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Monthly Update
Positively affecting the unit price during the month of October was the 2.74% net increase across the portfolio in the total book value of Bridge Seniors II
Investment assets recorded for Q3. Negatively affecting the unit price during the month of October was the 3.97% increase in the value of the Australian
dollar against the US dollar from US$0.7224 to US$0.7511. The Fund does not hedge currency exposure.
The Unit Price reflects the Q3 Underlying Fund Net Asset Values as at 30 September 2021.
Please see on the following pages a detailed Q3 Investor Letter and Chief Investment Officer report for the Underlying Fund.

Performance (Net of Fees)*
Ordinary Unit Class as at 31 October 2021
Based upon underlying fund data as at 30 September 2021

1 month

-1.45%

3 months

4.56%

6 months

13.84%

1 year

6.65%

3 years
(p.a)
3.02%

Inception
(p.a.)
2.30%

TVPI1

1.1629

Unit Price Movement Breakdown
Underlying investments
(incl. cash & distributions)
Foreign exchange
Fees and expenses
Total Movement

Unit Price as at 31 October 2021
Unit price (excluding FITOs)

$1.3635

Est. FITOs

$0.0037

Unit price plus est. FITOs

$1.3672

Asset Allocation as at 31 October 2021

2.43%

Cash AUD

-3.81%
-0.07%
-1.45%

Cash USD
Investments USD

0.51%
6.97%
92.52%

1

TVPI – is the “Total Value Paid In” ratio and is, according to the Institutional Limited Partners Association (ILPA) perhaps the best available measure of performance before the end of a (closed-ended)
fund's life. TVPI is the total estimated value of the fund's investments, both distributions received plus the value of the remaining investments in the fund, divided by the amount of capital paid into the fund
to date. For the purposes of calculating TVPI Spire capital includes the value of any Foreign Income Tax Offsets in the value of distributions received. This ratio has other names, including Multiple of
Investment Capital (MOIC) and the Return on Invested Capital (ROIC).

Growth of AU$100,000 Investment*

*Past performance is not an indicator of future performance.
Performance and Growth table and chart are based on an investment made at the Fund’s first issuance of units in 3rd March 2017 at $1.3220 per unit and includes Unit Price
growth from commencement of NAV based unit pricing following completion of capital raising in November 2017. Unit Price and performance do not include the value of Foreign
Income Tax Offsets (FITOs) which have been distributed in addition to cash. Individual investor performance will vary according to the Application Price at which they were
issued Units in the Fund, which in turn was based upon the AUD / USD exchange rate applicable on the day that an investment is accepted.
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Distribution CPU

Fund Overview
The Fund was established in 2017 and acts as an unhedged Australian feeder fund into the assets of Bridge Seniors Housing & Medical Properties Fund
II LP (“Bridge Seniors II”). Bridge Seniors II is a US$2.0 billion (equity) “buy, fix, sell” private equity real estate fund, investing in value-add US seniors
housing and medical properties. The Fund has a US$49.5 million capital commitment to Bridge Seniors II, of which 93% has now been called and invested.
The Fund owns a 6.21% share of a diversified current portfolio of 54 separate seniors housing assets located across 19 US states, providing a total of
6,300 seniors housing units. Bridge Seniors II’s Investment Period will run until January 2020, during which the investment portfolio will continue to be
aggregated. After this date Bridge Seniors II’s Harvest Period will commence, during which portfolio assets will be sold, most likely via a portfolio sale,
when the portfolio has been stabilised and value has been maximised.
Bridge’s subsidiary fund management companies are registered investment advisers with approximately $25 billion of AUM. The principals of Bridge have
been investing in real estate for 27 years and have experienced success in the multifamily, commercial office, seniors housing and CRE-backed fixedincome sectors. Bridge’s subsidiaries manage private equity funds, separately managed accounts, co-investments, and joint ventures. A vertically
integrated real estate platform, Bridge and its affiliates employ over 4,000 people across 23 states and 50 metropolitan statistical areas. In 2020, Bridge
was again named a Top 50 Private Equity Real Estate firm by PERE, a leading industry publication, moving up to #17 in the rankings. Bridge and its
affiliates manage approximately 40,000 multifamily housing units, 12,500 senior housing units and about 14.4 million square feet of commercial office
space.
_________________________________________________________________________________________________________________________

Fund Details
Fund Size (AUDm):

$68.94m

Fund Manager:

Spire Capital Pty Limited

Unit Price:

$1.3635

Investment Manager:

Bridge Investment Group, LLC

APIR Code:

ETL1507AU

Responsible Entity:

Equity Trustees Limited

Commencement:

17 February 2017

Base Management Fee:

0.60% p.a. x NAV

Application Status:

CLOSED

Underlying Fees:

2% of committed equity

Liquidity:

Nil - Closed-ended fund

Distribution Frequency:

Annually as at 30 June

Underlying Performance
Fee:
Zenith Research
Rating:

20% of realised profits after an 8%
preferred return is paid to Limited Partners.
Recommended
(Original rating, now lapsed as closed)
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Q3 2021 Investor Letter from Bridge Investment Group
Note: All dollar amount and performance returns quoted are US Dollar denominated.
Thank you for your support of Bridge Seniors II Funds (“Bridge Seniors II” or the “Partnerships”). We are pleased to share with you the CIO Quarterly
Report for the period ending September 30, 2021.

FUND PERFORMANCE SUMMARY
As of the end of the third quarter, Bridge Seniors II has achieved a 10.4% fund IRR (gross of all fees), 6.9% fund IRR (gross of carried interest), and 6.9%
fund IRR (net of all fees), resulting in a 1.28x gross MOIC and a 1.18x net MOIC. This quarter’s valuation considers that our portfolio, and the market as
a whole, is in recovery mode and we anticipate increased capital appreciation as the recovery continues. Meanwhile, we have made significant strides
toward mitigating the impacts of the pandemic such that Bridge Seniors II Funds have maintained a relatively steady dividend through the six quarters
impacted by COVID. As of quarter end, Bridge Seniors II Funds have produced an annualized current income yield of 5.9% year to date (“YTD”) and 5.7%
inception to date (“ITD”) gross of fees and expenses. These current income figures are representative of our average investor’s returns, generated from
the Fund’s investments and distributed to investors from a YTD and ITD basis, but individual investor returns may vary. The percentages represent an
annualized cash‐on‐cash yield based on the weighted average of invested capital held over each respective period during which the income was generated
by the Fund’s investments and are gross of fund‐ level expenses and fees withheld from distributions. Investors should note that the balance sheet and
leverage position remain healthy, and Bridge Seniors II has adequate cash reserves, prudent leverage of 61% LTC and a 2.5x debt service coverage
ratio. We believe the current balance sheet and expected strong cash flow will allow us to continue to operate the Fund from a position of strength.
Positive occupancy momentum continued during the third quarter as move‐ins hit record levels, demonstrating sustained demand from our needs‐based
customers. While the nation saw a spike in COVID‐19 cases during the quarter, our safety protocols remained in place and prevented material impact to
our residents. As of the writing of this letter, all our communities remained open to new move‐ins, and we began offering vaccine booster clinics to our
residents late in the quarter. From March 2021 (occupancy bottom) to the end of Q3 2021, Bridge Seniors II portfolio occupancy increased by 6.1%,
representing the recovery of approximately 60% of occupancy lost to the pandemic. We are optimistic about continued occupancy growth considering
lead activity is over 20% above pre‐COVID levels. The occupancy gains in the quarter resulted in a 3.8% sequential increase in quarterly revenue.
Despite the strong increase in revenue, bottom‐line results were impacted by increased labor expenses. The tight labor market led to increased overtime
wages, and temporary agency staffing. NOI grew 1.2% during Q3 2021, which is the second consecutive quarter of NOI growth. The outlook for recovery
remains positive for the following reasons:
-

Occupancy increased by 2.5% in Q3 2021, despite the Delta variant of COVID‐19 leading to a spike in cases.

-

Consistent demand and growing occupancy are expected to lead to significant rate growth in 2022.

-

Rent increases are expected to mitigate labor expense pressure, and to improve bottom‐line growth.

-

Supply and demand trends remain favorable; notably, construction starts have declined by 70% from their peak in Q4 2017.

For additional detail, please refer to the Performance Summaries in the enclosed materials.

VIEWS ON THE SENIORS HOUSING MARKETS AT Q3 2021 QUARTER END
The portfolio outperformed industry averages in both occupancy and rate growth during the quarter. The Bridge Seniors II portfolio occupancy has
increased by 610 basis points, from a low point of 75.0% occupancy in mid‐March 2021, to end the quarter at 81.1%. We consider Majority Assisted Living
(“AL”) in Primary Markets, as reported by the National Investment Center for Seniors Housing & Care (“NIC”), to be the most meaningful benchmark on
occupancy, which ended September at 76.9% occupancy, which represents a gain of 150 basis points during the quarter. We are pleased with the relative
gains of Bridge Seniors II relative to this benchmark. Year‐over‐year rent growth in the Bridge Seniors II portfolio grew by 3.0% through Q3 2021, compared
to NIC rent growth of 1.5% in AL for Primary Markets. Leasing activity for Bridge Seniors II has continued to increase to its highest level since the onset
of the pandemic. We believe that the sustained increase in demand experienced year‐to‐date in 2021 is indicative that Seniors Housing remains an
essential real estate sector. The safety, social engagement, and promotion of health and wellness offered in Seniors Housing is a stark contrast to the
challenges experienced in 2020. We anticipate that demand will converge with the longer‐term fundamentals of muted supply growth and increasing
growth of the 80+ prime age demographic for Seniors Housing.

INVESTMENT ACTIVITY & OPERATIONAL UPDATE
As of September 30, 2021, Bridge Seniors II called 93% of the Partnerships’ available capital for investments in 54 properties across 19 states, which
equates to approximately 6,300 units. These investments have a total capital allocation of over $2.0 billion and include a blend of stabilized and value‐
add property profiles. The Fund was strategically assembled in prime submarkets of the top 100 MSAs based on a disciplined approach to market
fundamentals, which Bridge Seniors II acquired based on building quality with an average asset age of seven years, robust market fundamentals,
submarket performance trends, and selective asset acquisition and underwriting.
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At the time of full portfolio deployment in Q4 2019, the portfolio was evenly split between income and value‐add lease‐up strategies. The income portion
of the portfolio maintained stabilized occupancy of over 92.0% for 2.5 years, outpacing the market by over 5.0%. The value‐add portion of the portfolio
grew occupancy by 20.0% through Q1 2020, nearing market occupancy as planned before COVID‐19 hit. While total portfolio occupancy was negatively
impacted by the pandemic, we believe the performance of each investment strategy leading into the pandemic has given the Bridge Seniors II portfolio a
strong foundation for recovery.
As of the quarter end for Q3 2021, our operations data has continued to trend positively. New inquiries and tours are up more than 50% in comparison to
Q4 2020. The sales process has remained strong, and we are continuing to convert one in three tours to new move‐ins. As a result, move‐ins were
sustained at record levels of 270 per month, resulting in 2.5% of occupancy growth during the quarter. Total revenue increased by 3.8% during the period,
however NOI only grew by 1.2% due to increased agency labor and overtime expenses incurred to mitigate front‐line staff shortages, which equated to
$335,000 of monthly expense across the portfolio. NOI margin declined slightly to 25.7% as a result. We anticipate that NOI growth will accelerate as the
labor market normalizes and wage staff positions are filled at normal wage rates, as compared to higher cost agency and overtime rates. Rent and care
charges grew by more than 3% in the quarter relative to the prior year on a same store basis. These factors have allowed us to maintain a stable distribution
of cash flow of 5.9% annualized during the quarter, which we anticipate growing as occupancy and NOI growth continues.
Our forward integrated operating model is key as we continue through the recovery. Customer preferences continue to influence our operational strategies,
including broad digital marketing strategies, scalable healthcare technology to align resident care needs with provider resources, and consistent quality
and service in dining, wellness, and activity programming. The “Bridge App” continues to be an important proprietary tool for promoting resident and family
engagement and social well‐being. Consistent culture from the top‐ down and comprehensive training and leadership programs, benefits offerings and
success‐based incentive programs are significant differentiators as we seek to be a leader in associate recruiting and retention, especially during a
challenging labor environment. We also require that all staff have the COVID 19 vaccination protocol as part of our relentless drive to provide the most
safe and secure living environment for our residents within all our owned Bridge communities.
Below are some key metrics detailing recent performance and our current outlook:
-

New Move‐Ins: Move‐ins averaged over 270 during the quarter, a record high for the Bridge Seniors II portfolio, which represents a 30%
increase over pre‐COVID‐19 levels of monthly move‐ins in Q1 2020.

-

Occupancy: The portfolio saw average occupancy increase of 2.5% during the third quarter, and 6.1% since mid‐March, ending at 81.1%. The
portfolio’s quarterly occupancy growth was 100 basis points above the market. We anticipate moderate occupancy growth through the end of
the year, however Q4 is seasonally a slower quarter.

-

Revenue: Revenue grew by 3.8% during the quarter, a result of both occupancy and rate growth. Rental rates have increased by approximately
3.0% year over year from Q3 2020 to Q3 2021, compared to the NIC average of 1.5% in the same period.

-

NOI Margin: NOI margin decreased slightly from 26.2% to 25.7% from the prior quarter. The margin loss is primarily attributed to increased
labor expenses stemming from the tight labor market.

-

Collections: Rent collections remain strong, with no decline in rent collections as seniors’ rent payments generally rely on asset spend down,
social security, and pension income.

-

Cash Flows: Bridge Seniors II maintained steady a cash yield of 5.9% in Q3 2021.

-

Liquidity: Alongside of recovering occupancy, we are considering options for accretive refinancings, as well as, selling select assets that have
achieved their investment objectives.

We believe the evolution of our company, specifically with respect to our forward‐integrated operations, has been beneficial with regard to accelerating
the recovery from the effects of COVID‐19. The ability to execute operationally has never been more important, and we believe Bridge’s forward‐integrated
approach is more differentiated and valuable than ever as we recover from the effects of the pandemic and capitalize on unprecedented market
fundamentals.
With Best Regards,

_____________________________
Robb Chapin
Co-Chief Investment Officer
Bridge Seniors II Funds

_____________________________
Blake Peeper
Co-Chief Investment Officer
Bridge Seniors II Funds

DISCLAIMER
This CIO Letter (this “Letter”) is provided to limited partners for informational purposes only by Bridge Seniors Housing Fund Manager LLC (together with its affiliates, “Bridge”) related to an investment in
the Fund. Prior performance of the Fund (including any distributions, returns or annualized yield) is not a guarantee of future results and individual investor returns differ materially from those summarized
herein due to differing management fees and investment dates. This Letter contains forward‐looking statements that are based on the current beliefs and assumptions of Bridge. Investors are cautioned not
to place undue reliance on any forward‐looking statements in this Letter. We provide no assurance that these beliefs and assumptions will not change or that the Fund will successfully execute on its
strategies or achieve target returns. The performance of any investment, including an investment in the Fund, is subject to various risks, including those identified in the Fund’s private placement
memorandum.
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Regional Breakdown*
Bridge Seniors II Funds - 52 properties, 19 states

*Underlying Fund investments by Equity invested as at 30 September 2021

Contact our team
Operations – operations@spirecapital.com.au or call us on 02 9047 8800
Leakena Taing
Head of Operations

Suzette Tenedora
Senior Operations Officer

Email leakena.taing@spirecapital.com.au
Phone (+61) 2 9047 8803
Mobile (+61) 424 430 044

Email suzette.tenedora@spirecapital.com.au
Phone (+61) 2 9047 8804
Mobile (+61) 450 119 320

Investor relations - investorrelations@spirecapital.com.au
Dale Holmes
Director

Stuart Haigh
Director

Email dale.holmes@spirecapital.com.au
Phone (+61) 2 9047 8802
Mobile (+61) 401 146 106

Email stuart.haigh@spirecapital.com.au
Phone (+61) 2 9047 8807
Mobile (+61) 413 750 521

Chris Niall
Senior Manager – Investor Relations

Sebastian Madden
Investor Relations Associate

Email chris.niall@spirecapital.com.au
Mobile (+61) 419 011 628

Email sebastian.madden@spirecapital.com.au
Phone (+61) 2 9047 8808
Mobile (+61) 421 107 907

Important Information
"Equity Trustees Limited (“Equity Trustees”) ABN 46 004 031 298 | AFSL 240975, is the Responsible Entity for the Spire USA ROC Seniors Housing and Medical Properties Fund II (the Fund). Equity
Trustees is a subsidiary of EQT Holdings Limited (ABN 22 607 797 615), a publicly listed company on the Australian Securities Exchange (ASX: EQT). This document has been prepared by Spire Capital
Pty Ltd (“Spire”) ABN 21 141 096 120, AFSL 344365, the investment manager for the Fund, to provide you with general information only. In preparing this document, Spire did not take into account the
investment objectives, financial situation or particular needs of any particular person. It is not intended to take the place of professional advice and you should not take action on specific issues in reliance
on this information. Neither Spire, Equity Trustees nor any of their related parties, their employees or directors, provide any warranty of accuracy or reliability in relation to such information or accepts any
liability to any person who relies on it. Past performance should not be taken as an indicator of future performance. You should consider the Product Disclosure Statement (“PDS”) before making a decision
about whether to invest in this product."
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