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investment.

A Guide to Investing through the
Oak Capital Wholesale Fund

The Oak Capital Wholesale Fund (‘Oak Capital’) is a
contributory mortgage fund designed for Wholesale
Investors looking for a higher consistent return on

To participate in this offer, you need to complete
the following steps:

Step 1

Step 2

Step 3

Review this information

memorandum carefully

You should read this document, in its entirety,
prior to deciding, regarding an investment

in the Fund. Please note that the investment
is only open to Wholesale Investors that
comply with a strict set of criteria and a
process of accreditation.

Consider the offer

You should carefully consider all the
information included in this Information
Memorandum, ensuring that you consider

all the risks associated with this investment.
Also, you should consider as to whether your
particular investment needs and objectives
will be well served by an investment in the
Fund and whether this Fund is appropriate
for you. (See section 5 for more information).

Obtain advice

Before investing in the Fund, you should
discuss this offer with your financial, legal
and taxation advisors in order to determine
whether investment in the Fund is right

for you.
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Step 4

Step 5

Step 6

Complete the
application form

Print this Information Memorandum in its
entirety and complete the Application Form
at the back of this document. You will also
be required to complete a Sophisticated/
Wholesale Investor Certification. In some
instances, you will need to provide an
Accountant’s Certificate confirming you are
a Wholesale Investor, in substantially the
same format as contained in Annexure 1
and sufficient information to enable us to
complete all AML/CTF checks.

Submit your

completed application

Once you have completed the Application
Form, you can submit this with all the
required supporting documents via email,
post or facsimile.

Oak Capital will respond

Oak Capital will provide you with
Supplementary Information Memorandum that
contain investment opportunities to consider
and which you may wish to invest in.












Confidentiality

None of the information provided by Oak Capital in
relation to the Fund including this IM (and any applicable
SIM) may be disclosed to any other party, except for the
purpose of obtaining independent advice in connection
with the consideration of an investment in the Fund, or
used for any purpose other than the consideration of an
investment in the Fund, unless the express prior written
consent of Oak Capital is obtained.

Any reproduction of all, or part of this IM (and any
applicable SIM) is strictly prohibited without the consent
of Oak Capital. In the event that the recipient does not
participate in the Fund, this IM (and any applicable SIM)
along with all related materials must be removed from
your system, deleted and any hard copies returned to
Oak Capital immediately on demand.

IM available electronically

An electronic copy of this IM may be viewed online
at www.oakcapital.com.au. If you access this IM
electronically, please ensure that you download and
read the IM in its entirety. A paper copy of this IM can
also be obtained free of charge on request by calling
us on (03) 9621 1399.
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Where interest on a loan is prepaid, this will
be disclosed in the SIM issued. When interest
is paid monthly by the Borrower, this money
is banked into the Fund’s accounts, and used
to pay management costs. The residual of
the interest earned, is retained by Oak Capital
to pay distributions to Investors each month.

Loan extensions

No Mortgage Investment will automatically
extend for a further period. Oak Capital
generally contacts the Borrower before the
due date, issuing a Loan Expiry Notice, to
ascertain whether the Borrower has made
adequate arrangements for the repayment
of their loan on, or before the due date.

In the event the Borrower requires an
extension, for it to be considered it must be
submitted in writing. The request is reviewed
by Oak Capital and if necessary, Oak Capital
may request updated information from

the Borrower, and if considered necessary
by Oak Capital, may include a further
assessment of the estimated value of the
Security Property.

Should Oak Capital be satisfied with the
extension, provided the extension is no
longer than three months, Investors will

be informed of the extension accordingly.
Should an extension exceeding three months
be requested, Investors acceptance will

be sought to extend for the longer period.
Investors will be deemed to having agreed

to the extension should no response be
received within 7 business days. Should

an Investor not wish to extend for a period
longer than three months, Oak Capital will
endeavour to seek an alternative Investor

to replace their participation in the loan.
However, if no replacement Investor can be
found, the loan extension will not be granted.

Defaulting loans

If a Borrower does not pay interest or
principal on the agreed date outlined in
their loan agreement, Oak Capital will
attempt to contact the Borrower to remedy
the default. Should the borrower not rectify
the default, Oak Capital will instruct the
acting solicitors to commence recovery

of the loan. Recovery may involve taking
possession of the property, undertaking
legal proceedings to obtain possession of
the Security Property, conducting building
and improvement works on the Security
Property, or selling the Security Property.

Oak Capital will generally seek judgement
against Borrowers and/or Guarantors if it
is necessary to commence proceedings
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for possession. However, we will generally
only seek bankruptcy against Borrowers
or Guarantors if we regard it as
commercially viable.

Investors will be advised when a loan goes
into default and will be kept informed
throughout the recovery process when
relevant updates become available.

Repayment of loan and discharge
of Borrower

When a Borrower is ready to discharge their
loan, Oak Capital will instruct its solicitors to
draft the required release documents, attend
to settlement and in exchange for release
documents, collect all amounts due including
principal, interest and any other fees due.

Distributions when there
is a shortfall

Distributions to Investors are paid from
the following sources:

(i) Prepaid Interest;
(i) Interest payments made by Borrowers;
(iii) The sale of Security Property;

(iv) The pursuit of Guarantors
and Borrowers.

If, from all viable sources, there are
insufficient funds to:

(i) Pay a prior ranking charge (for example
a higher-ranking mortgage or Land Tax);

(i) Pay all management costs and
disbursements and;

(iif) Pay Investors all their interest and capital
distributions;

then the available monies will be applied

in order (first (i), then (i), then (iii)).

This means there is risk that Investors will
suffer a shortfall on the payment of income
and capital distributions.
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n Risks of investing in the Fund

Investing in the Fund carries risk which could impact

on the performance of the Fund and the individual
sub-trusts. These risks can range from general economic
risks to the specific risks associated with an individual
Borrower or Security Property.

This section describes several risks associated with
investing in the Fund. This is not an exhaustive list

of all possible risks associated with investing in the

Fund. However, they are each provided as a guide to

the risks associated with investing. Each risk could, if
eventuated, have an adverse impact on the performance
of your investment. Applicants should make their own
assessment of the risks based on their own independent
legal, financial and taxation advice. Oak Capital does not
guarantee any return of capital and interest income, or
performance of the Fund.

Borrower risk

If a Borrower is an individual and becomes bankrupt,
or dies, or if the Borrower is a company, and becomes
insolvent or under external administration, then the
loan will go into default.

If the loan goes into default, the payment of interest
distributions will cease, and the recoverability of the
payments will depend upon the money that can

be realised from selling the security property and if
necessary, pursing the Borrower and any Guarantor.

Further a Borrower may delay or stop payment on a
loan or default on the loan. There is no guarantee nor
warranty as to any protection from late payment and/or
default, and as such you may suffer financial loss of both
interest and principal if the Security Property(s) is sold
for less than the total amount owing on the loan.

Internal property value assessment or
external valuation risk

Although Oak Capital takes precautions to ensure that
all internal property value assessments and external
valuations it relies on are accurate, there is a risk that
estimated property values or values provided by external
valuers will be fundamentally flawed.

If the estimated value or external value is wrong, then
part or all of the loan, may be effectively unsecured.
This means that in the event of default and the Security
Property has to be sold, there may be a partial or total
loss of your investment.

Further, as with any investment, there is always risk
that the value of the Security Property falls and no
longer represents the value as assessed at the time
of foreclosure or default. Should this occur, this may
diminish the amount of principal and outstanding
interest that can be repaid to Investors.
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Developer risk

If the loan in question is a development loan, then
much depends upon the developer remaining solvent
and completing the development. If the developer
cuts corners (leading to the need for extensive
rectification works before the property can be sold), or
becomes insolvent, then Oak Capital may have to take
control and complete the project or otherwise protect
Investors’ interests.

There are usually delays associated with this, and very
often the site is shut down while negotiations with the
builder and contractors take place. This incurs extra
expenses, which must be recovered from the sale of
the Security Property.

These delays may also increase holding costs, including
interest costs. These extra costs may erode the money
that is finally recovered from the sale of the Security
Property, and this can cause loss of interest and capital
distributions to you.

Market change risk

There are several factors outside of the control of

the Fund which could affect your return on investment
negatively, including a downward turn in the real
estate market, change in legislation, changes to
monetary policy, natural or manmade disasters in
Australia or overseas.

Any negative change in property market sentiment during
the construction of a project, or the economy in general
may affect the earnings achieved on your investment.

Liquidity risk

Once your capital has been committed to a Mortgage
Investment your investment will be illiquid. This means
you will only be able to withdraw from the Fund when
the loan repays.

Whilst Investors will generally not be able to
withdraw funds invested into a loan until end of term,
Oak Capital will endeavour to find a replacement
Investor to replace your Investment. However,

Oak Capital does not guarantee that it will be able

to find a replacement Investor.

Further, because the underlying security is property,
the ability of the Fund to quickly wind up a Borrower
in default may be limited, and therefore in these
circumstances there may be a delay of distributions
of both your interest and principal.

13



Priority risk

If upon winding up of a loan in default, there is a shortfall,
the order of priority of repayment of recovered funds as
described in section 4.4 (I) might create a scenario where
the Investors share in a small percentage or none of the
funds recovered.

This is particularly relevant where the loan is a second
registered mortgage.

Income risk

Income received from your investment is dependent
upon the ability of the Borrower in a particular
sub-trust to pay the interest payments as and when
they fall due, and to repay the loan principal on the
due date for repayment.

Any non-payment by the Borrower will result in not
receiving an income from your investment until
payment has been secured.
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ﬂ Fees and costs

Under the Constitution, Oak Capital is entitled to be paid
fees for acting as Trustee and managing the individual
loans of each Sub-Trust. In addition, Oak Capital

is entitled to be reimbursed out of the assets of the
Fund, for all expenses that it incurs in the proper exercise
of its powers and duties as Trustee of the Fund.

Members pay no fees. Any fees are paid direct by the
Borrower and these include, management fees, loan
establishment fees, loan extension fees, default fees
and any other fees as described in the loan mortgage
documentation. These fees are described in more
detail below and are also disclosed in the SIM for each
investment loan.

(a) Mortgage management fees

These fees are for managing the loan on day
to day basis from settlement to repayment.
These fees vary but are typically 2.0% to
3.0% (plus GST) with no upper limit.

Fees are generally higher in the case

of second mortgages.

(b) Loan establishment fees

Once a loan is approved an establishment fees

is raised with the minimum fee typically being
2.0% to 2.5% (plus GST) of the loan amount

with no maximum fee. This fee varies according
to the complexity of the specific loan. The fee
reimburses Oak Capital for time taken to analyse
the Borrower and the loan purpose, obtain all the
necessary financial information, and undertake
credit assessment and due diligence inquiries
and instruct solicitors.
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(c) Loan extension fees

When a loan is extended for a further period

and/or the loan amount is increased, an extension
fee of generally 0.5% per month or equivalent

to the loan establishment charged on the loan,
with no maximum amount. This fee covers the
work involved in reviewing the performance of

the Borrower, obtaining up-to-date financial
information, undertaking further credit assessments
and due diligence and instructing solicitors.

(d) Default fees

Any fees payable in the event of default are as
described in the loan mortgage documentation.
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