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Trilogy First Mortgage Income Trust
Corporate particulars

The financial report covers the Trilogy First Mortgage Income Trust (“Fund”). The Fund is a unit
trust, established and domiciled in Australia. The Fund commenced operations on 19 February
2007.

Manager and Responsible Entity

Trilogy Funds Management Limited (“Manager”) (“Responsible Entity”) is a public company limited
by shares, incorporated in Queensland, Australia on 13 October 1997 and domiciled in Australia.
Its registered office and principal place of business is:

Level 10

241 Adelaide Street
BRISBANE

QLD 4000

Presentation currency
The financial report is presented in Australian dollars.

Principal activities

The Trilogy First Mortgage Income Trust is an unlisted registered managed investment scheme.
The principal activity of the Fund during the period was to originate lending opportunities for
inclusion in the Fund, and to manage those settled loans.

Directors
The Directors of Trilogy Funds Management Limited during the financial year and up to the date of
this report are:

Rodger Bacon

John Barry

Trevor Gibson

David Hogan (Resigned 29 July 2008)
Rohan Butcher (Appointed 29 July 2008)
Philip Ryan

Company secretary
Philip Ryan

Auditor of the Fund, compliance plan, & taxation advisors
MGI Brisbane Pty Ltd

200 Mary Street

Brisbane

QLD 4000

Custodian for the Fund

Trust Company Fiduciary Services Limited
213-217 St Paul’s Terrace

Brisbane

QLD 4000



Trilogy First Mortgage Income Trust
Directors’ report

The Directors of Trilogy Funds Management Limited, the Responsible Entity of Trilogy First
Mortgage Income Trust present their report together with the financial report for the Fund for the
financial year ended 30 June 2009.

Directors

The Directors of Trilogy Funds Management Limited during the financial year and up to the date of
this report are:

Rodger Bacon

John Barry

Trevor Gibson

David Hogan (Resigned 29 July 2008)

Rohan Butcher (Appointed 29 July 2008)

Philip Ryan

Directors have been in office since the start of the financial year to the date of this report unless
otherwise stated.

Principal activities

During the year the Fund invested in loans secured by registered first mortgages over real property
in Queensland and Victoria, with funds also held in bank deposits for liquidity purposes. The
investment strategy of the Fund is to invest in loans secured by registered first mortgage, in
accordance with the Fund’s lending policy.

There has been no significant change in the nature of this activity during the year.

Fund information

The Fund is an unlisted registered managed investment scheme domiciled in Australia. Trilogy
Funds Management Limited, the Responsible Entity of the Fund, is incorporated and domiciled in
Australia.

The registered office of the Responsible Entity and the Fund is Brisbane Club Tower, Level 10, 241
Adelaide Street, Brisbane.

Review of results and operations

Results and distributions

Net profit attributable to unitholders for the year ended 30 June 2009 was $nil (2008: $nil).
Distributions to unitholders during the year totalled $683,909 (2008: $600,904).

Performance

The performance of the Fund over the past 2 years is summarised in the following table:

2009 2008
Weighted average return to investors 6.79% 7.44%



Trilogy First Mortgage Income Trust
Directors’ report

Review of results and operations (continued)

Indirect cost ratio

The Indirect Cost Ratio (ICR) is the ratio of the Funds management costs over the Fund’s average
net assets attributable for the year, expressed as a percentage.

Management costs include management fees and other expenses or reimbursements deducted in
relation to the Fund, but do not include transactional and operational costs. Management costs are
not paid directly by the unitholders of the Fund.

The ICR for the Fund for the year ended 30 June 2009 is 0.33% (2008: 0.24%).
Unit prices
The Fund continues to maintain a unit price at $1.00 under the terms of the Constitution.

Fees paid to and interests held by the Responsible Entity and its associates

The fees paid to the Responsible Entity and its associates, and interests held in the Fund during
the financial period are disclosed in Note 11.

Units on issue

During the year 1,202,009 (2008: 8,945,794) units were issued by the Fund and 1,691,380 (2008:
432,710) units were withdrawn.

Fund assets

At 30 June 2009 the Fund held assets to a total value of $9,886,721 (2008:$10,511,700). The
basis for valuation of the assets is disclosed in Note 2 to the financial statements.

Significant changes in state of affairs

The capital loss insurance was renewed during the year, where Lloyd's of London requested the
following changes to the cover as follows:

Current terms Previous terms
Maximum loan term 1 year 2 years
Maximum loan to valuation ratio 60.00% 66.67%
Maximum loan amount $5 million $10 million
Maximum single borrower loan amount $5 million $10 million

Other than that detailed above, there were no significant changes to the state of affairs of the Fund
during the year.

Significant events after the balance date

There has been no matter or circumstance that has arisen since the end of the financial year that
has significantly affected, or may significantly affect, the Fund’s operations in future financial years,
the results of those operations or the Fund’s state of affairs in future financial years.

Likely developments and expected results

The investment strategy of the Fund and investment objectives as detailed in the most recent
Product Disclosure Statement will be maintained.

Environmental regulation and performance

The operations of the Fund are not subject to any particular or significant environmental regulation
under a law of the Commonwealth or of a State or Territory. There have been no known significant
breaches of any other environmental requirements applicable to the Fund.



Trilogy First Mortgage Income Trust
Directors’ report

Indemnification and insurance of Directors’ and officers’

The Constitution of the Responsible Entity requires it to indemnify all current and former officers of
the Responsible Entity (but not including auditors) out of the property of the Responsible Entity
against:

(a) any liability for costs and expenses which may be incurred by that person in defending civil or
criminal proceedings in which judgement is given in that person’s favour, or in which the
person is acquitted, or in the connection with an application in relation to any such
proceedings in which the court grants relief to the person under the Corporations Act 2001;
and

(b) a liability incurred by the person, as an officer of the Responsible Entity or of a related body
corporate, to another person (other than the Responsible Entity or a related body corporate)
unless the liability arises out of conduct involving a lack of good faith.

During the financial year, the Responsible Entity paid an insurance premium in respect of a
contract insuring each of the officers of the Responsible Entity. The amount of the premium is,
under the terms of the insurance contract, confidential. The liabilities insured include costs and
expenses that may be incurred in defending civil or criminal proceedings that may be brought
against the officers in their capacity as officers of the Responsible Entity or related body
corporates. This insurance premium does not cover auditors.

The Fund has not indemnified any auditor of the Fund.

Auditor's independence declaration

An independence declaration has been provided to the Directors’ by the auditor of the Fund, MGI
Brisbane Pty Ltd, and is attached to the Directors’ Report.

Signed in accordance with a resolution of the Directors.

A X Gaan.

Philip Ryan Trevor Gibson
Director Director

25 September 2009 25 September 2009
Brisbane Brisbane



MG Brisbane Pty Ltd ABN 68 295 962 698. Liability limited by a scheme approved under Professiondl Standards Legislation.

MGlis aworldwide asso

business + financial advisors

BUSINESS SOLUTICNS

HORIDWIDE Level 1, 200 Mary Street,
GPO Box 1087,

Brisbane Qld 4001 Australia,
t:+61 7 3002 4800

f:+61 7 3229 5603

e: info@mgibris.com.au
www.mgibris.com.au

AUDITOR’S INDEPENDENCE DECLARATION UNDER SECTION 307C OF THE CORPORATIONS
ACT 2001 TO THE DIRECTORS OF TRILOGY FUNDS MANAGEMENT LIMTED AS

RESPONSIBLE ENTITY FOR TRILOGY FIRST MORTGAGE INCOME TRUST

| declare that, to the best of my knowledge and belief, during the year ended 30 June 2009 there have
been:

I; no contraventions of the auditor independence requirements as set out in the Corporations Act
2001 in relation to the audit; and

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

A %/dxw PeyLrel

MGI Brishane Pty Ltd
M A'Gedrghiou
Lead Auditor

Brisbane

25 September 2009

ciation of independent auditing, accounting and consulting firms. Neither MGl nor any member firm accepts responsibility for the activities. work, opinions or service of any other members.



Trilogy First Mortgage Income Trust
Income statement
For the year ended 30 June 2009

Notes 2009 2008

$ $

Revenue from operations 3 733,350 623,987

Responsible Entity fees (23,774) (22,425)

Borrowing costs (25,667) (658)

Net profit attributable to unitholders 683,909 600,904
Finance costs:

- Distributions to unitholders 4 (683,909) (600,904)

Change in net assets attributable to unitholders

These statements are to be read in conjunction with the accompanying notes to the financial statements.
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Trilogy First Mortgage Income Trust
Balance sheet
As at 30 June 2009

Notes 2009 2008
$ $

Assets
Cash and cash equivalents 5 5,458,118 364,639
Trade and other receivables 6 31,139 80,897
Investment in financial assets:
- Mortgage loans 7 4,397,464 10,066,164
Total assets 9,886,721 10,511,700
Liabilities
Trade and other payables 8 19,031 118,311
Distributions payable 4 35,459 71,787
Total liabilities excluding net assets attributable to
unitholders 54,490 190,098
Net assets attributable to unitholders 9,832,231 10,321,602
Total liabilities 9,886,721 10,511,700

7

These statements are to be read in conjunction with the accompanying notes to the financial statements.



Trilogy First Mortgage Income Trust
Statement of changes in net assets attributable to unitholders
For the year ended 30 June 2009

No of units $
At 1 July 2007 1,808,518 1,808,518
Net profit attributable to unitholders - 600,904
Distributions to unitholders - (600,904)
Application for units 8,945,794 8,945,794
Redemption of units (432,710) (432,710)
At 30 June 2008 10,321,602 10,321,602
Net profit attributable to unitholders - 683,909
Distributions to unitholders - (683,909)
Application for units 1,202,009 1,202,009
Redemption of units (1,691,380) (1,691,380)
At 30 June 2009 9,832,231 9,832,231

These statements are to be read in conjunction with the accompanying notes to the financial statements.

8



Trilogy First Mortgage Income Trust
Cash flow statement

For the year ended 30 June 2009

Cash flows from operating activities

Interest received — mortgage loans

Fees and other charges received

Distributions paid

Responsible Entity fees paid

Other payments

GST held on behalf of mortgage holders

Net cash flows (used in)/from operating activities

Cash flows from investing activities
Mortgage loan funds repaid

Mortgage loan funds advanced

Net cash flows from/(used in) investing activities

Cash flows from financing activities
Borrowing costs

Proceeds from borrowings

Repayment of borrowings

Receipts from issue of units

Payment for redemption of units

Net cash flows (used in)/from financing activities

Net increase in cash and cash equivalents
Cash at beginning of the year
Cash at end of the year

These statements are to be read in conjunction with the accompanying notes to the financial statements.

9

Notes

10

2009 2008
$ $

778,268 538,784

66 3,930
(722,334)  (523,311)
(23,089) (15,473)
(207) (3,930)
(78,394) 78,905
(45,690) 78,905
12,519,496 858,133
(6,869,518)  (9,343,546)
5,649,978  (8,485,413)
(21,438) (12,076)
2,440,000 -
(2,440,000) -
1,202,009 8,945,794
(1,691,380)  (432,710)
(510,809) 8,501,008
5,093,479 94,500
364,639 270,139
5,458,118 364,639




Trilogy First Mortgage Income Trust
Notes to the financial statements
For the year ended 30 June 2009

Note 1. Corporate information

The financial report of Trilogy First Mortgage Income Trust for the year ended 30 June 2009 was
authorised for issue in accordance with a resolution of the Directors’ of the Responsible Entity on 25
September 2009

Trilogy First Mortgage Income Trust is an Australian Registered Scheme, constituted on 3™ October
2006. Trilogy Funds Management Limited, the Responsible Entity of the Fund, is incorporated and
domiciled in Australia. The registered office of the Responsible Entity is located at Brisbane Club
Tower, Level 10, 241 Adelaide Street, Brisbane, Queensland, 4000.

The nature of the operations and principal activities of the Fund are described in the Directors’ report.

Note 2. Summary of significant accounting policies

(a) Basis of preparation

The financial report is a general purpose financial report, which has been prepared in accordance with
the Fund’s Constitution and the requirements of the Corporations Act 2001, and Australian Accounting
Standards.

The financial report has also been prepared on a historical cost basis, except for investments in
financial assets, which have been measured at fair value.

The Balance Sheet is presented on a liquidity basis. Assets and liabilities are presented in decreasing
order of liquidity and are not distinguished between current and non-current. All balances are expected
to be recovered or settled within twelve months, except for investments in financial assets and net
assets attributable to unitholders. The amount expected to be recovered or settled in relation to these
balances cannot be reliably determined.

The financial report is presented in Australian dollars.

(b) Statement of compliance

The financial report complies with Australian Accounting Standards and International Financial
Reporting Standards (‘IFRS’).

(c) Financial instruments

(i) Recognition

Financial instruments are initially measured at cost on trade date, which includes transaction costs,
when the related contractual rights or obligations exist. Subsequent to initial recognition these
instruments are measured as set out below.

(ii) Financial assets at fair value through profit and loss

A financial asset is classified in this category if acquired principally for the purpose of selling in the short
term or if so designated by management and within the requirements of AASB 139 Recognition and
Measurement of Financial Instruments.

Derivatives are also categorised as held for trading unless they are designated as hedges. Realised
and unrealised gains and losses arising from changes in the fair value of these assets are included in
the income statement in the period in which they arise.

(iii) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and are stated at amortised cost using the effective interest rate method.

10



Trilogy First Mortgage Income Trust
Notes to the financial statements
For the year ended 30 June 2009

Note 2. Summary of significant accounting policies (continued)
(c) Financial instruments (continued)

(iv) Held-to-maturity investments

These investments have fixed maturities, and it is the Fund’s intention to hold these investments to
maturity. Any held-to-maturity investments held by the Fund are stated at amortised cost using the
effective interest rate method.

(v) Available-for-sale financial assets
Available-for-sale financial assets include any financial assets not included in the above categories.

Available-for-sale financial assets are reflected at fair value. Unrealised gains and losses arising from
changes in fair value are taken directly to equity.

(vi) Financial liabilities
Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less
principal payments and amortisation.

(vii) Derivative instruments
Derivative instruments are measured at fair value. Gains and losses arising from changes in fair value
are taken to the income statement unless they are designated as hedges.

(viii) Fair value

Fair value is determined based on current bid prices for all quoted investments. Valuation techniques
are applied to determine the fair value for all unlisted securities, including recent arm’s length
transactions, reference to similar instruments and option pricing models.

(i) Impairment

At each reporting date, the Fund assesses whether there is objective evidence that a financial
instrument has been impaired. In the case of available-for sale financial instruments, a prolonged
decline in the value of the instrument is considered to determine whether an impairment has arisen.
Impairment losses are recognised in the income statement.

(x) Derecognition

The Fund derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire or it transfers the financial asset and the transfer qualifies for derecognition in
accordance with AASB 139.

The Fund uses the weighted average method to determine realised gains and losses on derecognition
of financial assets not at fair value.

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

(d) Revenue and income recognition

Revenue is recognised and measured at the fair value of the consideration received or receivable to
the extent it is probably that the economic benefits will flow to the Fund and the revenue can be reliably
measured. The following specific recognition criteria must also be met before income is recognised.

Interest revenue — loan mortgages and investment revenue
Revenue is recognised as the interest accrues (using the effective interest rate method) to the net
carrying amount of the financial asset.

All revenue is stated net of the amount of goods and services tax (GST).

11



Trilogy First Mortgage Income Trust
Notes to the financial statements
For the year ended 30 June 2009

Note 2. Summary of significant accounting policies (continued)
(d) Revenue and income recognition (continued)
Changes in the fair value of investments

Net gains or losses on investments held for trading or designated as at fair value through profit or loss
are calculated as the difference between the fair value at sale, or at year end, and the fair value at the
previous valuation point. This includes both realised and unrealised gains and losses, but does not
include interest or dividend revenue.

(e) Cash and cash equivalents

Cash and cash equivalents in the Balance Sheet comprise cash at bank, deposits at call and short term
deposits with an original maturity of three months or less.

For the purposes of the Cash flow statement, cash and cash equivalents consist of cash and cash
equivalents defined above, net of outstanding bank overdrafts.

(f) Trade and other receivables

Receivables are recognised and carried at original amount, less a provision for any uncollectible debts.
An estimate for doubtful debts is made when collection of an amount is no longer probable. Bad debts
are written off when identified.

Amounts are generally received within 30 days of being recorded as receivables.
(g) Trade and other payables

Liabilities for creditors are carried at cost, which is the fair value of the consideration to be paid in the
future for goods and services received, whether or not billed to the Fund.

(h) Taxation

Under current legislation, the Fund is not liable for income tax provided the unitholders are presently
entitled to the income of the Fund and the Fund fully distributes its net taxable income.

(i) Distributions

In accordance with the Fund's Constitution, the Fund fully distributes its distributable income to
unitholders. Distributions are payable at the end of each year. Such distributions are determined by
reference to the net taxable income of the Fund. Distributable income includes capital gains arising
from the disposal of investments. Unrealised gains and losses on investments that are recognised as
income are transferred to net assets attributable to unitholders and are not assessable until realised.
Capital losses are not distributed to unitholders but are retained to be offset against any future realised
capital gains.

(i) Terms and conditions on units

Unit holders funds are classified as a debt instrument in the balance sheet as under the Trust
Deed, the Fund has a finite life which requires the initial investment by the unit holders to be
reimbursed at the end of the Fund.

In addition, the Fund has an obligation under its Constitution to deliver all net taxable income to the
unit holders at the end of each period.

Each unit issued confers upon the unitholder an equal interest in the Fund, and is of equal value. A
unit does not confer any interest in any particular asset or investment of the Scheme. Unitholders have
various rights under the Constitution and the Corporations Act 2001, including the right to:

12



Trilogy First Mortgage Income Trust
Notes to the financial statements
For the year ended 30 June 2009

Note 2. Summary of significant accounting policies (continued)

()) Terms and conditions on units (continued)

have their units redeemed;

receive income distributions;

attend and vote at meetings of unitholders; and
participate in the termination and winding up of the Fund.

The rights, obligations and restrictions attached to each unit are identical in all respects.

(k) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST except:

¢ when the GST incurred on a purchase of goods and services is not recoverable from the
taxation authority, in which case the GST is recognised as part of the cost of the acquisition
of the asset or as part of the expense item as applicable; and

e receivables and payable are states with the amount of GST included.

Reduced input tax credits (RITC) recoverable by the Fund from the ATO are recognised as a
receivable in the Balance Sheet.

Cash flows are included in the Cash Flow Statement on a gross basis and the GST component of cash
flows arising from investing and financing activities, which is recoverable from, or payable to, the
taxation authority is classified as part of operating cash flows.

() Application of Accounting Standards

Australian Accounting Standards that have recently been issued or amended but are not yet effective
have not been adopted for the annual reporting period ending 30 June 2009.

Reference | Title Summary Application | Application | Impact on
date of date for Scheme
standard Scheme

AASB 8 Operating AASB 8 introduces 1 January 1 July 2009 | The Scheme

Segments the ‘management 2009 has not yet
approach’ to determined the
segment reporting. potential effect
The presentation of the revised
and disclosure of standard on the
segment information Scheme’s
is to be based on the financial
internal reports statements.

regularly reviewed
by the Scheme’s
Chief Operating
Decision Maker in
order to assess each
segment’s
performance and to
allocate resources to
them.

13



Trilogy First Mortgage Income Trust
Notes to the financial statements
For the year ended 30 June 2009

Note 2. Summary of significant accounting policies (continued)

() Application of Accounting Standards (continued)

Reference | Title Summary Application | Application | Impact on
date of date for Scheme
standard Scheme

AASB 101 | Presentation of | The revised 1 January 1 July 2009 | The revised

Financial standard introduces | 2009 AASB 101 is
Statements the term total expected to
(2007) comprehensive have a
income, which significant
represents changes impact on the
in equity during a presentation of
period other than the financial
those changes statements. The
resulting from Scheme plans
transactions with to provide a
owners in their total
capacity as owners. comprehensive
Total comprehensive income in a
income may be single statement
presented either as of
a single statement of comprehensive
comprehensive income for its
income (effectively 2010 financial
combining both the statements..
income statement
and all non-owner
changes in equity in
a single statement)
or, in a income
statement and
separate statement
of comprehensive
income.
AASB 123 | Borrowing This revised 1 January 1 July 2009 | There will be no
Costs standard removes 2009 impact on the
the option to prior period
expense borrowing disclosures
costs and requires within the
that an entity Schemes 2010
capitalise borrowing financial
costs directly statements.
attributable to the
acquisition,
construction or
production of a
qualifying asset as
part of the cost of
that asset.

14




Trilogy First Mortgage Income Trust

Notes to the financial statements
For the year ended 30 June 2009

Note 2. Summary of significant accounting policies (continued)

() Application of Accounting Standards (continued)

Reference | Title Summary Application | Application | Impact on
date of date for Scheme
standard Scheme

AASB 123 | Borrowing In accordance with 1 January 1 July 2009
Costs the transitional 2009
provision, the
Scheme will apply
the revised AASB
123 to qualifying
assets for which
capitation of
borrowing costs
commences on or
after the effective
date.
AASB Amendments Changes to various | 1 January 1 July 2009 | These
2008-5 to Australian AASBSs resulting in 2009 amendments
Accounting minor changes for are not
Standards presentation, expected to
arising from the | disclosure, have any impact
Annual recognition and on the schemes
Improvement measurement financial
Process purposes. statements.
AASB Further
2008-6 Amendments
to Australian
Accounting
Standards
arising from
Annual
Improvements
Processes
AASB Amendments AASB 2008-02 1 January 1 July 2009 | The Scheme
2008-02 to Australian changes the 2009 has not yet
Accounting definition of a determined the
Standards — financial liability potential effect
Puttable requiring puttable of the revised
Financial instruments that standard on the
Instruments meet certain Scheme’s
and conditions to be disclosures.
Obligations classified as equity.
Arising on
Liguidation

(m) Comparative figures
When required by Accounting Standards, comparative figures have been adjusted to conform
to changes in presentation for the current financial year.
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Trilogy First Mortgage Income Trust
Notes to the financial statements
For the year ended 30 June 2009

Note 3. Revenue from 2009 2008
operations
Average Interest Average Average Interest  Average
balance Rate  balance Rate
$ $ % $ $ %
Cash and cash equivalents 3,431,577 111,126 3.24 2,029,648 128,099 6.31
Mortgage loans 6,845,473 621,065 9.07 5,831,784 490,858 8.41

10,277,050 732,191 7.12 7,861,432 618,957 7.87

Other revenues
Withdrawal fee (i) - 1,159 - - 5,030 -
- 1,159 - - 5,030 -

Total revenue from
operations 733,350 623,987

() A withdrawal fee is payable by investors (not the Fund) to the Responsible Entity when they
redeem their investment in the Fund within the first twelve months.

Note 4. Finance Costs 2009 2008
(a) Distributions to unitholders $ $
July 2008 to May 2009 distributions (648,450) (529,117)
June 2009 distribution (35,459) (71,787)
Distributions to unitholders (683,909) (600,904)

The June 2009 distribution was unpaid at the end of the financial year. This amount is recorded in the
Balance sheet as distributions payable.

Note 5. Cash and cash equivalents

Cash at bank 5,457,881 286,392
Working account (Refer Note 8(i)) 233 78,905
Commercial bill interest account (i) 4 (658)

5,458,118 364,639

() The Manager arranged a commercial bill facility with the Westpac Banking Corporation in
accordance with the Supplementary Product Disclosure Statement (Refer Note 9). The above
account was established to facilitate the payment of interest on the facility

Note 6. Trade and other receivables

Interest receivable - mortgages 25,464 71,542
25,464 71,542
GST paid 2,196 -
Prepaid borrowing costs (i) 3,479 9,355
31,139 80,897

(i) Represents the establishment cost associated with the commercial bill facility (Refer Note 9), which
will be amortised over a three year period.
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Trilogy First Mortgage Income Trust
Notes to the financial statements
For the year ended 30 June 2009

Note 7. Investment in financial assets

2009 2008
(a) Mortgage loans $ $
Held directly
Mortgage loans (i) 4,397,464 10,066,164
4,397,464 10,066,164
Maturity analysis
Not longer than 3 months 454,874 4,891,411
Longer than 3 months but less than 6 months 1,047,224 1,885,230
Longer than 6 months but less than 9 months 2,895,366 1,913,435
Longer than 9 months but less than 12 months - 1,376,088
4,397,464 10,066,164

(i) All loans are secured by registered first mortgage over real property in Queensland and Victoria.

(b) Impaired loans

One loan for a project in Lygon Street, Melbourne has experienced delays with construction and as a
consequence was placed in default on 6 May 2009. The borrower has acknowledged that additional
equity is required for the Responsible Entity to advance further funds to complete the project. As a
consequence the borrower has introduced new equity partners and documentation is being finalised
that will allow the project to move forward. A new fixed price contract has been signed and
construction will commence when the contracts of sale are prepared and the building surveyor
instructed.

Distributions to investors from this development have been withheld pending the outcome of
negotiations between the borrower and the potential investors. As such, the Responsible Entity has
recorded a non-accrual loan as the likelihood of recovery at the date of signing this report is uncertain.

The Responsible Entity carefully monitors the performance of all loans, and has determined that as at
30 June 2009 no mortgage loans are subject to impairment provisions with the exception of that
identified above.

Note 8. Trade and other payables

Borrowers GST (i) - 78,700
Borrowers payables(Refer Note 11(c)(iv)) 9,520 27,937
GST collected - 205

Other payables 4,229 -
Responsible Entity - Loan (ii) (Refer Note 11(c)) 3,479 9,355
Responsible Entity fees (Refer Note 11(c)(i)) 1,803 2,114

19,031 118,311

(i) 1t is a condition in certain borrowers loan contracts that any GST recoverable from draw-downs
must be deposited into the Fund's working account. These funds are held on behalf of the
borrower in readiness for future loan draw-downs.

(i) The Responsible Entity paid the cost to establish the commercial bill facility on behalf of the Fund.
The Responsible Entity will be reimbursed from the Fund over a three year period. No interest is
payable on the facility.
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Trilogy First Mortgage Income Trust
Notes to the financial statements
For the year ended 30 June 2009

Note 9. Interest bearing liabilities 2009 2008

Secured
Commercial bill (i) - -

Total facilities available:
Facilities utilised during the year - -
Unused facility - 2,000,000

Total facility - 2,000,000

The Responsible Entity signed a business finance agreement with Westpac Banking Corporation
on behalf of the Fund on 22 June 2008. The limit on the facility is a maximum of $2,000,000 or
20% of the accepted fund value whichever is the lesser. Interest is charged on a variable basis.
The facility was secured by way of a fixed and floating charge over the specific assets of the
Fund. The facility expired on 31 May 2009.

The Responsible Entity (on behalf of the Fund) has subsequently obtained approval from the
Westpac Banking Corporation on 19 August 2009 to extend the $2,000,000 facility. The terms of
the facility as at the date of signing this report is not yet known.

Note 10. Reconciliation of net cash provided by
operating activities to profit and loss

Net profit attributable to unitholders - -

Adjustments for:

Distributions to unit holders 11,655 428
Borrowing expenses 22,097 658

Changes in assets and liabilities

Decrease/(increase) in trade and other receivables 49,758 (106,171)
(Decrease)/increase in trade and other payables (99,280) 120,622
(Decrease)/increase in distributions payable (36,328) 64,026

Adjustments

Increase in distributions payable 2,076 -
Increase in trade and other payables 4,332 (658)
Net cash flows from operating activities (45,690) 78,905

Note 11. Related party transactions
(a) Responsible entity

The Responsible Entity of the Trilogy First Mortgage Income Trust is Trilogy Funds Management
Limited, whose parent company is Trilogy Capital Services Pty Limited.
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Trilogy First Mortgage Income Trust
Notes to the financial statements
For the year ended 30 June 2009

Note 11. Related party transactions (continued)

(b) Details of key management personnel
(i) Directors

The Directors of the Responsible Entity are considered to be key management personnel of the Fund.
The Directors of the Responsible Entity in office during the year and up to the date of the report are:

Mr Rodger Bacon Chairman

Mr John Barry Director

Mr Trevor Gibson Director

Mr David Hogan Director (Resigned 29 July 2008)
Mr Rohan Butcher Director (Appointed 29 July 2008)
Mr Philip Ryan Managing Director

The Directors have been in office for the entire period unless otherwise disclosed.

(ii) Other key management personnel

In addition to the Directors noted above, Trilogy Funds Management Limited, the Responsible Entity
of the Fund is also considered to be a key manager as it has the authority for the strategic direction
and management of the fund.

(iif) Compensation of key management personnel

No amount is paid by the Fund directly to the Directors of the Responsible Entity. Consequently, no
compensation as defined in AASB 124 Related Party Disclosures is paid by the Fund to the Directors
as key management personnel.

Compensation is paid to the Responsible Entity in the form of fees and is disclosed in Note 11(c).
(c) Fees

Trilogy Funds Management Limited provides management, investment accounting and administrative
services to the Trilogy first Mortgage Income Fund. All costs associated with the provision of these
services are paid for by Trilogy Capital Services Pty Limited and its associated entities, and are
conducted on normal commercial terms and conditions.

Transactions between the Fund and the Responsible Entity result from normal dealings with that
company as the Fund’s Responsible Entity. Trilogy Funds Management Limited is an Australian
Financial Services License holder.

The Responsible Entity receives all management fees that have been paid by the Fund during the
year. The fees are paid on a monthly basis. Total amounts paid to the Responsible Entity during the
year are as follows:

2009 2008
Transactions with Investors $ $
- Management fee & other management costs (i) (22,615) (17,395)
- Withdrawal fees (ii) (1,159) (5,030)
- Non-interest bearing loan payments (1,742) -
Transactions with Borrowers
- Application fees (iii) (206,342) (219,228)
- Loan administration fee (iv) (222,237) (164,316)
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Note 11. Related party transactions (continued)
(c) Fees (continued)

As at balance sheet date $1,803 (2008: $2,114) was owed to the Responsible Entity in relation to
management fees & other management costs.

() The fee is calculated at 0.70% p.a. plus other management costs at 0.24% p.a. of the total gross
value of mortgage loans held in the Fund. The Responsible Entity has waived its 0.70% p.a.
proportion of its management fee since September 2008..

(i) Withdrawal fees are calculated on the amount withdrawn, and are only payable when funds have
been invested for a period less than 12 months. The fee is payable by the investor from their
capital, not by the Fund.

(i) The Responsible Entity or a related party to it is entitled to receive a fee (between 0.5% p.a. and
3.0% p.a. of the loan amount) from the borrower on each mortgage investment made by the
Fund.

(iv) The Responsible Entity or a related party to it is entitled to receive a recurring fee (between 0.5%
p.a. and 3.0% p.a. of the loan amount) from borrowers for management and oversight of the loan
for its duration.

(v) Pursuant to the terms of the Product Disclosure Statement, the Responsible Entity or a related
party to it is also entitled to receive the following fees from borrowers:

¢ A performance based fee may be payable by the borrower from the profit derived from the
project (calculated either as a percentage of the profit, or as a percentage of the loan
amount);

¢ A loan extension fee is payable by the borrower where the Responsible Entity agrees to the
borrowers application to extend the loan repayment date (between 0.5% p.a. and 3.0% p.a.
of the loan amount);

e A security release fee is payable ($300 per release) by the borrower where the Responsible
Entity releases any security held either in full or in part over any lot or unit of the borrower.

(d) Expenses

The following expenses were paid by the Responsible Entity on behalf of the Fund which is recovered
via the Other management cost charge. This fee is calculated at 0.24% (plus GST) of the total gross
value of mortgage loans held by the Fund pursuant to the Product Disclosure Statement.

2009 2008

Auditors remuneration $ $
Amounts received or due and receivable by MGI Brisbane Pty Ltd for:

- an audit and review of the financial report of the Fund (17,160) (15,350)

- other services in relation to the Fund

e audit of compliance plan (4,300) (2,900)

e preparation of the income tax return (1,870) (2,130)

(23,330) (20,380)

Compliance expenses (10,791) (804)

Custodian fees (15,000) (15,000)

Filing fees (1,098) (3,043)

(50,219) (39,227)
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Note 11. Related party transactions (continued)

(e) Related party units held

Transactions between the Fund and the Responsible Entity during the year are outlined in Note 11 (c)
& (d) above. Transactions between the Fund and the Responsible Entity’'s employee’s, and other
schemes managed by the Responsible Entity are as follows:

Fair value of unit % Interest Distributions No of No of
holdings held received or units units
receivable from acquired | disposed
related parties during during
the year | the year
2009 2008 | 2009 | 2008 2009 2008 2009 2008
$ $ % % $ $ $ $
PA Ryan
Madlock
Superannuation
Fund 30,300 30,300 | 0.31| 0.29 2,088 1,375 - -
Trilogy
Wholesale first
Mortgage
Income Trust 277,387 -| 2.82 - 2,662 -| 277,387 -

(i) Terms and conditions of transactions with related parties

All related party transactions are made in arms length transactions on normal commercial terms and
conditions. Outstanding balances at year end are unsecured and settlement occurs in cash. There

have been no guarantees provided or received for any related party receivables.

Note 12. Financial risk management objectives and policies

(a) Overview

The Fund's assets principally consist of loans secured by registered first mortgages over real
property and cash investments. It holds these investment assets at the discretion of the
Responsible Entity in accordance with the Fund's Constitution and Product Disclosure Statement.

The allocation of assets between the various types of financial instruments described above is
determined by the Responsible Entity who manages the Fund's portfolio of assets to achieve the
Fund's investment objectives.

The Fund's investing activities expose it to the following risks from its use of financial instruments:
o Market risk

. Interest rate risk
. Credit risk

. Liquidity risk

The nature and extent of the financial instruments employed by the Fund are discussed below.
This note presents information about the Fund's exposure to each of the above risks, the Fund's
objectives, policies and processes for measuring and managing risk.

The Board of Directors of the Responsible Entity has overall responsibility for the establishment
and oversight of the Fund's risk management framework.
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Note 12. Financial risk management objectives and policies

(a) Overview (continued)

The Board is responsible for developing and monitoring the Fund's risk management policies,
including those related to its investment activities. The Responsible Entity's risk management
policies are established to identify and analyse the risks faced by the Fund, including those risks
managed by the Responsible Entity, to set appropriate risk limits and controls, and to monitor risks
and adherence to limits. Risk management policies and systems are reviewed regularly to reflect
changes in market conditions and the Fund'’s activities.

The Board receives regular risk management reports from management. Reports include details
of the controls it has in place to monitor compliance with the Fund’s investment strategy, training
and personnel management standards and procedures, and details of how management develops
and maintains a disciplined and constructive control environment in which its employees
understand their roles and obligations.

The Responsible Entity’s Compliance Committee oversees how management monitors compliance
with the Fund’s risk management policies and procedures and reviews the adequacy of the risk
management framework in relation to the risks faced by the Fund.

(b) Estimation of fair values

The major method and assumptions used in estimating the fair values of financial instruments were
disclosed in Note 2 of the significant accounting policies and assumptions.

The Fund’s unrecognised financial instruments at the year end are disclosed at Note 12(f). The
following methods and assumptions are used to determine the fair value of financial assets and
financial liabilities of the Fund:

Cash and cash equivalents and mortgage loans
The carrying value approximates fair value because of their variable interest rate and the short
term to maturity.

Unitholders funds
Fair value and the carrying value is based on net asset backing prices at balance sheet date
without any deduction for transaction costs.

Trade payables and trade receivables
The carrying value approximates fair value due to their short term to repayment.

Interest bearing loans
The carrying value approximates fair value because of their variable interest rate and for short term
to maturity.

(c) Market risk

Market risk is the risk that changes in market prices, such as interest rates and property values will
affect the Fund's income or the value of its holdings of financial instruments. Market risk embodies
the potential for both loss and gains. The objective of market risk management is to manage and
control market risk exposures within acceptable parameters, while optimising the return on risk.

The Fund's strategy on the management of the market risk is driven by the Fund's investment
objective. The Fund's objective is designed to provide investors with regular income from a pool of
high yielding mortgage loans secured by registered first mortgages over real property.

(d) Interest rate risk

The majority of the Fund's financial assets are interest-bearing. Interest bearing financial assets
and interest bearing financial liabilities are subject to variable interest rates. As a result, the Fund is
subject to limited exposure to fair value interest rate risk due to fluctuations in the prevailing levels
of market interest rates.

The Fund's interest rate risk is managed on a daily basis by management in accordance with
policies and procedures in place.
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Note 12. Financial risk management objectives and policies (continued)

(d) Interest rate risk (continued)

The Fund's effective interest rates of financial assets and liabilities for interest bearing financial

instruments at the balance date, are set out below:

Fixed interest rate

Floating lyearor Overlto Non- Total Weighted
interest less 2 years interest average
rate bearing interest
rate
2008 $ $ $ $ $ %
Financial assets:
Cash and cash 364,639 - - - 364,639 7.03
equivalents
Trade and other
receivables - - - 80,897 80,897 -
Mortgage loans - 10,066,164 - - 10,066,164 8.42
364,639 10,066,164 - 80,897 10,511,700
Financial liabilities:
Trade and other
payables - - - 118,311 118,311 -
Distributions
payable - - - 71,787 71,787 -
Net assets
attributable to
unitholders - - - 10,321,602 10,321,602 -
- - - 10,511,700 10,511,700
2009
Financial assets:
Cash and cash 5,458,118 i i . 5458118 7.42
equivalents
Trad.e and other ) ) ) 31,139 31.139 )
receivables
Mortgage loans - 4,397,464 - - 4,397,464 8.98
5,458,118 4,397,464 - 31,139 9,886,721
Financial liabilities:
Trade and other ) ) ) 19,031 19,031 )
payables
Distributions . ) ) 35.459 35,459 )
payable
Net assets
attributable to
unitholders - - - 9,832,231 9,832,231 -
- - - 9,886,721 9,886,721
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