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ASIC BENCHMARKS

BENCHMARKS FOR UNLISTED MORTGAGE SCHEMES

DEVELOPED BY ASIC

ASIC has developed eight benchmarks and

eight disclosure principles for unlisted mortgage
schemes to help retail investors understand the
risks, assess the rewards being offered and decide
whether such investments are suitable for them.

ASIC considers that the requirement to provide
retail investors in unlisted mortgage schemes with
the information they need to make an informed
investment decision requires, at a minimum,
disclosure against the benchmarks and the
provision of the information in the disclosure
principles.

ASIC requires disclosure to be made on the basis
that a benchmark is either “met” or “not met”. If a
benchmark is not fully met then the benchmark is
to be regarded as “not met” (rather than partially
met) and an explanation should be included as to
why it is not met.

ASIC expects unlisted mortgage schemes to:

a. disclose whether the benchmarks (as
applicable) are met and, if not met, provide an
explanation on an “if not, why not” basis; and

b. disclose information in accordance with the
disclosure principles.

ASIC has explained that disclosing against the
benchmarks on an “if not, why not” basis means
providing a clear statement that the scheme
either:

a. meets the benchmark; or

b. does not meet the benchmark and providing
an explanation of how and why the responsible
entity of the scheme deals with the business
factors or issues underlying the benchmark in
another way.

Itis ASIC's view that failing to meet one or

more of the benchmarks does not mean that a
particular mortgage scheme is necessarily a poor
investment. ASIC'’s view is that if a benchmark is
not met then additional disclosure to investors is
needed to address the benchmark on an “if not,
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why not” basis so that investors can assess the
impact of failure to meet that benchmark on their
investment decision.

The benchmarks are summarised below and on
pages 6 to 9 there is a table that sets out whether
or not the benchmarks are met by the Murdoch
Clarke Mortgage Fund.

BENCHMARK 1: LIQUIDITY

This benchmark addresses the following
guestion:

Does the mortgage scheme have enough cash
and liquid assets to meet its financial obligations
to investors and all other parties?

“Liquidity” means a mortgage scheme’s ability to
meet its short-term cash needs. This benchmark
applies only to unlisted pooled mortgage
schemes.

To meet this benchmark the responsible entity of
the unlisted mortgage scheme must have cash
flow estimates for the scheme that:

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

b. are updated at least every three months and
reflect any material changes; and

c. are approved by the directors of the responsible
entity at least every three months.

BENCHMARK 2: SCHEME BORROWING
This benchmark addresses the following question:

Does the mortgage scheme have any current
borrowings or any intention to borrow?

To meet this benchmark the responsible entity
of the mortgage scheme must not have current
borrowings and must not intend to borrow on
behalf of the scheme.
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ASIC BENCHMARKS

BENCHMARK 3: LOAN PORTFOLIO AND
DIVERSIFICATION

This benchmark addresses the following question:

Does the mortgage scheme manage risk by
spreading the money it lends and invests between
different loans, borrowers and investments?

To meet this benchmark:

a. the scheme must hold a portfolio of assets
diversifed by size, borrower, class of borrower,
activity and geographic region;

b. the scheme must have no single asset in the
scheme portfolio that exceeds 5% of the total
scheme assets;

c. the scheme must have no single borrower who
exceeds 5% of the scheme assets; and

d. all loans made by the scheme must be secured
by frst mortgages over real property (including
registered leasehold title).

BENCHMARK 4: RELATED PARTY
TRANSACTIONS

This benchmark addresses the following question:

Do any of the mortgage scheme’s transactions
involve parties that have a close relationship with
the responsible entity of the scheme?

To meet this benchmark the responsible entity
must not lend to related parties of the responsible
entity or to the scheme’s investment manager.

BENCHMARK 5: VALUATION POLICY
This benchmark addresses the following question:

How are the mortgage scheme’s underlying
assets valued?

To meet this benchmark the board of the
responsible entity of an unlisted mortgage
scheme must require the following in relation to
valuations for the scheme’s mortgage assets and
their security property:

a. avaluer to be a member of an appropriate
professional body in the jurisdiction in which
the relevant property is located;
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b. avaluer to be independent;

c. procedures to be followed for dealing with any
conflict of interest;

d. the rotation and diversity of valuers;

e. inrelation to security property for a loan, an
independent valuation to be obtained:

i. before the issue of a loan and on renewal:

A. for development property, on both an “as
is” and “as if complete” basis; and

B. for all other property, on an “as is” basis; and

il. 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.

BENCHMARK 6: LENDING PRINCIPLES - LOAN-
TO-VALUATION RATIOS

This benchmark addresses the following
questions:

How does the value of loans made by the
mortgage scheme compare with the value of
assets used for loan security?

Is this proportion too high?

If a scheme directly holds mortgage assets then
to meet this benchmark:

a. where the loan relates to property development
- funds must be 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.
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ASIC BENCHMARKS

BENCHMARK 7: DISTRIBUTION PRACTICES b. the responsible entity will pay withdrawal

This benchmark addresses the following question: requests within the period allowed for in the
constitution; and
Are current distributions from the mortgage

scheme paid from borrowings? c. the responsible entity only permits members to
withdraw at any time on request if at least 80%

To meet this benchmark the responsible entity (by value) of the scheme property is:

of an unlisted mortgage scheme must not pay

current distributions from scheme borrowings. I. money in an account or on deposit with
a bank and is available for withdrawal
BENCHMARK 8: WITHDRAWAL ARRANGEMENTS immediately, or otherwise on expiry of a

Txed term not exceeding 90 days, during the

This benchmark addresses the following question: normal business hours of the bank: or

Can you withdraw from the mortgage scheme and

how long will it take to get your money back? il. assets that the responsible entity can

reasonably expect to realise for market value

If the scheme is a liquid scheme for the purposes within 10 business days.
of the Corporations Act then to meet this
benchmark: If the scheme is a non-liquid scheme for the
purposes of the Corporations Act then to meet
a. the maximum period allowed for in the this benchmark the responsible entity of the
constitution of the scheme for the payment of scheme must intend to make withdrawal offers to
withdrawal requests is 90 days or less; investors at least quarterly.
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MEETING THE BENCHMARKS

BENCHMARK

STATEMENT

EXPLANATION

REFERENCE

Benchmark 4: Related party transactions

The responsible entity does not lend to
related parties of the responsible entity or to
the scheme’s investment manager.

The benchmark is
not met

The Lending Policy of the
responsible entity does not
prohibit loans to related
parties. An application for
aloan from the Fund by a
related party is subject to the
same assessment process as
a loan application from any
other potential borrower.

If an application for a loan by
arelated party is approved
then the responsible entity
will request the Fund's
Compliance Plan Auditor to
confrm that the loan is in
accordance with the Fund's
lending policy before the loan
is advanced

For additional
disclosure on this
benchmark see page
18 of this Benchmark
Disclosure Document

Benchmark 5: Valuation policy

In relation to valuations for the scheme’s
mortgage assets and their security property,
the board of the responsible entity requires:

(@) 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:

(i) before the issue of a loan and on
renewal;

(A) for development property,
on both an “as is” and “as if
complete” basis; and

(B) for all other property, on an
“as is” basis; and

(ii) 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.

The benchmark is
not met

The benchmark is not met
to the extent that there are
circumstances in which the
government capital valuation
of security property is used
rather than the security
property being valued by an
independent valuer.

For additional
disclosure on this
benchmark see
pages 18 to 19 of
this Benchmark
Disclosure
Document
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MEETING THE BENCHMARKS

BENCHMARK

STATEMENT

EXPLANATION REFERENCE

Benchmark 6: Lending principles -
Loan-to-valuation ratios

If the scheme directly holds mortgage
assets:

(@) 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.

The benchmark is
not met

Elements (b) and (c) of the
benchmark are met.

For additional
disclosure on this
benchmark see pages
19 to 21 of this
Benchmark
Disclosure Document.

Element (a) of the benchmark
is not met.

If the Fund is relying for
security purposes on
increases in the value of the
land being developed as the
development progresses then
funds are provided to the
borrower in stages based on
independent evidence of the
progress of the development.
If the Fund is not relying

for security purposes on

the value of the land being
developed increasing as the
development progresses (i.e.
the “as is” valuation of the
property offered as security
for the loan is suffcient for
the full amount of the loan
not to exceed the maximum
loan to valuation ratio) then
funds are not provided to the
borrower in stages based on
independent evidence of the
progress of the development
unless the Responsible
Entity determines that it

is appropriate in all of the
circumstances to provide
funds on that basis.

Benchmark 7 - Distribution practices

The responsible entity will not pay current
distributions from scheme borrowings.

The benchmark
is met

Not applicable For additional

disclosure on this
benchmark see pages
22 and 23 of this
Benchmark
Disclosure Document.
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MEETING THE BENCHMARKS

BENCHMARK STATEMENT EXPLANATION REFERENCE

Benchmark 8: Withdrawal arrangements

Liquid schemes

For liquid schemes: The benchmark is Elements (a) and (b) of the For additional
not met benchmark are met. disclosure on this
(@) the maximum period allowed for in benchmark see page
the constitution for the payment of Element (c) of the benchmark /" <. p o chmark
withdrawal requests is 90 days or less; is not met. Disclosure Document.
(b) the responsible entity will pay withdrawal The responsible entity
requests within the period allowed for in facilitates members
the constitution; and withdrawing at any time on
request by maintaining a
(c) the responsible entity only permits liquidity percentage of at
members to withdraw at any time on least 20% (i.e. the percentage
request if at least 80% (by value) of the of the value of assets of the
scheme property is: scheme held in accounts or

terms deposits with banks,

(i) money in an account or on deposit credit unions and/or building

with a bank and is available for

! ) ¢ ) societies).
withdrawal immediately, or otherwise
on expiry of a fxed term not
exceeding 90 days, during the normal
business hours of the bank; or
(ii) assets that the responsible entity
can reasonably expect to realise for
market value within 10 business days.
Non-liquid schemes Not applicable
For non-liquid schemes the responsible
entity intends to make withdrawal offers to
investors at least quarterly.
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BENCHMARK DISCLOSURE

HOW THIS BENCHMARK
DISCLOSURE DOCUMENT

WILL BE UPDATED

Murdoch Clarke Mortgage Management Limited
intends to keep investors informed about the

Fund's performance against the Benchmarks and

any material changes in the following ways:

regularly updating this Benchmark Disclosure
Document for material changes that Murdoch
Clarke Mortgage Management Limited
becomes aware of in the ordinary course of
management of the Fund and making the
updated Benchmark Disclosure Document
available to investors on the Fund's website;

reporting on the Fund's performance against
the Benchmarks and updating this Benchmark
Disclosure Document at least every six
months by making the Benchmark Disclosure
Document available to investors on the Fund's
website; and

if there is any material adverse change in the
Fund's performance against the Benchmarks
then, in accordance with its obligations

under the Corporations Act, Murdoch Clarke
Mortgage Management Limited will issue
either a new Product Disclosure Statement
or a supplementary Benchmark Disclosure
Document and will give written notice to existing
investors of the material adverse change as
soon as practicable after the material change
occurs and in any event within three months.

Investors have the option of receiving an email alert

when any such information is updated on the Fund's
website. If you would like to receive such an email

alert then please contact the Fund's Manager.
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