HARGRAVES SECURED INVESTMENTS LIMITED
(the Borrower)

REPORT TO THE TRUSTEE - QUARTER ENDED 31st March 2018

Pursuant to the provisions of the Corporations Act and the Secured Note Trust Deed dated 8
September 1999, we herewith provide our report for the quarter ended 31st March 2018 in relation
to Hargraves Secured Investments Limited.

Report pursuant to Section 283BF of the Corporations Act.

a)

b)

d)

)

The Borrower confirms that there has been no failure by the Borrower or any guarantor to
comply with the terms of the secured notes or the provisions of the Trust Deed or Chapter
2L of the Corporations Act during the quarter.

[Sec 283BF4(4)(a)]

The Borrower confirms that the Borrower has had no events during the quarter that have
caused or could cause one or more of the following:

(i)  any amount deposited or lent under the secured notes to become immediately
payable;

(i)  the secured notes to become immediately enforceable;

(iii)  any other right or remedy under the terms of the secured note or provisions of the
Trust Deed to become immediately enforceable.

[Sec 283BF(4)(b)]

The Borrower confirms that the Borrower has not had any circumstances that have
occurred during the quarter that materially prejudice:

(i)  the Borrower, any of its subsidiaries, or any of the guarantors; or
(i)  any security or charge included in or created by the secured notes or the Trust Deed.
[Sec283BF(4)(c)]

The Borrower confirms that the Borrower, its subsidiaries and guarantors have not had any
substantial change in the nature of their business during the quarter.
[Sec 283BF(4)(d)]

The Borrower confirms that the Borrower remains focused on its principal activities of
lending money on the security of registered mortgages of titles of land, farming operations,
viable commercial activities and of home ownership.

[Clause 11 of Trust Deed]

The Borrower confirms that none of the following has happened to the Borrower during

the quarter:

(i)  the appointment of a guarantor;

(i)  the cessation of liability of a guarantor body for the payment of the whole or part of
the money for which it was liable under the guarantee;

(iii)) achange in name of a guarantor.

[Sec 283BF(4)(e)]

The Borrower confirms that the Borrower has not created a new charge during the quarter.
[Sec 283BE, Clause 10.2]



h)

)

k)

)

The Borrower confirms that the Borrower has no amounts outstanding on any advances at

the end of the quarter from a charge created where:

(i)  the total amount to be advanced on the security of the charge is indeterminate; and

(i)  the advances are merged in a current account with bankers, trade creditors or anyone
else.

[Sec 283BF(4)(f) and Sec 283BE]

The Borrower confirms that the Borrower has not experienced any matters that may
materially prejudice any security or the interest of secured note holders.
[Sec 283BF(4)(g)]

The Borrower confirms that during the quarter the following amounts have been deposited
with or lent to a related body corporate: NIL

(Company A) A.C.N. (number) $
(Company B) A.C.N. (number) $
(Company C) A.C.N. (number) $
[Sec 283BF(5)(a)]

The Borrower confirms that the total amount of money owing to the Borrower at the end
of the above quarter in respect of the deposits or loans to related body corporate are as
follows: NIL

(Company A) A.C.N. (number) $
(Company B) A.C.N. (number) $
(Company C) A.C.N. (number) $
[Sec 283BF(5)(b)]

The Borrower confirms that the Borrower has not assumed any liability for a related body
corporate during the quarter. If a liability is assumed for the quarter please provide details
of the extent of the liability during the quarter and the extent of the liability at the end of
the quarter.

[Sec 283BF(6)]

m) The Borrower confirms that the Borrower has issued the following securities:

This Quarter Total
$ $
Value of Securities issued ($2,571,908) (net) | $61,464,760
Value of Securities maturing within 12 - $40,915,991
months
Value of Securities maturing beyond 12 - $20,548,769
months
Value of New Securities issued this 2,656,015
quarter (including interest entries)
Value of Outgoing Securities this (5,227,923)
quarter (including interest entries)
[Clause 9.06(a)]



p)

t)

The Borrower confirms that the Borrower continues to meet the minimum requirements of
the Borrowing Limitations. The Company complies with Clause 8.01 of the Trust Deed
by having Total Tangible Assets in excess of Total External Liabilities by at least
$500,000.00 as at the 31st December, 2017

[Clause 8.01, 8.04 & 9.07(b)(i)]

The Borrower confirms that the Trust Deed:

i)  covenants;

ii) representations; and

iii) warranties

are in full force and effect and have been complied with at all times.

The Borrower confirms that the Borrower has lent all monies within the permitted lending
policies determined under the Security and Risk Assessment section in the Prospectus.
[Prospectus Section 5.8]

The Borrower confirms that the Borrower has provided to the Trustee, a copy of all:

i)  reports;

il) accounts;

iii) notices; and

iv) circulars

sent by the Borrower or any Directors to its members, secured note holders or ASIC at the
same time that it has sent the same.

[Clause 6.08(i)]

The Borrower confirms that the Borrower has complied at all times with the requirements
of Chapter 6CA (dealing with continuous disclosure) of the Corporations Act 2001 and no
circumstances arose during the quarter that required the Borrower to issue a supplementary
prospectus, replacement prospectus or issue a continuous disclosure notice.

The Borrower confirms that the Borrower has not exceeded the LVR of any loan as
published in the current Prospectus or, if not published, in the abovementioned Secured
Note Trust Deed.

The Borrower confirms that the Borrower has provided to the Trustee a Six Monthly
Report of the Auditor within the specified timeframe.
[Clause 9.05]

The Borrower confirms that the Borrower has made all interest and principal payments to
secured note holders when they fell due.
[Clause 9.06(a)]

The Borrower confirms that the Borrower and its subsidiaries have not sustained any
material trading or capital loss, trading as a group.
[Clause 9.07(b)(vii)]

The Borrower confirms that the Borrower or any Guarantor has not incurred any
contingent liabilities.
If contingent liabilities have been incurred:
*  The amount is $ NOT APPLICABLE
* A liability of $ has matured, or is likely to mature within the
succeeding twelve (12) months which will materially affect the Borrower and any
Guarantor in its or their ability to repay stock.
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[Clause 9.07(b)(viii)]

x) The Borrower confirms that there has been no change in any accounting method or
methods of valuation or assets or liabilities and no circumstances have arisen, which render
adherence to the existing method of valuation of assets or liabilities, misleading or
inappropriate. [If there are any changes provide particulars.]

[Clause 9.07(b)(ix)]

y) The Borrowers confirm that in the opinion of the Directors the Current Assets of the
Borrower and its subsidiaries, appear in the relevant books at values which are realisable in
the ordinary course of business.

[Clause 9.07(b)(x)]

z) The Borrowers confirm that the Directors are not aware of any material changes in the
laws of any place which might affect the enforceability of Guarantees and Charges given
to or in favour of the Trustee.

[Clause 9.07(b)(xi)]

aa) The Borrower confirms that the Borrower has maintained such insurance with a reputable
insurer as would be effected by a prudent company engaged in a similar business and has
at all times ensured the premiums and other sums have been paid when they fall due.
[Clause 9.08]

bb) The Borrower confirms that the Borrower has ensured that the funds have been invested in
accordance of Clause 11 and that there have been no breaches of restrictions or limitations
contained therein. The Companies Total External Liabilities are over 93% of Total
Tangible Assets as at the 31st December, 2017. This limits what the Company can invest
in to those listed in the Trust Deed under C1 11.02(a)-(c). The Borrower confirms that
investment restriction list has been complied with.
[Clause 11]

cc) The Borrower confirms that the Borrower has not entered into any joint first mortgages
without first notifying the Trustee
[Clause 11.03]

dd) The Borrower confirms that the Borrower has had no Events of Default.
[Clause 12]

ee) The Borrower confirms that it complied with each condition of its Australian Financial
Services Licence 241230 and Australian Credit License 241230 during the quarter.

ff) The borrower confirms that it has an adequate Anti-Money Laundering (AML) Program in
place and that is has acted in accordance with this and the AML/CTF Act 2016 during the
quarter.



ASIC Regulatory Guide 69: Debentures — improving disclosure for retail investors

gg) The Borrower confirms that it has made all necessary disclosures against the benchmarks
in its disclosure documents and all disclosures remain true and correct.

No material events have occurred that have changed the original disclosures made in our
Prospectus dated Sth December, 2017.

hh) The Borrower confirms that it continues to meet all benchmarks that the Borrower has
stated in disclosure documents that it meets.

Refer to annexure A

1) The Borrower confirms that where the Borrower has disclosed that it does not meet the
benchmarks on an "if not, why not" basis, the disclosure the Borrower has made continues
to be correct and accurate in all material respects and is not misleading.

1)) The Borrower confirms that hereunder details the "promises" (as referred to, for instance,
in RG69.118) it has made in disclosure documents it has issued and confirms that it has
complied with each of the promises it has made in those disclosure documents:

The disclosure document of the borrower does not make “promises”. The disclosure
dated Sth December, 2017 makes factual statements and remains unchanged as at
the date of this declaration.

kK) The Borrower confirms that its use of the term “Secured Notes” rather than “Unsecured
Notes” is in accordance with the requirements so specified in the above ASIC Class Order
and further confirms that the Secured Notes are first ranking.

Annexure “A” provides disclosure as to whether or not the Borrower has met each of the
benchmarks outlined in ASIC Regulatory Guide 69: Debentures — improving disclosure for retail
investors.

Annexure “B” provides disclosure of the investment portfolio.

On the basis of the above, the directors declare that they are of the view that the financial position
and performance of the Borrower is such that the property of the Borrower (and of each guarantor,
if relevant) that is or should be available will be sufficient to repay the amount of each Secured note
when it becomes due and payable.

This declaration has been made in accordance
with a resolution of directors on the 26™ April, 2018

Director JOHN BRIAN GORMAN Director: ROSS ANTHONY MULQUINEY
(Signature) (Signature)



Annexure “A”
ASIC Regulatory Guide 69: Debentures — improving disclosure for

retail investors
Disclosure against Benchmarks

Please note that the quarterly figures used in this report are unaudited.
Please disclose whether the Borrower met each of the benchmarks outlined in ASIC’s Regulatory Guide 69:
Debentures (called Secured Notes)— improving disclosure for retail investors during the quarter. Where the

Borrower did not meet a benchmark during the quarter, please explain why that is.
The Company refers you to our current Prospectus dated 5th March 2018 for more detailed information on the
8 benchmarks and what they are. The information below provides updated disclosures on the benchmark and

whether the Company currently meets the benchmarks or not.

1. Benchmark One — Equity capital
The ASIC benchmark is that Note issuers with lending under 10% for property development, are to
maintain a minimum equity ratio of 8%. The ASIC benchmark is that Note issuers with lending above

10% for property development, are to maintain a minimum equity ratio of 20%.

The Company DOES comply with ASIC’s benchmark with regards to Equity.

As at the 31st March 2018 (see table below in this section) the Company has 0.50% of its loans (as
against Secured Notes on issue) which are classified as Property Development and therefore 8% equity is

the benchmark.

The Companies Equity Capital % as at the 31st March 2018 was 9.11%

The Company’s recent Equity Capital percentages and amounts are as follows:

RG69
benchmark| Property
applicable (i.e.] development/ Current quarter
8% or 20%)| notes on issue % end| 12 months prior Previous quarter end|
Equity ratio % 8% 0.50% 9.11% 7.88% 8.20%

Equity capital §

6,223,738

5,104,236

5,780,025

The Company believes that as its principal activity is to lend funds to borrowers on the security of real
property, and that the average Loan to Valuation Ratio (LVR) of its Loan Portfolio is 49.40% (see
Benchmark 8 disclosure on page 8 regarding this % and how it’s calculated), that the current equity level
is adequate for the nature of its business. The Company will endeavour, with prudent management, to
maintain its Equity to meet the benchmark of 8%, which, taking into account its loan portfolio diversity
and liquidity levels, the Company consider responsible.

2. Benchmark Two — Liquidity

The ASIC benchmark is that Note issuers at all times must have on hand cash or cash equivalents
sufficient to meet their projected needs over the next 3 months.

The Company DOES comply with ASIC’s benchmark with regards to Liquidity.

The Company has a policy in place of maintain a minimum 10% liquidity (expressed as a Cash or cash
equivalents over Notes Held.

The Companies relevant liquidity data as at the 31st March 2018 is as follows:

Liquidity $

Liquidity % (over
total notes)

Minimum
liquidity Issuer
maintains %

Current rollover
rate %

Liquidity

9,411,217

15.31%

10%

88.12%

The Company also notes that it now has a small % of funds on 31 days’ notice as at the 31st March 2018

(3.31%)



The Company would have cash on hand or cash equivalents sufficient to meet its projected cash needs if
the percentage of note funds to be rolled over during the next three months were 20% less than the
percentage that were rolled over in the past three months; or for note funds that are held on an ‘at call
‘basis, the amount of note funds retained during the next three months were 20% less than the amount

that was retained during the past three months.

3. Benchmark Three — Rollovers

ASIC’s benchmark is that Note issuers disclose their approach to rollovers, including whether the
‘default’ is that Note investments with them are automatically rolled over.

The Company DOES comply with ASIC’s benchmark with regards to Rollovers.

The Company’s policy is that approximately two weeks prior to the maturity date of a ‘Fixed Term’
Investment, the Company will notify the Note holder in writing, of the rates and terms upon which funds
may be reinvested for a further period. This prematurity letter also states that the Company’s current
Prospectus document, together with any relevant ongoing disclosure documents, will be available from
the Company website at www.hargravesinvest.com.au. Investors who do not have access to the website
can receive copies of these ongoing disclosure documents in hard copy, free of charge, by contacting the

Companies registered office directly.

If written instructions are not received for a renewal of Notes by the Company, the notes shall be
reinvested for a similar term at the current rate of interest payable at the time applicable to that term.

Current quarter
%

Previous quarter|
%

12 month
average %

Rollover rate

88.12%

89.64%

89.96%

4. Benchmark Four — Debt Maturity

ASIC’s benchmark is that issuers should disclose:
a) An analysis of maturity profile of interest bearing liabilities (including notes on issue) by

term and value; and

b) The interest rates, or average interest rates, applicable to their debts.

The Company DOES comply with ASIC’s benchmark with regards to Debt Maturity.

Term to Maturity Total # (number) Total $ Total %
31 day notice 78 2,032,634 3.31%
Less than 90 days (0-3 months) 276 14,763,213 24.02%

0.00%
90 to 364 days (3 - 12 months) 436 24,120,145 39.24%
11to 3 years 382 20,548,769 33.43%
3to5 years 0.00%
greater than 5 years 0.00%
Total 1,172 61,464,761 100%

As at the 31st March 2018 the Average Interest rate payable to the Secured Notes was 3.88%

5. Benchmark Five — Loan portfolio

ASIC’s benchmark requires Note issuers to disclose certain specific information concerning the current
loan portfolio and their policies in relation to these matters.




The Company DOES comply with ASIC’s benchmark with regards to Loan Portfolio.

Our loan portfolio, as at the 31st March 2018 includes:

(a) 63 loans totalling $55,864,818

(b)  Our mortgage documents provide for our loans to be called on 30 days’notice. The
majority of our loans are rolled over on a 3-year term.

(c) The average interest rates payable by borrowers as at the 31st March 2018 was 8.94%

(d) Mortgage loans by Security type and Geographic Loan location — see Annexure B below.

(e) Loan in arrears by more than 30 days — see Annexure B — part 5 below

(f) Alllending is secured by Registered first mortgage over land or secured against a Fixed
Term Secured note with our Company

(g) The value of the largest 10 loans of the Company as at the 31st March 2018 totalled
$32,752,293

(h) As atthe 31st March 2018 no loans were subject to legal proceedings.

6. Benchmark Six — Related party transactions
The Company DOES comply with ASIC’s benchmark with regards to Related Party Transactions.

The Company notes that it has a policy that it does not make loans to the Directors, Secretaries or
Ordinary Shareholders of the Company. Any loans made by the Company to staff members are made on
ordinary terms as to loan to valuation ratio and security and are not subject to approval of the Trustee.

As at the 31st March 2018 there are no loans to related parties.

7. Benchmark Seven — Valuations

ASIC’s benchmark is that Note issuers who lend monies for property related transactions, should take the
following approach to valuations;
a) Properties (ie real estate) should be valued on an ‘as is’ basis and (for development
property) ‘as if complete basis;
b) Development properties should be re-valued at least every 12 months unless the funds are
retained by the issuer and only released in stages to cover project completion costs;
c) Issuers should have a clear policy on how often they obtain valuations including how
recent a valuation has to be when they make a new loan;
d) Issuers should establish a panel of valuers and ensure that no one valuer conducts more
than one third of the issuers valuation work; and
e) Appointment of Valuers should be with the Trustee’s consent.

The Company DOES comply with ASIC’s benchmark with regards to Valuations
The Company complies with (a),(b), (c), (d) and (e)

With regards to (d) the Company has established a panel of valuers, however, the Company will
generally instruct a valuer local to the area in which the secured property is located, thus utilising the
valuer’s local knowledge and expertise. At this stage the Company satisfies the requirement of no one
valuer conducting more than one third of the valuations, but this may not necessarily be the case in the
future.

8. Benchmark Eight — Lending principles — loan-to-valuation ratios

ASIC’s benchmark is that Note issuers who lend funds in relation to property-related activities should
maintain the following maximum loan to valuation ratios: Where the loan relates to property
development, 70% on the basis of the latest “as if complete” valuation; and in all other cases 80% on the
basis of the latest market valuation.




The Company DOES comply with ASIC’s benchmark with regards to Loan to Valuation ratios.

Loans made by the Company are made at a maximum loan to valuation ratio of 80%. A loan to valuation
ratio is defined as the % of loan in relation to the value of the property. Ie. A loan for $80,000.00 against
a secured property valued at $100,000.00 would have a LVR of 80%.

All lending for property development is made on a progressive value basis with valuations or quantity
surveyor reports obtained at various stages of the development. Where the loan relates to property
development, 70% on the basis of the latest “as if complete” valuation; and in all other cases 80% on the
basis of the latest market valuation or “as is” value.

Maximum LVR
issuer will led to
Average LVR % %

LVR 43.40% 80%




Annexure “B”

Investment Portfolio of
Hargraves Secured Investments Limited

Quarter End 31st March 2018

1. The Balance Sheet of the Company is as follows:-
# Real Property limited to 10% of monies deposited

31st December 2017 31st March 2018

Current Assets

Cash at bank and Cash in hand 198,152.00 348,014.14

Interest bearing deposits 12,670,045.00 9,063,202.93

Other authorised investments - non-ADI deposits

Secured lending (excluding property development) 54,193,312.00 55 554 818.47

Property development loans advanced 310,000.00 310,000.00

Less: provision against loan advances (negative) 0.00 0.00

Receivables - Loans and Investments 349,856.00 329,664.08

Other current assets 42 813.00 31,280.97
Non Current Assets

Secured lending (excluding property development)

Property development loans advanced

Less: provision against loan advances (negative)

Real/lnvestment property 2,681,400.00 2679,600.00

Intangible assets 0.00 0.00

Plant & Equipment 18,505.00 17 .395.12
Total assets 70,464 083 68,333,975.71

Current Liabilities

31 day notice 2,675,912.00 2,032,633.81

Notes on issue 42 848 518.00 38,883,357.56

Other liabilities 643,441.00 641,528.98
Non Current Liabilities

Notes on issue 18,512,239.00 20,548,769.05

Other liabilities 3,948.00 3,948.00
Total liabilities 64,684 058 62,110,237.40
Equity

Share capital 4,966 549.00 5,199,9439.00

Retained earnings 671,294.00 881,606.99

Reserves 142,182.00 142 ,182.32
Total equity 5,780,025 6,223,738.31
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2. The Lending portfolio as at this quarter end is as follows:-

Number of loans 63
Average loan size 886,743
Number of loans that comprise more than 10% of the 0
Principal Moneys to any one party or associated party.
Value of loans that comprise more than 10% of the 0
Principal Moneys to any one party or associated party.
Longest term to loan maturity 3 years
Average term to loan maturity 3 years
Average interest rate charged to Borrowers 8.94%
Average loan to value ratio 49.40%
Average Rate of Return 4.56%
3. Total Loan Portfolio by Security Type as at the 31st March 2018 is as
follows:-
% of loan
Loan portfolio by security type Total # (number) Total $ portfolio
Industrial - - 0%
Commercial 19 27 909,123 50%
Development 1 310,000 1%
Rural 21 16,256,801 29%
Sub-divisional land / development 0%
Specialised Accommodation - Hotel/Motel 2 935,948 2%
Residential 18 10,385,510 13%
Other 2 67,436 0%
Total 63 55,864,818 101%

4. Total secured property by State/Territory as at the 31st March 2018 is as

follows:-
Loan portfolio Secured property
% of Toan

Loan portfolio by security location Total # (number) Total § portfolio Total § % of loan portfolio
NSW 18 15,030,255 271% 25,947 612 23%
QLb 0% 0%
VIC 44 40,473,882 2% 86,489,101 76%
WA 0% 0%
SA 1 360,681 1% 650,000 1%
TAS 0% 0%
ACT 0% 0%
NT 0% 0%
Total 63 55,864,818 100% 113,086,713 100%
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Level of Arrears for the Loan Portfolio as at 31st March 2018

Number of d:j Total amount| Loan balance $] Less provision §|
Category (arrears/past due, MIP/non- in arrears| loan isin|  (do not deduct|(insert as negative % of loan|  Total secured|

Loan ref _[performing or other) (>30 da arrears §| provisions number)] _ Total loan carrying value §| portfolio| property § LVRY%|Valuation date
10660 In default (in arrears) 234 388,725 6438725 B 6438725 12% 10,900,000 59%|  16/05/2017
10530 n default (in arrears) 181 35820 755,820 755,820 1% 1,250,000 60%|  23/03/2012
10017 in default (in arrears) 64 689% 88,422 88,422 0% 555,000 16%| 30062017
10448 in default (in arrears) 59 30,031 2,077 568 2077 568 4% 3,680,000 56% 100712014

- 0%

0%

0%

0%

0%

Ref 10 0%

Ref 11 0%

Ref 12 0%

Ref 13 0%

Ref 14 0%

Ref 15 - 0%

Total 461472 9,360,535 9,360,535.00 7%

6. Financial Ratios

Ratio

This Quarter End

Previous Quarter End

Working capital (times)

1.64

1.53

Debt to Equity Ratio (times)

9.98

11.19

Interest cover (Interest revenue
over interest expense) (times)

1.89

1.79

The amount Total Tangible Assets
exceeds Total External Liabilities
(Clause 8)

4,

563,628

4,094,030

The amount Total Tangible Assets
exceeds Total External Liabilities

as a percent.
(Clause 8)

7.35

6.33%
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