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WHO IS IIR?

Independent Investment Research, “IIR”, is an independent investment research house based in Australia and the United States. IIR specialises in the analysis of high quality commissioned research for
Brokers, Family Offices and Fund Managers. IR distributes its research in Asia, United States and the Americas. IIR does not participate in any corporate or capital raising activity and therefore it does
not have any inherent bias that may result from research that is linked to any corporate/ capital raising activity.

IIR was established in 2004 under Aegis Equities Research Group of companies to provide investment research to a select group of retail and wholesale clients. Since March 2010, IIR (the Aegis Equities
business was sold to Morningstar) has operated independently from Aegis by former Aegis senior executives/shareholders to provide clients with unparalleled research that covers listed and unlisted
managed investments, listed companies, structured products, and IPOs.

IIR takes great pride in the quality and independence of our analysis, underpinned by high caliber staff and a transparent, proven and rigorous research methodology.

INDEPENDENCE OF RESEARCH ANALYSTS

Research analysts are not directly supervised by personnel from other areas of the Firm whose interests or functions may conflict with those of the research analysts. The evaluation and appraisal of research
analysts for purposes of career advancement, remuneration and promotion is structured so that non-research personnel do not exert inappropriate influence over analysts.

Supervision and reporting lines: Analysts who publish research reports are supervised by, and report to, Research Management. Research analysts do not report to, and are not supervised by, any sales
personnel nor do they have dealings with Sales personnel

Evaluation and remuneration: The remuneration of research analysts is determined on the basis of a number of factors, including quality, accuracy and value of research, productivity, experience, individual
reputation, and evaluations by investor clients.

INDEPENDENCE - ACTIVITIES OF ANALYSTS

IIR restricts research analysts from performing roles that could prejudice, or appear to prejudice, the independence of their research.

Pitches: Research analysts are not permitted to participate in sales pitches for corporate mandates on behalf of a Broker and are not permitted to prepare or review materials for those pitches. Pitch materials
by investor clients may not contain the promise of research coverage by IIR.

No promotion of issuers’ transactions: Research analysts may not be involved in promotional or marketing activities of an issuer of a relevant investment that would reasonably be construed as representing
the issuer. For this reason, analysts are not permitted to attend “road show" presentations by issuers that are corporate clients of the Firm relating to offerings of securities or any other investment banking
transaction from that our clients may undertake from time to time. Analysts may, however, observe road shows remotely, without asking questions, by video link or telephone in order to help ensure that they
have access to the same information as their investor clients.

Widely-attended conferences: Analysts are permitted to attend and speak at widely-attended conferences at which our firm has been invited to present our views. These widely-attended conferences may
include investor presentations by corporate clients of the Firm.

Other permitted activities: Analysts may be consulted by Firm sales personnel on matters such as market and industry trends, conditions and developments and the structuring, pricing and expected market
reception of securities offerings or other market operations. Analysts may also carry out preliminary due diligence and vetting of issuers that may be prospective research clients of ours.

INDUCEMENTS AND INAPPROPRIATE INFLUENCES
IR prohibits research analysts from soliciting or receiving any inducement in respect of their publication of research and restricts certain communications between research analysts and personnel from other
business areas within the Firm including management, which might be perceived to result in inappropriate influence on analysts’ views.

Remuneration and other benefits: [IR procedures prohibit analysts from accepting any remuneration or other benefit from an issuer or any other party in respect of the publication of research and from offering
or accepting any inducement (including the selective disclosure by an issuer of material information not generally available) for the publication of favourable research. These restrictions do not preclude the
acceptance of reasonable hospitality in accordance with the Firm's general policies on entertainment, gifts and corporate hospitality.

DISCLAIMER

This publication has been prepared by Independent Investment Research (Aust) Pty Limited trading as Independent Investment Research (“IIR”) (ABN 11 152 172 079), an corporate authorised representative of
Australian Financial Services Licensee (AFSL no. 410381. IR has been commissioned to prepare this independent research report (the “Report”) and will receive fees for its preparation. Each company specified
in the Report (the “Participants”) has provided IIR with information about its current activities. While the information contained in this publication has been prepared with all reasonable care from sources that IIR
believes are reliable, no responsibility or liability is accepted by IIR for any errors, omissions or misstatements however caused. In the event that updated or additional information is issued by the “Participants”,
subsequent to this publication, IR is under no obligation to provide further research unless commissioned to do so. Any opinions, forecasts or recommendations reflects the judgment and assumptions of IR as
at the date of publication and may change without notice. IR and each Participant in the Report, their officers, agents and employees exclude all liability whatsoever, in negligence or otherwise, for any loss
or damage relating to this document to the full extent permitted by law. This publication is not and should not be construed as, an offer to sell or the solicitation of an offer to purchase or subscribe for any
investment. Any opinion contained in the Report is unsolicited general information only. Neither IIR nor the Participants are aware that any recipient intends to rely on this Report or of the manner in which a
recipient intends to use it. In preparing our information, it is not possible to take into consideration the investment objectives, financial situation or particular needs of any individual recipient. Investors should
obtain individual financial advice from their investment advisor to determine whether opinions or recommendations (if any) contained in this publication are appropriate to their investment objectives, financial
situation or particular needs before acting on such opinions or recommendations. This report is intended for the residents of Australia. It is not intended for any person(s) who is resident of any other country. This
document does not constitute an offer of services in jurisdictions where IR or its affiliates do not have the necessary licenses. IIR and/or the Participant, their officers, employees or its related bodies corporate
may, from time to time hold positions in any securities included in this Report and may buy or sell such securities or engage in other transactions involving such securities. IR and the Participant, their directors
and associates declare that from time to time they may hold interests in and/or earn brokerage, fees or other benefits from the securities mentioned in this publication.

IIR, its officers, employees and its related bodies corporate have not and will not receive, whether directly or indirectly, any commission, fee, benefit or advantage, whether pecuniary or otherwise in connection
with making any statements and/or recommendation (if any), contained in this Report. IR discloses that from time to time it or its officers, employees and related bodies corporate may have an interest in the
securities, directly or indirectly, which are the subject of these statements and/or recommendations (if any) and may buy or sell securities in the companies mentioned in this publication; may affect transactions
which may not be consistent with the statements and/or recommendations (if any) in this publication; may have directorships in the companies mentioned in this publication; and/or may perform paid services
for the companies that are the subject of such statements and/or recommendations (if any).

However, under no circumstances has IIR been influenced, either directly or indirectly, in making any statements and/or recommendations (if any) contained in this Report. The information contained in this
publication must be read in conjunction with the Legal Notice that can be located at http://www.independentresearch.com.au/Public/Disclaimer.aspx. Readers of this report should have regard to our Financial
Services Guide (FSG). which can be accessed at https://independentresearch.com.au/wp-content/uploads/2022/09/I1R-Financial-Services-Guide-_September-2022.pdf.

THIS IS A COMMISSIONED RESEARCH REPORT.

The research process includes the following protocols to ensure independence is maintained at all times:

1) The research process has complete editorial independence from the company and this is included in the contract with the company;

2)  Our analyst has independence from the firm's management, as in, management/ sales team cannot influence the research in any way;

3)  Qurresearch does not provide a recommendation, in that, we do not provide a “Buy, Sell or Hold" on any stocks. This is left to the Adviser who knows their client and the individual portfolio of the client.

4) Our research process for valuation is usually more conservative than what is adopted in Broking firms in general sense. Our firm has a conservative bias on assumptions provided by management as
compared to Broking firms.

5)  All research mandates are settled upfront so as to remove any influence on ultimate report conclusion;

6)  All staff are not allowed to trade in any stock or accept stock options before, during and after (for a period of 6 weeks) the research process.

For more information regarding our services please refer to our website www.independentresearch.com.au.
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Note: This report is based on
information provided by the Manager
as at December 2022 and the
Information Memorandum dated June
2022. This report is for Wholesale
Investors Only.

Recommendeq

Key Investment Information

Name of Fund Capspace Private Debt Fund

Trustee Capspace Holdings Pty Ltd
Investment Manager Capspace Investments Pty Ltd
Investment Structure Unit Trust

Eligible Investors Wholesale Investors

Minimum Investment $50,000
FUM as at 31

December 2022 $47.21m
Target Distribution 8%p.a.
NAV & Unit Pricing

Valuation Annually
Distribution Monthly
Frequency

Issue Term Open-ended
Redemption Withdrawals will not be

processed for 6 months from
the date of the issue of units,
after which withdrawals will
be processed on at least 60
days written notice.

Offer Document Information Memorandum

Portfolio Overview as at 31 December 2022

Number of Active Loans 39
FUM $47.21m
Outstanding Loan Amount $43.36
Weighted Average Term to Maturity 12 months
Weighted Average LVR of Security 57%
Loans in Arrears 0.0%
Weighting of Top 5 Loans 39.29%

(outstanding amount)

Fees Commentary

Fees are paid by the borrower, not directly by
investors. Fees paid by borrowers differ for each
loan. At 31 December 2022, the portfolio had a
weighted average interest rate of 10.8%, which
suggests fees and expenses represent ~2.8%.

The investment opinion in this report is current as
at the date of publication. Investors and advisers
should be aware that over time the circumstances
of the issuer and/or product may change which
may affect our investment opinion.

Independent Investment Research

Capspace Private Debt Fund
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PRODUCT SUMMARY

The Capspace Private Debt Fund (the “Fund”) is a unit trust for wholesale, sophisticated

and professional investors that provides exposure to a portfolio of loans predominantly to
small and medium sized enterprises (SMEs) typically secured by real property. The Fund may
provide personal/consumer loans, however this has not been and is not expected to be a
prominent part of the portfolio. The Fund was established in September 2021 and therefore
has a limited track record. The Trustee of the Fund is Capspace Holdings Pty Ltd and the
Fund is managed by Capspace Investments Pty Ltd. Both the Trustee and the Manager

are operated by Capspace, an alternative debt provider targeting SME loans ranging from
$0.5m to $5m. Capspace was founded in 2018 and operated as a peerto-peer lender prior to
repositioning to a managed investment scheme in 2020.

The Fund seeks to provide investors a distribution yield of 8%p.a. with distributions paid on
a monthly basis. Distributions will reflect the net interest earned from the portfolio of loans
in any given month. Loans are short-term in nature with a maximum loan term of three
years and the Manager will seek to maintain a diversified portfolio comprising at least 20
loans. Up to 25% of the Fund can be allocated to a single loan. Loans made by the Fund
will typically be fully secured with real estate being provided as security in the majority of
cases. The Manager will accept both residential and commercial real estate as security for a
loan with a maximum LVR of 80% for residential property and a maximum LVR of 70% for
commercial property. Loans may be secured by only a General Security Agreement (GSA)
over all the assets of the borrower, however this is limited to a maximum of 10% of the total
investments of the Fund.

The Fund is open-ended with units able to be redeemed six months from the issue of units,
subject to 60 days written notice. Redemptions may be suspended at the discretion of the
Trustee. The NAV and unit price will be formally provided on an annual basis with unitholders
able to formally request a NAV and unit price throughout the year.

Fees are not paid directly by unitholders with the Manager receiving fees from the borrower.
The Manager is eligible for a performance fee of 20% (plus GST) of the increase in the NAV
over the prior year. The increase in NAV is only expected to result in the event of an equity
position taken as a result of loan structuring. The performance fee can be fully or partially paid
by the issue of units in the Fund or cash at the Manager’s discretion.

INVESTOR SUITABILITY

An investment in the Fund is suitable for those investors seeking a fixed income stream with
low capital volatility. Returns are expected to be primarily income and therefore investors
should not be seeking capital appreciation from an investment in the Fund. An investment

in the Fund is suitable as an addition to the fixed income component of a broader portfolio.
Given the illiquid nature of the underlying investments, the Fund offers limited liquidity

with redemptions not being processed for 6 months after the date of issue of units with
redemptions to be processed with 60 days written notice, thereafter. As such, investors
should not require ready access to the capital invested. The key risk associated with private
debt investments is default risk. Capital impairments may be incurred in the event of a default
by a borrower. To mitigate this risk, the Manager typically takes security over the loan amount
to cover the loan in the event of default. The Fund will only experience a capital impairment

in the event the loan amount cannot be fully recovered from the sale of the assets provided
as security. IR views an investment in the Fund to be at the higherend of the risk scale. The
increased risk is reflected by the target return of the Fund of 8%p.a. In the event interest rates
continue to increase, the risk-adjusted return offered by the Fund may become less attractive.
The target return can be changed at the discretion of the Trustee.

RECOMMENDATION

Independent Investment Research (IIR) has assigned the Capspace Private Debt Fund an
Investment Grade rating. The Fund has a limited track record and is the first fund issued
by the Manager. As such investors are exposed to the risks of a new fund. The founders
and directors of Capspace have extensive experience across banking, finance and property,
however, this is the first managed fund the Directors have operated. In it's short history, the
Fund has met its target return of 8%p.a., has met all liquidity requests in a timely manner
and has experienced no default events.
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SWOT ANALYSIS
Strengths

¢

The Fund offers a fixed annual return providing investors with a level of return certainty, subject
to the portfolio not experiencing any impairments which may impact its ability to meet the
target return.

The Manager nor the Fund has experienced any defaults to date. \We note that Capspace was
founded in 2018 and repositioned to a managed investment scheme in 2020 and therefore has
a short history as a private credit manager.

The security provided for loans made by the Fund has had a weighted average LVR ranging
from of 44% to 64% throughout its history with a weighted average LVR of 57% as at 31
December 2022. This means that property valuations will have to decline substantially for the
Manager not to be able to recover the loan amount in the event of default by a borrower.

The Manager will seek to maintain a portfolio of at least 20 loans, providing diversification
for investors and reducing the risk associated with a single loan. At 31 December 2022, the
portfolio comprised 39 loans, with the number of loans expected to continue to increase as
new capital is raised.

The Directors of the Trustee and the Manager are invested in the Fund alongside unitholders,
on the same terms as unitholders. This provides a strong alignment of interest with investors.

The Manager has been able to deploy capital raised in a timely manner which has resulted in
the cash drag having a minimal impact on the returns of the Fund.

The portfolio is diversified by industry meaning the portfolio is not exposed to the risk of a
downturn in a single industry.

The Trustee ensures new investors in the Fund are fully aware of the terms and conditions

of an investment in the Fund and that the Fund is a suitable investment given an investors
investment objectives. This reduces the risk of the Fund experiencing unexpected redemption
requests.

The Fund cannot invest in related party loans. This significantly reduces the conflicts of interest
associated with the Fund.

Weaknesses

¢

¢

While the founders and directors of Capspace have extensive experience across banking,
finance and property, this is the first managed fund the Directors have operated.

Capspace is a relatively new company, founded in 2018, and the Fund is in its infancy. In
addition to the limited track record, the Fund is the first fund issued by Capspace with
investors taking on the risk associated with a new fund.

The Fund has a flexible mandate with limited limitations for the portfolio construction. There
are no parameters regarding the allocation to personal loans nor parameters or limitations to a
particular industry, such as construction. While this provides the Manager flexibility and allows
for the Fund to service borrower needs, the lack of parameters makes it difficult for investors
to understand what they will ultimately be investing in and the level of risk associated with an
investment in the Fund.

There is limited independent oversight of the operations of the Manager of the Fund with
the Trustee and the Manager being operated by Capspace which is wholly owned by the four
Directors. We note the Fund is audited on an annual basis.

Opportunities

¢

The Fund provides the ability to access the SME debt market, which at present is dominated
by the banks. There are limited investment opportunities available for investors with a focus on
the target market of the Fund with the target market being too big for the small players and
too small for the larger players.

The Fund provides the opportunity to benefit from an attractive risk-adjusted return with

a target return of 8%p.a., and low capital volatility, subject to no impairments being
experienced. We note that the target return may not be achieved. The Fund has achieved the
target return to date.

Threats

¢

The Fund is small and has a concentrated unitholder base at present. Redemption by a
significant unitholder will likely have an adverse impact on the Fund with the potential for the
diversification of the portfolio to decline until new capital can be raised. We note the Manager
is actively seeking to grow the Fund and diversify the unitholder base.
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¢ Akey risk associated with an investment in private debt is the risk of default by a borrower
and the Fund not able to recover the full loan amount potentially resulting in investors
experiencing a capital impairment. The Manager seeks to reduce this risk through the
security provided by borrowers, with loans typically secured by real property, as well as a loan
assessment and approval process that seeks to ensure the borrower has the capacity to repay
the loan.

¢ The largest exposure in the portfolio as at 31 December 2022 was to construction loans.
Construction loans entail an added layer of risk and oversight to ensure the construction
process is running on time and to schedule and cost. These risks are mitigated to some extent
by the small size of the projects, the security and guarantees provided for the loans and the
structure of the loans with a clear exit plan in place prior to a loan being approved. There are
currently five construction loans in the portfolio, with LVRs on the security held ranging from
28% to 66%, providing significant downside protection to the property valuations.

¢ The Fund may take first and second mortgages as security for a loan. Second mortgages
entail a greater level of risk than first mortgages as the provider of the second mortgage sits
below the first mortgage provider in the capital stack. All but one of the loans in the portfolio
at 31 December 2022 had additional security and/or GSA in addition to the second mortgage.

¢ The Fund can borrow up to 25% of the NAV of the Fund to facilitate the timing of withdrawals
or additional or ongoing commitments to existing borrowers. The use of debt may adversely
impact the net returns to borrowers. \We note the Fund currently has no borrowings nor a
facility in place.

¢ The deteriorating economic backdrop has the potential to provide some challenges for
borrowers. Slowing growth and continued interest rates rises could result in increased
borrower stress and put further downward pressure on property valuations, resulting in an
increase of the LVR of security provided for loans.

PRODUCT OVERVIEW

The Capspace Private Debt Fund (the “Fund”) is a unit trust for wholesale, sophisticated and
professional investors that provides exposure to a portfolio of loans predominantly to small and
medium sized enterprises (SMEs), typically secured by real property. The Fund may provide
personal/consumer loans, however these loans have not and are not expected to be a prominent
part of the Fund.

The Fund was established in September 2021 and therefore has a limited track record. The Trustee
of the Fund is Capspace Holdings Pty Ltd and is managed by Capspace Investments Pty Ltd. Both
the Trustee and the Manager are operated by Capspace, an alternative debt provider with a focus
on SME loans ranging from $0.5m to $5m.

Loans are short-term in nature with a maximum loan term of three years (loans may be longer
with the approval of the Credit Committee) and will be made for a range of purposes including
scaling operations, acquisitions and construction. Loans made by the fund will typically be fully
secured with real estate being provided as security in the majority of cases. The Manager will
accept both residential and commercial real estate as security for a loan with a maximum LVR of
80% for residential property and a maximum LVR of 70% for commercial property. Loans may be
secured by only a General Security Agreement (GSA) over all the assets of the borrower, however
this is limited to a maximum of 10% of the total investments of the Fund.

The Fund may hold equity positions as a result of loan structuring. This will be dependent on the
circumstances of the loan and the assessment of the business. Equity may take the form of
common equity, warrants or options. The allocation to equity is not expected to be more than 5%
of the Fund's value at the time of the loan.

The Fund’s investment objective is to generate a net cash yield to investors of 8%p.a., paid

on a monthly basis. \We note there is no guarantee the Fund will achieve the return objective.
Distributions will be paid within 15 business days after the month-end. Returns will be
predominantly income with the potential for capital appreciation through any equity held as a
result of loan structuring. Equity is expected to only be a small portion of the Fund and investors
should not make an investment in the Fund based on the expectation of capital appreciation.

Redemption requests will not be processed for six months from the date of the issue of units.
Redemptions will be processed on at least 60 days written notice thereafter. The Trustee will
seek to meet redemption requests as quickly as possible with the timeliness of redemptions
dependent on the amount of cash holdings of the Fund as well as the loan term of active loans
in the portfolio. The weighted average loan term of the Fund has been 12 months or less since
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inception. Redemptions can be suspended at the Trustee'’s discretion. The NAV and unit price will
be formally calculated on an annual basis with unitholders able to formally request a NAV and
unit price throughout the year.

Investors will not pay fees directly to the Manager with the Manager receiving fees from
borrowers. The Manager is eligible for a performance fee of 20% (plus GST) of any increase in
the NAV of the Fund over the prior year. The increase in NAV is only expected to result from an
increase in the value of any equity held by the Fund. The performance fee can be fully or partially
paid by the issue of units in the Fund or cash. The nature of the payment will be at the discretion
of the Manager, however will likely be determined by the liquidity of the Fund at the time a
performance fee is scheduled to be paid.

The Fund does not intend to borrow as a core part of managing the Fund, however the Fund may
borrow up to 25% of the NAV of the Fund to facilitate redemptions and ongoing or additional
commitments to existing borrowers if the Manager deems borrowing necessary and in the best
interests of the Fund. We note that the Fund does not currently have a debt facility with the
Manager seeking to organise a debt facility when they are of a size where attractive financing
terms can be obtained. The use of debt will enable the Manager to grow the size of the Fund in
the event capital cannot be sourced in a timely manner, however the interest repayments may
adversely impact the net return to investors.

TRUSTEE & INVESTMENT MANAGER

The Trustee of the Fund is Capspace Holdings Pty Ltd and the Fund is managed by Capspace
Investments Pty Ltd. Both the Trustee and the Manager are operated by Capspace. Capspace
was founded in 2018 by John Encina, Julio Labraga and Daniel Dusevic before being repositioned
in 2020 from a peer to peer lending structure to a managed investment scheme. Capspace is
100% owned by the family trusts associated with the four Directors, with ownership equally split
at 25% each.

Capspace was established to meet what the founders saw as a gap in the market for small

and medium sized enterprises (SMEs) to access capital. More than 95% of loans to SMEs are
provided by banks with limited alternatives available to SMEs. The target market of $0.5m to
$5m is considered to be a market that is too large for the small alternative fintech lenders and
too small for the larger alternative lenders. Capspace seeks to provide a fast, flexible solution to
SMEs who are unable to secure a loan from a bank due to restrictive credit requirements or the
loan is unable to be attained in a timely manner.

Capspace Directors

Name Role Independent Years at Capspace  Years in Industry
Tim Keith Managing Director Non-Independent 3 23
John Encina Director Non-Independent 5 25
Julio Labraga Director Non-Independent 5 23
Daniel Dusevic Director Non-Independent 5 16

Investment team

The business is relatively new with Capspace commencing operations as a managed investment
scheme in 2020 and this being the first Fund issued by the company. Reflecting this, the
investment team is small, comprising six professionals, four of which are the Directors of
Capspace. The Manager will seek to grow the investment team as required.

The investment team have a significant amount of experience across banking, finance and
property, however this is the first managed fund that a large majority of the team have been
involved in. Not included in the below table is the General Counsel, Sarina Roppolo, who is a
Partner at Kardos Scanlan. Sarina provides advice and Kardos Scanlan provide legal services to
the Fund regarding loan and security documentation as well as advice on loan structuring.

Name Position Ex& ir;::)ce
Tim Keith Managing Director 23
John Encina Director, Head of Borrower Qrigination 25
Julio Labraga Director, Head of Business Development 23

Independent Investment Research %{MB%EENQENTH
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Daniel Dusevic Director, Head of Investor Qrigination 16
Paul Saba Broker Engagement 10
Lea-Anne Warren Operations Manager 15
¢ Tim Keith - Managing Director: Tim was formerly the Managing Director of Global Market

Sales at National Australia Bank Limited (NAB). Tim has significant experience & expertise
in banking and corporate governance. Tim is the Chair of the Credit Committee and is
responsible for Fund strategy, governance, risk management, portfolio management and
investment decisions.

John Encina - Director, Head of Borrower Origination: John is a founder of Capspace and
is also currently a Director of Experity Capital, a broker co-operative that has a loan book of
commercial and SME borrowers in excess of $1b. John previously held the roles of Director
at Macquarie Commercial Finance, Senior Relationship Manager and Senior Credit Analyst at
Westpac Banking Corporation.

Julio Labraga - Director, Head of Business Development: Julio is a founder of Capspace
and is responsible for the positioning and growth of the Fund with his responsibilities
extending to marketing, branding, client engagement, business development, M&A
opportunities and execution of the marketing plan. Julio is also currently a Director at Experity
Capital. Julio was the founder and Director of BuyerX Sydney, a property buyers’ agency that
assisted people buying property in Sydney. Julio has significant experience in the mortgage
broking industry, previously a Director at Property Solutions and Two Lands Pty Ltd and
Exception Pty Ltd working to grow the mortgage origination businesses.

Daniel Dusevic - Director, Head of Investor Origination: Daniel is a founder of Capspace.
Daniel specialises in property, fintech and emerging markets. Daniel is also currently a
Director at Experity Capital. Prior to joining Experity Capital Daniel worked for a number of
years at both Macquarie and Goldman Sachs in a number of roles including: (i) a Business
Development Manager, responsible for supporting and advising Finance Brokers on
compliance, credit risk assessment, credit policy, loan structuring, financial analysis and
serviceability assessment; (i) Private Wealth Analyst, responsible for managing the day-to-day
management of relationship with Private Wealth clients and financial advisors, compliance
and operations managers; and (iii) Mortgage Advisor, responsible for reviewing credit risk and
providing residential loan advice.

Paul Saba - Broker Engagement: Paul has 10 years experience as a commercial loan

broker. Prior to joining Capspace, Paul worked at Finance and Systems Technology (FAST),

an aggregator in commercial and asset finance. Paul's responsibilities included developing

and managing a portfolio of finance brokers and lender partners on behalf of FAST. Paul also
worked as a National Business Development Manager at Advantedge Financial Services
responsible for managing a portfolio of mortgage managers who supported brokers via
aggregator or direct channels as well as those who liaise directly via online and retail channels.

Lea-Anne Warren - Operations Manager: Lea-Anne has 15 years experience in banking
operations. Lea-Anne is responsible for managing the operations of the Fund including
technology, processes, systems and back office support. Prior to joining the Manager, Lea-
Anne was a Consultant at Athena Consulting, focused on communications and change
management for private and public sector organisations. Lea-Anne has also worked as a
Project Manager at Tesco Bank and Morgan Stanley & Discover.

Credit Committee

The Credit Committee meets on a weekly basis and as required if more urgent approvals are
required. All loans must be formally approved by the Credit Committee. Loans must receive

a unanimous agreement of all Voting Members for the Fund to be able to invest. The General
Counsel, which is an external law firm retained by the Fund, will be at the Credit Committee
meetings upon request.

Credit Committee

Name Position Independent Credit Committee Role
Tim Keith Managing Director Non-Independent Chair, Voting Member
John Encina Director, Borrower Originations Non-Independent Voting Member

Daniel Dusevic Director, Investor Originations Non-Independent \loting Member
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Julio Labraga Director, Business Development Non-Independent Voting Member
Advisory Member (does

Sarina Roppolo General Counsel Non-Independent not attend all committee
meetings)

LOAN ASSESSMENT & MANAGEMENT PROCESS

An overview of the loan assessment and management process is provided in the below graphic.
The process involves five stages, details of which are provided below.

Loan Assessment Process

Origination/Application | Assessment

Management of Loan DE— Loan Documentation

Repayment of Loan

1) Origination/Application

The Manager originates loans from its broker network. Initially the primary broker network used for
the origination of loans was Experity Capital, which has over 4,000 clients and $1b in loans under
administration. John Encina, Julio Labraga and Daniel Dusevic are all currently Directors at Experity
Capital, with the three Directors founding Capspace after identifying a gap in the market through
their work together at Experity Capital. The broker network has expanded with the Manager now
having more than 20 member brokers. Brokers can apply to become a member network. The larger
the broker network the more loan opportunities that are accessible by the Manager.

The use of brokers as opposed to direct origination means the initial due diligence is done by
the broker before the opportunity is presented to the Manager. The Manager tells the brokers
the types of loans they are looking for and the brokers will submit applications based on the loan
application template provided.

John Encina and Paul Saba are in charge of origination and broker engagement with John reviewing
all applications made by the broker network. Those loans that meet the criteria and are deemed
appropriate after an initial review are submitted to the Credit Committee for assessment.

2) Loan Assessment

Loans submitted to the Credit Committee undergo a more detailed assessment to determine if the
loan meets the criteria for addition to the Fund. The assessment will include an assessment of the
borrower’s ability to service the loan by reviewing the applicants income, credit rating, character,
industry, real estate proposed as security and other forms of security as required. WWhen assessing
an application there are six central questions that must be answered to the Credit Committee’s
satisfaction:

1) Benefit - Is there an economic benefit to the borrower?
2) Security - Does the applicant provide suitable supporting security?

3) Valuation - Does the Manager's valuation of the real assets proposed as security and other
forms of security support the applicant’s estimate of security value?

4) LVR - Is the loan within the Fund's maximum LVR limit for the security?
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5) Policies - Does the application comply with the Manager’s established Lending Policy, Risk
Management Policy and Related Party Transactions Policy?

6) Exit - Does the application have a defined and reasonable strategy for repayment of the loan?

Approval of a loan for inclusion in the portfolio requires unanimous approval by the Credit
Committee. If approved the terms of the loan will be finalised and loan documentation organised.

Security Requirements

The Fund is predominantly secured with the Fund able to provide unsecured loans up to 10% of the
value of the Fund.

The Fund will hold as security:

¢ Registered Property - a 1st or 2nd registered mortgage, or a registered caveat in respect of an
unregistered mortgage, over real estate; and

¢ Guarantee - a personal guarantee where the borrower is an individual or director’s guarantees
where the borrower is a body corporate (including acting as a trustee of a trust).

Where deemed appropriate, the Manager may also take the following additional security:

¢ Priority - a Deed of Priority from the 1st mortgagee, where relevant;

¢ General Security Agreement - a general security interest over all personal and after-acquired
property (other than real estate) of the borrower; and

¢ Specific Security - a specific security interest over specific high value assets of the borrower,
such as motor vehicles, boats, aircraft and the like.

With respect to the valuation of assets provided as security, the Manager will typically commission

a licensed external valuer from its panel of valuers to prepare a valuation report. There may be some
occasions that the Manager will produce its own internal valuation of real estate offered as security,
however this is not common practice and only for loans with small face values.

The Manager will accept real estate zoned residential or commercial as security for a loan. The
maximum LVR for a for residential property will generally be 80%, while a maximum LVR of 70%
will generally be applicable for commercial property. Of the loans in the portfolio secured by real
estate at 31 December 2022, there was one loan secured by residential property with an LVR of
more than 80% and one loan secured by commercial property with a LVR of more than 70%.

The Manager will not accept property that is:

¢ Inaflood prone area or otherwise environmentally affected,;
¢ Has a building area of less than 100m?,
¢ Is zoned rural or rural residential.

3) Loan Documentation

Once a loan is approved by the Credit Committee a Letter of Offer is sent to the borrower for
approval of the terms. If the borrower wants to proceed with the loan, the loan documentation is
finalised and funds are advanced to the borrower.

The Manager employs external lawyers who are responsible for all loan and security
documentation.

As part of the approval process, the Credit Committee determines the pricing of the loan based on
a number of risk factors. There are some pricing guidelines that the Manager will follow. The broad
guidelines are provided below, however the actual loan pricing is at the discretion of the Credit

Committee.
Loan Type Annual Interest Rate
1st mortgage and/or caveat 8%-12%
2nd mortgage and/or caveat 12%-24%
Default Rate 24%+

Interest payments by the borrower may be paid on a monthly basis in arrears, capitalised or prepaid,
depending on the borrower and the rationale for the loan. For example, a loan to acquire equipment
may be paid monthly in arrears, while a construction loan may have prepaid or capitalised interest
given the nature of the construction process.
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5) Loan Management

Once a loan is made, the Manager is responsible for the day to day management of the loan.
The Credit Committee meet at least weekly to review new applications. The portfolio is formally
reviewed on a monthly basis.

6) Repayment of Loan

The final step in the process is the repayment of the loan. Once the loan is repaid the transaction is
complete and the capital is redeployed to another loan.

In the event the loan is not repaid or the borrower is in breach of the loan agreement, the Manager
will begin the loan recovery process. The Manager will seek to work with the borrower where
possible to assist with the repayment of the loan however in the event the loan repayment is past
due the Manager will engage external lawyers to manage the loan recovery process and sale of
the assets provided as security, where applicable, to recover the loan amount.

Portfolio Construction

The Fund has some guidelines and limitations for loans in the Fund, which the Manager must take
into consideration when assessing a loan application. The Fund can have a maximum 25% of the
Fund allocated to a single loan to ensure a minimum level of diversification in the portfolio. The
Manager will seek to have at least 20 loans in the portfolio to further ensure there is sufficient
diversification in the portfolio. Loan terms will typically not be more than three years, however loan
terms can be greater where Credit Committee approval has been received.

Investment Guidelines

Target Loan Size $0.5m-$5m
Allocation to a Singe Loan Maximum 25% of NAV

Seek to have more than 20 loans in the

Number of Loans portfolio

3 years (although longer term is possible

DU S L) with Credit Committee approval)

Target Asset Allocation:

Loans 90%
Equity 5%
Cash 5%
Unsecured Loans Up to 10% of total investments
PORTFOLIO

As at the 31 December 2022, the portfolio had 39 active loans with a total outstanding value

of $43.36m. The Fund has raised $47.21m with the portfolio having a weighted average term to
maturity of 12 months and a weighted average LVR of real estate provided as security of 57%. The
longest term of an outstanding loan is 24 months.

Portfolio Overview as at 31 December 2022

Number of Active Loans 39
FUM $47.21m
Outstanding Loan Amount $43.36
Weighted Average Term 12 months
Weighted Average LVR of Security 57%
Loans in Arrears 0.0%
Weighting of Top 5 Loans 39.2%*

*Based on total outstanding loan amount.

The number of loans in the portfolio has grown at a steady rate since the inception of the Fund
with the portfolio comprising 39 loans with an outstanding value of $43.36m as at 31 December
2022. lIR expects the number of loans in the portfolio to continue to grow as additional capital is
raised.
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Number & Outstanding Amount of Loans (as at 31 December 2022)
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As at 31 December 2022, the Fund had grown to $4721m with 47.21m units on issue at $1.00 per
unit. The Fund is open-ended with units being issued upon application. With open-ended funds that
invest in private credit, cash flow management is important as excess cash can be a drag on the
performance of the Fund if it sits unallocated. To date the Manager has been able to invest cash

in a timely manner. The Manager has a strong pipeline of loans and is therefore expecting to be
able to continue to deploy capital raised in a timely manner. There have been a few months where
redemptions have been larger than units issued which has resulted in a decline in FUM, however

the decline has been short-term with the FUM growing the following month. The Trustee has been
able to meet redemption requests promptly thus far.

FUM Growth & Cash

$50,000,000
$45,000,000
$40,000,000
$35,000,000
$30,000,000
$25,000,000
$20,000,000
$15,000,000
$10,000,000

$5,000,000

S-

Sep-21
Oct-21
Nov-21
Dec-21
Jan-22
Feb-22
Mar-22
Apr-22
May-22
Jun-22
Jul-22
Aug-22
Sep-22
Oct-22
Nov-22
Dec-22

HFUM ® Cash

Loans are short-term in nature with a maximum loan term of 3 years. The portfolio has had a

weighted average term to maturity of 12 months or less over its history with a weighted average
term to maturity of 12 months as at 31 December 2022.
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Weighted Average Term to Maturity
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The Fund is expected to be predominantly exposed to commercial/business loans, however the
Fund can provide consumer/personal loans at its discretion. As at 31 December 2022, the Fund
comprised two consumer/personal loans, which accounted for only a small portion of the portfolio.

Commercial/Business vs. Personal Loans (as at 31 December 2022)

1.0%

m Commercial/Business
= Personal
99.0%

The Fund’s portfolio is diversified by industry as highlighted in the below table. The Fund will lend
to commercial borrowers across a range of industries, with capital used for a variety of reasons. At
31 December 2022, the portfolio was heavily weighted to Construction and Property Development
loans with 46.6% of the portfolio allocated to these two loan types. Given the Fund intends to
focus on loan sizes from $0.5m to $56m, the Fund is not expected to fund large construction and
property development projects. There are additional risks associated with construction projects
including delays and increased costs. All construction loans in the portfolio as at 31 December
2022 have conservative LVRs ranging from 28% to 66%, providing significant downside protection
to the property valuations. In addition to property as security for these loans, the Fund also has

a GSA and Director security. In the majority of cases borrowers also have other non-construction
related income and security.

Industry Allocation (as at 31 December 2022)
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Building 3.0%
Childcare 8.6%
Cleaning Services 0.3%
Construction 31.0%
Eco Tourism 5.3%
Fuel Distribution 1.2%
Fund Management 7.8%
Hospitality 10.1%
Investment 1.6%
Mechanical 0.3%
Mining Services 1.9%
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Industry Allocation (as at 31 December 2022)

Mortgage Broking 1.2%
Other Services 6.1%
Pet Boarding 1.4%
Pharmacy 1.4%
Professional Services 0.1%
Property Development 15.6%
Property Services 0.3%
Retail 0.5%
Technology 2.2%
Security

The Manger will often take real estate assets as security for a loan. As at 31 December 2022,
90.3% of the outstanding loan amount of the Fund was secured by property. Residential property
is the most common property type used for security with commercial property also provided as
security. The Manager may take equity as security as opposed to property. As at 31 December
2022, shares/units in a company/fund were provided as security for two loans which represented
5.8% of the total outstanding loan amount.

The Fund may hold equity positions as a result of loan structuring, for example a loan may be
structured as a convertible note whereby the debt converts into a predetermined amount of equity
in a business. Equity is not expected to represent more than 5% of the Fund'’s value at the time

of loan. The Fund currently has no equity-like loan structures. The value of equity may increase or
decrease in value over time. As such in the event the Fund comprises equity, any change in the
value of the units will be reflected in the NAV and the unit price.

The majority of loans made by the Fund are expected to be secured, however, the Manager may
make unsecured loans at its discretion. Some loans may be fully unsecured, while others will be
secured by General Security Agreement (GSAs) with some loans also secured by an unregistered
2nd mortgage on a property. Unsecured loans entail a greater level of risk, however can generate
additional return for investors. At 31 December 2022, 4.0% of the outstanding loan amount was to
unsecured loans. All unsecured loans were less than $600,000 and therefore not a significant part
of the portfolio. The portfolio can have a maximum of 10% of the portfolio allocated to unsecured
loans, however there are no limitations regarding the maximum size of unsecured loans, therefore
one unsecured loan could theoretically account for 10% of the portfolio.

Security Type (as at 31 December 2022)

Share/Units, No Security, 4.0%
5.8%

Commercial
Property, 24.4%

Residential
Property, 65.9%

The below shows the historical weighted average LVR of the security of the portfolio. The LVR of
security has been conservative with a maximum weighted average LVR of 64%. The conservative
LVR means the value of the security will have to fall significantly for the Fund not to be able to
recoup the outstanding loan amount in the event of default While the weighted average LVR has
been conservative, as detailed above, there are some loans where no security is provided and
some are secured by second mortgages. The risks associated with each loan differs.
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Historical Weighted Average LVR of Security
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PERFORMANCE ANALYTICS

Returns will be largely income in nature with the unit price expected to revert back to $1.00 once
the net interest earned during the month has been distributed. The unit price may increase in value
based on the value of any equity taken as security for loans.

The unit price may fall below $1.00 in the event the Manager is unable to recoup the loan amount
in the event of a default on a loan or in the event there are arrears from the portfolio. The unit price
has consistently been at $1.00 to date, reflecting no defaults and no arrears in the Fund.

The Fund has a target distribution of 8%p.a, which the Fund has delivered on to date. The target
distribution yield is fixed. In the event of further interest rate rises the attractiveness of the return
may decline.

Historical Unit Price & Annualised Distribution Yield
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APPENDIX A - RATINGS PROCESS

Independent Investment Research Pty Ltd “lIR” rating system

IIR has developed a framework for rating investment product offerings in Australia. Our
review process gives consideration to a broad number of qualitative and quantitative
factors. Essentially, the evaluation process includes the following key factors: management
and underlying portfolio construction; investment management, product structure, risk
management, experience and performance; fees, risks and likely outcomes.

LMI Ratings SCORE

Highly Recommended 83 and ahove

Recommendeq

Q\(,o@ ”900/% This is the highest rating provided by IR, indicating this is a best
%%@“ %&0 of breed product that has exceeded the requirements of our review
N x . .
D 5 process across a number of key evaluation parameters and achieved
§$ % exceptionally high scores in a number of categories. The product
g
g
i)
£
2

provides a highly attractive risk/return trade-off. The Fund is likely
Recommended + 79-83

effectively to apply industry best practice to manage endogenous risk

3
& factors, and, to the extent that it can, exogenous risk factors.

This rating indicates that IIR believes this is a superior grade product
that has exceeded the requirements of our review process across a
number of key evaluation parameters and achieved high scores in a
number of categories. In addition, the product rates highly on one or
two attributes in our key criteria. It has an above-average risk/return

PA
> &
g % trade-off and should be able consistently to generate above average
§ S risk-adjusted returns in line with stated investment objectives. The

Recommendeq

Fund should be in a position effectively to manage endogenous risk
factors, and, to the extent that it can, exogenous risk factors. This
should result in returns that reflect the expected level of risk.

2
El
3
2
5
a

Recommended 70-79

pecommendeq

a0
o o . .
\&Q\ & This rating indicates that IIR believes this is an above-average grade
¢ product that has exceeded the minimum requirements of our review
3 process across a number of key evaluation parameters. It has an

above-average risk/return trade-off and should be able to consistently
generate above-average risk adjusted returns in line with stated
investment objectives.

Investment Grade 60-70
Recommendeq

This rating indicates that IR believes this is an average grade product
that has exceeded the minimum requirements of our review process
across a number of key evaluation parameters. It has an average risk/
return trade-off and should be able to consistently generate average
risk adjusted returns in line with stated investment objectives.

Not Recommended <60

Recommendeq

This rating indicates that IIR believes that despite the product’s
merits and attributes, it has failed to meet the minimum aggregate
requirements of our review process across a number of key
evaluation parameters. While this is a product below the minimum

Rep, on,

S
§ rating to be considered Investment Grade, this does not mean the
5 product is without merit. Funds in this category are considered to be
& susceptible to high risks that are not reflected by the projected return.
= Performance volatility, particularly on the down-side, is likely.
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APPENDIX B - MANAGED INVESTMENTS COVERAGE

The below graphic details the spread of ratings for managed investments rated by
Independent Investment Research (IIR). The managed investments represented below
include listed and unlisted managed funds, fund of funds, exchange traded funds and model

Independent Investment Research

portfolios.
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20%
13.1%
10% - 8.0%
—
0% -+ — T T T T )
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DISCLAIMER

(a) Disclaimer

The information, reports, financial models, forecasts, strategies, audio
broadcasts and other media (referred to as “Content” throughout this
Legal Notice), provided on this web site has been prepared and issued
by Altavista Research Pty Ltd trading as Independent Investment
Research “IIR" Independent Investment Research Holdings Pty Ltd
(ACN 155 226 074), as authorised to publish research under an Australian
Financial Securities Licence (AFSL No 420170) which allows Independent
Investment Research to offer financial service advice to retail and wholesale
clients. Users of this web site should not act on any Content without first
seeking professional advice. Whilst the Content contained on this web
site has been prepared with all reasonable care from sources which we
believe are reliable, no responsibility or liability is accepted by Independent
Investment Research, for any errors or omissions or misstatements
however caused. Any opinions, forecasts or recommendations reflect our
judgement and assumptions at the date of publication or broadcast and
may change without notice. Content on this web site is not and should not
be construed as an offer to sell or the solicitation of an offer to purchase or
subscribe for any investment. We are not aware that any user intends to
rely on the Content provided or of the manner in which a user intends to
use it. In preparing our Content it is not possible to take into consideration
the investment objectives, financial situation or particular needs of any
individual user.

Access by any user to this website does not create a client relationship
between Independent Investment Research and the user. Users seeking
to invest must obtain individual financial advice to determine whether
recommendations are appropriate to their investment objectives,
personal financial situation or particular needs, before acting on any
recommendations. Any Content is not for public circulation or reproduction,
whether in whole or in part and is not to be disclosed to any person other
than the intended user, without the prior written consent of Independent
Investment Research.

(b) Disclosure of Interest
General

Independent Investment Research, its officers, employees, consultants
and its related bodies corporate have not and will not receive, whether
directly or indirectly: any commission; fee; benefit; or advantage, whether
pecuniary or otherwise, in connection with making any recommendation
contained on this web site. Independent Investment Research, discloses
that from time to time, it or its officers, employees and its related bodies
corporate: may have an interest in the securities, directly or indirectly, which
are the subject of these recommendations; may buy or sell securities in
the companies mentioned in the Content; may effect transactions which
may not be consistent with the recommendations in the Content; may
have directorships in the companies mentioned in the Content; and/
or perform paid services for the companies that are the subject of such
recommendations.

However, under no circumstances, has Independent Investment
Research been influenced, either directly or indirectly, in making any
recommendations contained on this web site.

Corporate Research

Independent Investment Research has or may have, received a fee
either directly by a company itself or by a third party, to provide coverage
and/or corporate research (the “Fee”). Where a Fee has been received,
Independent Investment Research does not publish:

Buy / Hold / Sell recommendations for the security or managed
investment schemes.

(c) Copyright Protection

All Content at this web site is protected by copyright. Apart from any use
permitted under the Copyright Act (Cth) 1968, you must not copy, frame,
modify, transmit or distribute the material at this web site, without seeking
the prior written consent of the copyright owner. Content on this web site
is owned by the business Independent Investment Research. Users are
prohibited from copying, distributing, transmitting, displaying, publishing,
selling, licensing, creating derivative works or using any content on the
web site for commercial or public purposes

Copyright 2010 Independent Investment Research. All rights reserved.

(d) Trade Marks

The trade marks and logos displayed on this web site belong to Independent
Investment Research or other parties. Such trade marks include registered
trade marks and trade marks pending registration. Users are prohibited
from using any of these trade marks, without seeking the prior written
consent of IIR or such third party, which may own the trade mark content
on this web site.

(e) Limitation of Liability

To the fullest extent permitted by the law, Independent Investment
Research and any of its officers, employees, agents, consultants or related
bodies corporate disclaim any liability, whether based in contract, tort, strict
liability or otherwise, for any direct, indirect, incidental, consequential or
special damages arising out of or in any way connected with the use of any
Content made available on this web site by any person or entity.

(f) No Warranties

Independent Investment Research does not make any claims, promises,
guarantees, representations or warranties regarding the accuracy,
completeness or fitness for purpose of the Content made available on this
web site. All information on this web site is provided to you on an as is
basis, without warranty of any kind either express or implied. To the extent
that research can be provided by third parties, Independent Investment
Research makes no warranty or representation as to the accuracy or
completeness of such information displayed on this site, and accepts no
liability for errors or omissions arising from such third party information.
To the fullest extent permitted by law, under no circumstances will
Independent Investment Research be liable for any loss or damage caused
by users reliance upon information obtained through this web site. It is
the responsibility of the user to evaluate the accuracy, completeness or
usefulness of any information, opinion, general advice or other content
made available through this web site. Furthermore, Independent
Investment Research does not warrant or represent that this web site
is error free or free from viruses or defects. A user must do all that is
necessary (including using virus checking software) to satisfy itself that
accessing this website will not adversely affect its system.

For further information, please contact lIR at: client.services@
independentresearch.com.au
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