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A message from the Chairman

On behalf of the Directors of Australian Unity Funds
Management Limited, | am pleased to present the
Annual Report to 30 June 2010 for the Australian Unity
Wholesale Mortgage Income Trust.

As an investor in the Trust, you will no doubt be aware
that the past two years have been difficult for the
mortgage fund sector. Despite this, we are pleased to
report that the Trust has continued to provide you with
three core benefits:

1. Your capital has remained secure. The Trust’s unit
price has remained unchanged at, or near $1.00.

2. Monthly income distributions have been consistent
and have risen during 2010.

3. You have still been able to access a portion of
capital on a regular basis.

Understandably, the inability to withdraw funds during
the last two years has been a source of frustration for
some investors. However, conditions for well-managed,
conservative funds have been gradually improving
throughout 2010.

In a sign of this gradual change, in December 2009 we
increased our withdrawal facility to 2% per month.
Further, in August 2010, we raised the monthly
withdrawal facility to 3% per month.

A strategy of conservative management

Investment performance steadily improved during the
year. This was a result of variable rate loan mortgages
(71.5% of the Trust's mortgage allocation) benefiting
from progressive interest rate rises during the year, as
well extensions granted to a limited number of loans at
higher credit margins.

Our lending teams remain in place in Melbourne,
Sydney and Brisbane ensuring sound management of
our existing mortgage portfolios. The key focus is two-
fold; management of the existing mortgage book and
managing down the current loan accounts in arrears.

As at 30 June, there were five accounts more than 30
days in arrears, representing 1.42% of funds under
management. To maintain investors’ capital, our
approach is to evaluate the immediate sale of the
secured property or to lease the property until market
conditions become more favourable.

Looking ahead

At the conclusion of the 2009/10 financial year, we
believe financial markets are showing signs of gradual
improvement. This, combined with the winding back of
the Government’s bank guarantee, means investors
may look forward to more predictability from their
mortgage investments.

Looking even further ahead, and assuming that
conditions continue to improve, we eagerly await the
point in time when the Trust can recommence its
traditional lending activities. This would potentially
enable it to capitalise on the significant opportunity
available for lending services, where current demand
continues to outweigh the funds available.

Nonetheless, our current priorities continue to be the
careful management of loans that are in arrears and an
ongoing focus on increasing liquidity to investors
wherever possible.

Australian Unity believes that mortgage funds have a
strong future, and that they will continue to meet the
needs of investors requiring regular income.

Thank you for investing with Australian Unity
Investments.

To stay up-to-date with information about your
investment, | encourage you to visit our website —
australianunityinvestments.com.au — or speak with a
member of our Investors Services team by calling
13 29 39.

Yours sincerely

Cuﬂv’ [

o~

/Ldf.,_{m_

Alan Castleman

Chairman



Australian Unity Wholesale Mortgage Income Trust
For the reporting period ended 30 June 2010

Your investment — Wholesale Mortgage Income Trust at 30 June 2010

Investment objective
The Australian Unity Wholesale Mortgage Income Trust aims to provide investors with regular income distributions
together with a high level of capital stability.

Investment strategy
The Trust primarily invests in loans secured by registered first mortgages over retail, commercial, investment residential
and industrial property.

Investment performance to 30 June 2010

Since
0, 0 0,
1year % 3 years % 5years % 7 years % inception %
p.a. p.a. p.a. 1
p.a.
Wholesale Mortgage Income Trust 4.97 6.04 6.15 6.12 6.11
Benchmark (UBSA Bank Bill Index) 3.89 5.56 5.77 5.69 5.63
Returns are calculated after fees and expenses (excluding any entry fees) and assume the reinvestment of distributions.
Past performance is not a reliable indicator of future performance.
* Inception date for performance calculations is 31 December 2002.
Successful and active management in action Quick stats
At 30 June there were 202 mortgagors within the Mortgage Income )
Trust representing 241 loan accounts. Five loan accounts were in Inception date 7 November 2002
arrears by greater than 30 days, representing 1.42% of net asset value.
Four of the five loan accounts in arrears have reached default and we Trust size (net
. ) . $482.01m
have taken possession of the security properties. asset value)
When the Trust takes possession of a property there are two options to chome . Monthly
maintain investor’s capital. Firstly, we can recoup the loan amount by distributions

selling the property. Alternatively, we can find a tenant for the property
and lease it.

Strength through diversification

Having an appropriate diversification has been one of the primary reasons the Wholesale Mortgage Income Trust has
been able to successfully navigate the volatility of the global financial crisis.

Diverse by design

Geography Sector Interest rate type3
State Actual % Asset class Actual % Type Actual %
NSW 37.76 | Retail 33.46 | Fixed rate loans 28.46
VIC 25.11 | Industrial 29.71 | Variable rate loans 71.54
QLD 34.05 | Office 26.69
WA 2.33 | Residential 9.47
SA 0.75 | Other 0.67

Important information

Despite the challenges confronting the Wholesale Mortgage Income Trust over the past two years, strong
management has meant we've been able to ensure:

1. Investor’s capital has remained secure. The Trust's unit value remains at, or very near, $1.00
and this value has remained consistent since the Trust's inception.

2. Monthly income distributions have continued and income has been paid regularly.

3. Investors have been able access a portion of their capital. The withdrawal facility available in

August 2010 presents investors with two options to access a portion of their investment.
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Directors' report

The directors of Australian Unity Funds Management Limited (ABN 60 071 497 115), the Responsible Entity of
Australian Unity Wholesale Mortgage Income Trust, present their report together with the consolidated financial
statements of Australian Unity Wholesale Mortgage Income Trust ("the Scheme") and its controlled entities
(collectively, "the Consolidated Entity") for the year ended 30 June 2010 ("the reporting period").

Directors

The following persons held office as directors of the Responsible Entity during the reporting period or since the end
of the reporting period and up to the date of this report:

Alan Castleman (Chairman)

David Bryant (Group Executive-Investments and Chief Investment Officer)
Rohan Mead (Group Managing Director)

Glenn Barnes (Non-Executive Director) (appointed 11 January 2010)

lan Ferres (Non-Executive Director)

Stephen Maitland (Non-Executive Director)

Warren Stretton (Non-Executive Director)

Anthony Connon (Chief Financial Officer)

Bruce Siney (Non-Executive Director) (ceased 27 October 2009)

Principal activities
The Scheme aims to provide investors with regular and stable income, together with a high level of capital stability.

The Scheme is a traditional style mortgage trust, which pools investor's money together to lend to borrowers. The
Scheme invests in a portfolio of loans secured by first registered mortgages over quality retail, commercial,
investment, residential, and industrial property.

The Mortgage portfolio is designed to spread exposure and reduce risk through diversification by geographical
location, loan size, interest rate type, and loan maturity profile.

The Scheme gains its mortgages exposure by investing in the Australian Unity Investment Mortgage Income Trust.

Review and results of operations

For the reporting period ended 30 June 2010 the Scheme posted a total return of 4.97%.
The above return represents the Parent Entity only.

Unit prices (ex distribution) as at 30 June 2010 (2009) are as follows:
Wholesale units $1.0000 ($1.0000)

The performance of the Consolidated Entity, as represented by the results of its operations, was as follows:

Consolidated Parent
For the year ended For the year ended
30 June 30 June 30 June 30 June

2010 2009 2010 2009

$'000 $'000 $'000 $'000
Profit/(loss) before finance costs attributable to
unitholders 38,790 55,475 26,496 38,733
Distributions
Distribution paid and payable 38,397 55,214 26,103 38,471




Australian Unity Wholesale Mortgage Income Trust
Directors' report

For the reporting period ended 30 June 2010
(continued)

Directors' report (continued)

Significant changes in state of affairs

The introduction of the Bank Deposit Guarantee on 12 October 2008 by the Federal Government resulted in AUFM
initially freezing all redemption requests for Mortgage Income Trust as a result of a significant increase in
redemption requests following this announcement.

In December 2008, management of the Responsible Entity AUFM decided to allow quarterly capped redemptions.
Since the first quarterly redemption payment made on 18 December 2008, the Scheme has further amended the
redemption process and from October 2009 allows investors monthly redemptions up to 2% of units held or a
minimum of $2,000 or full balance if less than $2,000 to be paid within 21 days of the withdrawal offer closing date.
We also offered a one off $50 million redemption offer during the quarter.

Events occurring after the reporting period

Except as disclosed in note 16 in the financial statements, no other matter or circumstance has arisen since 30 June
2010 that has significantly affected, or may significantly affect:

0] the operations of the Consolidated Entity in future reporting periods, or
(i) the results of those operations in future reporting periods, or
(iii) the state of affairs of the Consolidated Entity in future reporting periods.

Likely developments and expected results of operations

The Consolidated Entity will continue to be managed in accordance with the investment objectives and guidelines as
set out in the governing documents of the Scheme and in accordance with the provisions of the Scheme's
Constitution.

Further information on likely developments in the operations of the Consolidated Entity and the expected results of
those operations have not been included in this report because the Responsible Entity believes it would be likely to
result in unreasonable prejudice to the Consolidated Entity.

Indemnification and insurance of officers and auditors

No insurance premiums are paid for out of the assets of the Consolidated Entity in regards to insurance cover
provided to either the officers of Australian Unity Funds Management Limited or the auditors of the Consolidated
Entity. So long as the officers of Australian Unity Funds Management Limited act in accordance with the Scheme's
Constitution and the Corporations Act 2001, the officers remain indemnified out of the assets of the Consolidated
Entity against losses incurred while acting on behalf of the Consolidated Entity. The auditors of the Consolidated
Entity are in no way indemnified out of the assets of the Consolidated Entity.

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

Fees paid to the Responsible Entity and its associates out of Consolidated Entity property during the reporting
period are disclosed in note 13 of the financial statements.

No fees were paid out of Consolidated Entity property to the directors of the Responsible Entity during the reporting
period.

The number of interests in the Consolidated Entity held by the Responsible Entity or its associates as at the end of
the reporting period are disclosed in note 13 of the financial statements.
Units in the Scheme

The movement in units on issue in the Consolidated Entity during the reporting period is disclosed in note 7 of the
financial statements.

The value of the Consolidated Entity's assets and liabilities is disclosed on the statements of financial position and
derived using the basis set out in note 2 of the financial statements.



Austratian Unity Wholesale Mortgage Income Trust
Directors’ report

For the reporting period ended 30 June 2010
{continued}

Directors' report (continued)

Environmental regulation

The Consolidated Entity operations are not subject to environmental regulations under Australian Law.

Rounding of amounts to the nearest thousand dollars

The Consolidated Entity is an entity of the kind referred to in Class Order 98/0100 {as amended) issued by the
Australian Securities and Investments Commission relating to the “rounding off’ of amounts in the directors’ report.
Amounts in the directors’ report have been rounded to the nearest thousand dollars in accordance with that Class

Order, unless otherwise indicated.

Auditor's independence declaration

A copy of the Auditor's independence declaration as required under section 307C of the Corporations Acf 2001 is
sei out on page &.

Signed in accordance with a resolution of the directors of Australian Unity Funds Management Limited.

Director

" Director
13 September 2010
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Auditor's Independence Declaration to the Directors of Australian Unity
Funds Management Limited, as Responsible Entity for Australian Unity

Wholesale Mortgage Income Trust

in relation to our audit of the financial report of Australian Unity Wholesale Mortgage Income Trust for the

financial year ended 30 June 2010, to the best of my knowledge and belief, there have been no
contraventions of the auditor independence requirements of the Corporations Act 2001 or any applicable

code of professional conduct.

204
Ernst & Youn;ygg

ony) Johnson
Partner
Melbourne

13 September 2010

Liability limited by a scheme approved
under Professional Standards Legislation
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Statements of comprehensive income

Consolidated Parent
For the year ended For the year ended
30 June 30 June 30 June 30 June
2010 2009 2010 2009
Notes $'000 $'000 $'000 $'000
Investment income
Interest income 3 42,188 57,849 2 53
Distribution income 4 7,074 8,953 23,789 35,497
Other income 5 7,639 8,568 7,102 8,387
Total investment income 56,901 75,370 30,893 43,937
Expenses
Responsible Entity's fees 13 14,973 17,387 4,397 5,204
Loan loss expense 1,584 841 - -
Other expenses 1,554 1,667 - -
Total expenses 18,111 19,895 4,397 5,204
Profit/(loss) before finance costs
attributable to unitholders 38,790 55,475 26,496 38,733
Finance costs attributable to
unitholders
Distributions to unitholders of the Parent
Entity 9 26,103 38,472 26,103 38,472
Distributions to non-controlling interests 12,294 16,742 - -

Increase/(decrease) in net assets

attributable to unitholders of the Parent

Entity 7 393 261 393 261
Increase/(decrease) in net assets

attributable to non-controlling interests - - - -
Other comprehensive income for the

reporting period - - - -
Total comprehensive income for the

reporting period - - - -

Attributable to:
Unitholders of the Parent Entity - - - -
Non-controlling interests - - - -

The above statements of comprehensive income should be read in conjunction with the accompanying notes.
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Statements of financial position

Consolidated Parent
As at As at
30 June 30 June 30 June 30 June
2010 2009 2010 2009
Notes $'000 $'000 $'000 $'000
Assets
Cash and cash equivalents 164 56 11 10
Receivables 4,985 8,306 2,565 2,817
Financial assets held at fair value
through profit or loss 10 136,228 148,351 481,976 608,561
Mortgage loans 11 610,973 756,949 - -
Total assets 752,350 913,662 484,552 611,388
Liabilities
Distributions payable 9 3,212 3,373 2,140 2,348
Loan loss provision 11 3,134 1,704 - -
Payables 1,366 1,666 407 508
Net assets attributable to non-controlling
interests 262,633 298,387 - -
Total liabilities (excluding net assets
attributable to unitholders) 270,345 305,130 2,547 2,856
Net assets attributable to unitholders 7 482,005 608,532 482,005 608,532

The above statements of financial position should be read in conjunction with the accompanying notes.
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Statement of changes in net assets attributable to unitholders

Consolidated Parent
For the year ended For the year ended
30 June 30 June 30 June 30 June

2010 2009 2010 2009

$'000 $'000 $'000 $'000
Net assets attributable to unitholders at the
beginning of the reporting period 608,532 695,435 608,532 695,435
Profit/(loss) before finance costs attributable to
unitholders 38,790 55,475 26,496 38,733
Distribution to unitholders and non-controlling
interests (38,397) (55,214) (26,103) (38,472)
Application for units 140,099 77,694 140,099 77,694
Redemption of units (268,079) (174,817) (268,079) (174,817)
Units issued upon re-investment of distributions 1,060 9,959 1,060 9,959
Net assets attributable to unitholders at the
end of the reporting period 482,005 608,532 482,005 608,532

The above statement of changes in net assets attributable to unitholders should be read in conjunction with the
accompanying notes.
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Statements of cash flows

Consolidated Parent
For the year ended For the year ended
30 June 30 June 30 June 30 June
2010 2009 2010 2009
Notes $'000 $'000 $'000 $'000
Cash flows from operating activities
Proceeds from sale of financial
instruments 382,753 437,785 169,398 217,960
Purchase of financial instruments (217,608) (303,012) (42,729) (114,383)
Interest received 42,302 60,157 2 53
Distributions received - - 23,821 21,387
Other income received 576 181 - -
Responsible Entity's fees
received/(paid) (8,570) (9,749) 2,954 3,456
Other expenses paid (1,765) (1,137) - -
RITC received/(paid) 665 1,061 (211) (243)
Net cash inflow/(outflow) from
operating activities 15(a) 198,353 185,286 153,235 128,230
Cash flows from financing activities
Proceeds from applications by
unitholders 172,441 84,496 140,099 78,574
Payments for redemptions by
unitholders (335,241) (231,137) (268,079) (176,410)
Distributions paid (35,445) (38,651) (25,254) (30,396)
Net cash inflow/(outflow) from
financing activities (198,245) (185,292) (153,234) (128,232)
Net increase/(decrease) in cash and
cash equivalents 108 (6) 1 2
Cash and cash equivalents at the
beginning of the reporting period 56 62 10 12
Cash and cash equivalents at the end
of the reporting period 15(b) 164 56 11 10

The above statements of cash flows should be read in conjunction with the accompanying notes.
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Australian Unity Wholesale Mortgage Income Trust
Notes to the financial statements

For the reporting period ended 30 June 2010
(continued)

1 General information

These financial statements cover separate financial statements for Australian Unity Wholesale Mortgage Income
Trust (“the Scheme”) as an individual entity and the Consolidated Entity consisting of Australian Unity Wholesale
Mortgage Income Trust and its subsidiaries. The Scheme was constituted on 7 November 2002.

The Responsible Entity of the Consolidated Entity is Australian Unity Funds Management Limited (ABN 60 071 497
115) ("the Responsibility Entity"), a wholly owned subsidiary of Australian Unity Limited (ABN 23 087 648 888). The
Responsible Entity's registered office is 114 Albert Road, South Melbourne, VIC 3205.

The Responsible Entity is incorporated and domiciled in Australia.
The financial statements are for the period from 1 July 2009 to 30 June 2010 ("the reporting period").

The financial statements were authorised for issue by the directors on 13 September 2010. The directors of the
Responsible Entity have the power to amend and reissue the financial statements.

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all reporting periods presented, unless otherwise stated.

(a) Basis of preparation

These general purpose financial statements have been prepared in accordance with the Scheme Constitution,
Australian Accounting Standards, other authoritative pronouncements of the Australian Accounting Standards Board
and the Corporations Act 2001 in Australia.

The financial statements are prepared on the basis of fair value measurement of assets and liabilities except where
otherwise stated.

The statements of financial position are 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 generally
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 within twelve months after the end of the
reporting period cannot be reliably determined.

Compliance with International Financial Reporting Standards

The financial statements of the Consolidated Entity comply with International Financial Reporting Standards as
issued by the International Accounting Standards Board.

This financial statement is presented in the local reporting currency being Australian dollars.
AASB 101 (revised) Presentation of Financial Statements

The Consolidated Entity has applied the revised standard which became effective from 1 January 2009. The revised
standard requires the separate presentation of a statement of comprehensive income and a statement of changes in
equity. All non-owner changes in equity must now be presented in the statement of comprehensive income. As a
consequence, the Consolidated Entity had to change the presentation of its financial statements. Comparative
information has been re-presented so that it is also in conformity with the revised standard.

AASB 7 Improving Disclosures about Financial Instruments (Amendments to AASB 7 Financial Instruments:
Disclosures)

The Consolidated Entity has applied the amendment to the standard which became effective from 1 January 2009.
The amendment expands the disclosures required in respect of fair value measurements and liquidity risk. The
Consolidated Entity has elected not to provide comparative information for these expanded disclosures in the
current reporting period.

-11-



Australian Unity Wholesale Mortgage Income Trust
Notes to the financial statements

For the reporting period ended 30 June 2010
(continued)

2 Summary of significant accounting policies (continued)

(b) Principles of consolidation
(i) Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Australian Unity
Wholesale Mortgage Income Trust (“the Parent Entity”) as at 30 June 2010 and the results of all subsidiaries for the
reporting period then ended. Australian Unity Wholesale Mortgage Income Trust and its subsidiaries together are
referred to in these financial statements as the Consolidated Entity.

Subsidiaries are all those entities over which the Consolidated Entity has the power to govern the financial and
operating policies, generally accompanying a shareholding of more than one-half of the voting rights. The existence
and effect of potential voting rights that are currently exercisable or convertible are considered when assessing
whether the Consolidated Entity controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Consolidated Entity. They are
de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Consolidated Entity.

All transactions (including gains/(losses)) and balances between entities in the consolidated group are eliminated.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Consolidated Entity.

Non-controlling interests in the results and net assets of subsidiaries are shown separately in the statements of
comprehensive income and the statements of financial position respectively.

Investments in subsidiaries are accounted for at fair value through profit or loss.

The Consolidated Entity acquires units in subsidiaries at their redemption price which reflects the fair value of the
units in the subsidiary.

(c) Financial instruments

(i) Classification

The Consolidated Entity's investments are categorised as at fair value through profit or loss. They comprise:
¢ Financial instruments designated at fair value through profit or loss upon initial recognition

These include financial assets that are not held for trading purposes and which may be sold. These may include
investments in exchange traded debt and equity instruments, unlisted trusts, unlisted equity instruments and
commercial papers.

Financial assets designated at fair value through profit or loss at inception are those that are managed and their
performance evaluated on a fair value basis in accordance with the Consolidated Entity’'s documented
investment strategy. The Consolidated Entity’s policy is for the Responsible Entity to evaluate the information
about these financial assets on a fair value basis together with other related financial information.

The information on the fair value basis is provided internally to the Consolidated Entity's key management
personnel. In addition, the designation of financial assets at fair value through profit or loss will reduce any
measurement or recognition inconsistencies and any accounting mismatch that would otherwise arise.

e Loans and receivables/payables comprise amounts due to or from the Consolidated Entity
(i) Recognition/derecognition

The Consolidated Entity recognises financial assets and financial liabilities on the date it becomes party to the
contractual agreement (trade date) and recognises changes in fair value of the financial assets or financial liabilities
from this date.

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised where:

. the rights to receive cash flows from the asset have expired;

-12-
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Notes to the financial statements

For the reporting period ended 30 June 2010
(continued)

2 Summary of significant accounting policies (continued)

(c) Financial instruments (continued)

. the Consolidated Entity retains the right to receive cash flows from the asset, but has assumed an obligation to
pay them in full without material delay to a third party under a 'pass through' agreement; or

. the Consolidated Entity has transferred its rights to receive cash flows from the asset and either:
(@) has transferred substantially all the risks and rewards of the asset; or
(b) has neither transferred nor retained substantially all the risks and rewards of the asset but has

transferred control of the asset.
A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires.

Any gains or losses arising on derecognition of the asset (calculated as the difference between the disposal proceeds
and the carrying amount of the asset) is included in the statements of comprehensive income in the reporting period
the asset is derecognised as realised gains or losses on financial instruments.

(iii) Measurement
¢ Financial assets and liabilities held at fair value through profit or loss

Financial assets and liabilities held at fair value through profit or loss are measured initially at fair value excluding
any transaction costs that are directly attributable to the acquisition or issue of the financial asset or financial liability.
Transaction costs on financial assets and financial liabilities at fair value through profit or loss are expensed
immediately. Subsequent to initial recognition, all instruments held at fair value through profit or loss are measured
at fair value with changes in their fair value recognised in the statements of comprehensive income.

e Fair value in an active market

The fair value of financial assets and liabilities traded in active markets is based on their quoted market
prices at the end of the reporting period without any deduction for estimated future selling costs. Financial
assets are priced at current bid prices, while financial liabilities are priced at current asking prices.

¢ Investments in other unlisted unit trusts are recorded at the redemption value per unit as reported by the
managers of such trusts.

e Mortgage loans

Mortgage loans are measured initially at fair value plus transaction costs and subsequently amortised using the
effective interest rate method, less impairment losses if any.

The Responsible Entity assesses at each balance sheet date whether there is any objective evidence that mortgage
loans are impaired. A mortgage loan is deemed to be impaired if there is objective evidence of impairment as a
result of one or more events that has occurred after the initial recognition of the mortgage loan (an incurred "loss
event") and that loss event (or events) has an impact on the estimated future cash flows of the mortgage loan that
can be reliably estimated.

Evidence of impairment may include indications that the borrower or a group of borrowers is experiencing other
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and where observable data indicate that there is a measurable
decrease in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with
defaults.

If any such indication of impairment exists, an impairment loss is recognised. The amount of impairment loss is
measured as the difference between the mortgage loan's carrying amount and the present value of estimated future
cash flows discounted at the asset's original effective interest rate. The amount of the loss is recognised using the
loan loss provision account.

If, in subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised, the previously recognised impairment loss is reversed by
adjusting the loan loss provision account.

-13-



Australian Unity Wholesale Mortgage Income Trust
Notes to the financial statements

For the reporting period ended 30 June 2010
(continued)

2 Summary of significant accounting policies (continued)
(iv) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statements of financial position when
there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis,
or realise the asset and settle the liability simultaneously.

(d) Net assets attributable to unitholders

Units are redeemable at the unitholders' option and are therefore classified as financial liabilities. The units can be
put back to the Consolidated Entity at any time for cash equal to a proportionate share of the Consolidated Entity's
net asset value. The fair value of redeemable units is measured at the redemption amount that is payable (based on
the redemption unit price) at the end of the reporting period if unitholders exercised their right to put the units back to
the Consolidated Entity. Because the Consolidated Entity's redemption unit price is based on different valuation
principles to that applied in financial reporting, a valuation difference exists, which has been treated as a separate
component of net assets attributable to unitholders. Changes in the value of this financial liability are recognised in
the statements of comprehensive income as they arise.

(e) Cash and cash equivalents

For the purpose of presentation in the statements of cash flows, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, other short term, highly liquid investments with original maturities of
three months or less from the date of acquisition that are readily convertible to known amounts of cash and which
are subject to an insignificant risk of changes in value, and bank overdrafts. Bank overdrafts, if any, are shown
within borrowings in the statements of financial position.

Payments and receipts relating to the purchase and sale of investment securities are classified as cash flows from
operating activities, as movements in the fair value of these securities represent the Consolidated Entity's main
income generating activity.

(f) Investment income

Interest income and interest expenses are recognised in the statements of comprehensive income for all financial
instruments on an accrual basis. Other changes in fair value for such instruments are recorded in accordance with
the policies described in note 2(c).

Scheme distributions (including distributions from cash management trust) are recognised on an entitlements basis.

Net gains/(losses) on financial assets and financial liabilities held at fair value through profit or loss arising on a
change in fair value are calculated as the difference between the fair value at the end of reporting period and the fair
value at the previous valuation point. Net gains/(losses) do not include interest or dividend/distribution income.
Realised and unrealised gains/(losses) are shown in the notes to the financial statements.

(g) Expenses

All expenses, including Responsible Entity's fees, are recognised in the statements of comprehensive income on an
accruals basis.

(h) Income tax

Under current legislation, the Consolidated Entity is not subject to income tax as unitholders are presently entitled to
the income of the Consolidated Entity.

Financial instruments held at fair value may include unrealised capital gains. Should such a gain be realised, that
portion of the gain that is subject to capital gains tax will be distributed so that the Consolidated Entity is not subject
to capital gains tax.
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Australian Unity Wholesale Mortgage Income Trust
Notes to the financial statements

For the reporting period ended 30 June 2010
(continued)

2 Summary of significant accounting policies (continued)

(h) Income tax (continued)

Realised capital losses are not distributed to unitholders but are retained in the Consolidated Entity to be offset
against any realised capital gains. If realised capital gains exceed realised capital losses, the excess is distributed to
unitholders.

The benefit of imputation credits and foreign tax paid are passed on to unitholders.

(i) Distributions

In accordance with the Scheme's Constitution, the Consolidated Entity distributes income adjusted for amounts
determined by the Responsible Entity, to unitholders by cash or reinvestment. The distributions are recognised in
the statements of comprehensive income as finance costs attributable to unitholders.

() Increasel/(decrease) in net assets attributable to unitholders

Income not distributed is included in net assets attributable to unitholders. Movements in net assets attributable to
unitholders are recognised in the statements of comprehensive income as finance costs.

(k) Receivables

Receivables may include amounts for dividends, interest and securities sold where settlement has not yet occured.
Dividends and trust distributions are accrued when the right to receive payment is established. Interest is accrued at
the end of each reporting period from the time of last payment in accordance with the policy set out in note 2(f)
above. Amounts are generally received within 30 days of being recorded as receivables.

Receivables include such items as Reduced Input Tax Credits (RITC) and application monies receivable from
unitholders.

() Payables

Payables include liabilities and accrued expenses owing by the Consolidated Entity which are unpaid as at the end
of the reporting period.

Trades are recorded on trade date, and normally settled within three business days. Purchases of financial
instruments that are unsettled at the end of each reporting period are included in payables.

The distribution amount payable to unitholders as at the end of each reporting period is recognised separately in the
statements of financial position when unitholders are presently entitled to the distributable income under the
Scheme's Constitution.

(m) Applications and redemptions

Applications received for units in the Consolidated Entity are recorded net of any entry fees payable prior to the
issue of units in the Consolidated Entity. Redemptions from the Consolidated Entity are recorded gross of any exit
fees payable after the cancellation of units redeemed.

Unit redemption prices are determined by reference to the net assets of the Consolidated Entity divided by the
number of units on issue.

-15-



Australian Unity Wholesale Mortgage Income Trust
Notes to the financial statements

For the reporting period ended 30 June 2010
(continued)

2 Summary of significant accounting policies (continued)

(n) Goods and Services Tax (GST)

The GST incurred on the costs of various services provided to the Consolidated Entity by third parties such as
Responsible Entity's fees have been passed onto the Consolidated Entity. The Consolidated Entity qualifies for
Reduced Input Tax Credits (RITC) at a rate of 75%; hence Responsible Entity's fees and other expenses have been
recognised in the statements of comprehensive income net of the amount of GST recoverable from the Australian
Taxation Office (ATO). Accounts payable are inclusive of GST. The net amount of GST recoverable from the ATO is
included in receivables in the statements of financial position. Cash flows relating to GST are included in the
statements of cash flows on a gross basis.

(0) Use of estimates

The Consolidated Entity makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next reporting period. Estimates are continually evaluated and based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.

Models use observable data, to the extent practicable. However, areas such as credit risk (both own and
counterparty), volatilities and correlations require management to make estimates. Changes in assumptions about
these factors could affect the reported fair value of financial instruments.

(p) New accounting standards and interpretations

Certain new accounting standards and interpretations have been published that are not mandatory for 30 June 2010
reporting period and have not yet been applied in the financial statements. The directors' assessment of the impact
of these new standards (to the extent relevant to the Consolidated Entity) and interpretations is set out below:

(i) AASB 2009-5 Further Amendments to Australian Accounting Standards arising from the Annual Improvements
Project [AASB 5, 8, 101, 107, 117, 118, 136 and 139] (effective from 1 July 2010)

In May 2009 the AASB issued a number of improvements to AASB 5 Non-current Assets Held for Sale and
Discontinued Operations, AASB 8 Operating Segments, AASB 101 Presentation of Financial Statements, AASB 107
Statement of Cash Flows, AASB 117 Leases, AASB 118 Revenue, AASB 136 Impairment of Assets and AASB 139
Financial Instruments: Recognition and Measurement. The Consolidated Entity will apply the revised Standards
from 1 July 2010. The Consolidated Entity does not expect that any adjustments will be necessary as a result of
applying the revised rules.

(i)  AASB 9 Financial Instruments and AASB 2009-11 Amendments to Australian Accounting Standards arising
from AASB 9 (effective from 1 January 2013)

AASB 9 Financial Instruments addresses the classification and measurement of financial assets. The standard is
not applicable until 1 January 2013. The current four categories of financial assets, stipulated in AASB 139 Financial
Instruments: Recognition and Measurement, will be replaced with two measurement categories: fair value and
amortised cost. AASB 9 only permits the recognition of fair value gains/(losses) in other comprehensive income if
they relate to equity investments that are not held for trading. Fair value gains/(losses) on debt investments, for
example, will therefore have to be recognised directly in the statements of comprehensive income. The
Consolidated Entity does not expect any significant impact on the Consolidated Entity's financial statements arising
from an adoption of the Standard.

(i) Revised AASB 124 Related Party Disclosures and AASB 2009-12 Amendments to Australian Accounting
Standards (effective from 1 January 2011)

In December 2009 the AASB issued a revised AASB 124 Related Party Disclosures. It is effective from 1 January
2011. The amendment clarifies and simplifies the definition of a related party and removes the requirement for
government-related entities to disclose details of all transactions with the government and other government-related
entities. The amendment will not have any effect on the Consolidated Entity's financial statements.

(iv) AASB 2010-3 Amendments to Australian Accounting Standards arising from the Annual Improvements Project
and AASB 2010-4 Further Amendments to Australian Accounting Standards arising from the Annual Improvements
Project (effective from 1 July 2010/1 January 2011)
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Australian Unity Wholesale Mortgage Income Trust
Notes to the financial statements

For the reporting period ended 30 June 2010
(continued)

2 Summary of significant accounting policies (continued)

(p) New accounting standards and interpretations (continued)

In June 2010, the AASB made a number of amendments to Australian Accounting Standards as a result of the
IASB's annual improvements project. The Consolidated Entity will apply the amendments from 1 July 2010. It does
not expect that any adjustments will be necessary as the result of applying the revised rules.

(v) AASB 1053 Application of Tiers of Australian Accounting Standards and AASB 2010-2 Amendments to
Australian Accounting Standards arising from Reduced Disclosure Requirements (effective from 1 July 2013)

On 30 June 2010 the AASB officially introduced a revised differential reporting framework in Australia. Under this
framework, a two-tier differential reporting regime applies to all entities that prepare general purpose financial
statements. The Consolidated Entity has public accountability as defined in AASB 1053 and is therefore not eligible
to adopt the new Australian Accounting Standards - Reduced Disclosure Requirements. The two standards will have
no impact on the financial statements of the Consolidated Entity.

(q) Rounding of amounts

The Consolidated Entity is an entity of the kind referred to in Class Order 98/0100 (as amended), issued by the
Australian Securities and Investments Commission, relating to the "rounding off" of amounts in the financial
statements. Amounts in the financial statements have been rounded off in accordance with that Class Order to the
nearest thousand dollars, unless otherwise indicated.

3 Interestincome

Consolidated
For the year ended
30 June 30 June

2010 2009

$'000 $'000
Cash and deposits 8 75
Mortgage income 42,180 57,774

42,188 57,849

Parent
For the year ended
30 June 30 June
2010 2009
$'000 $'000

Cash and deposits 2 53
2 53
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Australian Unity Wholesale Mortgage Income Trust

Notes to the financial statements

For the reporting period ended 30 June 2010

(continued)

4 Distribution income

Related unlisted managed investment schemes

5 Other income

Management fee rebates
Sundry income

6 Auditor's remuneration

Consolidated Parent
For the year ended For the year ended
30 June 30 June 30 June 30 June
2010 2009 2010 2009
$'000 $'000 $'000 $'000
7,074 8,953 23,789 35,497
7,074 8,953 23,789 35,497
Consolidated Parent
For the year ended For the year ended
30 June 30 June 30 June 30 June
2010 2009 2010 2009
$'000 $'000 $'000 $'000
7,102 8,387 7,102 8,387
537 181 - -
7,639 8,568 7,102 8,387

The auditor's remuneration is paid directly by the Responsible Entity.

During the reporting period the following fees were paid or payable for services provided by the auditor of the

Consolidated Entity:

(&) Audit services
Audit services

Audit and review of financial statements
Total remuneration for audit services

(b) Non-audit services
Taxation services
Tax fees
Total remuneration for taxation services

Consolidated Parent
For the year ended For the year ended
30 June 30 June 30 June 30 June
2010 2009 2010 2009
$ $ $ $
75,616 61,000 30,990 25,000
75,616 61,000 30,990 25,000
5,815 4,500 2,617 2,750
5,815 4,500 2,617 2,750
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Australian Unity Wholesale Mortgage Income Trust
Notes to the financial statements

For the reporting period ended 30 June 2010
(continued)

7 Net assets attributable to unitholders of the Parent Entity

Movements in number of units and net assets attributable to unitholders of the parent entity during the
reporting period were as follows:

As stipulated within the Scheme's Constitution, each unit represents a right to an individual share in the
Consolidated Entity and does not extend to a right to the underlying assets of the Consolidated Entity. There are no
separate classes of units and each unit has the same rights attaching to it as all other units of the Consolidated
Entity.

Parent
For the year ended
30 June 30 June 30 June 30 June
2010 2009 2010 2009

No. '000 No. '000 $'000 $'000
Net assets attributable to unitholders - Parent
Entity
Opening balance 608,522 695,419 608,532 695,435
Applications 139,991 77,448 140,099 77,694
Redemptions (267,640) (174,304) (268,079) (174,817)
Units issued upon re-investment of distributions 1,060 9,959 1,060 9,959
Increase/(decrease) in net assets attributable to
unitholders - - 393 261
Closing balance 481,933 608,522 482,005 608,532

Capital risk management

The Consolidated Entity considers its net assets attributable to unitholders as capital, notwithstanding net assets
attributable to unitholders are classified as a financial liability. The amount of net assets attributable to unitholders
can change significantly on a daily basis as the Consolidated Entity is subject to daily applications and redemptions
at the discretion of unitholders.

Daily applications and redemptions are reviewed relative to the liquidity of the Consolidated Entity's underlying
assets on a daily basis by the Responsible Entity. Under the terms of the Scheme's Constitution, the Responsible
Entity has the discretion to reject an application for units and to defer or adjust a redemption of units if the exercise
of such discretion is in the best interests of unitholders.

8 Net assets attributable to non-controlling interests

Movements in number of units and net assets attributable to non-controlling interests during the reporting
period were as follows:

For the year ended

30 June 30 June
2010 2010

No. '000 $'000
Opening balance 298,387 298,387
Applications/Redemptions 29,345 29,345
Redemptions (67,157) (67,157)
Units issued upon re-investment of distributions 2,058 2,058
Increase/(decrease) in net assets attributable to
non-controlling interests - -
Closing balance 262,633 262,633
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(continued)

9 Distributions to unitholders of the Parent Entity

Timing of distributions

The distributions for the reporting period were as follows:

Parent
For the year ended
30 June 30 June 30 June 30 June

2010 2010 2009 2009

$'000 CPU $'000 CPU
31 July 2,321 0.3843 4,243 0.6092
31 August 2,311 0.3859 4,243 0.6216
30 September 2,292 0.3859 4,229 0.6216
31 October 2,240 0.3803 3,994 0.5983
30 November 2,140 0.3394 3,424 0.5120
31 December 2,138 0.4058 3,200 0.5120
31 January 2,113 0.4058 3,119 0.4986
28 February 2,136 0.4154 2,434 0.3891
31 March 2,101 0.4154 2,448 0.3994
30 April 2,094 0.4194 2,424 0.3955
31 May 2,077 0.4233 2,366 0.3859
30 June (payable) 2,140 0.4440 2,348 0.3859
Total distributions 26,103 38,472

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

10 Financial assets held at fair value through profit or loss

Consolidated Parent
As at As at
30 June 30 June 30 June 30 June
2010 2009 2010 2009
$'000 $'000 $'000 $'000
Designated at fair value through profit or loss
Related unlisted managed investment schemes 136,228 148,351 481,976 608,561
Total financial assets held at fair value
through profit or loss 136,228 148,351 481,976 608,561

An overview of the risk exposure relating to financial assets at fair value through profit or loss is included in note 12.

11 Mortgage loans

Consolidated Parent
As at As at
30 June 30 June 30 June 30 June
2010 2009 2010 2009
$'000 $'000 $'000 $'000
Mortgage loans 610,973 756,949 - -
Total mortgage loans 610,973 756,949 - -
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For the reporting period ended 30 June 2010
(continued)

11 Mortgage loans (continued)

Gross impaired assets represent those assets that are contractually past due with security insufficient to cover the principal
and arrears. The Consolidated Entity holds certain gross assets that are considered impaired at 30 June 2010. The
expected loss on these assets less anticipated recoveries including security (being real property held as collateral) has been
provided for through the loan loss provision.

The Consolidated Entity's assets past due but with adequate security is shown below:
The assets past due with adequate security:

As at 30 June 2010
Days past due
$'000

<30 30-60 60-90 >90 Total
Mortgage Loans 1,755 - - 15,981 17,736

As at 30 June 2009
Days past due
$'000

<30 30-60 60-90 >90 Total
Mortgage Loans 1,008 - 2,695 - 3,703

The fair value of collateral held for total assets past due with adequate security was $25,295,900 as at 30 June 2010.
(2009 : $5,435,000)

Loan loss reconciliation

Consolidated

As at
30 June 30 June

2010 2009

$'000 $'000
Balance as at 30 June 2009 1,704 253
Charge for the year 1,584 841
Loan loss utilised (154) 610
Balance as at 30 June 2010 3,134 1,704

12 Financial risk management

(@) Objectives, strategies, policies and processes

The Consolidated Entity's activities may expose it to a variety of financial risks: market risk (including price risk,
foreign exchange risk and interest rate risk), credit risk and liquidity risk.

The Consolidated Entity's overall risk management program focuses on ensuring compliance with the Scheme's
Product Disclosure Statement and seeks to maximise the returns derived for the level of risk to which the
Consolidated Entity is exposed. Financial risk management is carried out by an Investment Manager ("Investment
Manager") under policies approved by the Board of Directors of the Responsible Entity ("the Board").

The Consolidated Entity uses different methods to measure different types of risk to which it is exposed. These
methods include sensitivity analysis in the case of interest rate, foreign exchange and other price risks, and ratings
analysis for credit risk.
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12 Financial risk management (continued)

This information is prepared and reported to relevant parties within the Responsible Entity on a regular basis as
deemed appropriate, including fund manager, compliance manager, other key management, Risk and Investment
Committees, and ultimately the Board of Directors of the Responsible Entity.

As part of its risk management strategy, the Consolidated Entity may use derivatives and other investments,
including share price and bond futures, interest rate swaps and forward currency contracts, to manage exposures
resulting from changes in interest rates, foreign currencies, equity price risks, and exposures arising from forecast
transactions.

(b) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises three types of risk: price risk, foreign currency risk and interest rate
risk. Market risk is managed and monitored using sensitivity analysis, and minimised through ensuring that all
investment activities are undertaken in accordance with established mandates and investment strategies.

The market risk disclosures are prepared on the basis of the Consolidated Entity's direct investments and not on a
look-through basis for investments held in the Consolidated Entity.

The sensitivity of the Consolidated Entity's net assets attributable to unitholders (and profit/(loss) before finance
costs attributable to unitholders) to price risk, foreign exchange risk and interest rate risk is measured by the
reasonably possible movements approach. This approach is determined based on management's best estimate,
having regard to a number of factors, including historical levels of changes in interest rates and foreign exchange
rates, historical correlation of the Consolidated Entity's investments with the relevant benchmarks and market
volatility. However, actual movements in the risk variables may be greater or less than anticipated due to a number
of factors, including unusually large market shocks resulting from changes in the performance of the economies,
markets and securities in which the Consolidated Entity invests. As a result, historic variations in the risk variables
are not a definitive indicator of future variations in the risk variables.

At 30 June 2010, the overall market exposures were as follows:

Consolidated Parent
As at As at
30 June 30 June 30 June 30 June
2010 2009 2010 2009
$'000 $'000 $'000 $'000
Securities designated at fair value through profit
or loss 136,228 148,351 481,976 608,561
Mortgage loans 610,973 756,949 - -

(i) Pricerisk

There was no significant price risk in this Consolidated Entity as at 30 June 2010 (2009: Nil).

(i)  Foreign exchange risk

There was no significant direct foreign exchange risk in this Consolidated Entity as at 30 June 2010 (2009: Nil).

(iii) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.

The Consolidated Entity's interest-bearing financial assets and financial liabilities expose it to risks associated with
the effects of fluctuations in the prevailing levels of market interest rates on its financial position and cash flows. The
Consolidated Entity has established limits on investments in interest-bearing assets, which are monitored on a daily
basis. The Consolidated Entity may use derivatives to hedge against unexpected increases in interest rates and/or
multiple rollover dates for debt instruments to manage repricing risk. The interest rate risk is measured using
sensitivity analysis.
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12 Financial risk management (continued)

In accordance with the Consolidated Entity's policy, the Investment Manager monitors the Consolidated Entity's
overall interest sensitivity on a regular basis. This information and the compliance with the Consolidated Entity's policy
are reported to the relevant parties on a regular basis as deemed appropriate such as compliance manager, other key
management personnel, compliance committees and ultimately the Board.

The Consolidated Entity has direct exposure to interest rate changes on the valuation and cash flows of its interest
bearing assets and liabilities. However, it may also be indirectly affected by the impact of interest rate changes on the
earnings of certain entities in which the Consolidated Entity invests and impact on the valuation of certain assets that
use interest rates as an input in their valuation model. Therefore, the sensitivity analysis may not fully indicate the
total effect on the Consolidated Entity's net assets attributable to unitholders of future movements in interest rates.

The table below summarises the Consolidated Entity's exposure to interest rate risks. It includes the Consolidated
Entity's assets and liabilities at fair values, categorised by the maturity dates:

Floating
Consolidated interest 3 months
30 June 2010 rate or less

$'000 $'000

Assets
Cash and cash equivalents 164 -
Receivables - -
Financial assets held at fair
value through profit or loss
Designated as at fair value
through profit or loss
Related unlisted managed
investment schemes - -
Mortgage loans 437,096 3,672

Fixed interest rate
4t012 1to5 Over 5 Non-interest

months years years bearing Total
$'000 $'000 $'000 $'000 $'000
- - - - 164
- - - 4,985 4,985

- - 136,228 136,228
13,010 157,195 -

- 610,973
Total assets 437,260 3,672 13,010 157,195 - 141,213 752,350
Liabilities
Distributions payable - - - - - 3,212 3,212
Loan loss provision - - - - - 3,134 3,134
Payables - - - - - 1,366 1,366

Net assets attributable to
non-controlling interests - -

262,633 262,633

Total liabilities - -

- - - 270,345 270,345

Net assets attributable to
unitholders 437,260 3,672

13,010 157,195 - _(129,132) 482,005
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12 Financial risk management (continued)

Floating Fixed interest rate
Consolidated interest 3 months 4to 12 1to5 Over 5 Non-interest
30 June 2009 rate or less months years years bearing Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000
Assets
Cash and cash equivalents 56 - - - - 56
Receivables - - - - 8,306 8,306
Financial assets held at fair
value through profit or loss
Designated as at fair value
through profit or loss

Related unlisted managed

investment schemes - - - - 148,351 148,351
Mortgage loans 486,271 89,897 180,781 - - 756,949
Total assets 486,327 89,897 180,781 - 156,657 913,662
Liabilities
Distributions payable - - - - 3,373 3,373
Loan loss provision - - - - 1,704 1,704
Payables - - - - 1,666 1,666
Net assets attributable to
non-controlling interests - - - - 298,387 298,387
Total liabilities - - - - 305,130 305,130
Net assets attributable to
unitholders 486,327 89,897 180,781 - _(148,473) 608,532

At 30 June 2010, should the interest rates have (decreased)/increased by the basis points indicated below, with all
other variables held constant, the net assets attributable to unitholders (and profit/(loss) before finance costs
attributable to unitholders) would have changed by the following amounts, approximately and respectively:

As at 30 June 2010 As at 30 June 2009
Consolidated Increased by Decreased by Increased by Decreased by
75bps 75bps 50bps 50bps
Net assets attributable to 3,278,219 (3,278,219) 2,431,353 2,431,353

unitholders (and profit/(loss)
before finance costs attributable to
unitholders)

These changes are calculated on an undiscounted basis. The analysis is performed on the same basis for 2010 and
2009.
(c) Creditrisk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.

Credit risk primarily arises from cash and cash equivalents, deposits with banks and other financial institutions and
mortgage loans.
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12 Financial risk management (continued)

With respect to credit risk arising from the financial assets of the Consolidated Entity, other than derivatives, the
Consolidated Entity's exposure to credit risk arises from default of the counterparty, with the current exposure equal
to the fair value of these investments as disclosed in the statements of financial position. This does not represent
the maximum risk exposure that could arise in the future as a result of changes in values, but best represents the
current maximum exposure at the end of the reporting period.

The Consolidated Entity holds collateral as security for its mortgage loans.

Counterparty credit limits and the list of authorised brokers are reviewed by the relevant parties within the
Responsibility Entity on a regular basis as deemed appropriate.

In accordance with the Consolidated Entity's policy, the Investment Manager monitors the Consolidated Entity's
credit position on a regular basis. This information and the compliance with the Consolidated Entity's policy are
reported to the relevant parties on a regular basis as deemed appropriate such as compliance manager, other key
management personnel, compliance committees and ultimately the Board. All contracts are with counterparties
included in the Board's Approved Counterparties list.

Credit quality per class of instrument

The credit quality of mortgage loans is managed by the Consolidated Entity using LVR analysis. The table below
shows the LVR of the loan portfolio based on the Consolidated Entity’s credit rating system:

As at 30 June 2010

Loan to valuation ratios <40% 40%-60% 60%-80% 80%-85% Total
$'000
Mortgage loans 13,785 142,347 454,841 - 610,973

As at 30 June 2009

Loan to valuation ratios <40% 40%-60% 60%-80% 80%-85% Total
$'000
Mortgage loans 20,969 142,775 593,205 - 756,949

(d) Concentrations of risk

Concentrations of risk arise when a number of financial instruments are entered into with the same counterparty, or
where a number of counterparties are engaged in similar business activities, or activities in the same geographical
region, or have similar economic conditions. These similarities would cause the counterparties’ liabilities to meet the
contractual obligations to be similarly affected by certain changes in the risk variables.

The concentrations of risk are monitored by the Investment Manager to ensure they are within acceptable limits by
reducing the exposures or by other means as deemed appropriate.

Concentrations of risk are managed by industry sector for equity instruments and by counterparty for debt
instruments and selected derivatives.

Based on the concentrations of risk that are managed by industry sector and/or counterparty, the following
investments can be analysed by the industry sector and/or counterparty as at 30 June 2010 and 30 June 2009:

Consolidated $'000

At 30 June 2010

Mortgage loans 610,973

Unlisted managed investment scheme cash - wholesale 136,228
$'000

At 30 June 2009

Mortgage loans 756,949

Unlisted managed investment scheme cash - wholesale 148,351
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12 Financial risk management (continued)

Parent $'000

At 30 June 2010

Unlisted managed investment scheme property - retail 480,070

Unlisted managed investment scheme cash - wholesale 1,906
$'000

At 30 June 2009

Unlisted managed investment scheme property - retail 606,889

Unlisted managed investment scheme cash - wholesale 1,672

(e) Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities
that are settled by delivering cash or another financial asset. This risk is controlled through the Consolidated Entity's
investment in financial instruments, which under normal market conditions are readily convertible to cash. In
addition, the Consolidated Entity maintains sufficient cash and cash equivalents to meet normal operating
requirements.

The Consolidated Entity may be exposed to daily cash redemptions of redeemable units and daily margin calls on
derivatives. It therefore primarily holds investments that are traded in active markets and can be readily disposed of.

The Consolidated Entity's investments may include listed securities that are considered readily realisable, as they
are listed on recognised stock exchanges.

Under the terms of its constitution, the Consolidated Entity has the ability to manage liquidity risk by delaying
redemptions to unitholders, if necessary, until the funds are available to pay them.

In accordance with the Consolidated Entity's policy, the Investment Manager monitors the Consolidated Entity's
liquidity position on a regular basis. This information and the compliance with the Consolidated Entity's policy are
reported to the relevant parties on a regular basis as deemed appropriate such as compliance manager, other key
management personnel, compliance committees and ultimately the Board.

The table below analyses the Consolidated Entity's non-derivative financial liabilities into relevant maturity groupings
based on the remaining period at the end of the reporting period to the contractual maturity date. The amounts in the
table are the contractual undiscounted cash flows.
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Consolidated

At 30 June 2010

Distributions payable

Payables

Net assets attributable to non-controlling
interests

Net assets attributable to unitholders
Total financial liabilities

At 30 June 2009

Distributions payable

Payables

Net assets attributable to non-controlling
interests

Net assets attributable to unitholders
Total financial liabilities

Parent

At 30 June 2010

Distributions payable

Payables

Net assets attributable to unitholders
Total financial liabilities

At 30 June 2009

Distributions payable

Payables

Net assets attributable to unitholders
Total financial liabilities

Less than 1
month
$'000
3,212
1,366
262,633

482 005

1-3 months

$'000

3-12 months

$'000

More than 12
months
$'000

749,216

Less than 1
month
$'000

3,373
1,666
298,387

608,532

1-3 months

$'000

3-12 months

$'000

More than 12
months
$'000

911,958

Less than 1
month
$'000

2,140
407
482,005

1-3 months

$'000

3-12 months

$'000

More than 12
months
$'000

484 552

Less than 1
month
$'000

2,348
508
608,532

1-3 months

$'000

3-12 months

$'000

More than 12
months
$'000

611,388

As disclosed above, the Consolidated Entity manages its liquidity risk by investing predominantly in liquid assets
that it expects to be able to liquidate within 7 days or less. Liquid assets include cash and cash equivalents and

listed equities. As at 30 June 2010, these assets amounted to $136,391,764 (2009: $148,406,473).

Investment in the Australian Unity Wholesale Cash Fund is included in the liquid assets of the Scheme above.

(f) Estimation of fair values of financial assets

The carrying amounts of all the Consolidated Entity’s financial assets and financial liabilities at the end of the

reporting period approximated their fair values.

The Consolidated Entity values its investments in accordance with the accounting policies set out in note 2. For the
majority of its investments, the Consolidated Entity relies on information provided by independent pricing services

for the valuation of its investments.

For the reporting period ended 30 June 2010 and 30 June 2009, the Consolidated Entity did not include financial
assets that were determined using valuation techniques. The fair values of the Consolidated Entity's financial assets
for the reporting periods then ended were determined directly, in full or in part, by reference to quoted prices that
were available from various sources, such as exchanges, dealers, brokers, industry groups and pricing services.
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12 Financial risk management (continued)
(g) Fair value hierarchy

The Scheme has adopted the amendments to AASB 7, effective 1 July 2009. This requires the Scheme to classify
fair value measurements using a fair value hierarchy that reflects the subjectivity of the inputs used in making the
measurements. The fair value hierarchy has the following levels:

¢ Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

¢ Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices) (level 2).

¢ Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level
3).

The level in the fair value hierarchy within which the fair value measurement is categorised in its entirety is
determined on the basis of the lowest level input that is significant to the fair value measurement in its entirety. For
this purpose, the significance of an input is assessed against the fair value measurement in its entirety. If a fair value
measurement uses observable inputs that require significant adjustment based on unobservable inputs, that
measurement is a level 3 measurement. Assessing the significance of a particular input to the fair value
measurement in its entirety requires judgement, considering factors specific to the asset or liability.

The determination of what constitutes "observable" requires significant judgement by the Consolidated Entity. The
Consolidated Entity considers observable data to be that market data that is readily available, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by independent sources that are actively involved in
the relevant market.

The table below sets out the Consolidated Entity's financial assets and liabilities (by class) measured at fair value
according to the fair value hierarchy at 30 June 2010. The Consolidated Entity has elected not to provide
comparative information in the current reporting period.

Consolidated - as at 30 June 2010 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

Financial assets

Financial assets designated at fair value

through profit or loss at inception:
Related unlisted managed investment

schemes - 136,228 - 136,228
Total - 136,228 - 136,228
Parent - as at 30 June 2010 Level 1 Level 2 Level 3 Total

$'000 $'000 $'000 $'000

Financial assets
Financial assets designated at fair value
through profit or loss at inception:
Related unlisted managed investment
schemes - 481,976 - 481,976
Total - 481,976 - 481,976

The pricing for the majority of the Consolidated Entity's investments is generally sourced from independent pricing
sources, the relevant Investment Managers or reliable brokers' quotes.

Investments whose values are based on quoted market prices in active markets, eg recognised stock exchanges,
and therefore classified within level 1, include active listed equities and exchange traded derivatives.

Financial instruments that trade in markets that are not considered to be active but are valued based on quoted
market prices, dealer quotations or alternative pricing sources supported by observable inputs are classified within
level 2. The observable inputs include prices and/or those derived from prices. The level 2 instruments include
investment-grade corporate bonds, and over-the-counter derivatives. As level 2 investments include positions that
are not traded in active markets and/or are subject to transfer restrictions, valuations may be adjusted to reflect
illiquidity and/or non-transferability, which are generally based on available market information.
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13 Related party transactions

Parent Entities

The Parent Entity and ultimate Parent Entity within the group is Australian Unity Wholesale Mortgage Income Trust.
Australian Unity Wholesale Mortgage Income Trust at 30 June 2010 owns 64.64% (2009: 67.04%) of the units of
Australian Unity Mortgage Income Trust.

Subsidiaries

Interests in subsidiaries are set out in note 14.

Responsible Entity

The Responsible Entity of Australian Unity Wholesale Mortgage Income Trust is Australian Unity Funds
Management Limited (ABN 60 071 497 115) whose immediate and ultimate Parent Entity is Australian Unity Limited
(ABN 23 087 648 888).

Key management personnel
(@) Directors

Key management personnel includes persons who were directors of Australian Unity Funds Management Limited at
any time during the reporting period as follows:

Alan Castleman (Chairman)

David Bryant (Group Executive-Investments and Chief Investment Officer)
Rohan Mead (Group Managing Director)

Glenn Barnes (Non-Executive Director) (appointed 11 January 2010)

lan Ferres (Non-Executive Director)

Stephen Maitland (Non-Executive Director)

Warren Stretton (Non-Executive Director)

Anthony Connon (Chief Financial Officer)

Bruce Siney (Non-Executive Director) (ceased 27 October 2009)

(b) Other key management personnel

There were no other persons with responsibility for planning, directing and controlling the activities of the
Consolidated Entity, directly or indirectly during the reporting period.

Key management personnel unitholdings

From time to time, key management personnel may purchase or subscribe to the various products offered by its
related entities. These transactions are on similar terms and conditions as those entered into by other employees or
customers and are trivial or domestic in nature.

Key management personnel compensation

Key management personnel are paid by Australian Unity Funds Management Limited. Payments made from the
Consolidated Entity to Australian Unity Funds Management Limited do not include any amounts directly attributable
to the compensation of key management personnel.

Key management personnel loan disclosures

The Consolidated Entity has not made, guaranteed or secured, directly or indirectly, any loans to the key
management personnel or their personally related entities at any time during the reporting period.

Other transactions within the Consolidated Entity

From time to time directors of Australian Unity Funds Management Limited, or their director related entities, may
invest in or withdraw from the Consolidated Entity. These investments or withdrawals are on the same terms and
conditions as those entered into by other Consolidated Entity investors and are trivial in nature.
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13 Related party transactions (continued)

Apart from those details disclosed in this note, no key management personnel have entered into a material contract
with the Consolidated Entity during the reporting period and there were no material contracts involving key
management personnel's interests existing at reporting period end.

Responsible Entity's fees and other transactions

Under the terms of the Scheme's Constitution, the Responsible Entity is entitled to receive Responsibility Entity fees,
calculated by reference to the average daily net assets (excluding net assets attributable to unitholders) of the
Consolidated Entity as follows:

Consolidated Parent
As at As at
30 June 30 June 30 June 30 June
2010 2009 2010 2009
$ $ $ $

Responsibility Entity fees for the reporting period

paid by the Consolidated Entity to the

Responsible Entity 14,972,233 17,386,924 4,396,607 5,204,182
Fees earned by the Responsible Entity in

respect of investments by the Consolidated

Entity in other schemes managed by the

Responsible Entity 7,101,601 8,387,421 7,101,601 8,387,421
Aggregate amounts payable to/(receivable from)

the Responsible Entity at the end of the
reporting period 636,897 760,111 (213,457) (264.883)

Related party unitholdings

Parties related to the Consolidated Entity (including Australian Unity Funds Management Limited, its related parties
and other schemes managed by Australian Unity Funds Management Limited), held units in the Consolidated Entity

as follows:
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13 Related party transactions (continued)

30 June 2010

Unitholder

Australian Unity Health
Limited

Australian Unity Grand
United Corporate Health
Australian Unity
Foundation Fund
Australian Unity Capital
Guaranteed Bond
Australian Unity Capital
Guaranteed Mortgage
Bond

Australian Unity Capital
Secure Funeral Bond
Australian Unity Capital
Guaranteed Funeral
Bond - Non Taxable
Australian Unity
Balanced Growth Bond
Australian Unity
Conservative Growth
Bond

Australian Unity Capital
Guaranteed Funeral
Bond - Taxable
Australian Unity
Balanced Growth
Portfolio

Australian Unity
Conservative Growth
Portfolio

Australian Unity
Traditional Funds
Reserve Account
Australian Unity
Education Savings Plan
Short Term

Australian Unity
Education Savings Plan
Medium Term
Australian Unity
Discovery Core Income
Trust

LAFS Ltd Flexi Shield
Bond

LAFS Ltd Taxsmart
Growth Option

LP Flexigrowth Income
Untaxed

LP Funeral Benefit No2
Untaxed

Interest held
(%)

3.46
0.64
0.01

6.00

3.82

1.11

151

0.19

0.37

1.83

0.34

0.13

0.04

0.02

0.42
0.32
0.01
0.16

0.90

Number of
units held
opening
(Units)

26,888,704
4,544,693
40,341

59,684,923

33,408,451

11,782,217

15,558,311

1,899,390

3,031,249

14,765,640

2,039,289

1,622,329

252,370

51,152

195,766

3,261,416

Consolidated

Number of
units
acquired
(Units)

1,000,000

600,000

11,109

1,540,110
61,384
815,065

4,517,274
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Number of
units
disposed
(Units)

(10,194,170)
(1,447,629)
(7,978)

(16,087,716)

(6,042,986)

(3,519,441)

(4,320,208)

(464,499)

(290,680)

(1,143,504)

(119,535)

(636,803)

(16,000)

(35,779)

(129,152)

(47,740)

(178,518)

Number of
units held
closing
(Units)

16,694,534
3,097,064
32,363

43,597,207

28,365,465

8,262,776

11,238,103

1,434,891

2,740,569

13,622,136

2,519,754

985,526

263,479

35,152

159,987

3,132,264
1,540,110
61,384
767,325

4,338,756

Distributions
paid/payable
by the
Consolidated
Entity
(%)

994,574
178,424
1,716

2,252,216

1,324,809

432,347

580,737

71,096

126,044

617,419

96,174

55,052

11,311

1,954

7,880

142,174
50,539
1,776
16,274

111,658
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13 Related party transactions (continued)

LP Flexigrowth Income
Taxed

LP Funeral Benefit No2
Taxed

LP Flexigrowth Cap
Guarantee Untaxed

LP Flexigrowth Cap
Guarantee Taxed

30 June 2010

Unitholder

Australian Unity Health
Limited

Australian Unity Grand
United Corporate Health
Australian Unity
Foundation Fund
Australian Unity Capital
Guaranteed Bond
LAFS Ltd Flexi Shield
Bond

LAFS Ltd Taxsmart
Growth Option

LP Flexigrowth Income
Untaxed

LP Funeral Benefit No2
Untaxed

LP Flexigrowth Income
Taxed

LP Funeral Benefit No2
Taxed

0.50
1.08
0.65

0.26

Interest held
(%)

3.46
0.64
0.01
0.37
0.32
0.01
0.16
0.90
0.50

1.08

- 2,535,603 (148,517)
- 5,441,262 (215,033)
- 7,061,165  (2,199,982)
- 2,000,000 (40,000)
Parent
Number of Number of Number of
units held units units
opening acquired disposed
(Units) (Units) (Units)
26,888,704 - (10,194,170)
4,544,693 - (1,447,629)
40,341 - (7.978)
7,288,962 - (5,490,892)
- 1,540,110 -
- 61,384 -
- 815,065 (47,740)
- 4,517,274 (178,518)
- 2,535,603 (148,517)
- 5,441,262 (215,033)
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2,387,086 43,690

5,226,229 134,497

4,861,183 181,131

1,960,000 12,503

Distributions

paid/payable

Number of by the
units held  Consolidated
closing Entity
(Units) %)

16,694,534 994,574
3,097,064 178,424
32,363 1,716
1,798,070 173,437
1,540,110 50,539
61,384 1,776
767,325 16,274
4,338,756 111,658
2,387,086 43,690
5,226,229 134,497
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13 Related party transactions (continued)

30 June 2009

Unitholder

Australian Unity Health
Limited

Australian Unity Grand
United Corporate Health
Australian Unity
Foundation Fund
Australian Unity Capital
Guaranteed Bond
Australian Unity Capital
Guaranteed Mortgage
Bond

Australian Unity Capital
Secure Funeral Bond
Australian Unity Capital
Guaranteed Funeral
Bond - Non Taxable
Australian Unity
Balanced Growth Bond
Australian Unity
Conservative Growth
Bond

Australian Unity Capital
Guaranteed Funeral
Bond - Taxable
Australian Unity
Balanced Growth
Portfolio

Australian Unity
Conservative Growth
Portfolio

Australian Unity
Traditional Funds
Reserve Account
Australian Unity
Education Savings Plan
Short Term

Australian Unity
Education Savings Plan
Medium Term
Australian Unity High
Yield Mortgage Trust
Australian Unity
Discovery Core Income
Trust

Interest held

(%)

4.42

0.75

0.01

6.99

3.69

1.30

1.72

0.21

0.33

1.63

0.23

0.18

0.03

0.01

0.02

0.36

Consolidated

Distributions
paid/payable

Number of Number of Number of Number of by the
units held units units units held  Consolidated

opening acquired disposed closing Entity

(Units) (Units) (Units) (Units) ()]

31,671,209 1,507,507 (6,290,012) 26,888,704 1,740,021
4,485,836 1,005,071 (946,214) 4,544,693 250,825
36,605 10,080 (6,344) 40,341 2,525
52,194,054 12,180,883 (4,690,014) 59,684,923 3,109,719
37,483,699 1,687,811 (5,763,059) 33,408,451 1,956,217
12,095,337 555,707 (868,827) 11,782,217 654,348
16,001,161 732,798 (1,175,648) 15,558,311 862,866
3,850,241 488,541 (2,439,392) 1,899,390 124,245
5,045,512 360,130 (2,374,393) 3,031,249 194,435
14,513,632 783,586 (531,578) 14,765,640 812,487
1,997,883 410,000 (368,594) 2,039,289 114,923
2,020,494 90,000 (488,165) 1,622,329 94,552
238,530 13,840 - 252,370 13,355
55,478 8,625 (12,951) 51,152 3,043
171,858 44,004 (20,096) 195,766 10,808
10,076,008 114,651 (10,190,659) - 10,808
4,163,996 696,937 (1,599,517) 3,261,416 199,787

-33-



Australian Unity Wholesale Mortgage Income Trust
Notes to the financial statements

For the reporting period ended 30 June 2010
(continued)

13 Related party transactions (continued)

30 June 2009 Parent
Distributions
paid/payable
Number of Number of Number of Number of by the
units held units units units held  Consolidated
Interest held opening acquired disposed closing Entity
Unitholder (%) (Units) (Units) (Units) (Units) (%)

Australian Unity Health

Limited 4.42 31,671,209 1,507,507 6,290,012 26,888,704 1,740,021
Australian Unity Grand

United Corporate Health 0.75 4,485,836 1,005,071 946,214 4,544,693 250,825
Australian Unity

Foundation Fund 0.01 36,605 10,080 6,344 40,341 2,525
Australian Unity Capital

Guaranteed Bond 1.20 - 8,118,308 829,346 7,288,962 280,768
Investments

The Consolidated Entity held investments in the following schemes which are also managed by Australian Unity
Funds Management Limited or its related parties:

Consolidated

Interest Distributions
Fair value of investment held received/receivable
2010 2009 2010 2009 2010 2009
$ $ % % $ $
Australian Unity
Wholesale Cash Fund 136,227,801 148,350,346 16.30 31.85 7,074,085 8,953,956
136,227,801 148,350,346 7,074,085 8,953,956
Parent
Interest Distributions
Fair value of investment held received/receivable
2010 2009 2010 2009 2010 2009
$ $ % % $ $
Australian Unity Mortgage
Income Trust 480,069,555 606,889,081 64.64 67.04 23,708,558 35,336,591
Australian Unity Wholesale
Cash Fund 1,906,016 1,671,447 0.23 0.36 80,502 160,923
481,975,571 608,560,528 23,789,060 35,497,514

14 Investments in subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiaries in
accordance with the accounting policy described in 2(b). All investments are domiciled in Australia.

Ownership interest

30 June 30 June
2010 2009
Significant subsidiaries
Australian Unity Mortgage Income Trust 64.64% 67.04%
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15 Reconciliation of profit/(loss) to net cash inflow/(outflow) from operating activities

Consolidated Parent
For the year ended For the year ended
30 June 30 June 30 June 30 June
2010 2009 2010 2009
$'000 $'000 $'000 $'000
(a) Reconciliation of profit/(loss) to net cash
inflow/(outflow) from operating activities
Profit/(loss) for the reporting period attributable to
unitholders - - - -
Increase/(decrease) in net assets attributable to
unitholders 393 261 393 261
Proceeds from sale of financial instruments 382,753 437,785 169,398 217,960
Purchase of financial instruments (217,608) (303,012) (42,729) (114,383)
Net change in accrued income and receivables 317 3,399 240 1,939
Net change in payables and other liabilities 1,147 1,237 (87) (58)
Distribution to unitholders 38,397 55,213 26,103 38,471
Reinvested income (7,046) (9,597) (83) (15,960)
Net cash inflow/(outflow) from operating
activities 198,353 185,286 153,235 128,230
(b) Components of cash and cash equivalents
Cash as at the end of the reporting period as
shown in the statements of cash flows is
reconciled to the statements of financial position
as follows:
Cash and cash equivalents 164 56 11 10
164 56 11 10

(c) Non-cash financing and investing
activities
During the reporting period, the following
distribution payments were satisfied by the issue
of units under the distribution reinvestment plan 3,118 19,342 1,060 9,959

3,118 19,342 1,060 9,959

16 Events occurring after the reporting period

No significant events have occurred since the end of the reporting period which would impact on the financial
position of the Consolidated Entity disclosed in the statements of financial position as at 30 June 2010 or on the
results and cash flows of the Consolidated Entity for the reporting period ended on that date.

17 Contingent assets and liabilities and commitments

There are no outstanding contingent assets and liabilities or commitments as at 30 June 2010 and 30 June 2009.
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