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Spire Wholesale Alternative Income Fund (AUD)

October 2015


An Australian feeder fund to Bridge Investment Group Partners, LLC’s 
ROC Debt Strategies Fund & KF12 investment, a subordinated tranche of 
an 84 Multifamily property loan pool originated and securitized by Freddie 
Mac.    



The Fund aims to generate a net annual yield of 9-10% per annum and a 
total return over the life of the Fund of an 11-13% net IRR.
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Disclaimer


SPIRE	
  WHOLESALE	
  ALTERNATIVE	
  INCOME	
  FUND	
  (AUD)	
  

Spire Capital Pty Ltd (ABN 21 141 096 120, AFSL 344365) (“Spire 
Capital”) is the  Fund Manager  of the Funds, and only provides services 
to “wholesale clients” as defined in the Corporations Act 2001. The 
information presented is of a general nature only. It is not intended as 
advice, as it does not take into account your individual objectives, 
financial situation or needs. An Information Memorandum can be obtained 
by contacting Spire Capital. Past performance is not necessarily indicative 
of future performance. All investments contain risk and may lose value.


C A P I T A L
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What will the Fund invest in?
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U.S.	
  Commercial	
  Real	
  Estate	
  Loans	
  typically	
  in	
  the	
  56%	
  to	
  75%	
  Loan	
  to	
  Value	
  RaCo	
  (LTV)	
  corridor	
  at	
  gross	
  
yields	
  of	
  12	
  –	
  16%	
  per	
  annum.	
  The	
  Fund	
  will	
  obtain	
  this	
  exposure	
  via	
  an	
  investment	
  in	
  Bridge	
  IGP’s	
  ROC	
  
Debt	
  Strategies	
  Fund	
  (RDS)	
  and	
  a	
  direct	
  co-­‐investment	
  alongside	
  RDS	
  and	
  PorWolio	
  Advisors,	
  LLC	
  in	
  KF12,	
  a	
  
mulCfamily	
  loan	
  pool	
  originated	
  and	
  securiCzed	
  by	
  Freddie	
  Mac	
  MulCfamily.	
  	
  

	
  
	
  

Senior	
  Loans	
  
	
  
	
  

Subordinate	
  	
  
Loans	
  

	
  
Equity	
  

	
  

0	
  –	
  55%	
  LTV	
  

56	
  –	
  75%*	
  LTV	
  

76	
  –	
  100%	
  

*	
  Note:	
  Individual	
  loans	
  may	
  be	
  up	
  to	
  an	
  80%	
  LTV	
  however	
  on	
  average	
  exposure	
  is	
  not	
  anCcipated	
  to	
  exceed	
  75%	
  LTV.	
  	
  

25%	
  
30%	
  

34%	
  

11%	
  

75%	
  

Expected	
  Fund	
  Investment	
  ComposiFon	
  
KF12	
   Other	
  K-­‐Series	
  	
   Leveraged	
  First	
  Mortgage	
  Loans	
   Mezzaninne	
  Loans	
  

ROC	
  Debt	
  Fund	
  

KF12	
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KF12 Summary
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What are “K-Series Deals”
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Freddie Mac K-Series Track Record
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Where ROC Debt invests in K-Series Deals
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Borrower	
  Equity	
  

	
  

Where	
  ROC	
  Debt	
  invests	
  

0	
  –	
  75%	
  LTV	
  

75	
  –	
  100%	
  LTV	
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ROC Debt Fund Strategies Fund Summary
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ROC Debt Fund- Pipeline
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Leveraged First Mortgage Loans
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How	
  it	
  works	
  
	
  
•  Bridge	
  originates	
  a	
  loan	
  at	
  75%	
  LTV	
  at	
  Libor	
  +	
  450	
  bps	
  
•  Wells	
  Fargo	
  funds	
  75%	
  of	
  the	
  loan	
  at	
  Libor	
  +	
  200	
  bps	
  
•  ROC	
  Debt	
  Fund	
  retains	
  25%	
  of	
  the	
  loan	
  at	
  Libor	
  +	
  1200	
  bps	
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ROC Debt Fund – Portfolio Construction
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Risks & Mitigants
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Risk	
   MiFgant	
  
KF12 Loan Defaults
 •  Freddie Mac underwriting strength. Current delinquency is only $6M across the $100B 

total loan portfolio

•  Bridge IGP additional due diligence – boots on ground at majority of properties during 

D.D.

•  Ability for Bridge to negotiate during D.D. that loans regarded as “high risk of default” 

are excluded from the loan pool

•  Highly experienced Bridge IGP Investment Committee

•  Rights to work with Special Servicer (i.e. Receiver) to appoint new management if a 

loan goes into default to protect position. Right to negotiate a loan restructure with the 
borrower if a loan goes into default (e.g. debt for equity swap).  Right to Foreclose on 
the loan if needed and thus “Step in” to the equity position to turn-around the asset


•  Access to Bridge IGP’s 1,500+ team of value-add specialists to turnaround an asset if 
required following foreclosure. Bridge have 25+ years experience acquiring and 
stabilising distressed and troubled assets and therefore have the capability and team 
to turn-around and add significant value to any assets taken back by ROC Debt 
Strategies Fund. Bridge have a long-term borrowing record (over US$3 billion 
borrowed) with Freddie Mac and other key lenders in the US and have never defaulted 
on a loan.


Other K-Deal Defaults
 As above


Directly originated deal 
defaults


As above, except for Freddie Mac underwriting


Interest Rate Rises
 Loans are typically Floating Rate i.e. Libor + Spread so interest rate rises are captured
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Fund Summary
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Fund Name
 Spire Wholesale Alternative Income Fund No.1 (AUD), an unregistered managed investment scheme. The 
Fund will have an APIR Code but it is not yet available.


Fund Objective
 The Fund aims to generate an annual yield of 9-10% per annum and a total return over the life of the Fund of 
an 11-13% IRR (excluding FX movements).


Investment Manager and 
Trustee /  U.S. Sub-Advisor


Spire Capital Pty Ltd (Spire) / Bridge Investment Group Partners, LLC (Bridge)




Administrator
 White Outsourcing Pty Ltd (Part of Steadfast Group)


Investor Eligibility
 Wholesale Clients, as defined in the Corporations Act 2001.


Minimum Investment
 $100,000


Issue Price
 A$1.00 per Unit


Investment Horizon
 5 - 7 years


Management Fees
 A total of 1.5% p.a.


Performance Fee
 The Sub-Advisor will charge a performance fee of 20% of the net return generated by the underlying 
investments, subject to the Fund receiving an 8% per annum preferred return on its investments. This return 
is subject to a high-water mark (i.e. the 8% preferred return must be received for each year of the Fund’s 
investment) before performance fees apply.


Unit Pricing
 Quarterly at the end of March, June, September and December


Distributions
 Annually as at 30 June


Currency Hedging
 The Fund will be un-hedged. However the Fund Manager reserves the right to implement a hedging strategy 
in the future if it believes it is in the best interests of unit holders to do so.
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Key Dates & Documentation
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KF12 Due Diligence
 Expires Friday 6 November 2015


Applications Open
 Monday 9th November 2015


Applications Close
 Friday 20th November 2015 at 5pm (Sydney)


Units Issued
 The week of 30 November 2015


ROC Debt Strategies 
Fund Funding


The week of 30 November 2015


KF12 Funding
 The week of 30 November 2015


First Distribution
 25 July 2016 (for the period ending 30 June 2016)


Documentation
 Documentation which will be required to be completed by investors and which will be 
available in the Information Memorandum:-

•  Subscription Agreement

•  US IRN W8-BEN Form

•  FATCA Certification

•  Wholesale Client Accountant’s Certification (for any investment below $500,000)
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Tax Questions, Structure & Outcomes
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Will I get an Australian Tax Statement?
 Yes - Annually as at 30 June


What will the tax components be?
 Interest on any AUD cash, Foreign Income + Foreign Income Tax Offsets


Will the Fund be audited?
 Yes. The auditor for the underlying funds is KPMG and it is expected the KPMG will 
also be the auditor for the Fund.


Do I need to file a US tax return?
 No


Why do I need to provide a W8-BEN Form?
 So that the Fund may claim relief from withholding taxes on US sourced income 
deemed ‘Portfolio Interest’


What is the underlying structure?
 As per the predecessor Spire ROC II & Seniors Fund structures, the Fund invests in 
two Limited Partnerships domiciled in Alberta, Canada (one for KF12 and one for 
RDS). These are reverse hybrid limited partnerships, which means that they will elect 
to be treated as a Corporation for U.S. tax purposes but retain the flow-through 
characteristics of a partnership for non-US purposes. These LPs will capitalise 
subsidiary entities with a 1.5:1 mixture of debt (shareholder loans) and equity (i.e 
60% debt / 40% equity), in accordance with US thin-capitalisation rules. These 
subsidiary entities will invest in the KF12 and RDS investments. The shareholder 
loans from the Alberta LPs to the subsidiaries is loaned at an interest rate of 11.5% 
per annum (a U.S. ‘safe harbour” rate of interest). Payments of interest on the 
shareholder loans (from the income generated by the downstream KF12 & RDS 
investments), is not subject to U.S. taxation or withholding tax under ‘Portfolio 
Interest’ rules. Any surplus annual income generated by the KF12 and RDS 
investments will be deemed a dividend on the equity invested by the Alberta LPs 
through the subsidiaries, and taxable at the U.S. Corporate tax rate of 35%. Any U.S. 
Corporate Tax paid is expected to generate a 100% Foreign income Tax Offset 
(FITO) for Australian investors, which may be used as a credit against any Australian 
tax liability on the grossed up income from the Fund, with any surplus available as a 
credit on other foreign sourced income or capital gains.
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Case Studies
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Bios
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Team Track Record
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Freddie Mac K-Series Data
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