
The Australian Securities and Investments Commission (ASIC) has issued a set of benchmarks and disclosure 
principles, contained in ASIC Regulatory Guide 45 - Mortgage schemes: Improving disclosure for retail 
investors (RG45), to help investors understand and access unlisted mortgage schemes, such as the Balmain 
(MMT) Mortgage Trust ARSN 107 891 967 and the Balmain (MWMT) Mortgage Trust ARSN 112 662 987.

The Balmain (MWMT) Mortgage Trust gains exposure to mortgage investments through investment in the 
Balmain (MMT) Mortgage Trust. 

Information contained in the benchmarks, including how the Trusts measure against them is set out in  
the Benchmarks Section. Information relevant to the disclosure principles is set out in the Disclosures 
Principles Section.

The information is current as at 31 March 2014 and has been provided to keep you informed and to assist 
you in better understanding the nature of this investment

BENCHMARK & DISCLOSURE PRINCIPLE 1 
LIQUIDITY
Benchmark
The benchmark states that for a pooled mortgage scheme, the responsible entity has cash flow estimates for 
the scheme that

1. demonstrate the scheme’s capacity to meet its expenses, liabilities and other cash flow needs for the next 
12 months;

2. are updated at least every three months and reflect any material changes; and
3. are approved by the directors of the responsible entity at least every three months.

Does the Trust meet the benchmark? If not why not?
The Trust meets the benchmark. The directors of the Responsible Entity approve the cash flow estimates 
every 3 months at least. The Responsible Entity maintains cash flow estimates for the Trust that demonstrate 
the Trust’s capacity to meet its expenses, liabilities and other cash flow needs for the next 12 months, and this 
information is supplied to the Responsible Entity’s Board of Directors at least every 3 months.

Disclosure Principles
1. The Trust continues to write new loans. The Investment Manager and the Responsible Entity are committed 

to achieving returns to investors in line with market conditions and at the same time ensuring there is 
sufficient cash to meet the quarterly redemption obligation. The cash position of the Trust as at  
31 March 2014 was 43.47% of total funds under management or $15,672,832. 

2. The main risk factor that could affect the liquidity of the Trust remains the 
failure of borrowers to repay loans to the Trust and/or to meet contracted 
interest payments or repayments dates. Together with the ability to realise 
loan securities where the Trust is acting as mortgagee in possession and 
working through the sale of security assets.
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BENCHMARK & DISCLOSURE PRINCIPLE 2 
SCHEME BORROWING
Benchmark
The responsible entity in its capacity as responsible entity of the Trust does not have current borrowings and 
does not intend to borrow on behalf of the scheme.

Does the Trust meet the benchmark? If not why not?
The Trust meets the benchmark as it does not have current borrowings and as the Responsible Entity does 
not intend to borrow on behalf of the Trust.

Disclosure Principles
Not applicable as the Trust does not have any borrowings and the Responsible Entity does not have an 
intention to borrow on behalf of the Trust going forward. 



BENCHMARK & DISCLOSURE PRINCIPLE 3 
LOAN PORTFOLIO AND DIVERSIFICATION
Benchmark
For a pooled mortgage scheme:

a) the scheme holds a portfolio of assets diversified by size, borrower, class of borrower activity and 
geographic region;

b)  the scheme has no single asset in the scheme portfolio that exceeds 5% of the total scheme assets;
c)  the scheme has no single borrower who exceeds 5% of the scheme assets; and
d)  all loans made by the scheme are secured by first mortgages over real property (including registered 

leasehold title).

Note: The Balmain (MMT) Mortgage Trust invests directly in mortgages and in the Balmain Discrete 
Mortgage Income Trusts ARSN 155 909 176 (BDMIT) via investments in sub-trusts of BDMIT. The portfolio 
information disclosed below is the percentage of the dollar value of the underlying portfolio of the Balmain 
(MMT) Mortgage Trust and the percentage exposure it has to the sub-trusts. The total number of loans 
the Trust invests in, as disclosed in the loan portfolio information below, includes the individual sub-trust 
investments in BDMIT. As the Trust co-invests with other investors in BDMIT, it should be noted that the Trust 
may not have 100% of units in the sub-trust and may only have exposure to part of a loan.

Does the Trust meet the benchmark? If not why not?
The Trust does not meet the benchmark because:

1. The Trust has single assets in the portfolio that exceed 5% of the total Trust assets;
2. The Trust has single borrowers that exceed 5% of the total Trust assets;

It should be noted, however, that all of the loans made by the Trust are secured by first ranking mortgages 
over real property and therefore the Trust meets part d above of the benchmark.

These benchmarks are not satisfied primarily as a result of the Trust’s assets being gradually wound down, 
which results in current loans representing a larger portion of the loan book than they did at the time the 
loans were granted and at which point the Trust did not have single assets that exceeded 5% of the Trust’s 
loan book.

Disclosure principle
Balmain (MMT) Mortgage Trust Portfolio Information as at 31 March 2014

Loan Portfolio Status

Number of loans 19

Weighted average loan to value ratio 95.70%

Largest loan size   $6,142,845  

Undrawn loan commitments $0

1. Loans by class of activity

CLASS OF ACTIVITY

Residential Commercial Industrial Retail
Specialised 

property Land / DA Mixed use Other

No. of Loans 4 10 2 1 0 1 0 1

% of MUM 50.92% 36.59% 3.68% 0.86% 0.00% 5.49% 0.00% 2.46%

Exposure ($) $11,384,821 $8,180,087 $823,000 $192,000 $0 $1,226,962 $0 $550,500

class of activity



2. Loans by geographic region

GEOGRAPHIC DIVERSIFICATION

NSW VIC QLD WA SA Other

No. of Loans 10 4 3 2 0 0

% of MUM 76.58% 10.91% 8.67% 3.84% 0.00% 0.00%

Exposure ($) $17,121,835 $2,439,310 $1,937,807 $858,419 $0 $0

3. The proportion of loans that are in default or arrears for more than 30 days; (A responsible entity should 
disclose, by number and value, the proportion of loans that are in both default and arrears if these terms 
have different meanings in the Trust’s lending policy.)

 The Trust has a well-developed arrears recovery policy to ensure that defaulting loans are either brought 
back into order by the borrower at the earliest possible time, or the property used as security for the loan 
is ultimately sold by us as mortgagee. 

 We commence formal recovery action once a borrower has defaulted on two monthly interest payments. 
This action continues until we gain possession of any property used as security for a loan, or until the 
borrower rectifies the arrears on the loan. 

 If at any time we determine that there will not be full recovery on any defaulting loan we cease the 
accrual of income on that loan and subsequent payment in the distribution (of course the interest 
and penalties continue to accrue to the borrowers loan account). If we determine that the principal 
outstanding is at risk of not being recovered in part or full we make a provision for a bad and doubtful 
debt in the accounts of the Trust.

 In recovery situations we may on occasion undertake capital improvements to property used as 
security where we believe the expenditure will enhance its saleability. We may also consider re-zoning 
applications or other value add activities to improve the saleability of a property. As well, we may defer 
the sale of a property if we believe the return to investors would be greater by selling the property at a 
later date.

LOANS IN ARREARS (INTEREST OUTSTANDING 0 - 28 DAYS)

No. of Loans % of MUM Value ($)

0 0% $0

LOANS IN DEFAULT

Monetary (interest outstanding >28 days)

No. of Loans % of MUM Value ($)

29-60 days 0 0% $0

61-90 days 0 0% $0

90+ days 7 57.91% $12,947,487

Total 7 57.91% $12,947,487

4. The nature of the security for loans made by the Trust (e.g. first or second ranking);
• All loans in the Trust are first ranking.

5. Loans that have been approved but have funds that have yet to be advanced
• No undrawn loan commitments 

geographic 
diversi�cation



6. The maturity profile of all loans in increments of not more than 12 months;

MATURITY PROFILE

< 0.5 year 0.5 - 1 year 1 - 2 years

No. of Loans 12 1 6

% of MUM 69.77% 0.86% 29.37%

Exposure ($) $15,599,471 $192,000 $6,565,899

7. Loan-to-valuation ratios for loans, in percentage ranges;

LVR PROFILE

<40.01%
40.01%-
50.00%

50.01%-
60.00%

60.01%-
70.00%

70.01%-
80.00%

80.01%-
90.00% >90.00%

No. of Loans 5 0 2 4 4 1 3

% of MUM 5.59% 0.00% 17.15% 9.37% 15.28% 1.48% 51.14%

Exposure ($) $1,248,907 $0 $3,833,589 $2,094,569 $3,415,878 $330,565 $11,433,862

8. Interest rates on loans, in percentage ranges;

INTEREST RATE PROFILE

No. of Loans % of MUM Exposure ($)

0.00%-5.99% 4 20.21% $4,518,027

6.00%-6.49% 0 0.00% $0

6.50%-6.99% 1 2.68% $598,500

7.00%-7.49% 1 1.71% $383,000

7.50%-7.99% 6 22.84% $5,105,589

8.00%-8.49% 0 0.00% $0

8.50%-8.99% 1 4.54% $1,014,569

9.00%-9.49% 0 0.00% $0

9.50%-9.99% 1 5.49% $1,226,962

10.00%-10.49% 1 2.46% $550,500

10.50%-10.99% 1 2.54% $568,741

11.00%-11.49% 0 0.00% $0

11.50%-11.99% 0 0.00% $0

12.00%-12.49% 2 31.27% $6,990,201

12.50%-12.99% 0 0.00% $0

13.00%-13.49% 1 6.27% $1,401,281

TOTAL 19 100.00% $22,357,370

9. Loans where interest has been capitalised;
• There are no loans with capitalising interest.

Maturity pro�le

LVR Pro�le



10. The proportion of the total loan money that has been lent to the largest borrower and the 10 largest 
borrowers;

BORROWER PROFILE

% of Portfolio (by value) Loan Amount

Top 10 Borrowers 88.10%   $19,697,898  

Largest Borrower 27.48%   $6,142,845  

11. The percentage of loans (by value) that are secured by second-ranking mortgages;
• 0%

12. The Trust’s use of derivatives
• The Trust does not use derivatives. 

13. A clear description of the non-mortgage assets of the Trust, including the value of such assets; and

TRUST ASSET ALLOCATION

Cash & Liquid Assets Provision for loss Mortgages BDMIT1

No. of Loans 0 0 12 7

% of FUM 43.47% -5.48% 43.18% 18.83%

Exposure ($) $15,672,832 -$1,975,803 $15,567,471 $6,789,899

BDMIT1

Walker Street Sub Trust $224,000

Hermitage Road Sub Trust $550,500

Floriston Road Sub Trust $568,741

Lygon Street Sub Trust $1,014,569

Welsby Parade Sub Trust $598,500

Polo Avenue No2 Sub Trust $1,932,589

Glen Street Sub Trust $1,901,000

1 The Trust invests in Balmain Discrete Mortgage Income Trusts ARSN 155 909 176 (BDMIT) via investments in non-voting, Class ‘B’ units of sub-
trusts listed in the above table.

14. The Responsible Entity will only invest in other managed investment schemes, such as the sub-trusts of 
BDMIT, if they meet the relevant investment criteria of the Trust and have been approved by the Credit 
Committee. The sub-trusts of BDMIT do not meet Benchmarks or Disclosure Principle 3 or 8 because 
they are individual loans rather than a pooled portfolio of loans. All other Benchmarks and Disclosure 
Principles are required to be met for investments in other registered managed investment schemes, 
including the sub-trusts of BDMIT.

15. The Trust’s diversification policy and how the assets correlate with that policy;
 The assets of the Trust do not correlate with the diversification policy as stated in the original offer as the 

Trust closed to new investments, has a compulsory quarterly redemption policy in place for the return of 
capital to Unitholders and, as at 1/02/2013, completed the full redemption of approximately $32 million 
to all FT36 series Unitholders. The above factors have meant that the portfolio has decreased in size and 
has been precluded from any substantial new mortgage lending.

Trust Asset 
Allocation



BENCHMARK & DISCLOSURE PRINCIPLE 4 
RELATED PARTY TRANSACTIONS
Benchmark
The responsible entity does not lend to related parties of the responsible entity or to the scheme’s 
investment manager.

Does the Trust meet the benchmark? If not why not?
The Trust meets the benchmark.

Disclosure principle
The Balmain (MMT) Mortgage Trust does not lend to related parties, nor borrow from them, and it is the 
intention of Responsible Entity not to undertake related party transactions in the future. Were a circumstance 
to arise where this were to occur, the arrangements would be subject to the conditions of related party 
transactions set out by Balmain Fund Administration Limited in their Related Party policy. This policy is 
available on request.

The Trust pays a management fee of 1.5% of the Net Asset Value to the Responsible Entity. No other 
amounts are paid to the Responsible Entity, or any related party of the RE by the Fund. The RE applies this 
fee to pay the operating costs of the Trust, including payments to related parties of the RE. 

The RE has appointed the Investment Manager, Balmain Funds Management Pty Ltd to manage the Trust. 
The Investment Manager is paid by the RE from the management fee paid by the Trust. 

Mortgages may also be originated by, and mortgage broking services may be provided to borrowers 
by, related parties including Balmain Corporation. Balmain Corporation may receive an up-front fee from 
borrowers when a new loan is advanced to that borrower, or rolled-over by the Trust. The size of the fee 
varies from loan to loan but is typically within the range of 0.25% to 1.0% of the size of the loan and up to 
50% of this fee may be shared with Investment Manager. This fee is paid by the borrower and is not paid by 
the Trust.

All related party arrangements are undertaken on arm’s length commercial terms and present no additional 
risks to the Trust as a result. As these appointments were made on commercial terms and at an arms length 
basis, investor approval is not required.

There are policies and procedures in place for the managing of actual or perceived conflicts of interest 
as a result of related party transactions. All related party transactions between entities relating to the Trust 
are reviewed by the both the independent compliance committee and the Responsible Entity’s Board of 
directors on a regular basis and the resultant decisions are documented. The Balmain Group has a Code 
of Conduct which is issued to all employees when they commence employment and adherence to is a 
condition of continued employment.



BENCHMARK & DISCLOSURE PRINCIPLE 5 
VALUATION POLICY
Benchmark
In relation to valuations for the scheme’s mortgage assets and their security property, the board of the 
responsible entity requires:

a) a valuer to be a member of an appropriate professional body in the jurisdiction in which the relevant 
property is located;

b) a valuer to be independent;
c) procedures to be followed for dealing with any conflict of interest;
d) the rotation and diversity of valuers;
e)  in relation to security property for a loan, an independent valuation to be obtained:

a. before the issue of a loan and on renewal:
i. for development property, on both an ‘as is’ and ‘as if complete’ basis; and
ii. for all other property, on an ‘as is’ basis; and
iii. within two months after the directors form a view that there is a likelihood that a decrease in the 

value of security property may have caused a material breach of a loan covenant.

Does the Trust meet the benchmark? If not why not?
The Trust meets the benchmark.

Disclosure principle
1. The Trust’s valuation policy is available by request to the Investment Manager or the Responsible Entity. 
2. In the loan approval process, the Investment Manager and the Responsible Entity values income 

producing properties on a capitalisation of income basis, and values development properties on both an 
“as is” and “as if complete” basis. Valuations are generally only obtained for properties once throughout 
the lifetime of a loan with a 3 year revaluation clause in place, or as needed should the Investment 
Manager believe there have been significant changes to either the value of the property or to the 
circumstances of the loan. 

3. The Investment Manager uses a set panel of qualified valuers who undertake valuations on its behalf, 
with no individual valuer undertaking more than one third of the valuations of the portfolio based on the 
total number of loans. 

4. Each individual valuer cannot value a single property more than twice in a row.



BENCHMARK & DISCLOSURE PRINCIPLE 6 
LENDING PRINCIPLES - LOAN-TO-VALUATION RATIOS
Benchmark
a) where the loan relates to property development—funds are provided to the borrower in stages based on 

independent evidence of the progress of the development;
b) where the loan relates to property development—the scheme does not lend more than 70% on the basis 

of the latest ‘as if complete’ valuation of property over which security is provided; and
c) In all other cases the scheme does not lend more than 80% on the basis of the latest market valuation of 

property over which security is provided.

Does the Trust meet the benchmark? If not why not?
The Trust does not meet the benchmark because although the Trust leant within the benchmarks as listed 
above, four properties have had the underlying security re-valued downward and this has resulted in the 
Loan to Value Ratios of these loans becoming greater than 70%. Investors should note that these loans have 
previously been provisioned.

Disclosure Principle
Please refer to Benchmark 3 – Disclosure Principles above for details on the Loan to Value Ratios breakdown 
of the Trust’s assets. 

1. From time to time, the LVR’s of individual loans may be higher than those outlined above. This will 
generally only occur in the instances of arrears or defaults on individual loans where the manager elects 
to increase the exposure to a higher level as the most efficient method of managing and exiting the loan.

2. There are four loans in the Trust where the underlying security has been re-valued downward and which 
has resulted in the Loan to Value Ratio becoming equal to or greater than 70%.



BENCHMARK & DISCLOSURE PRINCIPLE 7 
DISTRIBUTION PRACTICES
Benchmark
The responsible entity will not pay current distributions from scheme borrowings.

Does the Trust meet the benchmark? If not why not?
The Trust meets the benchmark.

Disclosure principle
1. The Responsible Entity does not pay current distributions from Trust borrowings.
2. All income generated by the Balmain (MMT) Mortgage Trust is derived from the interest paid by 

borrowers to the Trust and/or from funds invested with financial institutions, or the return from “cash” 
and similarly liquid investments. It is the income generated from these investments which is used to fund 
distributions paid to unitholders. 

3. The Responsible Entity intends to make monthly distributions paid in arrears, until the date the Trust is 
terminated. 

4. The Trust does not promote a particular return of distribution estimate on investment

Distribution Risk Change Risk Sensitivity Analysis

Interest rate change Changes in interest rates for mortgages 
and for term deposits with banks, credit 
unions and building societies;

A negative change in the underlying 
cash or mortgage interest rate will 
have a negative impact on the Trusts 
distribution. The impact is dependent on 
the scale of the rate change.

Asset allocation risk Changes in the proportion of the assets 
of the Fund invested in mortgage loans 
while the fund is being wound down, 
less return received from the Trust cash 
deposits as compared to returns from the 
Trusts mortgages

The Investment Manager has previously 
highlighted to investors that as the 
Trust builds up cash in preparation for 
the return of capital to investors, the 
distributions will reflect rate of lower 
return for cash rather compared to 
the higher rate of return received for 
mortgages

Borrower risk A borrower fails to meet payment 
obligations or otherwise meet the 
terms of the Loan or has other financial 
difficulties.

This would have an immediate impact 
on the Trust’s returns. While every effort 
is made by the Investment Manager 
to pre-vet the credit worthiness of the 
borrower prior to the loan being offered, 
it is beyond the Managers control if the 
borrower defaults on the loan.

Taxation risk Changes in tax laws affecting the Trust, 
could result in lower returns than 
anticipated.

The sensitivity analysis is unable to be 
quantified since it is dependent on 
legislation and regulatory policy and 
therefore the Investment Manager is 
unable to determine the impact on the 
Trust until the tax change is announced.

Enforcement risk Where the Trust takes enforcement action 
in respect of a defaulting Loan, the costs 
incurred by the Trust in doing so could 
be substantial and significantly erode any 
monies recovered from the Borrower.

The risk is subject to the total cost of the 
enforcement action taken and also the 
time taken to complete the enforcement 
and therefore is difficult to determine.



BENCHMARK & DISCLOSURE PRINCIPLE 8 
WITHDRAWAL ARRANGEMENTS
Benchmark
For non-liquid schemes, the responsible entity intends to make withdrawal offers to investors at least 
quarterly.

Does the Trust meet the benchmark? If not why not?
The Trust does meet the benchmark because the Trust is currently non-liquid and does not make withdrawal 
offers to Investors on a quarterly basis. But the Trust does have a quarterly compulsory redemption to all 
unitholders. 

Disclosure principles
1. While the Trust is not liquid, a unitholder may withdraw from the Trust in accordance with the terms 

of any current withdrawal offer made by the Responsible Entity in accordance with the provisions of 
the Corporations Act regulating offers of that kind. Currently there is no withdrawal offer open for 
acceptance by unitholders, and therefore a unitholder has no right to withdraw from the Trust.

2. Although the Responsible Entity has withdrawn all withdrawal offers there is however a quarterly 
Compulsory Redemption cycle in place, whereby the Responsible Entity intends to return 4% of a 
unitholder’s holdings based on the unitholder’s holding as at 15 February 2010.

3. If the Responsible Entity considers that there are not sufficient liquid assets, or if it would not otherwise 
be in the best interests of unitholders, the Responsible Entity may scale back, defer or suspend Capital 
Repayments at any time. The Responsible Entity expects that a full redemption of units will be completed 
by approximately June 2016, however the Responsible Entity may delay the compulsory redemptions if 
there are insufficient liquid assets.

4. The Responsible Entity will keep all unitholders informed if there are any material changes to the 
compulsory redemption cycle currently in place.

5. The redemption price of each unit is set ,as per the constitution of the Trust, at $1.00. An additional 
amount may be deducted from a redemption amount if the accrued income of the Trust is negative, 
which is referred to as ‘Negative Accumulated Income Entitlement’ in the constitution of the Trust. 
A Negative Accumulated Income Entitlement could occur when a provision for non-recovery of 
mortgage assets is raised at Redemption or Distribution date which is greater than the Accumulated 
Income Entitlement. When a Negative Accumulated Income Entitlement occurs the Manager, on the 
Redemption/Distribution date, redeems the relevant number of units held by each unitholder, pari passu, 
so as to maintain a $1 unit price.



BALMAIN FUNDS
Level 14, 60 Castlereagh Street,  
Sydney NSW 2000
Tel: 02 9232 8888 
Fax: 02 9232 8588

Free: 1800 225 624 (AUS) 
Free: 0508 225 624 (NZ)
www.balmain.com.au

Disclaimer: The information provided in this report is provided by Balmain Fund 
Administration Limited ABN 98 134 526 604, AFS License 333213 (BFAL) in its capacity as 
responsible entity of the Balmain (MMT) Mortgage Trust, ARSN 107 891 967, and the Balmain 
(MWMT) Mortgage Trust ARSN 112 662 987(collectively the Trusts) and by Balmain Funds 
Management Pty Ltd in its capacity as investment manager of the Trusts.
The information contained in this report is of a general nature and does not constitute 
financial product advice. This report has been prepared without taking account of any 
person’s objectives, financial situation or needs. Because of that, each person should, before 
acting on this report, consider its appropriateness, having regard to their own objectives, 
financial situation and needs. 
Each person should obtain a copy of the Product Disclosure Statement (PDS) relating to 
the Trusts and consider that PDS before making any decision about the product. A copy of 
the PDS may be obtained from Balmain Funds Management Pty Limited or Balmain Fund 
Administration Limited by contacting our investor relations personnel on 1800 225 624, by 
visiting our website www.balmain.com.au or from a financial planner. If interests in the Trusts 
are acquired, Balmain Funds Management Pty Limited and Balmain Fund Administration 
Limited may receive fees and other benefits, which are disclosed in the PDS for the product. 
We, and our employees, do not receive any specific commission or remuneration for any 
advice provided to you.
The information contained in this report has been prepared by Balmain Funds Management 
Pty Limited. The information is current as at the date of this report and is subject to change 
without notice. Past performance is not an indicator of future performance. 
This update contains certain forward looking statements. The words ‘likely’, ‘anticipated’, 
‘expected’, ‘projections’, ‘forecast’, ‘estimates’, ‘could’, ‘may’, ‘target’, ‘consider’ and ‘will’ and 
other similar expressions are intended to identify forward looking statements. Forward 
looking statements, opinions and estimates provided in this update are based on assumptions 
and contingencies which are subject to change without notice, as are statements about 
market and industry trends, which are based on interpretations of current market conditions. 
Forward looking statements including projections, indications or guidance on future earnings 
or financial position and estimates are provided as a general guide only and should not be 
relied upon as an indication or guarantee of future performance. There can be no assurance 
that actual outcomes will not differ materially from these statements. To the full extent 
permitted by law, Balmain Fund Administration Limited and Balmain Funds Management Pty 
Limited and its directors, officers, employees, advisers, agents and intermediaries disclaim 
any obligation or undertaking to release any updates or revisions to the information to reflect 
any change in expectations or assumptions.
Investment in the Trusts is subject to investment risk, including possible delays in payment 
and loss of income and principal invested. Neither Balmain Funds Management Pty Limited 
nor Balmain Fund Administration Limited nor their respective associates, officers, related 
entities or directors guarantee the performance of the Trusts or the repayment of monies 
invested.
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