Suncorp Metway Ltd

Swift Code: METWAU4B

Branch: Wickham Terrace, Brisbane
BSB: 484799

Account No: 045450110

or

When remitting funds by electronic direct credit or
telegraphic transfer please provide the electronic direct
credit or telegraphic transfer reference code on the
Application Form in Section 13 and attach a copy of the
electronic direct credit receipt or telegraphic transfer
to the Application Form. Investors making additional
investments must complete the Additional Investment
Form available from the Manager's website at www.
LMaustralia.com. Investors should note that financial
institutions may charge a remittance fee which will be
deducted from their investment. We endeavour to ensure
inter-financier transfer processes are effected promptly,
but cannot be held accountable for any delays within the
banking system;

to make payment by credit card please complete the
Credit Card Payment Form attached to this PDS and
forward it with the Application Form to the Manager.
The merchant fees charged by the credit card provider
are deducted from the investment funds. The merchant
service fee may vary from time to time, but as at the
date of this PDS the merchant fees were 1.54% of the
investment funds.
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How to Remit Funds for Non-Australian
Dollar Currency Hedged Investments

Remit funds directly by telegraphic transfer. Telegraphic
transfers can be arranged with an investor’s overseas financial
institution by providing it with the following details of the bank
account to be credited (which is in the name of the custodian).
Please provide the telegraphic transfer reference code on
the Application Form in Section 13 and attach a copy of the
telegraphic transfer to the Application Form.

New Zealand investors should note the alternative payment
options referred to below under the heading “New Zealand
Investors”.

For currencies other than those shown on this page please
contact the Manager to obtain bank account details for
telegraphic transfers.

Please ensure that funds are remitted in the currency to be
invested.

Telegraphically transfer USD, GBP, EUR,
CAD, JPY, SGD, HKD, CHF, THB, SEK,
and other currencies (excluding NZD) to
the account below:-

Name of Account: PTAL acfLM First Mortgage Income Fund

Bank:

Commonwealth Bank of Australia

Address: 48 Martin Street, Sydney
Swift Code: CTBAAU2S

Branch: Sydney

Account No. 100642778

(plus the currency code for the currency
you are sending e.g. 100642778 USD)

New Zealand Investors

Telegraphically transfer NZD to the
account below:-
Name of Account: PTAL acfLM First Mortgage Income Fund

Bank: ANZ

Address: 203 Queen Street, Auckland, New Zealand
Swift Code: ANZBNZ22

Branch: Auckland

Account No. 0102 0987918 00

As well as making NZD Investments by telegraphic transfer,
investors living in New Zealand can:-

» Arrange for NZD investments to be direct debited from
their bank account. Please complete the Direct Debit Form
in this PDS; or

» make a deposit in person at an ANZ bank or
electronically direct credit investment funds to the ANZ
NZD account referred to above. When remitting funds by
direct credit please supply a copy of the direct credit receipt
and banking reference number provided by the remitting
bank in Section 13 of the Application Form.

After receipt of funds, currency hedged non-Australian dollar
applications are processed in the manner detailed in the paragraph
headed “Currency Hedged Initial Investment” on page 8 of this PDS.

Investors should note that financial institutions may charge a
remittance fee which will be deducted from their investment. The
Manager endeavours to ensure inter financier transfer processes
are effected promptly, but cannot be held accountable for any delays
within the banking system.

Minimum Investment Amount:

Investment Minimum Minimum Additional
Option Investment Investment/Monthly
Contribution

LM First Mortgage Income Fund

Flexi Account $1,000 Multiples of $1,000

Fixed Terms $1,000 Multiples of $1,000

LM Savings $100 Minimum monthly

Plan contribution &
additional investments
$100

Currency Hedged $1,000 Multiples of $1000

Non-Australian
Dollar Fixed Terms

The Manager will, at its discretion, accept investments of amounts
different to those set out above.

Monthly Contributions to an
LM Savings Plan Account

Investmentin  When Debited You can stop/restart

LM Savings Debited from the After the minimum

Plan nominated account initial 12 month
on the 24th of each period an investor
month or next can stop and restart
business day if their LM Savings
the 24thfallsona Plan at any time
weekend or public without incurring
holiday unless a fees by simply
specific date is contacting the

nominated on the
Application Form.

Manager in writing.

If an investor has not made a monthly contribution in 12 months
anew Direct Debit Request Form will have to be completed and
forwarded to the Manager.
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Adding to an Investment for Australian
Dollar Investments Only
When adding to an investment, please remember to:

» complete the Additional Investment Form available from
the Manager’s website at www.LMaustralia.com;

» provide the account number - if an investor is unsure of the
account number please contact the Manager;

state the full account name;

stipulate the amount to be added — payment can be made
by the methods outlined under “How to Remit Funds” on
pages 14 and 15 of this PDS. Any queries please contact
the Manager on +617 5584 4500 or freecall 1800 062 919
(Australia only);

include a daytime telephone number;

mail the Additional Investment Form plus the Direct Debit
Request Form / Electronic Direct Credit Receipt / copy of
Telegraphic Transfer or Cheque, to the Manager at LM
Investment Management Ltd, PO Box 485 Surfers Paradise
Qld 4217.

Please note that additional investments can be made at any
time to existing Australian dollar investments however additional
investments can only be added to existing currency hedged non-
Australian dollar investments on rollover of the current investment
term.

If you add to an existing fixed term investment (instead of starting
a new fixed term investment) the new application moneys will be
added to, and from that date will be treated as part of, the existing
investment. For example, if a 12 month term investor makes
an original investment of $100,000 on 12 March and then in 6
months time adds another $50,000 to the existing investment, the
entire $150,000 investment will mature 12 months after the initial
$100,000 investment was made.

If you are adding to an existing investment you should first
obtain a copy of the current PDS for the Fund, as the additional
investment will be made on the terms of that PDS. Investors can
obtain a current copy of the PDS at any time from their adviser,
our website at www.LMaustralia.com or by calling us on freecall
1800 062 919 (Australia only).

Cooling Off Period

A 14 day cooling off period generally applies to investments
in the Fund. The cooling off period does not apply to additional
investments or reinvestments of distributions.

During the 14 day cooling off period investors have the right
to change their mind and withdraw their investment. This 14
day period commences on the earlier of 5 days from the date of
issue of units in the Fund to the investor, or the investor receiving
confirmation that their investment has been accepted and
processed.

Investors wishing to withdraw must contact the Manager in writing
at LM Investment Management Limited, PO Box 485, Surfers
Paradise, Queensland 4217, by fax +617 5592 4116, or by email
to mail@LMaustralia.com. If the Manager receives a withdrawal
request within the 14 day cooling off period, it will withdraw and
refund the investment. The refund may be adjusted to reflect
any changes in unit price (positively or negatively), any taxation
incurred, and if the investment is a currency hedged fixed term
investment, any fees incurred in relation to breaking the FFEC.

These cooling off rights do not apply to wholesale investors (as
defined in the Corporations Act 2001) or if the Fund is not liquid
for the purposes of Chapter 5C of the Corporations Act. Investors
should contact their adviser or the Manager by telephoning +617
5584 4500 or by email to mail@LMaustralia.com if they have any
questions about cooling off rights.
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How to Withdraw

When requesting a withdrawal, investors please remember to:-

» provide the name of the Fund and the investment account
number. If you are unsure of the account number please
contact the Manager;

state the full investment account name;
stipulate the amount to be withdrawn and how it is to be paid;
include a daytime telephone number; and

vVVvyVvy

sign the request —
o ffitis ajointaccount both investors must sign the request;

o ifitisa company account either 2 directors, 1 director
and company secretary, or sole director who is also
the sole secretary must sign the request;

» You can send your signed withdrawal request by the
following options:-

® Faxing the signed withdrawal request to the Manager at
+617 55924116 or

® Scanning the signed withdrawal request and emailing it to
the Manager at investmentservices@LMaustralia.com or

® Mailing the original signed withdrawal request to the
Manager at PO Box 485, Surfers Paradise, Qld 4217
Australia.

If an investor requires withdrawal proceeds to be paid to an
account other than the account nominated on the Application
Form, then we may require further documentary evidence.

Fax & Scanned Images - Terms and Conditions

You should understand that a person without your authority could
send the Manager a fax or scanned image, and by pretending to
be you, transfer or withdraw funds from your account for their own
benefit or request any other changes to your account.

In using fax or scan facilities, you agree that the Manager is not
responsible to you for any fraudulently completed communications
and that the Manager will not compensate you for any losses.

You agree that should such a fraud take place you release and
indemnify the Manager against any liabilities whatsoever arising
from the Manager acting on any communication received by fax
or scanned image in respect of your investment, to the extent
permitted by law.

The Manager will not be liable for any loss or delay resulting from
the non-receipt of any transmission. These terms and conditions
are in addition to any other requirements that may form part of
your giving instructions relating to the completion of a particular
authority.

By sending the Manager a fax or scanned image you signify your
acceptance of these conditions.

Withdrawal Notice Period

Investment
Option

Withdrawal request Withdrawal is
received by the Manager paid by the Manager*

LM First Mortgage Income Fund

Flexi Priorto 12noononany  Generally within 30
Account Gold Coast business days from receipt of
Option day notice and is credited to
the investor’s financial
institution account
nominated on the
Application Form
Australian 5 business days priorto ~ Generally within 30
DollarFixed expiration of the fixed ~ days after maturity
Term term date by direct credit to
Investment the investor’s financial
institution account
nominated on the
Application Form.
Currency  5business days priorto ~ Generally within 5
Hedged Non- expiration of the fixed ~ business days after
Australian  term maturity date by direct
Dollar Fixed credit to the investor’s
Term financial institution
Investment account nominated on

the Application Form.

Generally within 30
days after the Manager

LM Savings Following the initial
Plan 12 month investment
Option period investors receives written notice of
can make up to 4 the withdrawal by direct
withdrawals annually by ~ credit to the account
giving written noticeto ~ nominated on the
the Manager. Application Form.

*LM First Mortgage Income Fund - Withdrawal Delays

The Manager is generally required by the constitution to satisfy
withdrawal requests within 180 days. In certain circumstances,
that period may be extended to 365 days or the Manager may be
entitled to suspend withdrawals. This facility allows for protection
of investment funds. The Manager has a liquidity policy that

is monitored by the Board to adequately manage payment of
withdrawals within the time specified. For all non-Australian
dollar investments, the Manager will continue to hedge (ona 1
monthly basis) the currency exposure of these investments. The
time periods for withdrawals referred to above are the periods
within which the Manager expects to be able to satisfy withdrawal
requests, based on the withdrawal requests previously made in
respect of the Fund. However, past experience is not an indicator
of future circumstances, and there could be delays in meeting
withdrawal requests, or a suspension of withdrawals. Refer to the
paragraph headed “Withdrawal from the Fund” on page 31 of this
PDS.

The withdrawal notice period commences from the time the notice
is received by the Manager. Where a request for withdrawal is
received on any day that is not a business day on the Gold Coast,
Queensland, the request is deemed to have been received by us
on the next business day.
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Minimum Withdrawal Amounts

Investment Option Withdrawin ~ Minimum
multiples of  balance

- Flexi Account Option $1,000 $1,000

- Fixed Term Options $1,000 $1,000

- LM Savings Plan Option $100 $100

If the investment amount remaining after a withdrawal is less than
the minimum balance set out above, then the Manager may direct
the withdrawal of the entire balance. The Manager has discretion
to allow withdrawal amounts other than those set out above.

Breaking a LM First Mortgage Income Fund Fixed Term
Investment or LM Savings Plan
Partial or full withdrawals are NOT permitted:-

» during a fixed term investment;
» during the initial 12 month term of an LM Savings Plan

investment or more than 4 withdrawals are not permitted
in any 12 month period thereafter.

The Manager has complete discretion to allow a partial or full
withdrawal during a fixed term investment or LM Savings Plan
and generally only allows early withdrawal in the event of death or
in cases of medical or financial hardship. If the Manager allows an
early withdrawal, the Fund will charge:-

» afee equal to the last three months’ interest distributions
paid or payable on the amount being withdrawn; and

» where an adviser is paid an upfront commission the
Fund will charge an additional fee equal to the upfront
commission paid, calculated on a pro-rata basis for the
length of time remaining to maturity.

The above fees will be deducted from the investment amount.

Currency hedged fixed term investors should note that the above
fees do not necessarily reflect the only impact of an early withdrawal.
Other impacts (including fees and charges that may be payable
to the financial institution which provides the FFEC) can only be
calculated at the time the request for early withdrawal is made,
because there are a number of variable factors, including currency
market rates and length of time to maturity. Investors will need to
contact the Manager if they want to withdraw early, and the Manager
can at that time provide details of the total withdrawal costs, fees and
other possible financial impacts.

Investors should note that the financial impacts on an investor
who breaks a currency hedged fixed investment term with an early
withdrawal are likely to result in the investor receiving less than the
original amount invested.

Overseas Remittance

Investors should note that financial institutions may charge a
remittance fee which will be deducted from their investment. We
endeavour to ensure inter-financier transfer processes are effected
promptly, but are not responsible for any delays within the banking
system.
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Adviser Access to Investment Information

Advisers can Monitor an Investor’s Investment

Advisers are provided with online access to full investment details and reporting on their clients” investments. For example, to check
maturity dates for investments advisers can access the Maturing Investment Reports for their clients by logging on to the LM Information
Exchange which is accessed from the home page on our website at www.LMaustralia.com. For access to the LM Information Exchange
the adviser can contact the Manager on freecall 1800 162 919 (Australia only) or +617 5584 4500.

Correspondence & Information from the Manager
To assist investors to keep track of their investment the Manager will send:-

» On Receipt of Investment Funds and Application Form:
The Manager will email the adviser to confirm receipt of investment funds and Application Form.

» OnlInvestment:
On initial investment a Contract Note will be forwarded as requested by the investor on the Application Form (refer to Section
8 of the Application Form — which provides for correspondence to investor/s by email or post, or for correspondence to only be
sent to the adviser ).

> Interest Distributions:
No correspondence is sent by the Manager. Interest distributions are reinvested unless the investor elects to have the interest
distributions paid to their financial institution account. Advisers can access Transaction Statements and Distribution
Statements from the LM Information Exchange.

» LM First Mortgage Income Fund Fixed Investment Terms Maturity Notice
The Manager provides advisers access to the Maturing Investments Report for their clients from the LM Information
Exchange. Anotice of maturity is emailed to advisers prior to the maturity date for fixed investment terms.

For Australian Dollar Fixed Term Investments - on the maturity date the investment will automatically rollover for a further
investment term of the same length unless the Manager receives written notice of withdrawal or of a change to the investment
term atleast 5 business days prior to the maturity date.

For Currency Hedged Non-Australian Dollar Fixed Term Investments — on the maturity date the investor’s original
investment amount and interest distribution (unless the investor has nominated for the interest distribution to be paid to their
bank account) is automatically reinvested and rehedged in the originally nominated currency for the rollover term selected on
the Application Form. If no rollover term is selected the investment will automatically rollover for further 1 month investment
terms until the investor provides the Manager with longer investment term instructions or a written withdrawal notice.

Investors and their advisers will need to access the Manager’s website or telephone us prior to the reinvestment term to access
the most recent interest distribution rates and the current PDS that will apply for the purpose of the reinvestment.?

» Rollover Confirmation
Within 5 business days following rollover of the investment a Rollover Confirmation Notice/Contract Note will be forwarded to
advisers.
» Transaction Statement is available to investors:
o from their financial adviser via the LM Information Exchange; or
® by requestto the Manager.

» Exit Statement with details of the investor’s investment account will be sent to the investor within 6 months of withdrawal from
the Fund.

» Annual Periodic Statement with details of the investor’s investment account will be sent to the investor once a year by 31
December for the preceding financial year.

» Annual Taxation Summary will be sent to an investor or made available to their adviser on the LM Information Exchange by
the end of September each year for the preceding financial year.

» Annual Financial Statements of the Fund will be available on the Manager’s website at www.LMaustralia.com by the end of
September each year for the preceding financial year. Investors can choose to receive the annual statements free of charge by
mail or email by marking the appropriate box in Section 8 of the Application Form.

Changing Details

Investors can advise the Manager of their change of address, email or telephone number/s by telephoning the Manager on 1800 062 919
(Australia only) or +617 5584 4500 or emailing the Manager at mail@LMaustralia.com.

All other changes including bank account details must be made by written request signed by the investor/s and sent to the Manager by:-
® Faxing the signed request to +617 5592 4116; or
® Scanning the signed request and emailing it to the Manager at investmentservices@LMaustralia.com or

® Mailing the original signed request to the Manager at PO Box 485, Surfers Paradise, QLD, 4217 Australia..
Change of Details Forms can be obtained from the offices of the Manager or online at www.LMaustralia.com .

9 Past performance is not an indicator of future performance. Page 20
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Fees & Other Costs

Government regulations require all financial product issuers to include the standard consumer advisory warning set out below. The
warning below is standardised across all product issuers and does not provide specific information on fees and charges for the LM First
Mortgage Income Fund.

CONSUMER ADVISORY WARNING

DID YOU KNOW?

Small differences in both investment performance and fees and costs can have a substantial
impact on your long term returns.

For example, total annual fees and costs of 2% of your Fund balance rather than 1% could reduce
your final return by up to 20% over a 30 year period (for example, reduce it from $100,000 to
$80,000).

You should consider whether features such as superior investment performance or the provision
of better member services justify higher fees and costs.

You may be able to negotiate to pay lower contribution fees and managements costs where
applicable. Ask the Fund or your financial adviser.

TO FIND OUT MORE

If you would like to find out more, or see the impact of the fees based on your own circumstances,
the Australian Securities and Investments Commission (ASIC) website (www.fido.asic.gov.au)
has a managed investment fee calculator to help you check out different fee options.

Refer to the table on page 22 of this PDS for information on the specific fees and charges that apply to the LM First Mortgage Income
Fund.
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This table shows fees and other costs that you may be charged. These fees and costs may be deducted from your money, from the
returns on your investment or from the Fund’s assets as a whole. Taxes are set out on page 25 of this PDS.

You should read all of the information about fees and costs, because it is important to understand their impact on your investment.

TYPE OF FEE OR COST AMOUNT HOW AND WHEN PAID
FEES WHEN YOUR MONEY

MOVES IN OR OUT OF THE FUND.

Establishment Fee : Nil Not applicable.

The fee to open your investment.

Contribution Fee : Nil Not applicable.

The fee on each amount contributed
to your investment by you.

Withdrawal Fee :
The fee on each amount you take
out of your investment.

Nil for the Flexi Account, or where you take out your
investment at the end of its Fixed Term, or in accordance
with the terms of the LM Savings Plan, after giving the
required notice.

The Fund may charge a fee for early withdrawal equal
to the last 3 months’interest distributions paid or payable
on the amount withdrawn plus any upfront adviser
commission paid in relation to the amount withdrawn,
on a pro rata basis for the length of time remaining to
maturity of the investment.

For Currency Hedged Non-Australian dollar fixed
investment terms there will be other financial impacts
on you which can only be calculated at the time of the
request for early withdrawal (due to a number of variable
factors including currency market rates and the length of
time to maturity). Further details are referred to under
the heading “Dollar Fee Example for Early Withdrawal
Fee Charged by the Fund” on page 24 of this PDS.

LM First Mortgage Income Fund Fixed Term
investments and LM Savings Plan only

- Fees for early withdrawal are deducted
from the amount withdrawn at the time of
withdrawal.

Termination Fee :
The fee to close your investment.

Nil

Not applicable.

MANAGEMENT COSTS

Fees and costs for managing your
investment.?

An amount estimated to be 3.5% pa of the net assets
of the Fund (this comprises estimated Management
Fees of 2.3% pa, estimated Fund expenses of 0.10%
pa, and an estimated adviser fee of 1.1% pa).?'

That part of the Fund's Management Costs which
comprises the Manager's Management Fee is
accrued daily and is currently paid monthly by being
deducted from the assets of the Fund. That part of
the Fund's Management Costs which comprises
expenses of the Fund (other than the Management
Fee) will be payable from the income or capital of
the Fund, either monthly or as the expenses are
incurred. That part of the Fund's Management Costs
which comprises the Management Fee may be able
to be negotiated with the Manager by a wholesale
client as a differential fee. Further information is
detailed under the heading “Additional Explanation
of Fees and Costs” on page 23 of this PDS.

SERVICE FEES

Switching Fee :
The fee for changing investment
options.

Nil

Not applicable.

2 All amounts include GST (if applicable) and take into account any input tax credits or reduced tax credits that may be available to the

Fund.

2 The adviser fee may be negotiable, but that will depend on what arrangements you may have in place with your adviser. See the
paragraph “adviser fees” under the heading “Additional Explanation of Fees and Costs” on page 23 of this PDS. Further information
on the Management Costs is also detailed under that heading.
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ADDITIONAL EXPLANATION OF FEES AND COSTS

Management Costs for the LM First Mortgage Income Fund

The Management Costs can only be estimated, as the actual costs are not yet known. However, the Management Costs for the Fund
for the financial year ended 30 June 2007 were 1.55% pa of the net assets of the Fund, and based on current financial information the
Manager considers 3.5% pa to be a reasonable estimate of the annual Management Costs. The Management Costs are made up of
the following different fees and costs (and note that the following fees and costs are explanations of the components which make up the
estimated 3.5% pa Management Costs, and are not additional fees or costs):-

» The Management Fee component of the Management Costs accrues daily and is paid monthly from the assets of the Fund.
The constitution of the Fund allows the Manager to recover a Management Fee of up to 5.5% pa of the net assets of the Fund.
At the date of this PDS, it is estimated that the Manager will only receive a Management Fee of 2.3% pa of the net assets of the
Fund, and that the Manager will waive its entitlement to the higher fee. Note however the section “Changes to Fees and Costs”
on this page of this PDS.

» The custodian fees for the Fund are currently the greater of 0.02% pa of the assets of the Fund and $20,000 pa.

» Adviser fees are fees paid to your adviser for professional financial advice. They are negotiated between you and your adviser.
These fees may be paid from the Fund as a lump sum and/or trail commission. If you choose not to use an adviser, your
individual distribution rate will still be calculated as if a fee of 1.1% pa (including GST) of your investment amount was payable to
an adviser. Any such amount not paid to an adviser will be used to meet Management Costs.

The individual distribution rates payable to investors will vary dependent on the adviser fees paid by the Fund. This adviser fee
is an expense of the Fund. The Manager’s reasonable expectation is that such fees would be up to 1.1% pa (including GST) of
your investment amount, but they could be higher. You should discuss the payment of this fee directly with your adviser.

» The Manager is reimbursed for all expenses properly and reasonably incurred in managing the Fund. This includes any bank
and government fees, charges and duties levied in connection with payments to and by the Fund. The estimate of Management
Costs referred to above is based on current financial information, but the actual expenses will depend on the amount incurred
during each particular year.

Bank and Government Fees and Charges

Some bank or government fees, charges and duties may be charged directly to you, rather than to the relevant Fund. For example,
cheque dishonour fees, and processing or remittance fees charged by banks. These amounts have not been taken into account in the
estimate of Management Costs referred to above, but are not expected to be significant amounts.

Merchant Service Fees for the LM First Mortgage Income Fund

If you invest by credit card a merchant service fee may be charged by the credit card provider. That fee will vary from time to time, but at
the date of this PDS is 1.54% of the investment funds. This amount is deducted from your investment funds at the time of investment.
This amount has not been taken into account in the estimate of Management Costs referred to above.

Tax (including Goods and Services Tax)
The fees quoted in this PDS are inclusive of GST where applicable. See the heading “Tax” on page 25 of this PDS for further details of
tax that may be relevant to your investment.

Differential Fees for the LM First Mortgage Income Fund

The Manager may negotiate differential fees with certain wholesale clients or employees of the Manager or of a related body corporate
of the Manager, or relatives of those employees. Such differential fees will depend on individual negotiation, compliance with legal
requirements, and any applicable ASIC policy. Where the differential fee arrangements involve the Manager paying rebates, the rebates
will be paid from the Manager’s own funds and will not affect other investors.

Changes to Fees and Costs

As noted above, the constitution of the Fund allows the Manager to recover a Management Fee of up to 5.5% p.a. of the net assets
of the Fund. The constitution also allows the Manager to waive all or part of its fee. The Manager’s current intention is to waive its
entitlement to part of its fee each month. The Manager will decide each month how much of the maximum 5.5% pa Management Fee it
will be paid, but at the date of this PDS, it is estimated that the Manager will only be paid a Management Fee of 2.3% pa of the net assets
of the Fund.

The Manager may decide to vary the amount of Management Fee it recovers, the amount of the other Management Costs, or the
methods of payment of those amounts, in its absolute discretion, and without your consent (but subject to the limits in the constitution).
The Manager will give investors notice of any such change which is material. In particular, the Manager will give 30 days written notice of
any change to the Management Fees under this PDS. Any immaterial change can occur without notice.

Marketing Fees
The Manager may pay properly authorised advisers a marketing reimbursement from time to time out of its own funds.
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LM First Mortgage Income Fund Fixed Term Investment and LM Savings Plan Early Withdrawal Fees Charged by the Fund

Partial or full withdrawals are NOT permitted during a fixed term investment, or during the initial 12 month term of an LM Savings Plan
investment (and more than 4 withdrawals from an LM Savings Plan are not permitted in any 12 month period thereafter). The Manager
has complete discretion to allow a partial or full withdrawal during a fixed term investment or LM Savings Plan and generally only allows
early withdrawal in the event of death or in cases of medical or financial hardship. If the Manager allows:-

» an early withdrawal from a fixed term investment; or

» an LM Savings Plan investor to withdraw during the initial 12 month term or allows more than 4 withdrawals in any 12 month
period thereafter;

the Fund may charge a fee equal to the last 3 months’ interest distributions paid or payable on the amount being withdrawn, and where
an adviser is paid an upfront commission the Fund will charge an additional fee equal to the upfront commission paid calculated on a
pro-rata basis for the length of time remaining to maturity.

Dollar Fee Example for Early Withdrawal Fee Charged by the Fund*

Below is an example of the early withdrawal fees charged by the Fund if you are allowed to break an investment term. It assumes the
investment term is 12 months, you withdraw $50,000 6 months after the investment date, you make no other transactions during the
year, the Fund paid total effective interest distributions of 8.00% pa, and the adviser is paid a 1.1% pa commission (including GST)
upfront. This is not a forecast.

LM First Mortgage Income Fund Fee Calculation Total Fee Paid to How and When Paid
Early Withdrawal Fee Example the Fund

Assuming 12 month investment term 3 months interest distribution Total fees of $1,550.00
and you withdraw $50,000 prior to the calculation — $50,000 x (8.00%/12x3)  $1,000.00 deducted from your
maturity date and the adviser was paid Plus Plus investment at the time
an upfront commission of 1.1% 1.1% pa for length of time remaining of withdrawal.

until maturity of the 12 month term $550.00
calculation — $50,000 x (1.1%/12 x 6)

*  For Currency Hedged Non-Australian Dollar Fixed Term Investments you should note that the example of withdrawal fees
outlined above does not necessarily reflect the only impact of an early withdrawal. Other impacts (including fees and charges
that may be payable to the financial institution which provides the FFEC) can only be calculated at the time the request for early
withdrawal is made, because there are a number of variable factors including currency market rates and length of time to maturity.
You should note that the financial impacts on an investor who breaks an investment term with an early withdrawal are likely to result
in the investor receiving less than the original amount invested.

EXAMPLE OF LM FIRST MORTGAGE INCOME FUND ANNUAL FEES AND COSTS

This table gives an example of how the fees and costs of the Fund can affect your investment over a one year period. You should use
this table to compare this product with other managed investment products.

Example of Annual Fees and Costs

Example — Balance of $50,000 with a contribution of $5,000 during the year

Contribution Fee Nil Not applicable

Plus: Management Costs 3.5% pa* (including GST) For every $50,000 you have in the Fund
you will be charged $1,750 each year.

Equals: Cost of Fund If you had an investment of $50,000 at
the beginning of the year and you put in
an additional $5,000 during that year, you
would be charged fees of $1,750**

Whatit costs will depend on the investment
term option you choose and the fees
you negotiate with the Fund or with your
financial adviser.

* This is an estimate only and not the actual Management Costs for your investment. Further information on the Management Costs
is detailed under the heading “Additional Explanation of Fees and Costs” on page 23 of this PDS. This amount includes an estimated
fee of 1.1% pa (including GST) of net assets payable to your adviser. (See the paragraph “adviser fees” under the heading “Additional
Explanation of Fees and Costs” on page 23 of this PDS). The table above is just an example. In practice your investment balance and
the value of the Fund will vary daily.

**Additional fees may apply — if the Manager allows you to withdraw early you may also be charged early withdrawal fees as set out on
page 24 of this PDS. Early withdrawal fees are deducted from your investment amount.

If the $5,000 was invested for a full 12 months, you would be charged $175 for that extra $5,000.
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Tax

Summary

Taxation law is constantly under review and changing. The
comments below are accurate for Australian resident tax payers
at the date of this PDS. Tax law is complex and each investor’s
circumstances are different. The Manager recommends all
investors seek professional independent taxation advice on their
investment before investing in the Fund.

Taxable Interest Distributions

The Manager’s policy is to distribute all net taxable income of the
Fund to investors each financial year. Under the current income
tax legislation, a trust operates as a flow through vehicle such that
the income of the trust when distributed, retains its character as it
‘flows through'’ the trust to the investor, and the Manager as trustee
is not generally liable to pay tax with respect to the Fund.

This has the consequence for investors that they will be required
to include their entitlement to the net income of the Fund in their
income tax returns and this income should be included in the
investors’ taxation return when the investors’ entitement to that
income arises. This entitlement arises irrespective of whether the
investor receives the income during the year, after the end of the
year, or if the income is reinvested as additional units in the Fund.

Disclosure of Tax File Number

The Manager recommends Australian resident investors
disclose their Tax File Number on the Application Form. The
Manager will be required to withhold tax at the highest marginal
rate (plus Medicare Levy) from interest distributions payable
to all investors who have not advised the Manager of their Tax
File Number or exemption details. It is not, however, against the
law for an investor to choose not to quote their Tax File Number
or exemption details. The collection of Tax File Numbers is
authorised, and the use of such information is regulated by the tax
laws and the Privacy Act.

Capital Gains Tax

If the Fund disposes of an asset, any capital gain on the disposal
must be included in the Fund’s calculation of net capital gain. The
net capital gain of the Fund will be distributed to investors as part
of the investor’s share of the Fund’s taxable income for the year
(in proportion to the investor’s investment in the Fund).

Where the disposal of an asset results in a capital loss, the loss
will be retained by the Fund and not distributed to investors. The
capital loss will generally be available to the Fund to offset any
future capital gains of the Fund.

If an asset of the Fund is disposed of after it has been owned by
the Fund for more than 12 months, any capital gain derived by the
Fund as a result of the disposal will potentially be reduced by 50%
for the purposes of calculating the net capital gain of the Fund.

The Manager will send to each investor their annual taxation
statement by the end of September each year. Investors
should not complete their taxation returns until they receive this
statement.

Non-Resident Investors

If an investor is not an Australian resident for taxation purposes,
the investor must (when completing the Application Form) provide
their overseas residential address. Withholding tax will then be
deducted from distributions before they are paid to investors.
The tax rate will depend on which country the investor resides
in*. Non-resident investors may be entitled to claim a credit for
withholding tax deducted in their country of residence. Investors
should consult their taxation adviser for further specific advice.

*Withholding tax is generally deducted at a rate of 10% from
interest distributions for most countries, however some exceptions
do apply. Please refer to the relevant Australian Double Taxation
Treaty for further information. Investors should consult their
taxation adviser for further specific advice.

Entities such as charities that hold tax exempt status will not incur
any Australian tax, including withholding tax.

Social Security

An investor’s investment in the Fund will be classified as a
financial investment by the Department of Veteran Affairs (“DVA”)
and Centrelink and therefore be included in the Income and
Assets Tests by the DVA and Centrelink. Government policy
in this area can often change and the Manager recommends
investors consult with their financial adviser, the DVA or Centrelink
for any further information on how their investment in the Fund
may affect them.

Goods and Services Tax

Goods and services tax (“GST”) is not directly applicable to an
investor’s investment in the Fund when they invest or redeem
their investment. The Fund may incur GST in respect to various
expenses and the Fund may not be entitled to input tax credits
with respect to all the GST the Fund incurs.
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Investment Risks

Risk Management
Allinvestments are subject to varying risks and the Manager actively manages the Fund with a view to balancing returns with security.
This is achieved by:

» employing experienced, professional personnel;

» maintaining a long term vision for the Funds;

» complying rigidly with its compliance program;

» actively monitoring and managing the assets of the Funds;

» continuing to set high performance benchmarks.

For any investor the key to managing their investment is to understand and be comfortable with:-
» theinvestment term;
» thelevel of risk; and
» potential volatility,

that accompanies an investment in the Fund. The Manager actively manages risk under its risk management program. These
comments are intended as a guide only and we recommend that investors seek professional financial advice.

Capital Risk The value of the investment might decline. Investments are not capital guaranteed. Should the Fund not achieve
appropriate rates of return or suffer a capital loss then there is the possibility that the investor could suffer a loss. No
losses of capital have occurred in the Fund since its inception in 1999, or are expected to occur as at the date of this
PDS. Past performance is not an indicator of future performance.

Unit Price The unit price is variable and may increase or decrease depending upon the performance of the investment portfolio of
the Fund.

The Manager is constantly assessing various investment sectors in order to determine which sectors have the best
potential in terms of income and/or capital security depending on the investment objective of the Fund.

Interest Distribution This risk relates to the volatility of returns to investors. The Manager stabilises interest distribution rate risk
Rate Risk as follows:
The Manager stabilises interest distributions risk as follows:-

»  cashassets of the Fund are proactively monitored to ensure that investments at least move in line with market
movements —investors should note that retums may not keep pace with inflation; and

» mortgage securities in the Fund utilise a combination of fixed interest rate lending and short lending terms
and the Manager utilises a policy of annual interest rate reviews on the anniversary of each of the mortgage
securities.

Currency Risk Non-Australian dollar investments in the Fund are hedged in the relevant currency against Australian dollar currency
movements. The Fund currency hedges a non-Australian dollar investment through the use of Forward Foreign
Exchange Contracts (‘FFEC”). Investors should however, be aware that any delay or shortfall in income or capital
payments from the Fund may result in a loss for the Fund due to breaking a FFEC. In such an event, the investment
will not be currency hedged and income and/or capital may be impacted.

Property Market Risk Property market risk is the risk that negative movements in the property market may impact on the capacity to fully
recover the amount owing on a mortgage.

The Manager manages this risk by strictly complying with its lending guidelines, loan to valuation ratio policies,
compliance program and the efficiency of its collections systems. The average loan to valuation ratio as at 29 February
2008 was 63.89%. Itis the Manager’s policy not to exceed a loan to valuation ratio of 85% for any one loan. However
in the event of a default the loan to valuation ratio of 85% may be exceeded. Mortgage securities are reviewed on an
ongoing basis with updated valuations obtained in accordance with the Manager’s valuations policies.

Development or In development or construction mortgages held by the Fund there could be delays in payment of
Construction Risk interest or repayment of capital due to the timing, completion and sale of the development.

The Manager’s personnel have considerable experience in dealing with construction and development loans. For
each loan an “as is” and an “on completion” valuation is obtained. Funding of the loan is controlled by the Manager on
a “cost to complete basis”. The Manager has specific procedures in place that are adhered to both prior to and during a
project to ensure that the security is maintained and risks minimised.

Investors should also refer to the paragraph headed “Interest Capitalisation Risk” below as construction and
development loans may have capitalised interest.

Interest Capitalisation Loans made from the Fund may require the interest to be paid periodically during the term of the loan or
Risk in the case of a construction and development loan a provision for interest may be built into the facility within the
approved loan to valuation ratio. (Loan to valuation ratio is generally 66.67% for construction and development
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loans). As a risk management measure, this provision for interest is built into the loan facility along with a contingency.
This enables the Manager to control the interest payments and ensure that they are met within the approved loan to
valuation ratio limit. In addition to this, a detailed financial analysis is conducted on each borrower to ensure that the
borrower has sufficient resources to cover interest commitments if required.

There is a risk that interest payments may not be recoverable because of:-

»  changed circumstances of the borrower;

»  changed circumstances of the security property; or

»  othereconomic conditions.
Where this occurs there may be insufficient cashflow in the Fund to meet interest distributions or redemption requests.
Allloans are monitored by experienced personnel employed by the Manager in its mortgage management division.

As at 29 February 2008 the percentage of mortgage loans in the Fund where interest payments were built into the loan
facilities was 52.71 % of the mortgage portfolio.

Credit Risk

This is the risk that a borrower may not meet its obligations in full and/or on time to pay interest and repay capital
financial obligations. The Manager mitigates this risk by utilising a conservative lending strategy in relation to the
mortgages and following strict lending guidelines.

Liquidity Risk

A delay in meeting an investor’s withdrawal request is possible where there are a significant number of withdrawal
requests received at the same time, which absorb the cash reserves of the Fund and if assets of the Fund are not
sufficiently liquid.

Generally the Manager is required by the constitution to satisfy redemption requests within 180 days. In certain
circumstances, that period may be extended to 365 days or the Manager may be entitlied to suspend redemptions.
The Manager has a liquidity policy that is monitored by the Board to adequately manage payment of withdrawals within

the time period specified. Refer to the paragraph headed “Withdrawal from the Fund” on page 31 of this PDS for further
details.

The Manager has arranged a line of credit facility with the Commonwealth Bank of Australia for $215 million which
can be utilised in liquidity management or to allow the Manager to take advantage of competitive commercial lending
opportunities for the Fund.

Arrears of the Fund’s
Mortage Portfolio

The Manager utilises its property expertise and its Arrears Management Policies and Procedures to secure
realisation and exit strategies for all arrears loans.

Further details of the arrears management processes are outlined on page 11 of this PDS.

Share Market Risks

The Fund may invest in specialist managed funds which in turn hold income bearing cash investments, long and short
term securities (including equity securities and derivatives on securities) which may be quoted on recognised stock
exchanges. The value of these investments might decline for reasons including domestic and international economic
conditions, changes in government fiscal, monetary and regulatory policies, changes in interest rates and currency
exchange rates, the rate of inflation or changes in the circumstances of the companies or funds in which the specialist
managed funds invest. Areturn on investments in the specialist managed funds or repayment of capital invested is not
guaranteed. As at the date of this PDS, the Manager has a policy limiting the proportion of Fund’s assets invested with
other specialist fund managers to 10%.

The Manager mitigates this risk by utilising specialist fund managers to invest the Fund’s assets held in this sector.
Each specialist is chosen following an extensive and rigorous research process that examines their investment
style, the expertise of their investment team and a range of other factors. The Manager reviews each specialist fund
manager’s performance on an ongoing basis, ensuring that they operate within the mandated expectations and
guidelines.

Borrowing risk

Under the constitution the Manager may borrow against the Fund assets on terms and conditions acceptable to the
Manager. The Manager has arranged a line of credit facility with the Commonwealth Bank of Australia (‘CBA”) for
$215 million. This facility was put into place in order to allow the Manager to take advantage of competitive commercial
lending opportunities, or to assist the Fund with managing liquidity, interest distributions or funding loan commitments.
Atthe date of this PDS the amount owing to the CBAwas $155 million. As at the date of this PDS the interest rate of the
facility is variable and is priced between 0.50% to 1.10% above the respective BBSY bid rate. The facility term is the
subject of an annual review. The finance facility is secured by a fixed and floating charge over the assets of the Fund,
providing the CBA as a secured lender with first priority over the assets and income of the Fund. The rights of investors
to the income and assets of the Fund are secondary to the rights of the CBA. The facility will be repaid via investment
inflows and inflows received from principal repayments from borrowers. This facility or a similar facility may be varied
from time to time in order to manage the Fund. Insufficient income generated by the Fund to service the CBA debt,

increases in the bank interest rate or an unforeseen refusal of the financier to extend the term of any facility could cause
the Fund to default on its loan.

Government Policies

Investment performance may be affected by changes to government policy in relation to taxes, exchange
rates, legislative changes, land tax, income tax and other government factors. These factors are generally
beyond the control of the Manager.
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About LM Investment Management Ltd

LM Investment Management Ltd (“the Manager”) is an Australian
funds manager operating internationally from offices on the Gold
Coast, in Sydney, Hong Kong, New Zealand and London. In
conjunction with its network of authorised financial adviser groups
domestically and abroad, LM provides an established investment
product with a range of flexible options, focused on achieving
income and flexibility to the investing public.

Since inception in 1998, the Manager has become a growing
presence in the financial services markets throughout Australia,
Hong Kong, Asia, the Middle East, United Kingdom and New
Zealand.

Recognised as a specialist funds manager within the AUD$22
bilion mainstream mortgage trust sector, LM Investment
Management Ltd manages one of Australia’s largest mortgage
trusts, the LM First Mortgage Income Fund. The Manager’s
other funds under management include the LM Wholesale First
Mortgage Income Fund, the LM Institutional Currency Protected
Australian Income Fund, the LM Currency Protected Australian
Income Fund and the LM Cash Performance Fund.

The Manager is licensed with the Australian Securities and
Investments Commission (“ASIC”) as a Responsible Entity and
Australian Financial Services Licensee. Independent audits of
its registered funds, their compliance plans and the Manager are
conducted at least annually.

The Manager specialises in professional and responsive financial
services, and is a highly regarded lending institution within
Australia’s business and property sectors.

Management Principles

The Manager’s corporate vision is to be recognised as a leading,
innovative and prudential funds manager. The management team
has a common understanding of business principles to ensure the
vision is upheld. These principles include:-

» delivering a high level of service with clear communication
and genuine empathy for clients;
offering qualitative investment and lending products;

using a research driven approach to anticipate market
changes and seek new opportunities:-

® toprotect the delivery of income; and
© to protect the delivery of a stable unit price.

The Manager’s commitment to offering clients a competitive
advantage with service is demonstrated by its use of information
technology delivering 24 hour access to online investment
reporting.

Key Personnel

The Directors of the Manager collectively offer considerable
years of experience and specialist knowledge from the finance,
insurance, legal and property sectors. The Manager also carries
a vast depth of professional property and business related
experience across all business units.

The Manager’s personnel are strategic thinkers with the foresight
to identify quality investment opportunities, while keeping their
fingers on the pulse of Australia’s property and finance markets.
The Manager blends this foresight with a sound investment
philosophy to seek optimum results for investors.

The Directors encourage the key decision makers at LM
Investment Management Ltd to take a ‘hands-on’ approach when
seeking new investment opportunities and anticipating market
changes.

Financial intermediaries and investors have direct access to
a staff which provides prompt professional assistance. Our
relationships are built on honest and open communication and a
genuine appreciation of our clients’ needs.

Corporate Governance

The Board of LM Investment Management Ltd generally
meets quarterly to discuss the strategic direction of LM and the
monitoring of its funds. The Manager has a strong commitment
to corporate governance, compliance and risk management. The
Manager has a committee based structure for all major decision
making processes to ensure ultimate protection of investor funds.

Executives and a representative of the Board meet weekly to
discuss issues pertinent to the Manager and its funds. Each
executive is responsible to the Board for the operation of their
own business unit. The Funds Management Committee meets
monthly to analyse and review performance of the funds. The
Compliance Committee generally meets quarterly to monitor and
review compliance systems and processes to ensure that they
are in accordance with the Compliance Program and registered
funds’ compliance plans.

The Manager follows a disciplined research driven approach to
investment. The Manager’'s Property Research and Analysis
Committee (“PRAC”), specifically targets locations offering
property growth opportunities and property sectors which are
expected to perform.

The Board and management also have access to a range of
independent and expert advisers to assist on particular technical
issues.

As an unlisted public company, the Manager is the subject of
yearly financial audits. The audits are a requirement under the
Corporations Act 2001. These audits are performed by Ernst &
Young, an international accounting firm. Ernst & Young also
perform financial and compliance audits on the Manager’s
registered funds on a bi-annual and/or annual basis dependent
on the relevant fund’s compliance requirements.
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The Directors

Peter Charles Drake, Chairman and Chief Executive Officer

As CEO Peter is principally responsible for the strategic vision, direction and the structured growth of LM
Investment Management Ltd (‘LM”). Peter has been involved in the financial services industry since 1978, and is
particularly active in investment product design. Working closely with LM’s Portfolio Manager to manage the growth
of funds under management, Peter also plays an integral role in LM’s Funds Management Committee, and Credit
Committee. Peter’s vision of an innovative and prudential funds manager holds true as LM continues its dynamic
growth in the Australian financial services sector.

Lisa Maree Darcy, Executive Director

Lisa joined LM Investment Management Ltd in 1998 and was appointed Executive Director in September 2003.
Lisa is principally responsible for all accounting functions of both LM Investment Management Ltd and its registered
schemes. She works closely with LM’s Portfolio Manager, to manage the growth of funds under management. Lisa
plays an integral role in LM’'s Funds Management Committee and Credit Committee. With more than 20 years
experience in the banking and financial planning industry, including financial accounting and funds management,
Lisa makes a valuable contribution to LM’s ongoing management of investment funds and financial services. Lisa
holds a Bachelor of Business from Griffith University.

Eghard van der Hoven, Executive Director, Portfolio Manager

In 2003 Eghard joined LM Investment Management Ltd as Portfolio Manager, responsible for the monitoring and ongoing
performance of LM's various funds. As Executive Director, Eghard’s sound understanding of the investment industry
spanning almost 20 years includes extensive experience in stock broking, auditing, investment analysis, business strategy
and policy planning. As the Chair of LM's Funds Management Committee, Eghard is responsible for joint decisions in relation
to the asset allocation, geographic spread allocation, cash flow, delivery rate forecasting and budgeting of LM's funds.
Eghard also sits on the Credit Committee and the Arrears Management Committee. He holds a Master of Commerce,
majoring in Economics, and a Bachelor of Commerce (Hons) in Economics, from University of Pretoria, South Africa.

Francene Maree Mulder, Executive Director, General Manager Distribution/Product

Francene commenced with LM Investment Management Ltd in 1999, following a 20 year career in the commercial, legal
and securities sectors. Prior to joining LM Investment Management Ltd, Francene held managerial positions focused on the
areas of commercial mortgages, conveyancing and the property sector. Specific experience in mortgage securities and the
marketing of financial products provided a solid background for Francene to successfully undertake her role within LM. As
Executive Director, Francene is primarily responsible for the marketing and expansion of distribution of LM'’s products on a
wholesale and retail basis, throughout Australia and intemational markets. Francene takes an active role in the direction of
all client communication, company communication and service. Francene is also a member of the Property Research and
Analysis Committee, Funds Management Committee, Credit Committee and Arrears Committee.

John Dillon, Non-Executive Director

John holds more than 30 years strategic and managerial expertise in the business and development sectors domestically
and abroad. As Non-Executive Director, John’s experience complements the continued strategic growth of LM
Investment Management Ltd as an Australian funds manager with international operations. John’s previous managerial
experience includes the strategic and financial growth of Vision Cabinets Pty Ltd, a specialist cabinetry business that
services a range of residential and commercial clients nationally. Prior to Vision, John was Managing Director ASEAN of
Occidental Chemicals, responsible for the administration, manufacture and distribution to the Association of South East
Asian Nations (ASEAN). He also holds a Bachelor of Commerce from the University of New South Wales.

Val Llewellyn, Non-Executive Director

Val holds over 30 years’ management experience in the engineering, manufacturing, labour hire and training sectors in
Australia, London and Wales. In 1982, Val emigrated with his family to Australia, establishing Axial Engineers, then later
established Axial HR, an industrial labour hire operation to operate alongside Axial Engineers. In 1996, Val became sole
shareholder and Director of the Axial group of companies, and in 1997 established Axial Training to train new apprentices,
supervisors and managers in the manufacturing, engineering, mining, warehousing, food processing (butchery), retail and
business sectors. The Axial Group currently operates from six locations throughout Queensland and also in Perth. Val is a
qualified Chartered Accountant, admitted as a Member of the Institute of Chartered Accountants in England and Wales in 1972.

John O’Sullivan, Non-Executive Director

John has over 20 years experience in funds management and investment advice in Europe, Asia and Australia. His previous
roles have included CEO and Partner of a large advisory business in New Zealand, General Manager of Oceanic Life in New
Zealand and Director of Oceanic Funds Management in Australia. When Oceanic was purchased by Sun Alliance, he was
appointed New Zealand Manager of Sun Alliance Asset Management. He is currently Managing Director of his own distribution
company, O'Sullivan Capital Management Ltd.
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Additional Information

Payment and Other Instructions

Each investor releases, discharges and agrees to indemnify the
Manager from and against all actions, proceedings, accounts,
claims and demands whatsoever and howsoever arising from or in
connection with or in any way related to the Manager in good faith
accepting and acting on instructions received in writing, by facsimile
transmission or by scanned image which are signed by or purported
to be signed by an authorised signatory or signatories.

Fax & Scanned Images - Terms and Conditions

You should understand that a person without your authority could
send the Manager a fax or scanned image, and by pretending to
be you, transfer or withdraw funds from your account for their own
benefit or request any other changes to your account.

In using fax or scan facilities, you agree that the Manager is not
responsible to you for any fraudulently completed communications
and that the Manager will not compensate you for any losses.

You agree that should such a fraud take place you release and
indemnify the Manager against any liabilities whatsoever arising
from the Manager acting on any communication received by
fax or scanned image in respect of your investment, to the extent
permitted by law.

The Manager will not be liable for any loss or delay resulting from the
non-receipt of any transmission. These terms and conditions are in
addition to any other requirements that may form part of your giving
instructions relating to the completion of a particular authority.

By sending the Manager a fax or scanned image you signify your
acceptance of these conditions.

Changes to Terms and Conditions

The fees that apply to investors’ investment accounts can change
from time to time. Investment terms and conditions can also be
changed by the Manager giving notice of the changes. Investors
will need to contact their adviser or the Manager, or access the
Manager’s website to find out the terms and conditions which apply
from time to time.

Appointment of Authorised Delegate

An ‘authorised delegate’ is any company, partnership or individual
appointed by an investor to operate their account. The most
common arrangement is to appoint an investor’s financial adviser to
enable him or her to better manage the investor’s financial affairs.

An investor may appoint an authorised delegate by signing and
dating the authority on the Application Form. The authorised
delegate must also sign the authority. Where the authorised
delegate is a corporation or a partnership, a duly authorised officer
or partner of the authorised delegate must sign the authority. The
Manager may require proof of authorisation.

The authorised delegate has the same powers as an investor to
access investments, make further investments in the Fund on
behalf of the investor or to make written requests for withdrawals
from the Fund. Such withdrawal may only be paid to the account
nominated on the Application Form. In the case of an authorised
delegate which is a corporation or a partnership, the Manager may
act on the instructions of any person it reasonably believes to be
an authorised officer or partner, and any instruction given by such
an officer or partner shall be deemed to have been given by the
authorised delegate.

Investors may at any time, in writing, notify the Manager of the
revocation of appointment of an authorised delegate. Such
revocation however, will not be effective until the Manager has
acknowledged the revocation in writing.

By signing the authority on the Application Form, an investor agrees
to release, discharge and indemnify the Manager from and against
all actions, proceedings, accounts, claims and demands arising
from the release of information to the authorised delegate named
on the Application Form, or in respect of any loss or liability arising
out of any transaction or dealing made or purported to be made
pursuant to an actual, purported or alleged direction or authority of
an authorised delegate, notwithstanding the fact that the transaction
or dealing was requested or received without the authorised
delegate’s or the investor’s knowledge or authority.

Joint Investors

If an investor’s investment is held jointly with one or more other
persons, the Manager can send notices, statements or other
documents (including any changes to investment terms and
conditions) by mailing them to any one of the joint holders (that is,
the first investor or any of the other joint holders) at their nominated
correspondence address. The investors will be deemed to have
received the notice, statement or other document on the second
business day after it is sent. If the Manager gives these notices,
statements or other documents to any one of the joint holders, their
authorised delegate or adviser, they will be deemed to have been
received by all of the joint holders.

Applications signed by several parties are deemed to be signed as
joint tenants and unless otherwise agreed all parties must sign to
authorise a withdrawal.

Privacy — use and disclosure of personal information

The privacy of an investor’'s personal information is important to
the Manager. The purpose of collecting investor information on
the Application Form is to process the application and manage an
investor’s investment in the Fund. If the information an investor
gives is not complete or accurate, the Manager may not be able to
provide the products and services applied for.

In processing the application and managing investors’ investments
in the Fund, the Manager may disclose personal information to other
parties such as an investor’s financial adviser and/or IT service
providers of financial advisers, the financial adviser’s licensee or as
required by law.

Investors are entitled to request reasonable access to their
personal information. The Manager reserves the right to charge an
administration fee for collating the information requested.

For further details on the Manager’s Privacy Policy please visit the
Manager’s website at www.LMaustralia.com.

The Constitution for the Fund

The constitution for the Fund is a legal contract between the
Manager as responsible entity and each investor. The constitution
together with the Corporations Act and other relevant law governs
the relationship between the Manager and investors, the Manager’s
duties as a responsible entity and the way the Manager must
operate the Fund. The constitution includes provisions which deal
with:-

» therights of investors;

» the duties and obligations of the Manager as the responsible
entity;
investment and borrowing powers of the Manager;
ability of the Manager to be indemnified by the Fund for
all expenses, losses and liabilities arising in its capacity as
responsible entity provided it has properly performed its
duties;

» ability to remove the Manager,;
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unit issue and redemption procedures;
convening and conduct of the Fund'’s investor meetings;
the duration and termination of the Fund; and

vV v vy

rights to Fund interest distributions.

The terms and conditions of the constitution are binding on
investors and the Manager as the responsible entity of the Fund.

The statements in this PDS only provide a summary of some of
the provisions of the constitution. The Manager may change
the constitution in accordance with the Corporations Act 2001.
However any change that may adversely affect investors’ rights
must be approved by special resolution of the investors.

Classes Of Units

The Fund constitution authorises the Manager to issue different
classes of units with special rights or restrictions as determined
by the Manager from time to time. The interest distribution rate
offered or paid to the different classes may vary. The Manager is
required under the Corporations Act to treat all investors within a
class of units equally and as between classes fairly. The Manager
has created separate classes of units in the Fund representing
each different type of investment. The Manager will only issue
new classes of units where it considers it appropriate having
regard to the interests of existing investors and in accordance with
the Manager’s obligations under the Corporations Act and the
constitution.

Invitation Only Wholesale Clients in the Fund

The Manager may invite wholesale clients to invest in the
Fund. Such an investor must provide 1 business day’s notice
of redemption of the investment to the Manager but is otherwise
subject to the withdrawal provisions as outlined in the paragraph
headed “Withdrawal from the Fund” on page 31 of this PDS. The
interest distribution rate for such investors will be determined
by the Manager from time to time. The Manager may waive the
whole or part of its Management Fee in respect of such investors.
The Manager may also waive the whole or part of its Management
Fee in relation to investments by its employees, or employees of a
related body corporate of the Manager.

The above arrangements constitute differential fee arrangements
under ASIC Class Order 03/217 (as amended) and are offered
to wholesale clients (within the meaning of section 761G of the
Corporations Act 2001) or employees of the Manager, or of a
related body corporate of the Manager.

The Manager also issues units to relatives of the Manager’s
employees, and waives the whole or part of its Management
Fee for those members. Those members hold units of different
classes to the units held by other members in the Fund.

The Nature of Units of the Fund
Each unit gives the holder an undivided interest in the Fund.
However, a unit does not confer any interest in any particular
asset of the Fund and does not entitle the holder to have any of
the assets of the Fund transferred to them or to interfere with any
of the Manager’s rights or powers.

Powers and Duties of the Responsible Entity

All of the assets and undertakings of the Fund vest in the Manager
to hold on trust for investors. In relation to the assets of the Fund
the Manager has all of the powers of a natural person who is the
absolute beneficial owner of the assets.

The Manager must act in accordance with the constitution and the
Corporations Act 2001 and is responsible for administering the

Fund, determining investment policy, selecting and managing the
investments, valuing the investments, sending notices and reports
to investors, arranging investors’ meetings, accepting or rejecting
applications for investment, calculating the number of units to
be issued or withdrawn, maintaining a register of investments,
payments of interest distributions to investors, preparation and
interest distribution of cheques, managing the Fund borrowings
and ensuring that the Fund is carried on and conducted in a
proper and efficient manner. The Manager is entitled to various
indemnities under the constitutions.

Withdrawal from the Fund

Generally the Manager is required by the constitution to satisfy
withdrawal requests within 180 days. In certain circumstances,
that period may be extended to 365 days or the Manager may be
entitled to suspend withdrawals in order to protect all investments.
The Manager has a liquidity policy that is monitored by the Board
to adequately manage payment of withdrawals within the time
period specified. The Manager may suspend withdrawals where:

(i) the Fund’s cash reserves fall and remain below 5% for 10
consecutive Business Days; or

(i) if in any period of 90 days, the Manager receives net
withdrawal requests equal to 10% or more of the Fund’s
issued units and, during the period of 10 consecutive days
falling within the 90 day period, the Fund’s cash reserves
are less than 10% of the total assets; or

(iii) itis not satisfied that sufficient cash reserves are available
to pay the withdrawal price on the appropriate date and to
pay all actual and contingent liabilities of the Fund; or

(iv) any other event or circumstance arises which the Manager
considers in its absolute discretion may be detrimental to
the interests of the members of the Fund.

Historically, the Fund has successfully met all withdrawal requests
on time and in full. This is due to the liquidity management of the
Fund and the structure of the investment terms (although past
performance is not an indicator of future performance).

The Manager does not expect that the Fund will be a managed
investment scheme that is not liquid as that term is defined in the
Corporations Act.

Part 5C.6 of the Corporations Act provides that a managed
investment scheme is liquid if liquid assets account for at least
80% of the value of scheme property. Liquid assets would
ordinarily include money in an account or on deposit with a bank,
bank accepted bills, marketable securities, or any other property
(including the mortgage loans of the Fund) which the Manager
reasonably expects can be realised for its market value within
the period specified in the Fund’s constitution for satisfying
withdrawal requests while the Fund is liquid. The liquidity of the
Fund is therefore dependant on whether 80% of the Fund property
(including the mortgage loans) can be realised for its market
value within the period specified in the constitution for satisfying
withdrawal requests while the Fund is liquid. In the unlikely event
that the Fund is not liquid, an investor will only be able to withdraw
their investment in the manner specified in s601KB to s601KE
of the Corporations Act, which would include making written
withdrawal offers to all investors (or all investors of a particular
class) based on the units they hold in the Fund.

Authorised Investments of the Fund
The Manager may investin “Authorised Investments” as defined in
the constitution, which includes but is not limited to bank deposits,
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investments in cash, stocks, bonds, notes or other securities or
derivatives and options over securities or derivatives, loans and
interests in any registered managed investment scheme (as
defined in the Corporations Act 2001).

To the extent that they may affect the value or performance of an
underlying investment the Manager may take into account labour
standards, or environmental, social or ethical considerations
when making, retaining or realising an investment in the Fund.
The Manager has no predetermined view about how far such
matters will be taken into account, and the Manager will make a
determination on such issues on a case by case basis.

Appointment and Removal of the Manager

The Manager may retire in accordance with the Corporations
Act 2001. Investors of the Fund by extraordinary resolution may
remove the Manager and appoint a new responsible entity of the
Fund.

Borrowings of the Fund
Under the constitution the Manager may borrow against the Fund
assets on terms and conditions acceptable to the Manager.

The Manager has arranged a line of credit facility with the
Commonwealth Bank of Australia (‘CBA”) for $215 million. This
facility was put into place in order to allow the Manager to take
advantage of competitive commercial lending opportunities, or
to assist the Fund with managing liquidity, interest distributions or
funding loan commitments. At the date of this PDS the amount
owing to the CBA was $155 million. As at the date of this PDS the
interest rate of the facility is variable and is priced between 0.50%
to 1.10% above the respective BBSY bid rate. The facility term is
the subject of an annual review. The finance facility is secured by
a fixed and floating charge over the assets of the Fund, providing
the CBA as a secured lender with first priority over the assets and
income of the Fund. The rights of investors to the income and
assets of the Fund are secondary to the rights of the CBA. The
facility will be repaid via investment inflows and inflows received
from principal repayments from borrowers. This facility or a similar
facility may be varied from time to time in order to manage the
Fund.

The Manager’s Indemnity

To the extent allowed by law, the Manager is indemnified out of
the Fund against any claim, action, damage, loss, liability, costs,
expense or payment which the Manager incurs or is liable for in
relation to the Fund, provided that it does not arise from the fraud,
negligence or wilful default of the Manager or its employees.

Expenses

All expenses reasonably and properly incurred by the Manager
in connection with managing the Fund are payable or able to
be reimbursed out of the assets of the Fund. These expenses
include:

» preparation, review, distribution and promotion of any
offer document;

» the sale, purchase, insurance, custody and any other
dealing with assets;

» any proposed investment;
» administration, management and promotion of the Fund;

» communicating with, or convening and holding meetings
of and dealings with investors;

» tax (provided it is not on the personal account of the
Manager) and bank fees;

» the engagement of experts and advisers;

» preparation and audit of the taxation returns and financial
statements of the Fund;

» termination of the Fund and the retirement or removal of
the Manager and the appointment of a new responsible
entity; and

» any court proceedings, arbitration or other dispute
concerning the operation of the Fund or any asset of the
Fund.

Fees payable to an adviser of an investor will also be expenses of
the Fund.

Liability of Investors

The constitution limits the liability of investors to the amount of
their investment. However, the Manager cannot give an absolute
assurance on this matter as the issue of the investor’s liability has
not been fully resolved by the courts.

Compliance Plan

As a responsible entity, the Manager is required to adhere to the
compliance plan for the operation of the Fund. The compliance
plan sets out compliance measures in relation to the conduct of
the Fund and its business. The compliance plan is designed to
document compliance risks, the monitoring process, and provide
a basis for compliance adherence and auditing. The compliance
plan is lodged with ASIC and is independently audited annually.

The Manager’s Board and Compliance Committee monitor and
review its compliance plans to ensure that all compliance systems
are followed.

Investment Procedures and Policies

Investment procedures and policies of the Manager are reviewed
on an ongoing basis. Outlined below is a broad overview of the
investment and lending procedures that apply to the Fund.

Investments by the Manager

The Manager has policies in relation to investing the Fund’s
assets with specialised fund managers of registered managed
investment schemes (as defined by the Corporations Act 2001).
A specialist fund manager is only chosen if the Manager is fully
satisfied with its due diligence conducted on the specialist fund
manager which includes the investment style, expertise of their
investment team and a range of other factors. The Manager
constantly monitors and reviews each specialist fund manager’s
performance ensuring that they operate within mandated
expectations and guidelines.

At the date of this PDS, the Manager has a policy of limiting
investment with specialist fund managers that invest in income
bearing cash investments, equity securities and options to 10% of
the assets of the Fund.

Lending Criteria of the Fund
» The Manager has determined and documented lending
policies for the approval and management of mortgages.
Risk management is a priority, with mortgages diversified
over a number of levels including geographic location,
sector, loan size, interest rate and maturity profile.

» The type of real estate offered for security must be
acceptable to the Manager. Typical mortgage securities
will include commercial, industrial and residential real
estate (including development loans across these
sectors) secured by a registered first mortgage. A first
mortgage must be registered on the primary security

property.
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» The value of the security property must be established in
accordance with the valuations policy of the Manager.

» The ability of the borrower to service the facility must be
established to the satisfaction of the Manager.

Development Loans
The following additional requirements are imposed in the case of
development loans:

» The initial drawdown for the facility is arrived at after
considering both the approved loan to valuation ratio on
the “as is” valuation and the “cost to complete” formula.
The initial drawdown must meet the loan to valuation ratio
required and also allow sufficient funds to be available
in the facility to complete the development. The project
feasibility must reflect the “cost to complete” formula
throughout the life of the project. The concept of a “cost
to complete” formula is that the lender always retains
sufficient funds within the loan facility to complete the
development based on its assessment of the actual cost
to complete the project.

» Additional development loan procedures are required
throughout the development stages of the loan to ensure
the development is adequately monitored.

» Where applicable a tripartite agreement is made between
the Manager, the borrower and the builder. This enables
the Manager, in the event of default by the borrower, to
deal directly with the builder.

Credit Committee

The Credit Committee is an internal review committee for
all mortgage investments and is independent from all other
departments. The Credit Committee meets as required to
consider proposed and actual investment opportunities. The
Credit Committee contains a broad experience base and includes
departmental team leaders for planning purposes.

New mortgage investment proposals are put forward by the
commercial lending department for consideration with a written
summary. The Credit Committee is responsible for setting the
primary terms and conditions upon which subsequent approval
will be based.

When mortgage investment proposals are completed in
accordance with the Manager’s credit standards they are required
to be finally approved by the Credit Committee.

Valuations Policy

All real property assets of the Fund are required to be valued
prior to settlement of each transaction. Valuations may only be
carried out by the Manager’s panel valuers or by a valuer meeting
the Manager’s standards for inclusion on its panel and must
adhere to the Manager’s valuation guidelines. The Manager has
determined and documented valuation review procedures for
guidance on each valuation.

Appropriate instructions must be given to the valuer having regard
to the type of valuation required. In particular the instructions
should indicate the type of valuation required eg. “as is” or “on
completion”.

The Manager, in accordance with its valuations review guidelines
is responsible for the review of all valuations. Unresolved issues
arising from a review must be referred to an executive director for
discussion and determination.

As an internal checking mechanism, an independent property

report is obtained (where appropriate) from two real estate
agents or an alternate valuers report whose normal trade area
encompasses the property being valued.

The valuer must have appropriate professional indemnity
insurance.

The valuer must certify they are independent of both the borrower
and the security property.

The Manager does not accept valuations performed on the
instruction of borrowers. The Manager requires that valuations
be provided on the Manager’s instructions, or that valuers confirm
that their valuations adhere to the Manager’s requirements.

An updated valuation will generally be required where a loan term
is extended or a loan is otherwise varied. An updated valuation
will also generally be required for commercial loans at 24 month
intervals and construction loans at 12 month intervals. The
requirement for an updated valuation may be waived where the
Manager considers that an updated valuation would serve no
useful purpose (eg where it is demonstrable that property values
have increased or not changed in the locality of the property,
where a property under construction is significantly presold, where
a commercial property has long term leases in place, where a sale
or refinance is imminent or where the loan to valuation ratio of the
property is low).

Valuation Panel

Members of the valuation panel are appointed and removed in
accordance with the Manager’s valuation panel appointment
guidelines. The Manager is responsible for approving the
appointment or removal of a panel valuer.

Development Valuations
Separate valuations (may be within the one valuation report) are
required in relation to “as is” and “on completion” valuations.

“As is” Valuation

The “as is” valuation is the market valuation of the property at the
time of the initial drawdown. The loan to valuation ratio in this
case must fall within the Manager’s lending criteria.

“On Completion” Valuation

The “on completion” value is the market value of the property
at the completion of development. The valuation methodology
required is as follows:

» “feasibility analysis” including demolition, subdivisional,
construction, and other development costs, allowances
for sales and marketing expenses, interest and an
allowance for profit and risk to arrive at a base value for
the land. Any such analysis is based on the premise that
the development approval has or will be obtained prior to
settlement of the loan. Alternatively, the valuation must
contain an adjustment for any uncertainty attaching to the
development approval process. The requirement for a
feasibility analysis may be satisfied, if appropriate, using
alternate techniques such as discounted cash flows; and

> “gross realisation” based on comparable sales evidence
for the individual components eg. houses, units,
allotments etc.

The Manager will reasonably assess the appropriateness of
the feasibility analysis within the valuer’s report by comparison
with cost estimates provided by a competent quantity surveyor
selected from the Manager’s panel.
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The “on completion” value is the valuation figure used in the cost
to complete calculations during the development phase. The “on
completion” value may be revised during the term of development
to reflect changes as approved by the Manager.

Complaints Procedure

If an investor has a complaint they should generally first contact
their adviser. If the adviser is unavailable, unwilling, or unable to
assist, or if the investor wishes to directly contact the Manager,
and the complaint relates to the Fund or the Manager, then the
investor should contact the Client Relations Department at the
office of the Manager on free call 1800 062 919 (Australia only)
or +617 5584 4500. Complaints may be made in writing or by
telephone. The Manager will respond within 30 days of receiving
the complaint. If complaints cannot be resolved internally the
Manager will refer the complainant to the Financial Industry
Complaints Service (“FICS”), an external industry complaints
body which has been approved by ASIC and of which the
Manager is a member.

Financial Industry Complaints Service Limited
PO Box 576

Collins Street

MELBOURNE VIC 8007

Telephone: 1800 335 405

Facsimile: (03) 9621 2291

email: fics@fics.asn.au

Interests of the Manager

Pursuant to the compliance plan, the Manager and the employees
and officers of the Manager and the various investment schemes
of the Manager, are entitled to apply for units in the Fund. The
Manager will be a wholesale investor and may be offered a
differential fee arrangement in these circumstances.

Related Parties

Peter Drake, a director of the Manager is the beneficial owner
of LM Administration Pty Ltd, which has been engaged by
LM Investment Management Ltd to provide administration
services at a commercial arms-length fee. In addition to this
LM Administration Pty Ltd provides administration and funds
management services to the Fund and is paid a management fee
direct from the Fund.

John O’Sullivan, a non-executive director of the Manager is
the beneficial owner of O’Sullivan Capital Management Ltd.
O’Sullivan Capital Management Ltd has been engaged by LM
Investment Management Ltd to provide marketing services in
New Zealand at a commercial arms-length fee. This fee is paid
by the Fund.

The Fund may lend to related parties provided the loans are on
commercial arms-length terms and are subject to review by the
Board.

The Board of the Manager is responsible for reviewing and
approving the structure and probity of commercial dealings
between the Manager and any related parties. Fees issued to
the account of the Fund by related parties, which are recoverable
from the Fund must be on commercial arms-length terms and are
subject to review by the Board.

Related Party Loans of the LM First Mortgage Income Fund

Name Loan balance Interest Percentage
asat29 rate of total loan
February portfolio
2008

Australian International  $7,779,519 10.5% 1%

Investment Services

Pty Ltd*

* Australian International Investment Services Pty Ltd is 100%
owned by the LM Managed Performance Fund (a related
investment fund), which has entered into a joint venture with a
property developer to develop land in Canberra.

The Fund is lending money on commercial terms and conditions
to Australian International Investment Services Pty Ltd.

The Manager received establishment fees of 1% of the total loan
amount ($7,779,519) for this loan.

Related Party Finance

The Manager is the Responsible Entity of the LM Managed
Performance Fund. From time to time the LM Managed
Performance Fund advances loans by way of second mortgages
to borrowers who have first mortgage advances from the Fund.
At 29 February 2008 there are 8 such loans by the LM Managed
Performance Fund in the total amount of $27,387,416. In these
instances the Fund enters into Priority Deeds with the borrower as
part of normal loan documentation procedures. The LM Managed
Performance Fund generates fees, charges and interest rates all
of which are paid by the borrower.

Conflicts of Interest Management

The Manager has a documented Conflicts Management Policy
which deals with the identification, assessment and treatment
of conflicts of interest and related party transactions. The Risk
Manager has responsibility for conflicts and prepares conflict
records for each conflict or related party transaction identified.
Board approval is required for all related party transactions.

Manager’s Liability

To the extent allowed by law the Manager is not liable for any
loss or damage to any person (including any investor) arising
out of any matter provided the Manager acts in good faith and in
accordance with the constitution.

This PDS has been prepared by the Manager based on
information within its own knowledge or provided to it by its
advisers. Other than as required by law, no responsibility is
taken by the Manager or any parties mentioned in this PDS for
any statement made in relation to the Fund other than those
statements made in this PDS. Neither the Manager, nor any other
party gives any guarantee with respect to the performance of the
Fund. The Manager has authorised the issue of this PDS. The
Manager does not purport to advise investors in relation to this
investment or their taxation position.

Custodian’s Disclosures and Disclaimer

Interests of the Custodian

The custodian has no interest in relation to the Fund, and has
not received any inducements other than the remuneration it
is entitled to receive under the relevant custody agreement or
constitution by way of custodian fees.
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The custodian fees for the LM First Mortgage Income Fund are
currently the greater of 0.02% pa of the assets of the LM First
Mortgage Income Fund or $20,000 pa.

Itis the intention of the Manager to take over the role of custodian
of the Fund during the life of this PDS. All legislative requirements
will be adhered to by the Manager at that time.

Custodian Disclaimer

The role of the custodian is to hold the assets of the Fund and
title documents as agent for the Manager. It is not the role of
the custodian to protect the rights and interests of the Fund’s
investors.

The custodian does not guarantee the return of any investment,
any tax deduction availability or the performance of the Fund.

Consent by Auditors

Emst & Young, financial and compliance auditors, have
consented to be named in this PDS in the form and context in
which they appear. Ernst & Young is not responsible for, nor has it
caused or authorised the issue of this PDS.

Continuous Disclosure

The Fund is a disclosing entity for Corporations Act purposes and
as such is subject to regular reporting and disclosure obligations.
Copies of documents lodged with ASIC in relation to the Fund
may be obtained from, or inspected at, an ASIC office.

Investors have a right to obtain a copy of the following documents:

» the annual financial report for the Fund;
» any half-year financial report lodged with ASIC; and
» any continuous disclosure notices given by the Fund.

Effect of International Accounting Standards

Under AASB 132 “Financial Instruments: Disclosures and
Presentations”, contractual obligations are regarded as liabilities.
As unitholders have the ability to redeem units from the Fund, all
unitholders’ funds are recognised as liabilities of the Fund, rather
than equity. The result of this is to reduce the net assets of the
Fund to zero. As interest distributions paid and payable make up
a proportion of unitholders’ funds, they will be classified as interest
expenses in the Statement of Financial Performance.

AASB139 requires assets to be classified into one of four
categories depending on the type of asset.

Investments are classified as either held to maturity investments
or available for sale financial assets depending on the type of
investment. Those investments that are held to maturity are
measured at amortised cost using the effective interest rate
method. The investments that are classified as available for sale
are measured at a fair value basis each reporting period, with any
movement in fair value being reflected through the equity reserve.

Under the Australian Equivalent of the International Financial
Reporting Standards (AIFSR) the Fund is required to recognise
all the derivative financial instruments at fair value on the balance
sheet. Where possible, the Fund will adopt hedge accounting
so that the gains and losses on the financial instrument are
recognised in line with income recognition for the hedged term
and the volatility in the profit and loss is minimised.

Where hedging accounting cannot be adopted the gains and
losses on the financial instrument are recognised at fair value with
changes in fair value recorded through the profit and loss.

Where fair value hedge accounting is used, fair value changes on

both the hedged item and the hedging instrument are recognised
directly in the profit and loss. Where cash flow hedge accounting
is used the carrying value of the hedged item is not adjusted and
the fair value changes on the related hedging instrument are
reflected in a separate equity reserve and are then transferred to
the profit and loss at the time the hedged item is realised.

The Fund uses cash flow hedge accounting. As such there is a
potential for volatility in the equity reserve.

Electronic PDS

This PDS is available in electronic form at www.LMaustralia.com.
Any person receiving this PDS electronically will on request be
sent a paper copy of the PDS (and attached Application Form)
by the Manager free of charge during the period of the offer.
Applications must be made by completing a paper copy of the
Application Form which forms part of this PDS.

The Manager will not accept a completed Application Form if
it has reason to believe that the applicant has not received a
complete paper copy or electronic copy of the PDS or if it has
reason to believe that the Application Form or electronic copy of
the PDS has been altered or tampered with in any way. While
the Manager believes that it is extremely unlikely that during
the period of the offer the electronic version of the PDS will be
tampered with or altered in any way, the Manager cannot give any
absolute assurance that this will not occur. Any investor in doubt
concerning the validity or integrity of an electronic copy of the PDS
should immediately request a paper copy of the PDS direct from
the Manager or their adviser.
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Anti-Money Laundering Procedures

The Australian Government has introduced anti-money laundering legislation to help combat money-laundering and the financing of
terrorism. Under this legislation the Manager is required to collect more information from investors.

The Manager as Responsible Entity of the Fund needs to identify the underlying owner of each investment who has not previously been
identified. For example, a private company will need to provide supporting documentation to identify the company as well as the usual
account opening information. The Manager is also required to identify certain other parties to the investment such as a trustee or power
of attorney.

If you hold an investment with the LM First Mortgage Income Fund which commenced prior to 31 January 2008 and are making an
additional investment, then you may be required to provide us with verification documents. The Manager will contact you if required.

For wholesale investors e.g. master trusts or wrap services, please contact the Manager for the latest service agreement which includes

Anti-Money Laundering details if not already completed.

What Documentation Needs to be Submitted with an Application for an Australian or New Zealand Investor
Investors’ financial advisers will be able to assist investors in providing the necessary verification documents. Below is an outline of the
verification documents that may be required for an Australian or New Zealand investor only.

TYPE OF INVESTOR INVESTMENT ACCOUNT  SIGNATURE(S) VERIFICATION DOCUMENTS REQUIRED
MUST BE IN THE REQUIRED (IN SUPPORT OF THE APPLICATION FORM)
NAME OF

Individual Account The individual The individual's Certified copy of any of the following that verify your

and Sole Traders e.g. John Citizen

Both or all joint applicants
e.g. John Citizen and Jane
Citizen

Joint Account

Alljoint applicants’

name, date of birth and/or current address:-
Option1: Current Passport or Drivers Licence.
Option2: Either Birth Certificate, Citizenship Certificate
or Pension Card
And

Notice issued by a government body within
preceding 12 months or utility provider issued
within the preceding 3 months.

Superannuation Fund |  The trustee(s) of the fund

Alltrustees’ or that number

Certified copy of the first page, schedule (and any

and name of the Super of trustees as required by relevant pages including the page that list details in
Fund the Trust Deed relation to who can sign on behalf of the Trust) of the
e.9.ABC Trustees atf John Trust Deed confirming name and trustee(s) signatures.
Citizen Super Fund For one individual trustee, please also provide the same
type of information requested for an Individual Account.
Or
For one corporate trustee please also provide the same
Trust The trustee(s) of the trust type of information requested for a Company.
and name of the trust ) ) ) )
6.9 ABC Trustees atf John Regulated Australian Superannuation Fun’ds onlylreqmre
Citizen Trust acurrent search of ASIC, ATO or regulator’s website
confirming the fund name and that the fund is regulated.
Company The name ofthe company | Twodirectors; oradirector | » Certified copy of the Certificate of Registration.
e.g.ABC Pty Ltd and a company secretary Or
or ifthere s only one » ASIC (or equivalent regulatory body) search within
director, by that director the last 30 days confirming name, registration and
identification number.
Partnership All partners Two partners » Certified copy or certified extract of a partnership
e.g. John Citizen and Jane agreement.
Citizen or

» Certified copy or certified extract of minutes of a
meeting confirming partnership.

And

» Confirmation of current membership if regulated by
professional association by current membership
certificate or confirmation from relevant association.

For one individual partner, please also provide the same

type of information requested for an Individual Account.

Alternate Verification Documentation

For details of other verification documentation which is acceptable to the Manager other than outlined above or other entity types,
please refer to the Anti-Money Laundering Form available from the Manager’s website at www.LMaustralia.com or by telephoning the

Manager on +617 5584 4500.
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What Documentation Needs to be Submitted with an Application for an

Investor other than an Australian or New Zealand Investor

Your financial adviser will be able to assist you in providing the necessary verification documents. In addition to completing the Application
Form in the PDS investors will need to complete an Anti-Money Laundering Form applicable to the investor’s classification (i.e. individual,
company, trust, county the investor resides etc). These forms are located on the Manager’s website at www.LMaustralia.com

Suitable Certifiers for Copies of Documents
Where an investor’s identification documents need to be certified, the Manager suggests that the person certifying the document(s) for
the investor use the following statement on the copy being certified:-

“| certify this to be a true and correct copy of the [Name of Document] the original of which, was produced to me at the time of signing and
itis a true likeness of the identified (where there is a photo id)”.

The document must also be dated and have the signature, printed name, occupation, employer and address of the person certifying the
document.

Some of the persons who may certify copies of the original documents are:-

» afinance company officer with 2 or more continuous years of service with one or more finance companies (may include such
professionals as financial adviser);

» an officer with 2 or more continuous years of service with one or more financial institutions;

» an officer with, or authorised representative of, a holder of an Australian financial services licence, having 2 or more continuous
years of service with one or more licensees;

» amember of the Institute of Chartered Accountants in Australia, CPA Australia or the National Institute of Accountants with 2 or
more years of continuous membership;

a Justice of the Peace;

a notary public (for the purposes of the Statutory Declaration Regulations 1993);

a police officer;

alegal practitioner who is on the roll of a Supreme Court of a State or Territory, or the High Court of Australia;
ajudge of a court;

amagistrate;

a chief executive officer of a Commonwealth court;

aregistrar or deputy registrar of a court;

an agent of the Australian Postal Corporation who is in charge of an office supplying postal services to the public;

a permanent employee of the Australian Postal Corporation with 2 or more years of continuous service;

vV vV vV VvV vV vV vV v v v v

an Australian consular officer or an Australian diplomatic officer.

Queries
Should you require information in relation to what documents need to be submitted with an application or if you are unsure which
classification your application falls under please contact your financial adviser or the Manager on +617 5584 4500 prior to submitting an
application.

Incomplete Applications

An application cannot be processed by the Manager unless the appropriate verification documentation and information is supplied
with the application or if the Manager is not satisfied with the legitimacy of the verification documentation or information supplied. The
Manager takes no responsibility for any delay in processing an incomplete application. The Manager will contact advisers as soon as
practicable and ask them to supply any necessary additional information for the investor in order for the application to be processed.

The Manager reserves the right to refuse or cancel applications at any time if it believes that the application breaches any anti-money
laundering/counter-terrorism financing law or the money laundering or terrorism financing risk is unacceptable to the Manager. The
Manager may also request any further information at any time throughout the investment from an investor that it considers necessary for
it to satisfy any applicable anti-money laundering/counter-terrorism financing laws. If the Manager has requested an investor to provide
further information, the processing of their application may be delayed until the information is received.

The directors of LM Investment Management Ltd have authorised and consented to the issue of this PDS.
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Application Form Checklist

To ensure the Manager is able to process an investor’s application quickly and efficiently please check the Application Form is
completed as set out below and that all additional information in relation to Anti-Money Laundering requirements is provided.

Section 1 — Nominate the type of investment and type of investor/s to open a new account.

Section 2 — Individual and Joint Investor/s Details - Provide the investor/s’ full name/s. Joint investors must each provide their full
names and sign the Application Form. All correspondence about the investment (including interest distributions and withdrawals) may
be sent to the first person named on the Application Form. Joint investors are treated as joint tenants. This means that if one of two joint
investors dies, only the other joint investor will be recognised as having any claim to the investment.

Section 3 - Sole Trader Investor Details

Section 4 — Company Investor Details

Section 5 — Superannuation Fund/Trust Investor Details — only the trustee has rights and obligations under the Fund'’s constitution.

Section 6 — Partnership or Association Investor Details

Section 7 — Politically Exposed Persons

Section 8 — Provide contact details for the investor/s.

Section 9 — Provide the investor/s’ residential street address or if applicable business street address.

Section 10 — Provide Tax File Number or Exemptions (refer below).

Your alternatives to quoting a Tax File Number

If the investor’s Tax File Number or the Tax File Number Exemption details are not supplied, the Manager is required to withhold tax from
your income distribution at the highest marginal tax rate (plus Medicare Levy).

Exemptions:-

Pensioner - Write the name of your pension on the Exemption Line (eg Age Pension)
Non-Resident - Write your country of residence on the line below the Tax File Number
Non-Profit Organisation - If you are not required to lodge a tax return write “NL”

Section 11 — Nominate the investment option, amount to be invested and complete whether monthly returns are to be reinvested or not.

Section 12 — Select instructions for investment at maturity/rollover (for currency hedged investment terms only).

Section 13 — Nominate how the investment amount is to be paid.

>

Cheque - If investing via cheque please cross your cheque “Not Negotiable” and make payable to “PTAL acf LM First Mortgage
Income Fund’.

Direct Debit — For Australian dollar investors with Australian bank accounts or New Zealand dollar investors with New Zealand
bank accounts only. If you are investing by direct debit please complete the relevant Direct Debit Form attached to the Application
Form and complete the financial institution details in Section 15.

BPay — Remit Australian dollar funds directly by BPay. In this instance you must fax the completed Application Form and a copy
of your BPay receipt to the Manager (facsimile number +617 5592 4116) then telephone the Manager on +617 5584 4500 to
receive your account number. Once you have your account number you can proceed to BPay your investment money by using
the Biller Code No outlined in the “How to Invest” Section on Page 14 of this PDS and your account number as the reference
number.

Electronic Direct Credit or Telegraphic Transfer — Details of the financial institution account to be credited are contained in
the “How to Invest” Section of this PDS on Pages 14 and 15. Once you have forwarded the electronic direct credit or telegraphic
transfer you must fax the completed Application Form and copy of electronic direct credit receipt or telegraphic transfer (and
forward the original by mail) to the Manager on facsimile number +617 5592 4116.

Credit Card — Please complete the Credit Card Payment Form attached to this PDS and send the completed payment form with
this Application Form to the Manager.
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Section 14 — Provide details of where the funds for this investment came from.

Section 15 — Complete details of the investor/s financial institution account to which interest distributions and withdrawals will be paid. If
you are investing by direct debit investment, funds will be deducted from this account unless otherwise specified.

Section 16 — Please read this section for details on how the Manager can use the investor/s’ personal information provided on the
Application Form.

Section 17 — Authorised Delegate or Power of Attorney - If the Application Form is being signed under a Power of Attorney the
Attorney must provide personal details in this section. If you wish to authorise another person to access and operate your investment
(please read the section headed “Authorised Delegate” in the Additional Information Section of this PDS on Page 30), then:-

» complete the name of the authorised delegate;
» have the authorised delegate sign where indicated; and
» investor/s must also sign this section.

The appointment is limited to this Fund and the authorised delegate can only direct withdrawals to the nominated account or other existing
investment accounts of the investor held by the Manager.

Section 18 — Please read this section and execute the Application Form in acknowledgement. Ensure that if you are investing under
a Joint Account all applicants have signed and dated the form. If the investor is a company please ensure that the Application Form
is executed by either 2 directors, 1 director and company secretary, or the sole director who is also the sole secretary. If the investor is
a trust please ensure the Application Form is executed by all trustees or the sole trustee if there is only one trustee. If signing under
a Power of Attorney, please attach a certified copy of the Power of Attorney document together with a declaration by the attorney/s
that the Power of Attorney has not been revoked and a certified copy of the Attorney/s’ passport or driver’s licence and forward with this
Application Form to the Manager.

Section 19 — Complete details of any special instructions including any amount of commission payable to the adviser in relation to this
investment.

Section 20 — Complete details of the investor’s financial adviser (if any).
Once you have completed and executed the Application Form
Please send the form and your prescribed method of payment to either:-

Your financial adviser

or

The Manager:

LM Investment Management Ltd

PO Box 485
Surfers Paradise QId 4217
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Ap pl iIcation Form LM First Mortgage Income Fund

ARSN 089 343 288  AFSL No. 220281

Units in the Fund will only be issued on receipt of this | Office use only
Application Form, issued together with the PDS for the
Fund dated 10 April 2008.

Please phone the Manager's Treasury Services
Department on +617 5584 4500 or free call 1800 062
919(Australia only) or your adviser with any enquiries.

Please complete this form using BLACK INK and print well within the boxes in CAPITAL LETTERS. Mark appropriate answer
boxes with a cross like the following | X]. Start at the left of each answer space and leave a gap between words.
1. INVESTMENT DETAILS

Type of investment

D AUD Investment D Non -AUD Investment

EXISTING INVESTOR - New Investment
Existing Investor ID D D D D D D Ifany of your details I?ave changed please complete them below,
otherwise go to Section 11.
Investor Type
D Individual / Joint Investors - complete details in section 2 and then go to Section 7 and complete all sections
D Sole Trader Investors - complete details in section 3 and then go to Section 7 and complete all sections
D Company Investors - complete details in section 4 and then go to Section 7 and complete all sections
D Superannuation Fund/ Trust Investors - complete details in section 5 and then go to Section 7 and complete all sections

D Partnership Investors - complete details in section 6 and then go to Section 7 and complete all sections

Please ensure appropriate investor identity verification documents are attached to this Application Form — refer to the Anti-Money
Laundering procedures on pages 36 - 37 of this PDS.

If you are an investor from a country other than Australia or New Zealand please ensure the appropriate Anti-Money Laundering
Form which is available from the Manager’s website at www.LMaustralia.com is completed with this Application Form.

2. INDIVIDUAL/JOINT INVESTOR DETAILS

Investor1  Title MrD Mrs D Miss D OtherD D D D D

First Name(s)

o e e e e e e e e e

ﬁ@pDDDDDQQDDDDDDDDDDDDDD
DDDDDD MaIeD FemaleD

HllEEEEEEEEEEEEEEEEEEEEn
nvestor2  Title  Mr | Ms | Mss | oter | | | |

First Name(s)

AR EEEEEEEEEEEEN RN Eee N

ﬁ@pDDDDDQQDDDDDDDDDDDDDD
QQtQDDD MaIeD FemaleD

e e e e e e e e e e e
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3. SOLE TRADERINVESTOR DETAILS
Full Bus

Al EEEEEEEEEEEEEEEEE
U 1 A
DD[EIMII]DDD”

O e e e e e e e e e e e

Country in which the organisation was established

e e e e e e e e e e

If Entity is a Company- Business/Type/Activity of Company

DM'[%t[}w[]wwDDDDDDDDDDD

If Regulated Company — provide the name of the Regulator and Lice

DDDDDDDDDDDDDDDDDDDDDDDD

Australian Business Number valent regulatory number (if applicable)

DD[EEMII]DDD

If listed company provide the name of the market/exchan

DDDDDDDDDDDDDDDDDDDDDDDD

If majority-owned subsidiary of an Australian listed compan name of Australian listed company and name of market/exchan

0

Ifun gltd(tgltdby an Australian Commonwealth, State or Territory regulator) Propri tryCmp ny provide Names and Residential
or Principal addresses of Company Shareholders with over 25% ownership. If more that 2 Shareholders, attach list to this tAppI cation Form.
Sh hId1

First Name(

5 o

Last Name

O IC e e e e e e e e e

Residential or Principal Street address

e e e e e e e e e

Suburb

o e e e e e e e e e

State

Il EEEEEEEEEEEEEEEEEE
e e e e e e e e e e

Shareholder 2
First Name(s)

e e e e e e e e e e

Last Name

IR I /I O

Residential or Principal Street addre

0 O

Suburb

oo e e e e e e e e

State

Il EEEEEEEEEEEEEEEEEE
HllEENEEEEEENEEEEEENEEn.
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If Proprietary Company provide Names of All Company Directors. If more than 2 Company Directors attach a list to this Application Form.
Compa yD ector 1
First Name

O 0 0

Last Name

o e e e e e e e e

Compa yD ector 2
First Name(

5 o o

Last Name

HlEEEEEENEEE e NN e nNN

5. SUPERANNUATION FUND / TRUST INVESTOR DETAILS
Full Organisation Name of Trust/Superannuation Fund

DDDDDDDDDDDDDDDDDDDDDDDD

Country in which the sation was established

N A

Type/Activity of Trust

DDDDDDDDDDDDDDDDDDDDDDDD

Names and Residential or Principal addresses of All Trustee/s If more than 2 trustees, attach a list to this Application Form.

Trustee 1
First Name

5 o

Last Name

I /I I /I O

Date of Birth

ST LA el ] e[

Residential or Principal Street Address

e e e e e e e e e e

Suburb

IlEEEEEEEEEEEEEEEE RN EE .
Il EEEEEEEEEEEEEEE N
e e e e e e e e e e e

Trustee 2
First Name

5 o o

Last Name

I /I I /I O

Date of Birth

ST LA el ] e[

Residential or Principal Street Address

e e e e e e e e e e

N OOOOCOOOO0O00O00000000
R I

0 0

If the Trustee is a Company please complete the Company details in Section 4 of this Application Form.
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Names ofAII Beneficiaries or class of beneficiaries of a Superannuation Fund /T rust (except for regulated Australian Superannuation

ﬁﬁbDDDDDDDDDDDDDDDDDDDDD
0 O O
ﬁﬁbDDDDDDDDDDDDDDDDDDDDD
B O

] o

6. PARTNERSHIP/OR ASSOCIATION INVESTOR CONTACT DETAILS

Full Organisation Name of Partnership/Ass

DDDDDDDDDDDDDDDDDDDDDDDD

untry in which the sation was established

DDDDDDDDDDDDDDDDDDDDDDDD

ss/Type/Activity of Partnership /Asso

DDDDDDDDDDDDDDDDDDDDDDDD

If Regulated Partne and membership details of profess

EEEEEEEE RN AR
ﬁﬁﬁjﬁimmjﬁﬁﬁ”“

iﬁbDDDDDDDDDDDDDDDDDDDDD
AEEEEEE e
P e ] e

SO L OO OO OO OO0
QEDDDDDDDDDDDDDDDDDDDDDD

QDDDDDDDDDDDDDDDDDDDDDDD
0 O
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Partner 2
First Name(s)

o e e e e e e e e e

Last Name

I o

Date of Birth

DDIDDIDDMﬂ]m{j

Residential or Principal Street Addre

O O

Suburb

e e e e e e e e e

State

AN EEEEEEEEEEEEN e Ene N

Country

e e e e e e e e e e e

7. POLITICALLY EXPOSED PERSONS

Are you or anyone n m d n this form or any fy th r clos p nal or business rela t hp ciates or family members
politically exposed per: e.g. Heads f State, poIt S, ju d al o mIt ry officel nlor exec utives of state owned
ions?

veo ] o[ ]

If yes please provide details

8. INVESTOR CONTACT DETAILS

Contact Name

o e e e e e e e e e e

Postal Address

e e e e e e e e e e e e e e e e e e

B

Email

OO e e e e e e e e e e

Phone (Business/Home) Phone (Mobile)

DDDDDDDDDDD DDDDDDDDDDDD

indicate your preferred method of re

DEmI DPt ORDAII espondence to Adviser only

ial statements a ailable on the Manager’s website.

Do you wish to receive financial statements of the Fund DYesDNo
If Yes — do you wish to receive the financial statement by email D Yes D No
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9. RESIDENTIAL / PRINCIPAL BUSINESS STREET ADDRESS OF INVESTOR/S

Individual investors must provide their residential street address and if sole trader their principal business address (if different).
Company, partnership, superannuation fund, association or trust investors must provide their principal business street address
and registered office address (if different). Post office boxes are not acceptable.

INVESTOR 1/COMPANY/ TRUST/ SUPERANNUATION FUND / PARTNERSHIP / ASSOCIATION / SOLE TRADER
Residential / Principal Business Street

e e e e e e e e e

Suburb

e e e e e e e e e e

State

e e e e e e e e e
0 O

INVESTOR 2/INCORPORATED REGISTERED ADDRESS (if applicable)
Residential / Principal Business Street

e e e e e e e e e

Suburb

e e e e e e e e e

State

e e e e e e e e e e e
0 I O

10. INVESTOR TAX FILE NUMBER OR EXEMPTION DETAILS

INVESTOR 1/ COMPANY PARTNERSHIP / SUPERANNUATION FUNDITRUST
Tax File Number OR Exemption

0 00 00 EREEEEEE N
EQQDDDDDDDDDDDDDDDDDDDDD
iﬁﬁ[ﬂjﬂ[ﬂﬂj AR EEEEE N

If a foreign resident for tax purpos untry of residen

1 o
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11.INVESTMENT DETAILS

LM FIRST MORTGAGE INCOME FUND AUSTRALIAN DOLLAR INVESTMENT OPTIONS

Cheques MUST be made payable to “PTAL acf LM First Mortgage Income Fund” (Select method of payment in the “Payment Details”
— See Section 13 below)

FLEXIACCOUNT OPTION

| Frexiaceountoption  auos| | 1]

FIXED TERM INVESTMENT OPTIONS Investment Amount

| 1 Month Term avos| ||
| 3 month Term avos| |
| 6 Month Term aos| |
| 12 Month Term aoos| || [
| 13 Month Term aos| || [
| 2YearTerm avos| [
| 3YearTerm avos| L[
|| #YearTerm avos| L[

INTEREST DISTRIBUTION
» Reinvest Yes D No D If No please select one of the options below

® Credit my/our bank account monthly or quarterly (complete Section 15) Monthly D Quarterly D
® Pay to my/our LM Cash Performance Fund Account Yes D No D

® Pay the Split Interest Distribution set out below Yes D No D
SPLIT DISTRIBUTION OPTION

D‘ Amount to be paid from interest distribution monthly or quarterly AUD$ ‘D D D D D DD D

Note the balance interest distribution on this investment will be reinvested to
your investment account. If the interest distribution amount is less than the Monthly D Quarterly D
amount nominated, the Manager will only pay the interest distribution amount.

REGULAR ADDITIONAL INVESTMENT OPTION (Minimum AUD$1,000)
— Please complete the Direct Debit Request Form attached to this Application Form

D ‘ Regular additional investment amount AUD$ ‘ D D D D D D ' D D

Please nominate how often the additional investment is to be made e.g. monthly‘ ‘

LM SAVINGS PLAN OPTION
Please complete the Direct Debit Request Form attached to this Application Form
Initial Investment Amount Ongoing Investment Amount
(Minimum initial investment AUD$100) (Minimum AUD$100 / month)

| [tmsavingspian  avos| [ [ L [0 M [ aees] L[

Please nominate how often the additional investment is to be made e.g. monthly‘ ‘

NB: If you nominate to have the Regular Additional Investment or Ongoing Investment to be added on a monthly basis
the monthly amount is automatically debited on the 24th of each month or next business day if 24th falls on a weekend
or public holiday. If other date for direct debit is required please nominate the date on which the ongoing amount is to
be direct debited on: of each month. If you nominate to have the Regular Additional Investment or Ongoing
Investment to be added on a weekly or fortnightly basis the Regular Additional Investment or Ongoing Investment will
be automatically debited weekly or fortnightly from the receipt and processing of your application for investment.
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11. INVESTMENT DETAILS (continued)
LM FIRST MORTGAGE INCOME FUND CURRENCY HEDGED INVESTMENT OPTIONS

The investor may use this Application Form to select either one or a diversified range of currency investments. (Investment may be
arranged for most currencies. For clarification on hedging a specific currency, contact the Manager.)

Payment MUST be made to “PTAL acf LM First Mortgage Income Fund”

FIXED TERM INVESTMENT OPTIONS Specify Term -1, 3, 6 or 12 Month Term

| uso amounts| [ L JL L L]
| oee amounts| |1 L L L]
e amounts ||| ||| L L L]
e amounts ||| 1L L L]
]
]
]

D\ CAD Amount$‘DDDDDD'D
D\ HKD Amount$‘DDDDDD'D
[ seo amounts ||
| Nz amounts| || [ [
D‘ Other Specify: Amount$‘DDDDDD DD

Interest distribution (Income Only) on Maturity of Investment Term (please tick appropriate box)
No D If No the interest distribution will be credited to

> Credittomy Fund Account Yes the bank account nominated in Section 15

12. MATURITY/ROLLOVER INSTRUCTIONS FOR CURRENCY HEDGED INVESTMENT TERMS ONLY

Please tick the appropriate instructions. NB if this section is not completed and no written instructions are received by the
Manager at least 5 business days prior to this investment’s maturity date then at maturity of each investment the investor’s
original investment and interest distribution is automatically reinvested in the original nominated currency for further 1 month
investment terms until the investor notifies the Manager of a longer reinvestment term or a withdrawal notice is received.

On maturity of each investment term continue to roll the investment and interest distribution (income) amount for
further investment terms of the same length until notified otherwise by the investor by the appropriate notice.

EG On maturity of USD 12 Month Term the interest distribution will be credited to the investor’s investment account and
principal investment amount and the interest distribution will be rolled for further USD 12 Month Terms until notified
otherwise by the investor.

D On maturity of each investment term continue to roll the original investment amount on maturity for further
investment terms of the same length until notified otherwise by the investor by the appropriate notice AND
electronically credit the interest distribution (income) amount to the Investor’s Account nominated in Section 15
of this Application Form.
EG On maturity of USD 12 Month Term the principal investment amount will be rolled for further USD 12 Month Terms
and the interest distribution will be electronically credited to the investor’s account nominated in Section 15 of the
Application Form until notified otherwise by the investor.

D On maturity redeem the investor’s investment and interest distribution (income) amount and electronically credit
the Investor’s Account nominated in Section 15 of this Application Form.
Note: See page 17 of this PDS (“How to Withdraw”) for details of the notice periods required and the restrictions on
breaking an investment term, which also apply to investment terms resulting from a rollover.
Note: Investors should consult with their adviser to obtain details of the latest PDS prior to reinvestment. The latest
PDS is also are available from the Manager’s website at www.LMaustralia.com or by telephoning the Manager
on +617 5584 4500.
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13. PAYMENT DETAILS
How will this investment be made? NOTE: Cash is not acceptable

AUSTRALIAN DOLLAR PAYMENT OPTIONS:-
Cheque D Make cheque payable to the Fund:- PTAL acf LM First Mortgage Income Fund,;

Direct Debit D Make sure you also complete the relevant Direct Debit Form for Australian Dollar Investments
attached to this Application Form. Your investment will be directly debited from your nominated
Australian financial institution account.

BPay D Please attach a copy of the BPay receipt to the Application Form. For details on how to BPay
Australian dollar investment funds please refer to Page 14 of this PDS.

Electronic Direct Credit D Please attach a copy of the electronic direct credit receipt or telegraphic transfer to the Application

or Telegraphic Transfer Form and provide the electronic direct credit reference code provide by the bank or telegraphic
transfer reference code provided by the bank:-
Please see details on how to electronically direct credit or telegraphically transfer investment funds on
page 14 of this PDS.

Credit Card D Make sure you complete the Credit Card Payment Form attached to this Application Form.

NON-AUSTRALIAN DOLLAR CURRENCY HEDGED PAYMENT OPTIONS:-

Payment must be made by telegraphic transfer.

Please attach a copy of the telegraphic transfer to the Application Form and provide the telegraphic transfer reference code provided by

the bank:- . Please see details on how to telegraphically transfer investment funds on page 15 of this PDS.
NEW ZEALAND investors can also

»  choose to have NZD investments direct debited from their bank account. Please complete the New Zealand
Direct Debit Form that follows this Application Form

OR

» Investors living in New Zealand can make NZD deposits in person at an ANZ bank or electronically direct
credit investment funds to the ANZ Bank (Bank details are shown on page 15 of this PDS).

Direct Credit — If funds are being remitted by direct credit please supply the banking reference number or
copy of credit receipt provided by the remitting bank

THIRD PARTY PAYMENTS

The Manager expects funds to come from the investor’s own account. Please provide an explanation if payment is made from a third
party. We may require additional information in respect of the third party payment if accepted.

14. SOURCE OF INVESTMENT FUNDS — Must be completed for Anti-Money Laundering Requirements

Please tick the appropriate box to provide information on where funds for this investment came from.

D Savings D Sale of Assets D Profit D Other please specify e.g. gift, donation:-
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15. INVESTOR ACCOUNT DETAILS (for payment of interest distributions and withdrawals from a Fund)

Account Name

IR O
HllEENEEEEEEEEEEEEENnEE.

Bank Name

o e e e e e e e e e

Bank Address

e e e e e e e e e e e e e e e e e e
e e e e e e e e e e e e e e e e e e
O e e e e e e e e e

BSB Number (Australia Only) Bank Account Number

e e e e e e e e e e

Currrency Swift Code Sort Code

) e o e e e B e e e e e

Routing Code/Fedwire (USbanksonly)  IBAN Number

e e e e e e

Intermediary Bank Name (For overseas bank accounts using an intermediary bank, if applicable)

0 A

Intermediary Bank Address

e e e e e e e e e e e e e e e e e e e
e e e e e e e e e e e e e e e e e e
e e e e e e e e e e e e

Intermediary Swift Code Intermediary Sort Code

e o e e e e e e e

Intermediary Account Number

e e e e e e e e e e e

16. PERSONAL INFORMATION

The privacy of an investor’s personal information is important to the Manager. The purpose of collecting investor information on the
Application Form is to process the application and manage an investor’s investment in the Fund. If the information an investor gives is
not complete or accurate, the Manager may not be able to provide the products and services applied for.

In processing the application and managing investors’ investments in the Fund, the Manager may disclose personal information to other
parties such as an investor’s financial adviser and/or IT service providers of financial advisers, the financial adviser’s licensee or as
required by law.

Investors are entitled to request reasonable access to their personal information. The Manager reserves the right to charge an
administration fee for collating the information requested.

For further details on the Manager’s Privacy Policy please visit the Manager website at www.LMaustralia.com.
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17. APPOINTMENT OF AUTHORISED DELEGATE /POWER OF ATTORNEY

Please ensure an identity verification document (e.g. Certified copy of current Passport) for the Authorised Delegate/Attorney is attached.
Name of Authorised Delegate

First Name(s)

AN EEEEEEEEE e e EEeN

(D D0CO0C0000000000C00000
ﬁiIDDIDDwﬁjmﬂj |

e e e e e e e e e

Residential Street Address

e e e e e e e e e e e

Suburb

e e e e e e e e e e e

State

e e e e e e e e e e e

Country

0 O

Signature of Authorised Delegate and Investor must be provided below. Attorneys are not required to complete the balance
of this section.

I/We have read the section on authorised delegates in this PDS under the section headed “Additional Information” and agree to its terms
and conditions. 1/We appoint the following authorised delegate:

Signature of Authorised Delegate Date

/ /

I/We request that my/our authorised delegate receive access to my/our financial records in relation to my/our Fund/s investment/s and
consistent with the Fund/s terms and conditions, agree that my/our authorised delegate has the same powers as l/we do to make further
investments in or withdrawals from, the Fund/s. 1/We release, discharge and agree to indemnify the Manager and the Custodian as
provided in the “Additional Information” section of this PDS.

Signature of Investor 1/Company Officer (please nominate office held eg. Director) Date

Signature of Investor 2/Company Officer (please nominate office held eg. Director) Date
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18. SIGNING AREA
|/We declare that:-

1. This Application Form is completed according to the declaration/appropriate statements in the Application Form and agree to be
bound by the constitution/s and the terms, conditions and contents of the PDS of the Fund.

2. The return of this Application Form with the Application Money will constitute an offer to subscribe for units.
3. 1/We acknowledge that I/we have read the PDS to which this application relates and any supplementary PDS.

4. 1/We consent to the Manager collecting the information provided in this document and attachments and declare that the information
is true and correct. 1/We agree to provide the Manager with any further information required and confirm LM may obtain further
information to confirm my/our or our organisation’s identity for the purpose of my/our investment or for the purposes of compliance
with any laws.

5. Ideclare that the money invested in the Fund is not part of any money laundering or terrorist financing schemes.

Signature of Investor 1/Company Officer (please nominate office held eg. Director) Date

Signature of Investor 2/Company Officer (please nominate office held eg. Director) Date

If signed under Power of Attorney, the Attorney certifies that he or she has not received notice of revocation of that power. Trustees of
trusts giving a power of attorney certify that they are authorised to do so by their trust deed. A certified copy of the power of attorney must
be forwarded to the Manager with this Application Form including an express authority to grant the limited power of attorney as set out
in this Application Form. If signing on behalf of a corporation, the party signing must indicate the capacity (i.e. director or secretary) after
their signature in the above box.

19. SPECIAL INSTRUCTIONS/COMMISSION INSTRUCTIONS
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20. ADVISER/INTERMEDIARY DETAILS

The M | ws| | Mss | oter | | | |

First name(s)

AN EEEEEEEEEEEEN R Ene N

Last Name

o e e e e e e e e e e

AFS Licensee

o e e e e e e e e e

Adviser Email

N EEEENEEEEeEE e e e Enn

Telephone Number (Business)

o Do et

Facsimile Number

o Dot

Mobile Telephone Number

et b

AFS Licence No LM Adviser ID No (Optional

OO0 Lo

iEEEEEEEEEEEEEEE
EEEEEEEEEEEEEEEE
EEEEEEEEEEEEEEEE

Australian Financial Adviser Investor Identity Verification Declaration
| certify that in accordance with the IFSA/FPA Industry Guidance Note 24 that:- (tick the appropriate box)

Adviser Stamp

L HN NN
L HE RN
L HN NN

D 1. My licensee has an agreement in place with LM where | have collected, verified and retained the appropriate customer
identification documentation to confirm the identity of all investors associated with this application to meet my obligations in
respect of the Anti-Money Laundering and Counter-Terrorism Financing Act 2006 (‘AML/CTF laws’) and agree to provide
access to these records as required.

OR

D 2. My licensee has an agreement in place with LM and as such | have attached a copy of the industry “Customer Identification
Form” which confirms that | have sighted and verified all of the documentation required to identify a customer under the
AML/CTF laws.

OR

D 3. | have attached a copy of the source documents from which | have identified the customer as required by the
AML/CTF laws.

If no box is marked, | agree Option 3 applies.
Adviser Signature Date
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Direct Debit Request Form  (AuD INVESTMENTS ONLY)

AUSTRALIAN BANK ACCOUNT HOLDERS ONLY
Please complete and sign this form to make your initial investment.

Direct Debit Request Form

REQUEST FOR DEBITING AMOUNTS TO ACCOUNTS BY THE DIRECT DEBIT SYSTEM

PLEASE READ ALL INSTRUCTIONS WHEN COMPLETING THIS FORM

If you are an existing investor please complete your Investor ID or LM Investment Account Number (if known)

Investor ID No. LM Investment Account No. Date / /

Name and address of financial institution at which your account is held:

Insert full name of investor: (Surname, Company Name or Business Name)

(Given Names, ACN or ABN)

Direct debit authorisation:-

|/ we authorise LM Investment Management Ltd (ACPC User ID Number: 097695)
to arrange for funds to be debited from my/our account at the financial institution identified above and as prescribed through the bulk
electronic clearing system (becs);

I/We have read the ‘Direct Debit Customer Service Agreement’ provided in this form and agree with its terms and conditions.

I/We request this arrangement remain in force in accordance with the details set out in the Schedule below and in compliance with the
‘Direct Debit Customer Service Agreement’.

Signature of investor 1 .

or company officer Signature Date / /
Print Name

Signature of investor 2 .

or company officer Signature Date / /
Print Name

The Schedule

Insert name of account which is to be debited

=T R A R S B B R B B

*Do not quote your ATM card or credit card number.
PLEASE NOTE: Direct Debiting is not available on the full range of accounts. Ifin doubt please refer to your financial institution.
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Credit Card Payment Form

Please complete and sign this form to make your initial investment and/or to make additional investments together with the relevant
application form.

REQUEST FOR PAYMENT BY CREDIT CARD

PLEASE READ ALL INSTRUCTIONS WHEN COMPLETING THIS FORM

If you are an existing investor please complete your Client ID or LM Investment Account Number (if known)

Investor ID No. LM Investment Account No. Date / /

Insert full name of investor:

(Surname, Company Name or Business Name)

(Given Names, ACN or ABN)

Signature of investor 1 .

or company officer Signature Date / /
Print Name

Signature of investor 2 .

or company officer Signature Date / /
Print Name

The Schedule

Please enter your initial investment/additional deposit/ monthly investment amount which is to be credited to:

Fund Name

Initial/Additional Investment Amount $AUD D D D D D D D DD D
LM Savings Plan or Regular Additional Investment $AUD D D D D D D D DD D

Consecutive investment amount

NB: The amount deducted will be the investment amount. The credit card merchant service fee of 1.54% of that amount (GST inclusive) will
be deducted by the Manager from the investment amount. The credit card merchant service fee is subject to change at anytime in line with
the Merchant Service Agreement. The charge of 1.54% is current as at the date of this PDS.

Payment details Credit Card (Tick one only) D Master Card D Visa

Insert name on Credit Card

cardNo: | [ [ e |
Cardholder Telephone No: D D D D D D D D D D Credit Check Value No: D D D

| agree to accept the credit card merchant service fee passed on by LM Investment Management Ltd and understand that the deduction from
my credit card will be the investment amount only and the credit card merchant charges of 1.54% (GST inclusive) will be deducted by the
Manager from the investment amount. | also agree to accept that the credit card merchant service fee is subject to change at anytime in line
with the Merchant Service Agreement.

Card Holder’s Signature

The credit card merchant service fee may be passed onto the consumer in accordance with the Merchant Pricing Reform, 1 January 2003.
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Direct Debit Authority for NEW ZEALAND INVESTORS ONLY

NEW ZEALAND BANK ACCOUNT HOLDERS ONLY

Name of Account:

Authority
CUSTOMER TO COMPLETE BANK/BRANCH NUMBER AND to accept
ACCOUNT NUMBER AND SUFFIX OF ACCOUNT TO BE DEBITED Direct Debits

Bank Branch Number Account Number Suffix

D D D D D D D D D D D D D D D D (Not to operate as an assignment or agreement)

To: The Manager (Please print full postal address clearly for window envelope)

BANK & BRANCH: AUTHORISATION CODE
Lo][v][o][e ]l 4]L1]

ADDRESS (PO BOX):

TOWN/CITY; DATE: / /

| / We authorise you until further notice in writing to debit my / our account with you all amounts which

L M Administration Pty Ltd

(Hereinafter referred to as the Initiator)
the registered Initiator of the above Authorisation Code, may initiate by Direct Debit.
| / We acknowledge and accept that the Bank accepts this authority only upon the conditions listed on the reverse of this form
INFORMATION TO APPEAR IN MY / OUR BANK STATEMENT (TO BE COMPLETED BY INITIATOR)

PAYER PARTICULARS PAYER CODE PAYER REFERENCE

HUNHINEIEEEE R ..

NAME OF ACCOUNT:
AUTHORISED SIGNATURE(S):
FOR BANK USE ONLY
[ ]
Approved DATE RECEIVED: RECORDED BY: CHECKED BY:
/ /
BANK STAMP
Original: Retain at Branch.
Copy: Forward to Initiator in postage prepaid and addressed
envelope provided by the Initiator L _
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Australian Dollar Direct Debit

Customer Service Agreement
Our Responsibility

>

The direct debit of your investment amount will be drawn immediately once LM Investment Management Ltd (the “Manager”)
receives this form or further written instructions from you. Please ensure your investment funds are cleared and available.

The Manager will only debit your account for your initial investment amount as stated on the Application Form or additional
investment amount as advised by you in further written instructions concerning additional deposits.

The Manager reserves the right to cancel the direct debit arrangements if three or more drawings are returned unpaid by your
nominated financial institution.

Subject to its obligations at law, the Manager will keep all information pertaining to your nominated account at the financial
institution private and confidential.

Where the due date for a drawing falls on a non-business day, the Manager will draw the amount on the next business day.

The Manager will investigate and deal promptly with any queries, claims or complaints regarding debits providing a response
within 20 business days.

Your Responsibility

>

>

Where you consider that a drawing has been initiated incorrectly you should take the matter up directly with the Manager.

It is your responsibility to ensure that the authorisation on the direct debit request is identical to the account signing instruction
held by the financial institution of the nominated account.

It is your responsibility to ensure at all times, that sufficient funds are available in the nominated account to meet a drawing on
the due date for payment.

It is your responsibility to advise the Manager if the account nominated by you to meet a drawing is altered, transferred or
closed.

It is your responsibility to arrange with the Manager a suitable alternate payment method if the drawing arrangements are
stopped either by you or the nominated financial institution.

It is your responsibility to meet any charges resulting from the use of the direct debit system. This may include fees charged by
the Manager as a result of drawings being returned unpaid.

Your Rights

>

>

You may request or defer or alter the drawing authority, by giving written notice to the Manager. The Manager must receive such
notice at least 5 business days prior to the date of the next drawing.

You may cancel the direct debit arrangement at any time by giving written notice to the Manager. The Manager must receive
such notice at least 5 business days prior to the date for the next drawing.

All transaction disputes, queries, and claims should be raised directly with the Manager. The Manager will provide a verbal or
written response within 20 business days from the date you notify the Manager. If the claim/dispute is successful the Manager
will reimburse you by way of electronic credit to your nominated account.
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Terms and Conditions of the New Zealand Dollar
Direct Debit Authority

1. The Initiator:

(a) Has agreed to give written notice of the net amount of each Direct Debit no later than the Direct Debit is initiated.
This notice will be provided either:

(i) inwriting; or

(ii) by electronic mail where the Customer has provided prior written consent to the Initiator.

The advance notice will include the following message:

The amount $ will be direct debited to your Bank account on (initiating date).

(b) May, upon the relationship which gave rise to this Authority being terminated, give notice to the Bank that no further
Direct Debits are to be initiated under the Authority. Upon receipt of such notice the Bank may terminate this Authority as to
future payments by notice in writing to me/us.

2. The Customer may:

(a) Atany time, terminate this Authority as to future payments by giving written notice of termination to the Bank and to the
Initiator.

(b) Stop payment of any direct debit to be initiated under this authority by the Initiator by giving written notice to the Bank
prior to the direct debit being paid by the Bank.

3. The Customer acknowledges that:

(a) This authority will remain in full force and effect in respect of all direct debits made from me/our account in good faith
notwithstanding my/our death, bankruptcy or other revocation of this authority until actual notice of such eventis
received by the Bank.

(b) In any event this authority is subject to any arrangement now or hereafter existing between me/us and the Bank in
relation to my/our account.

(c) Anydispute as to the correctness or validity of an amount debited to my/our account shall not be the concern of the
Bank except in so far as the direct debit has not been paid in accordance with this authority. Any other disputes lie
between me/us and the Initiator.

(d) Where the Bank has used reasonable care and skill in acting in accordance with this authority, the Bank accepts no
responsibility or liability in respect of:
- the accuracy of information about Direct Debits on Bank statements;
- any variations between notices given by the Initiator and the amounts of Direct Debits.

(e) The Bank is not responsible for, or under any liability in respect of the Initiator’s failure to give written advance notice
correctly nor for the non-receipt or late receipt of notice by me/us for any reason whatsoever. In any such situation the
dispute lies between me/us and the Initiator.

4.The Bank may:

(a) Inits absolute discretion conclusively determine the order of priority of payment by it of any monies pursuant to this or
any other authority, cheque or draft properly executed by me/us and given to or drawn on the Bank.

(b) Atany time terminate this authority as to future payments by notice in writing to me/us.

(c) Charge its current fees for this service in force from time-to-time.
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Credit Card Customer Service Agreement

Our Responsibility

>

The credit card payment of your investment amount will be drawn immediately once LM Investment Management Ltd (the
“Manager”) receives this form or further written instructions from you. Please ensure your investment funds are cleared and
available.

The Manager will only debit your account for your initial investment amount as stated on the Application Form or additional
investment amount as advised by you in further written instructions concerning additional deposits. The credit card merchant
service fee will be deducted from your initial investment amount or additional investment amount/s.

The Manager reserves the right to cancel the credit card arrangements if three or more drawings are returned unpaid by your
nominated financial institution.

Subject to its obligations at law, the Manager will keep all information pertaining to your nominated account at the financial
institution private and confidential.

Where the due date for a drawing falls on a non-business day, the Manager will draw the amount on the next business day.

The Manager will investigate and deal promptly with any queries, claims or complaints regarding debits providing a response
within 20 business days.

Your Responsibility
» Where you consider that a drawing has been initiated incorrectly you should take the matter up directly with the Manager.
» ltis your responsibility to ensure that the authorisation on the credit card payment request is identical to the account signing
instruction held by the financial institution of the nominated account.
» ltis your responsibility to ensure at all times that sufficient funds are available in the nominated account to meet a drawing on the

due date for payment.
Itis your responsibility to ensure your bank will allow drawings on a credit card transaction without the card present.

It is your responsibility to advise the Manager if the account nominated by you to meet a drawing is altered, transferred or
closed.

It is your responsibility to arrange with the Manager a suitable alternate payment method if the drawing arrangements are
stopped either by you or the nominated financial institution.

It is your responsibility to meet any charges resulting from the use of the credit card system. This may include fees charged by
the Manager as a result of drawings being returned unpaid.

Your Rights

>

>

You may request or defer or alter the drawing authority, by giving written notice to the Manager. The Manager must receive such
notice at least 5 business days prior to the date of the next drawing.

You may cancel the credit card arrangement at any time by giving written notice to the Manager. The Manager must receive
such notice at least 5 business days prior to the date for the next drawing.

All transaction disputes, queries, and claims should be raised directly with the Manager. The Manager will provide a verbal or
written response within 20 business days from the date you notify the Manager. If the claim/dispute is successful the Manager
will reimburse you by way of electronic credit to your credit card account.
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LM Investment Management Ltd

Manager and Responsible Entity
ABN 68 077 208 461
Responsible Entity & AFSL No. 220281

AUSTRALIA HEAD OFFICE

Level4 9Beach Rd

Surfers Paradise Qld 4217 Australia
T+6175584 4500 Freecall 1800 062919
F+617 55924116

E mail@LMaustralia.com

SYDNEY

LM House 333 Sussex St
Sydney NSW 2000 Australia
T+61282680100

F +6128268 0199

E sydney@LMaustralia.com

HONG KONG

Suite 2506 One International Finance Centre
1 Harbour View St Central Hong Kong

T +852 2501 0262

F +852 2530 1076

E hongkong@LMaustralia.com

LONDON

Golden Cross House

8 Duncannon St London WC2N 4JF
T+44207 484 5054

F +44 207 484 5100

E london@LMaustralia.com

NEW ZEALAND

Level 27 PWC Tower

188 Quay StAuckland 1010 New Zealand
T+64 93632901 Free Phone 0800 255 628
F +64 9 363 2938

E newzealand@LMaustralia.com

www.LMaustralia.com

Adviser’s Stamp
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App ication Form | ~ LMFirst Mortgage Income Fund

Units in 'he Fund will only be issued on receipt of this Office use only
Application Form, issued together with the PDS for the
Fund dateed 10 April 2008.

Please phone the Manager's Treaswry Services
Department on +617 5584 4500 or free call 1800 062
9159{Austr alia only) or your adviser with any enquinies,

Please complete this form using BLACK INK and print well within the boxes in CAPITAL LETTERS. Mark appropriate answer
boxes with ¢ cross like the following| X | Start at the left of each answer space and leave a gap between words.
1. INVESTMENT DETAILS

Type of inves/ment
| AuDIvestment X Non-AUD Investment

. ] EXISTING INVESTOR - New Investment

Existir g Investor ID :IE”:,:":ICI ffanyofyn;;fm:hhmﬁjhangedphasemmhfe them below,

Investor Type

@ Individual / Joint Investors - complete details in section 2 and then go to Section 7 and complete all sections

I: Sole Trader Investors - complete details in section 3 and then go to Section 7 and complete all sections

I: Company Investors - complete details in section 4 and then go to Section 7 and complete all sections

i Superannuation Fund/ Trust Investors - complete details in section 5 and then go to Section 7 and complete all sections
L Partnerchip Investors - complete details in section 6 and then go to Section 7 and complete all sections

Please ensure appropriate investor identity verification documents are attached fo this Application Form — refer to the Anti-Money
Laundering procedures on pages 36 - 37 of this PDS.

If you are an investor from a country other than Australia or New Zealand please ensure the appropriate Anti-Money Laundering
Form which is available from the Manager's website at www.LMausiralia.com is completed with this Application Form.

2. INDIVIDUAL/JOINT INVESTOR DETAILS

Investor1  Title MrM ws| | omss | ome] [ | [ ]

First Name(s)

[Nlollad el QAU

Last Mame

Sl dl el S UL

Date of Birth

UijEW@EMMﬂwVT

Current Occupation

Eellelk aNIA<I T ellcIlu]l~L A dL [ Allo]v]i Slok ][]
s i ]| el ] ] Tomel T I

First Name(s)

OO OO OO OO O OO0 OO0 O]

Last Mame

IIENEEEEEEEEEEEEEEEEE N

Date of Birth

R T e ] e[

Current Occupatior

OO OO0 0000000000

www.LMaustralia.com = LM First Morigage Income Fund
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Partner 2
First Name(s)

L OO OO O OO OO OO OO OO

Last Name

IR

Date of Birth

ST el ] e ]

Residential or Principal Street Address

AN EEEEEEEEEEEEEEEEEnEE

iﬁmmmmmmzmmmmmmmmmmmmmhm
O O

iEEEEEEEEEREEEEEEEREEEnE

7. POLITICALLY EXPOSED PERSONS

Are you or anyon: named on this form or any of your or their close personal or business relationships, associates or family members
politically exposed persons e.g. Heads of State, senior politicians, judicial or military officers, senior executives of stale owned
corporations?

N R

If yas please provide details

B. INVESTOR CONTACT DETAILS

E%D@ﬂqmwMMWE@DDDDEDDHEDD
S A
%lgﬁfo THIAITIC %% %%ﬁﬁ

MI[@FEDEE@E@EIEDEDHED

Phone (Business/Home

OO EEIEEITTIWT@

Please indicate your preferred method of receiving correspondence

@Emm E Post OR D All correspondence to Adviser only

Financial staternen's are available on the Manager's website,

Do you wish to receive financial statements of the Fund D Yes @ Mo

If s — do you wish to receive the financial statement by email I: Yes [j No

www.L Maustralia.com = LM Firs| Morlgage Income Furd
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9. RESIDENTIAL / PRINCIPAL BUSINESS STREET ADDRESS OF INVESTOR/S
Individual investors must provide their residential street address and if sole trader their principal business address (if different).

Company, partnership, superannuation fund, association or trust investors must provide their principal business street address
and registered office address (if different). Post office boxes are not acceptable.

INVESTOR 1/ COMPANY/ TRUST/ SUPERANNUATION FUND / PARTNERSHIP / ASSOCIATION / SOLE TRADER
Residential / Principal Business Street

LALtVIlel]l aAlnlslh b INs ], IFdaTIL Al L

Suburb

FE]E@@U@EMJEDEEEEIDDDEEE
E@EEDNEEE@@ED@E@@E@EDDEE
THIALC A AD | ol dlaial LI E I IE I

INVESTOR 2/ INCORPORATED REGISTERED ADDRESS (if applicable)
Residential / Principal Business Street

AR EEEE RN e e e e

MEWUJJULLLLJJHLLungerF
qumjjﬂmmrrajmgrtcﬂﬁﬁﬂﬁr
O O

10. INVESTOR TAX FILE NUMBER OR EXEMPTION DETAILS

INVESTOR 1/ COMPANY PARTNERSHIP / SUPERANNUATION FUHDJ'THUST
Tax File Number

“u£$ﬁi_tggimzmjjjztmjjz
O 0 O O 0 O
L0 OO0 OO0 OOk oo

If a foreign resident for tax purposes, specify country of residence

]
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11. INVESTMENT DETAILS (continued)
LM FIRST MORTGAGE INCOME FUND CURRENCY HEDGED INVESTMENT OPTIONS

The investor may use this Application Form to select either one or a diversified range of currency investments. (Investment may be
arranged for most currencies. For clarification on hedging a specific currency, contact the Manager.)

Payment MUST be made to “PTAL acf LM First Mortgage Income Fund”

FIXED TERM INVESTMENT OPTIONS Specify Term—1,3, 6 or 12 Month Term
b@ usp amounts|[ 2] ¢ | O] 0| O G 0o | & MONTHY |
e L) | '
e —
o — AmwanJjJJ 0 | -
.| cao amounts|| || || | |l | L L]

| mo f_?f!ﬂ"__“f_$]__'|:|_| ] ]_l g ]
[___ssn - Ameunts. | | | | | |

| [neo pmouns|| ||_|'7 —|' N _"| ]
||| other speci amounts|| || || ||| ::_ I L]

Interest distribution (Income Only) on Maturity of Investment Term (please tick appropriate box)

| If No the interest distribution will be credited to
& EAWAIEED Iy Lo Aot L -b'_cl e | the bank account nominated in Section 15

12. MATURITY/ROLLOVER INSTRUCTIONS FOR CURRENCY HEDGED INVESTMENT TERMS ONLY

Please tick the appropriate instructions. NB If this section is not completed and no written instructions are received by the
Manager at least 5 business days prior to this investment's maturity date then at maturity of each investment the investor's
original investment and interest distribution is automatically reinvested in the original nominated currency for further 1 month
investment terms until the investor notifies the Manager of a longer reinvestment term or a withdrawal notice is received.

—| On maturity of each investment term continue to roll the investment and interest distribution (income) amount for
! further investment terms of the same length until notified otherwise by the investor by the appropriate nofice.
EG On maturity of USD 12 Month Term the interest distribution will be credited to the investor’s investment account and
principal investment amount and the interest distribution will be rofed for further USD 12 Month Terms until notified
atherwise by the investor.

On maturity of each investment term continue to roll the original investment amount on maturity for further
L investment terms of the same length until notified otherwise by the investor by the appropriate notice AND

electronically credit the interest distribution (income) amount to the Investor's Account nominated in Section 15

of this Application Form.

EG On maturity of USD 12 Month Term the principal investment amount will be rolled for further USD 12 Month Terms

and the inferest distribution will be electronically credited to the invesfor's account nominated in Seclion 15 of the

Application Form until notified otherwise by the investor.

On maturity redeem the investor's investment and interest distribution (income) amount and electronically credit
the Investor's Account nominated in Section 15 of this Application Form.

MNote: See page 17 of this PDS ("How to Withdraw™) for details of the notice periods required and the restrictions on
breaking an investment term, which also apply to investment terms resulting from a rollover.

Mote: Investors should consult with their adviser to obtain details of the latest PDS prior to reinvestment. The latest
PDS is also are available from the Manager's website at www.LMaustralia.com or by telephoning the Manager
on +617 5584 4500,
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13. PAYMENT DETAILS

How will this investment be made? NOTE: Cash iz not acceptable

AUSTRALIAN DOLLAR PAYMENT OPTIONS:-

Cheque [ | Make cheque payable to the Fund:- PTAL acf LM First Mortgage Income Fund;

Direct Debit Make sure you also complete the relevant Direct Debit Form for Australian Dollar Investments
attached to this Application Form. Your investrment will be directly debited from your nominated
Australian financial institution account.

BPay | Please attach a copy of the BPay receipt to the Application Form. For details on how to BPay
Australian dollar investment funds please refer to Page 14 of this PDS.

Electronic Direct Credit |[X_ Please attach a copy of the electronic direct credit receipt or telegraphic transfer to the Application

or Telegraphic Transfer Form and provide the electronic direct credit reference code provide by the bank or telegraphic
transfer reference code provided by the bank:-
Please see details on how to electronically direct credit or telegraphically transfer investment funds on
page 14 of this PDS.

Credit Card | | Make sure you complete the Credit Card Payment Form attached to this Application Form.

NON-AUSTRALIAN DOLLAR CURRENCY HEDGED PAYMENT OPTIONS:-
Payment must be made by telegraphic transfer.

Please attach a copy of the telegraphic transfer to the Application Form and provide the telegraphic transfer reference code provided by
the bank:- . Please see details on how to telegraphically transfer investment funds on page 15 of this PDS.

NEW ZEALAMND investors can also

»  choose to have NZD investments direct debited from their bank account. Please complete the New Zealand
Direct Debit Form that follows this Application Form

OR

»  Investors living in New Zealand can make MZD deposits in person at an ANZ bank or electronically direct
credit investment funds to the ANZ Bank (Bank details are shown on page 15 of this PDS).

Direct Credit— If funds are being remitted by direct credit please supp'rytrm banking reference number or
copy of credit receipt provided by the remitting bank

THIRD PARTY PAYMENTS

The Manager expacts funds to come from the investor's own account. Please provide an explanation if payment is made from a third
party. We may require additional information in respect of the third party payment if accepted.

14, SOURCE OF INVESTMENT FUNDS — Must be completed for Anti-Money Laundering Requirements
Please tick the appmpna’le box to provide |nfnnnaurmonwhere funds for this investment came from.

% Savings | | Sale of Assets F'rof t [ Other please specify e.g. gift, donation:--

www. LMaustralia.com > LM Firs! Morgage Incoms Fund
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15. INVESTOR ACCOUNT DETAILS (for payment of interest distributions and withdrawals from a Fund)

[40] g R BENEEEN 0000000000
5

Bank Name

ﬂ%Mﬂ@M@EU@M@@E@@D@@M@]@@
LJLQL@Eth@@ﬁEEMM@%HS

- e Aom
S R i ek ) Tk e

BSB Number (sustralia Bank Account Nlmher

DDTTWNWF A=A g L]
7 O

Rmt]ng Code/Fedwire (UStanks only]  |BAN Number

l%ﬂf@@‘i DDDI || || || UDDuLUDIuD
EEEEEDT?HHFDJJDLI_3|DDDD
IRAEEEEEEEEEEEE D_SDDF
N
00 CO00000000000000000
EQ@EEQDDDWH e ]
AREEEEEEEEEEEEEEEEEEEEEE

16. PERSONAL INFORMATION

The privacy of an investor's personal information is important to the Manager. The purpose of collecting investor information on the
Application Form is to process the application and manage an investor's investment in the Fund. If the information an investor gives is
not complete or accurate, the Manager may not be able to provide the products and services applied for.

In processing the application and managing investors’ investments in the Fund, the Manager may disclose personal information to other
parties such as an investor's financial adviser andlor IT service providers of financial advisers, the financial adviser's licensee or as
required by law.

Investors are enfitied to request reasonable access to their personal information. The Manager reserves the right to charge an
administration fee for collating the information requested.
For further details on the Manager's Privacy Policy please visit the Manager website at www.LMaustralia.com.
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18. SIGNING AREA

I"We declare that:-

1. This Application Form is completed according to the declaration/appropriate statements in the Application Form and agree to be
bound by the constifution/s and the terms, conditions and contents of the PDS of the Fund.

2. The retum of this Application Form with the Application Maney will constitute an offer to subscribe for units.
l/We acknowledge that l'we have read the PDS to which this application relates and any supplementary PDS.

4. |\We consertt to the Manager collecting the information provided in this document and attachments and declare thal the information
is true and correct. 1\We agree to provide the Manager with any further information required and confirm LM may obtain further
information to confirm my/our or our organisation's identity for the purpose of mylour investment or for the purposes of compliance
with any laws.

5. |declare that the money invested in the Fund is not part of any money laundering or terrorist financing schemes,

Signature of Investor 1/Company Officer (please nominate office held eg. Dirsctor) Date
JUrs (26 1 04 108 |
Signature of Investor zmoppanyr_ﬂfﬁner {nisase nominate office heid eg. Dirsctor) Date

R 2 106 107 |

If signed under Power of Attorney, the Atfomey certifies that he or she has nof received notice of revocation of that power. Trustees of
trusts giving a power of attomey certify that they are authorised to do so by their trust deed. A certified copy of the power of attomay must
be forwarded fo the Manager with this Application Form including an express authority fo grant the limited power of atformey as set out
in this Application Form. If signing on behalf of a corparation, the party signing must indicate the capacity (i.e. director or secretary) after
their signature in the above box,

19. SPECIAL INSTRUCTIONS/COMMISSION INSTRUCTIONS
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20. ADVISER/INTERMEDIARY DETAILS

Toe M | s B Mrss_] DMrﬂ’_‘D

?ﬁ%EDDD|EEDjDDmuu33DDDm[ _____
AR OO0 0000000000000
ﬂ@@ummmmmzammfumﬂmmmﬁﬁau
@E&g&gﬁjgmmmgagfumzzgamm
0 OO0 OO0 ”

0 OO0 0000 iyt ke e
O OO0 DO | ek oiend s

AFSL":TE?N“ LMAdviser ID No (Optional) | LOFSALicense No.B5200548
O000 ool
Postal Address

N [
]DDDEDLEDDH]QDEDEBUMUDE
INEEEEEEEEEEEEEEEEnEEEn

Australian Financial Adviser Investor ldentity Verification Declaration
| certify that in accordance with the IFSAFPA Industry Guidance Note 24 that:- (tick the appropriate box)

-
[ ]
[ ]

1. My licensee has an agreement in place with LM where | have collected, verified and retained the appropriate customer
identification documentation to confirm the identity of all investors associated with this application to meet my obligations in
respect of the Anti-Money Laundering and Counter-Terrorism Financing Act 2006 ('AMUCTF laws') and agree to provide
access to these records as required.

OR

I:' 2. My licensee has an agreement in place with LM and as such | have attached a copy of the industry “Customer [dentification
Form” which confirms that | have sighted and verfied all of the documentation required to identify a customer under the
AML/CTF laws.
OR

| 3. | have attached a copy of the source documents from which | have identified the customer as required by the
= AMLICTF laws.

If no box is marked, | agree Option 3 applies.
J’lu.q:l'l.l'lslaf:q Signature - Date

M«/ | TP

www. LMaustralia.com = LM First Morgage Income Fund
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119002/98/000364

Roger Shotton

c/o Judy Blair

B Building

UNIT 3924 B FLOOR 9 Sukhumvit 21, Asoke
Wattana

BANGKOK 10110

THAILAND

LM First Mortgage Income Fund 6 Month Term

W

LM Investment Management Ltd

The global pathway to Australian investment solutions

30 September 2011

Investor ID: 131395
Account No: 100261130
Please retain this statement for your
records.

As at 30 June 2011

Unit Holding Unit Price Account Value

USD 0.8000

269,427.34 USD 215,541.87

Consolidated Distribution Statement for 1 July 2010 to 30 June 2011

INCOME INFORMATION

Cash Distribution

Tax Paid

or Tax Offsets Taxable Amount

Australian Income

Interest USD 0.00 USD 0.00 USD 0.00
USD 0.00 USD 0.00 USD 0.00
Non-Taxable Income
Tax Deferred USD 1,883.08 uUSD 0.00 USD 0.00
USD 1,883.08 USD 0.00 USD 0.00
Less Withholding Tax USD 188.31
Net Distribution USD 1,694.77

Should you have any queries in relation to this Consolidated Distribution Statement, please refer to your Financial Adviser or

Accountant.

ABN 68 077 208 461 Responsible Entity & AFSL No. 220281

GOLD COAST | SYDNEY | PERTH | HONG KONG | BANGKOK | AUCKLAND | QUEENSTOWN | LONDON | DUBAI | JOHANNESBURG

HEAD OFFICE Level 4 9 Beach Rd Surfers Paradise QId 4217 Australia T +61 7 5584 4500 F +61 7 5592 2505 Freecall 1800 062 919 E mail@LMaustralia.com www.LMausigglgé:em



LM Investment Management Lid
The global pathway to Australian investment solutions

20 December 2012

Dear Sir / Madam,

We wrote to investors 16 November with details of our “go forward” strategy for the LM First Mortgage Income
Fund (Fund). We are pleased to set out below further details of this strategy.

LM’s Strategy for the Fund: Orderly Asset Sell Down

LM has conducted a detailed review of all aspects of the LM First Mortgage Income Fund and its
operations, and has listened to the wishes of investors. After consideration of all factors, we have
determined that it is in the best interests of investors to continue the sales program, with an orderly sale
of all remaining Fund assets.

As previously advised, the liquidity mechanism proposed in May 2012 will not proceed. The Fund will not
be split, and there will no longer be the options for investors to “sell” or “hold” their investment in the
Fund. Instead, all remaining assets will be sold, and all investors will share pro-rata in the liquidity

provided through this sales program. This strategy is for an orderly, commercial sale and not a fire sale
of assets.

We have been actively selling assets of the Fund since before its closure to new investors and are
continuing with this to see investors' investment capital returned as quickly as commercially possible.

We estimate that this program could take up to three years to complete. During this period, available

liquidity will be returned to all investors from any asset sales by way of periodic pro-rata capital
distributions, as described below.

Periodic Capital Distributions for Investors

March 2013 First pro-rata capital distribution to all investors.

We expect that by March 2013, the initial distribution of capital should be paid to all investors, pro-rata to
their respective holdings in the Fund.

We intend repaying capital to all investors on a periodic basis, which is likely to be each quarter.
Repayments will occur as and when liquidity is available from the sales program, after paying or making
such provision that we reasonably determine for liabilities of the Fund.

GOLD COAST | BANGKOK | DUBAI | HONG KONG | JOHANNESBURG | LONDON | QUEENSTOWN | SYDNEY | TORONTO

HEAD OFFICE Level 4 8 Beach Road Surfers Paradise QId 4217 Australia T +61 7 5584 4500 Freecall 1800 062 919 www.LMaustralia.com
F +61 7 5592 2505 E mail@LMaustralia.com ABN 68 077 208 461 Responsible Entity & AFSL No. 220281
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Unit Price

The current unit price for the Fund is 59 cents, as reflected in the latest audited financial statements for the
year ending 30 June 2012,

There will be no change to the number of units that you hold in the Fund as at the date of this letter. Every

investor will automatically receive their pro-rata share of any capital distribution made from the Fund, without
having to lodge a withdrawal request.

Investor Income Catch Up

The income catch up applies only to those investors who have not reinvested income in the LM First
Mortgage Income Fund. Across the LM Currency Protected Australian income Fund and the LM
Institutional Currency Protected Australian Income Fund, income has been reinvested to the investor
account.

With respect to the LM Wholesale First Mortgage Income Fund, LM is no longer the responsible entity of

that fund and all decisions regarding distributions to be made to investors in that fund are a matter for the
new responsible entity of that fund.

January 2013 Monthly distribution catch up for period to 30 December 2010 commences with
two months of payments (for those investors who did not reinvest their income).

Background to the Current Unit Price

In the financial crisis across the industry generally, many funds were forced to close to protect assets. On
the closure of this Fund, many of the assets were forced into default positions, when due to the credit crunch
and its constraints, the majority of the Fund’s borrowers were unable to meet the Fund's request for
repayment of the loan at maturity. LM, utilising the strong legal position afforded by the Fund's first
mortgage security over the assets, has successfully taken control of the majority of assets on behalf Fund
investors as required.

Upon default, it was necessary to capitalise interest due to the Fund from many loans. In addition to
accruing this interest to the original loan amount, the legal and recovery costs also had to be added to the
loan. As a result, the originally approved terms of the loan with respect to the loan to valuation ratio
requirements has been exceeded. This, in addition to some softening in property prices across all assets,
resulted in the current unit price of 59 cents.

Proper Determination of the Unit Price

The assets of the Fund are valued twice a year, in full accordance with LM’s statutory and general law
duties. The valuation methodology utilised is consistent with the Fund'’s constitution, compliance plan and
applicable accounting standards. Emst & Young independently reviews the values of each asset ata
minimum of every six months, as part of the Fund's regular audit program. The unit price reflects market
values which are substantiated throughout this process.

Deutsche Bank Facility

We are pleased to announce that we have successfully renegotiated the facility with Deutsche Bank to 30
June 2014, with an option to further extend to 30 June 2015, if required. The facility, which is currently
drawn to approximately A$29 million will not be redrawn, and from May next year it will be capped at A$25
million.
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The revised facility provides certainty to the Fund and its investors for the maintenance of cash flows., Once
the facility reaches A$25 million, there will be no ongoing required payment/reduction to Deutsche Bank out
of the sales price on the sale of each asset.

The Deutsche Bank facility is an important component of the Fund's orderly sales program, as it will allow
the Fund to extend the required capital to those assets identified for additional development or
enhancement, to potentially achieve a more favourable sales price. The renegotiation of the facility means
that the Fund can immediately begin the catch up of investor income and program in capital distributions,
which otherwise would have gone to the repayment of the Deutsche Bank facility.

The periodic capital distributions will be pro-rata to all investors in the LM First Mortgage Income Fund, the

LM Currency Protected Australian Income Fund, the LM Institutional Currency Protected Australian Income
Fund and the LM Wholesale First Mortgage Income Fund.

Independent Report on Fund Assets: BIS Shrapnel Report

As promised, we are providing a copy of the BIS Shrapnel report to investors in the Fund. We are waiting
on one further outstanding component of the report and expect to distribute it by early in the New Year,

RG45 Report

We are currently finalising the RG45 Report and will be providing a copy of this report to all investors by
January 2013. This will also be accessible from the LM website. The full details of the renegotiated
Deutsche Bank facility will be included in this document. This report is for the purposes of ASIC's
Regulatory Guide 45 Mortgage Schemes, improving disclosure for retail investors.

Ensure We Hold Your Current Bank Account Details

As advised above, periodic capital distributions and catch up income distributions will commence shortly.
Please ensure that you have provided us with your most recent bank account details for payment. We will
make the payments to the bank account nominated in your application form or most recently provided by
you.

Further Technical Information

(i) Suspension of Redemptions and Fund Liquidity

Redemption requests have been suspended since mid-2009. We have now determined that the Fund
is not “liquid” for the purposes of the withdrawal provisions under the Corporations Act 2001. As a
consequence, we can no longer process redemption requests in accordance with the redemption
provisions in the Fund’s Constitution. The only way we can process redemption requests is to make a
“withdrawal” offer to all investors pursuant to the Corporations Act 2001, and we currently do not intend
to make such an offer. Instead, we intend to return capital to investors by making periodic pro-rata
capital distributions, as outlined above.

We will still consider any redemption requests that are lodged with us on hardship grounds in
accordance with ASIC hardship relief.
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(ii) Distribution Reinvestment Program is Closed

We have closed the Fund’s distribution reinvestment program, and will no longer be offering investors
the option to reinvest their monthly income distributions (as the Fund is not declaring any).

Investors Should Obtain Professional Advice

Your financial adviser or intermediary will be able to assist you with any information required regarding your
investment in the Fund. We are happy also to provide any information on the Fund, and can be contacted
at mail@LMaustralia.com or +61 7 5584 4500.

Please find attached for your information the LM First Mortgage Income Fund Asset Progress Report dated
December 2012, providing an update on the orderly sell down of assets within the Fund.

We look forward to commencing the investor distributions next year, and will report further on the closed fund
strategy in the New Year.

Yours Faithfully,

The Directors
LM INVESTMENT MANAGEMENT LTD

The LM products are solely for distribution via financial advisers and intermediaries, LM requests investors consult a
financial adviser before making any decisions on their investment. This communication is general information on the LM
funds issued by LM Investment Management Ltd.
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