INFORMATION MEMORANDUM

AFG

Perpetual Corporate Trust Limited
(ABN 99 000 341 533) as trustee of the
2018-1 TRUST in respect of SERIES

2018-1

Definitions of defined terms used in this Information Memorandum are contained in the Glossary.
Aggregate Initial
Invested Amount

Initial Interest Rate

Rating
(S&P / Fitch)

Class A1 Notes

AUD65,000,000

Bank Bill Rate (1 month) + 0.70%

AAA(sf)/AAAsf

Class A2 Notes

AUD250,000,000

Bank Bill Rate (1 month) + 1.20%

AAA(sf)/AAAsf

Class A3 Notes

AUD14,700,000

Bank Bill Rate (1 month) + 1.55%

AAA(sf)/Not rated

Class AB Notes

AUD8,750,000

Bank Bill Rate (1 month) + 1.75%

AAA(sf)/Not rated

Class B Notes

AUD5,075,000

Bank Bill Rate (1 month) + 1.95%

AA(sf)/Not rated

Class C Notes

AUD3,675,000

Bank Bill Rate (1 month) + 2.90%

A(sf)/Not rated

Class D Notes

AUD1,225,000

Bank Bill Rate (1 month) + 3.90%

BBB(sf)/Not rated

Class E Notes

AUD875,000

Bank Bill Rate (1 month) + 6.20%

BB(sf)/Not rated

Arranger, Joint Lead Manager and Dealer
Australia and New Zealand Banking Group Limited
(ABN 11 005 357 522)
Joint Lead Manager and Dealer
National Australia Bank Limited
(ABN 12 004 044 937)

This Information Memorandum is dated 27 June 2018
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Purpose
This Information Memorandum has been prepared solely in connection with the AFG 2018-1 Trust in
respect of Series 2018-1 (the “Series”). This Information Memorandum relates solely to a proposed
issue of Class A1 Notes, Class A2 Notes, Class A3 Notes, Class AB Notes, Class B Notes, Class C
Notes, Class D Notes and Class E Notes (together, the “Offered Notes”) by the Issuer. This
Information Memorandum does not relate to, and is not relevant for, any other purpose than to assist
the recipient to decide whether to proceed with a further investigation of the Offered Notes. This
Information Memorandum contains information relating to the Class F Notes (which are to be issued
on the Closing Date) and Redraw Notes (which may be issued by the Issuer in certain circumstances
after the Closing Date). Class F Notes and Redraw Notes are not Offered Notes for the purposes of
this Information Memorandum. No invitation for subscriptions for Class F Notes and Redraw Notes is
being made by this Information Memorandum.
This Information Memorandum is not intended to provide the sole basis of any credit or other
evaluation and it does not constitute a recommendation, offer or invitation to purchase the Offered
Notes by any person.
Potential investors in the Offered Notes should read this Information Memorandum and the
Transaction Documents and, if required, seek advice from appropriately authorised and qualified
advisers prior to making a decision whether or not to invest in the Offered Notes.
This Information Memorandum contains only a summary of the terms and conditions of the
Transaction Documents, the Trust and the Series. If there is any inconsistency between this
Information Memorandum and the Transaction Documents, the Transaction Documents should be
regarded as containing the definitive information. With the approval of the Manager, a copy of the
Transaction Documents for the Series may be inspected by potential investors or Noteholders in
respect of the Trust at the office of the Manager on a confidential basis, by prior arrangement during
normal business hours.
No guarantee and Notes are not deposits
The Offered Notes will be the obligations solely of Perpetual Corporate Trust Limited in its capacity as
trustee of the Trust in respect of the Series and do not represent obligations of or interests in, and are
not guaranteed by, Perpetual Corporate Trust Limited in its personal capacity or as trustee of any
other trust, series or any affiliate of Perpetual Corporate Trust Limited. AFG Securities Pty Ltd
(“AFGS”), its Related Entities and their respective affiliates do not in any capacity stand behind the
performance of or guarantee the Notes.
The Offered Notes do not represent deposits with, or any other liability of, Australia and New Zealand
Banking Group Limited (“ANZ”) (in any capacity, including without limitation in its capacity as the
Arranger, Joint Lead Manager and Dealer), or any of its Related Entities. The Offered Notes also do
not represent deposits with, or any other liability of, National Australia Bank Limited (“NAB”) (in any
capacity, including without limitation in its capacity as Joint Lead Manager, Dealer and Liquidity
Facility Provider), or any of its Related Entities. Neither ANZ, NAB, nor any of their respective Related
Entities or their respective affiliates guarantees or is otherwise responsible for the payment of interest
or the repayment of principal due on the Offered Notes, the performance of the Offered Notes or the
Series Assets or any particular rate of capital or income return on the Offered Notes.
The holding of Offered Notes is subject to investment risk, including possible delays in repayment and
loss of income and principal invested. Investors should carefully consider the risk factors set out in
Section 3 (“Risk Factors”).
Responsibility for information contained in this Information Memorandum
None of the Issuer, the Security Trustee, the Servicer, the Standby Servicer, the Originator, the
Liquidity Facility Provider, any Counterparty, the Arranger, the Dealers or the Joint Lead Managers
have authorised or caused the issue of this Information Memorandum (and expressly disclaim any
responsibility for any information contained in this Information Memorandum) and none of them has
separately verified the information contained in this Information Memorandum except, in each case,
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with respect to the information for which they are expressed to be responsible in this Information
Memorandum (if any).
The Manager accepts responsibility for the information contained in this Information Memorandum. To
the best of the knowledge and belief of the Manager (and the Manager has taken all reasonable care
to ensure that such is the case), the information contained in this Information Memorandum is in
accordance with the facts and does not omit anything likely to affect the import of such information.
No representation, warranty or undertaking, express or implied, is made and no responsibility or
liability is accepted by any of the Manager, the Issuer, the Security Trustee, the Originator, the
Servicer, the Standby Servicer, the Liquidity Facility Provider, any Counterparty, the Arranger, the
Dealers, the Joint Lead Managers, S&P and Fitch or their respective Related Entities or any person
affiliated with any of them (each a “Relevant Person”) as to the accuracy or completeness of any
information contained in this Information Memorandum (except, in each case, as expressly stated in
this Information Memorandum) or any other information supplied in connection with the Offered Notes
or their distribution.
Each person receiving this Information Memorandum acknowledges that such person has not relied
on any Relevant Person in connection with its investigation of the accuracy of the information in this
Information Memorandum or its investment decisions.
No person has been authorised to give any information or to make any representations other than as
contained in this Information Memorandum and the documents referred to in this Information
Memorandum in connection with the issue or sale of the Offered Notes and, if given or made, such
information or representation must not be relied upon as having been authorised by any Relevant
Person.
This Information Memorandum has been prepared by the Manager based on information available to it
and the facts and circumstances existing as at 27 June 2018 (“Preparation Date”). The Manager has
no obligation to update this Information Memorandum after the Preparation Date having regard to
information which becomes available, or facts and circumstances which come to exist, after the
Preparation Date.
Neither the delivery of this Information Memorandum nor any sale made in connection with this
Information Memorandum shall, under any circumstances, create any implication that there has been
no change in the affairs of the Trust or the Issuer since the Preparation Date or the date upon which
this Information Memorandum has been most recently amended or supplemented or that any other
information supplied in connection with the Offered Notes is correct as of any time subsequent to the
date on which it is supplied or, if different, the date indicated in the document containing such
information.
No Relevant Person undertakes to review the financial condition or affairs of the Trust or the Series
during the life of the Offered Notes or to advise any investor or potential investor in the Offered Notes
of any changes in, or matters arising or coming to their attention which may affect, anything referred to
in this Information Memorandum.
It should not be assumed that the information contained in this Information Memorandum is
necessarily accurate or complete in the context of any offer to subscribe for, or an invitation to
subscribe for, or buy any of, the Offered Notes at any time after the Preparation Date, even if this
Information Memorandum is circulated in conjunction with the offer or invitation.
No financial product advice; investors should make their own enquiries
Neither this Information Memorandum nor any other information supplied in connection with the
Offered Notes is intended to provide the basis of any credit or other evaluation and should not be
considered as a recommendation by any Relevant Person that any recipient of this Information
Memorandum, or of any other information supplied in connection with the Offered Notes, should
purchase any of the Offered Notes. Each investor contemplating purchasing any of the Offered Notes
should make its own independent investigation of the Issuer, the Trust, the Series Assets and the
Offered Notes and each investor should seek its own tax, accounting and legal advice as to the
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consequence of investing in any of the Offered Notes. No Relevant Person accepts any responsibility
for, or makes any representation as to the tax consequences of investing in the Offered Notes.
Each of ANZ and NAB (in any capacity) have no responsibility to or liability for and do not owe any
duty to any person who purchases or intends to purchase the Offered Notes, including without
limitation, in respect of the preparation and due execution of the Transaction Documents.
Limited recourse and series segregation
The Offered Notes issued by the Issuer are limited recourse instruments and are issued only in
respect of the Trust, as it relates to the Series.
All claims against the Issuer in relation to the Offered Notes may, except in limited circumstances, be
satisfied only out of the Series Assets secured under the General Security Deed, and are limited in
recourse to distributions with respect to such Series Assets from time to time.
The Series Assets are not available in any circumstances to meet any obligations of the Issuer in
respect of any Other Trust or any Other Series and if, upon enforcement of the General Security
Deed, sufficient funds are not realised to discharge in full the obligations of Issuer in respect of the
Series, no further claims may be made against the Issuer in respect of such obligations and no claims
may be made against any assets in respect of any Other Trust or any Other Series or, except in in
circumstances of fraud, negligence or wilful default by the Issuer, any of the personal assets of the
Issuer.
No disclosure under Corporations Act
This Information Memorandum is not a “Product Disclosure Statement” or a “Prospectus” for the
purposes of the Corporations Act and is not required to be lodged with the Australian Securities and
Investments Commission (“ASIC”). Nor will any disclosure document (as defined in the Corporations
Act) be lodged with ASIC in respect of the Notes. This Information Memorandum has not been
prepared specifically for investors in Australia and is not required to, and does not, contain all of the
information which would be required in a disclosure document. Accordingly, a person may not
(directly or indirectly) offer for subscription or purchase or issue invitations to subscribe for or buy or
sell the Offered Notes, or distribute this Information Memorandum where such offer, issue or
distribution is received by a person in the Commonwealth of Australia, its territories or possessions
(“Australia”), except if:
(a)

either:
(i)

the amount payable by the transferee in relation to the relevant Offered Notes is
A$500,000 or more (or its equivalent in an alternate currency, and in either case,
disregarding moneys lent by the offeror or its associates); or

(ii)

the offer is to a professional investor for the purposes of section 708 of the
Corporations Act; or

(iii)

the offer or invitation to the transferee is otherwise an offer or invitation that does not
require disclosure to investors in accordance with Part 6D.2 or Part 7.9 of the
Corporations Act; and

(b)

the offer or invitation does not constitute an offer to a “retail client” under Chapter 7 of the
Corporations Act (including, without limitation the financial services licensing requirements of
the Corporations Act); and

(c)

the offer or invitation complies with all applicable laws, regulations and directives; and

(d)

such action does not require any document to be lodged with ASIC or any other regulatory
authority in Australia.

36869138_7

4

Disclosure
Each Relevant Person discloses with respect to itself that it, in addition to the arrangements and
interests it will or may have with respect to the Originator, the Manager, the Servicer, the Disposing
Trustee and Perpetual Corporate Trust Limited in its capacity as trustee of the Trust in respect of the
Series and as Standby Servicer in respect of the Series (together, the “Group”), as described in this
Information Memorandum (the “Transaction Document Interests”) it, its Related Entities or
associates and their respective officers and employees:
(a)

may from time to time, be a Noteholder or have pecuniary or other interests with respect to the
Offered Notes and they may also have interests relating to other arrangements with respect to
a Noteholder or an Offered Note; and

(b)

may receive fees, brokerage and commissions or other benefits, and act as principal with
respect to any dealing with respect to any Offered Notes,

(the “Note Interests”).
Each purchaser of Offered Notes acknowledges these disclosures and further acknowledges and
agrees that:
(c)

each Relevant Person and each of its respective related bodies corporate, their respective
Related Entities and their respective directors, officers and employees (each a “Relevant
Entity”) will or may from time to time have the Transaction Document Interests and may from
time to time have the Note Interests and is, and from time to time may be, involved in a broad
range of transactions including, without limitation, banking, dealing in financial products, credit,
derivative and liquidity transactions, investment management, corporate and investment
banking and research (the “Other Transactions”) in various capacities in respect of any
Relevant Person or any other person, both on the Relevant Entity’s own account and for the
account of other persons (the “Other Transaction Interests”); and

(d)

each Relevant Entity in the course of its business (whether with respect to the Transaction
Document Interests, the Note Interests, the Other Transaction Interests or otherwise) may act
independently of any other Relevant Entity; and

(e)

to the maximum extent permitted by applicable law, the duties of each of the Arranger, the
Dealers, the Joint Lead Managers, any Counterparty and the Liquidity Facility Provider (the
“Finance Parties”) and each of their Related Entities, directors and employees in respect of
the Offered Notes are limited to the contractual obligations of the Finance Parties to the
Manager and Perpetual Corporate Trust Limited in its capacity as trustee of the Trust in
respect of the Series as set out in the relevant Transaction Documents and, in particular, no
advisory or fiduciary duty is owed to any person; and

(f)

a Relevant Entity may have or come into possession of information not contained in this
Information Memorandum regarding any member of the Group that may be relevant to any
decision by a potential investor to acquire the Offered Notes and which may or may not be
publicly available to potential investors (“Relevant Information”); and

(g)

to the maximum extent permitted by applicable law, no Relevant Entity is under any obligation
to disclose any Relevant Information to any potential investor and this Information
Memorandum and any subsequent course of conduct by a Relevant Entity should not be
construed as implying that the Relevant Entity is not in possession of such Relevant
Information; and

(h)

each Relevant Entity may have various potential and actual conflicts of interest arising in the
course of its business including in respect of the Transaction Document Interests, the Note
Interests or the Other Transaction Interests. For example, the exercise of rights against a
member of the Group arising from the Transaction Document Interests (for example, by a
dealer, a joint lead manager, an arranger, a liquidity facility provider or an interest rate swap
provider) or from an Other Transaction may affect the ability of the Group member to perform
its obligations in respect of the Offered Notes. In addition, the existence of the Transaction
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Document Interests or Other Transaction Interests may affect how a Relevant Entity in another
capacity (for example, as a Noteholder) may seek to exercise any rights it may have in that
capacity. These interests may conflict with the interests of a Relevant Person, potential
investor or a Noteholder and a Relevant Person, potential investor or a Noteholder may suffer
loss as a result. To the maximum extent permitted by applicable law, a Relevant Entity is not
restricted from entering into, performing or enforcing its rights in respect of the Transaction
Document Interests, the Note Interests or the Other Transaction Interests and may otherwise
continue to take steps to further or protect any of those interests and its business even where
to do so may be in conflict with the interests of Noteholders, potential investors or the Group
and the Relevant Entities may in so doing act without notice to, and without regard to, the
interests of any such person.
Selling restrictions
The distribution of this Information Memorandum and the offering or sale of the Offered Notes in
certain jurisdictions may be restricted by law. The Relevant Persons do not represent that this
Information Memorandum may be lawfully distributed, or that the Offered Notes may be lawfully
offered, in compliance with any applicable registration or other requirements in any such jurisdiction,
or pursuant to an exemption available thereunder, or assume any responsibility for facilitating any
such distribution or offering. In particular, no action has been or will be taken by any Relevant Person
that would permit a public offer of the Offered Notes in any country or jurisdiction where action for that
purpose is required.
Accordingly, the Offered Notes may not be offered or sold, directly or indirectly, and neither this
Information Memorandum nor any information memorandum, private placement memorandum,
prospectus, form of application, advertisement or other offering material may be issued or distributed
or published in any country or jurisdiction, except in circumstances that will result in compliance with
all applicable laws and regulations. Persons into whose possession this Information Memorandum
comes are required by the Issuer and the Manager to inform themselves about and to observe any
such restrictions. In particular, see Section 14 (“Subscription and Sale”).
Offshore Associates
Offered Notes issued pursuant to this Information Memorandum must not be purchased by an
Offshore Associate of the Issuer other than one acting in the capacity of a dealer, manager or
underwriter in relation to the placement of the Offered Notes or in the capacity of a clearing house,
custodian, funds manager or responsible entity of an Australian registered scheme.
An Offshore Associate of the Issuer means an associate (as defined in s128F of the Income Tax
Assessment Act 1936 (Cth)) of the Issuer that is either a non-resident of Australia that does not
acquire the Notes in carrying on a business at or through a permanent establishment in Australia or,
alternatively, a resident of Australia that acquires the Notes in carrying on a business at or through a
permanent establishment outside of Australia.
European Capital Requirements Regulation
Articles 404 to 410 (inclusive) of Regulation (EU) No 575/2013 of the European Parliament and
Council (the “CRR”), as supplemented by Commission Delegated Regulation (EU) No 625/2014 and
Commission Implementing Regulation (EU) No 602/2014, became applicable on 1 January 2014 in
the Member States of the European Union and has been implemented by national legislation in other
Member States of the European Economic Area (“EEA”). Article 405(1) of the CRR restricts ‘credit
institutions’ and ‘investment firms’ (each as defined in the CRR) and the consolidated group
subsidiaries thereof (each, a “CRR Investor”) from investing in or being exposed to the credit risk of a
‘securitisation’ (as defined in the CRR) unless the originator, sponsor or original lender in respect of
that securitisation has explicitly disclosed to the CRR Investor that it will retain, on an ongoing basis, a
net economic interest of at least 5% in that securitisation in the manner contemplated by Article 405 of
the CRR.
Article 406 of the CRR also requires that a CRR Investor be able to demonstrate that it has
undertaken certain due diligence in respect of, amongst other things, the Offered Notes it has acquired
and the underlying exposures, and that procedures have been established for monitoring the
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performance of the underlying exposures on an on-going basis. Failure to comply with one or more of
the requirements set out in Articles 405 and 406 of the CRR may result in the imposition of a penal
capital charge with respect to the investment made in the securitisation by the relevant CRR Investor.
Investors should also be aware of Article 17 of the EU Alternative Investment Fund Managers
Directive (Directive 2011/61/EU) as supplemented by Section 5 of Chapter III of Commission
Delegated Regulation (EU) No 231/2013 (“AIFMD”) and Article 135(2) of the European Union
Solvency II Directive 2009/138/EC, as supplemented by Articles 254-257 of Commission Delegated
Regulation (EU) No 2015/35 (together, “Solvency II”), which introduced risk retention and due
diligence requirements similar to those set out in Articles 404-410 of the CRR and apply, respectively,
to EEA regulated alternative investment fund managers and EEA regulated insurance/reinsurance
undertakings (all such requirements, together with those requirements under the CRR, the “Existing
EU Retention Rules”). While such requirements are similar to those which apply under the CRR, they
are not identical and, in particular, additional due diligence obligations apply to investors under AIFMD
and Solvency II.
On 17 January 2018, Regulation EU 2017/2402 laying down a general framework for securitisation
and creating a framework for simple, transparent and standardised securitisations, and amending
Directives 2009/65/EC, 2009/138/EC and 2011/61/EU and Regulations (EC) No 1060/2009 and (EU)
No 648/2012 and Regulation EU 2017/2401 containing related amendments to the CRR (collectively,
the “New Securitisation Regulations”) entered into force in the European Union. The new
securitisation risk retention and due diligence rules under the New Securitisation Regulations (the
“New EU Retention Rules”) will apply to securitisations in respect of which the relevant securities are
issued on or after 1 January 2019. The aim of the New Securitisation Regulations is to create a
harmonised securitisation framework within the European Union.
In addition to applying to any investor regulated by the Existing EU Retention Rules, the New EU
Retention Rules will also apply to certain investment companies authorised in accordance with the
Undertakings for Collective Investment in Transferable Securities Directive (Directive 2009/65/EC)
(collectively “UCITS”) and to institutions for occupational retirement provision falling within the scope
of Directive (EU) 2016/2341 and certain other entities appointed by such institutions (collectively,
“IORPS”).
Under the New Securitisation Regulations, the Existing EU Retention Rules will continue to apply to
securitisations in respect of which the relevant securities are issued before 1 January 2019 (“Pre-2019
Securitisations”), as is the case with the Offered Notes. However, the New Securitisation Regulations
make no express provision as to the application of any investment restrictions or due diligence
requirements, whether under the Existing EU Retention Rules or the New EU Retention Rules, to
UCITS or IORPS that hold or acquire any interest in respect of a Pre-2019 Securitisation, and,
accordingly, it is not known what requirements (if any) may be applicable thereto.
There are material differences between the New EU Retention Rules and the Existing EU Retention
Rules. Certain aspects of the New Securitisation Regulations will be supplemented by technical
standards that have not yet been adopted or published in final form. The timing for the adoption of the
new risk retention regulatory technical standards under the New EU Retention Rules is uncertain. Until
such new regulatory technical standards are adopted, investors in securitisations in respect of which
the relevant securities are issued on or after 1 January 2019 and which are within scope of the
Existing EU Retention Rules will be required to comply with the existing regulatory technical
standards.
Neither AFGS nor any other party to the Transaction Documents undertakes to retain, either on an
ongoing basis or for any period, any net economic interest in this securitisation transaction for the
purposes of the Existing EU Retention Rules or the New EU Retention Rules. Accordingly, the Offered
Notes may not be a suitable investment for prospective investors who are CRR Investors or who
otherwise are or may be subject to any of the retention rules referred to above.
For further information, see Section 3 (“Risk Factors – European Union Capital Requirements
Regulation – securitisation exposure rules and other regulatory initiatives”).
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Repo-Eligibility
The Manager intends to make an application to the Reserve Bank of Australia (“RBA”) for the Class
A1 Notes, Class A2 Notes, Class A3 Notes and Class AB Notes to be “eligible securities” (or “repo
eligible”) for the purposes of repurchase agreements with the RBA.
The criteria for repo eligibility published by the RBA require, among other things, that certain
information be provided by the Manager to the RBA at the time of seeking repo-eligibility and during
the term of the Class A1 Notes, Class A2 Notes, Class A3 Notes and Class AB Notes in order for the
Class A1 Notes, Class A2 Notes, Class A3 Notes and Class AB Notes (as applicable) to be (and to
continue to be) repo-eligible.
No assurance can be given that the application by the Manager for the Class A1 Notes, Class A2
Notes, Class A3 Notes and Class AB Notes to be repo eligible will be successful, or that the Class A1
Notes, Class A2 Notes, Class A3 Notes and Class AB Notes will continue to be repo eligible at all
times even if they are eligible in relation to their initial issue. For example, subsequent changes by the
RBA to its criteria could affect whether the Class A1 Notes, Class A2 Notes, Class A3 Notes and
Class AB Notes continue to be repo-eligible.
If the Class A1 Notes, Class A2 Notes, Class A3 Notes and Class AB Notes are repo-eligible at any
time, Noteholders should be aware that relevant disclosures may be made by the Manager to
investors and potential investors in Class A1 Notes, Class A2 Notes, Class A3 Notes and Class AB
Notes from time to time in such form as determined by the Manager as it sees fit (including for the
purpose of complying with the RBA’s criteria).
Credit Ratings
There are references in this Information Memorandum to ratings. A rating is not a recommendation to
buy, sell or hold securities, nor does it comment as to principal prepayments, market price or the
suitability of securities for particular investors. A rating may be changed, suspended or withdrawn at
any time by the relevant Rating Agency.
Ratings are for distribution only to a person (a) who is not a “retail client” within the meaning of section
761G of the Corporations Act and is also a sophisticated investor, professional investor or other
investor in respect of whom disclosure is not required under Part 6D.2 or 7.9 of the Corporations Act,
and (b) who is otherwise permitted to receive ratings in accordance with applicable law in any
jurisdiction in which the person may be located. Anyone who is not such a person is not entitled to
receive this Information Memorandum and anyone who receives this Information Memorandum must
not distribute it to any person who is not entitled to receive it.
The credit ratings of the Notes should be evaluated independently from similar ratings on other types
of notes or securities. A rating does not address the market price or the suitability for a particular
investor of the Notes.

36869138_7

8

TABLE OF CONTENTS
1

SUMMARY – PRINCIPAL TERMS OF THE OFFERED NOTES

11

2

GENERAL

12

2.1
2.2
2.3
2.4

12
12
13
15

Summary – Transaction Parties
Summary – Transaction
General Information on the Notes
Structure Diagram

3

RISK FACTORS

16

4

DESCRIPTION OF THE SERIES RECEIVABLES

38

4.1

38

5

Pool Receivables Data

SERIES ASSETS AND ELIGIBILITY CRITERIA

43

5.1
5.2
5.3
5.4
5.5
5.6
5.7
5.8

43
43
44
44
45
45
46
46

Acquisition of Series Receivables by Issuer
Eligibility Criteria for Series Receivables
AFGS’s representations and warranties regarding the Receivables
Remedy for misrepresentations
Sale of Series Receivables by the Issuer
Setting the Threshold Rate
Fixed Rate Housing Loans
Redraws and Further Advances

6

CONDITIONS OF THE NOTES

48

7

GENERAL INFORMATION

59

8

THE AFG GROUP

60

9

ORIGINATION AND SERVICING OF THE SERIES RECEIVABLES

64

9.1
9.2
9.3
9.4
9.5
9.6

64
64
65
65
66
66

10

11

Roles and Responsibilities of companies within the AFG Group
Origination of Housing Loans
Credit Assessment
Housing Loan Characteristics
Servicing of Housing Loans
Standby Servicer

DESCRIPTION OF THE PARTIES AND SUPPORT FACILITY PROVIDERS

68

10.1
10.2
10.3
10.4
10.5

68
68
68
68
69

Issuer
Security Trustee
AFGS - Originator, Manager and Servicer
NAB – Liquidity Facility Provider
Mortgage Insurers

CASHFLOW ALLOCATION METHODOLOGY
11.1
11.2
11.3
11.4
11.5
11.6
11.7
11.8
11.9
11.10
11.11
11.12
11.13
11.14

36869138_7

70

Collections
70
Distributions during a Collection Period
70
Determination of Available Principal
70
Determination of Total Available Principal
71
Application of Total Available Principal (prior to an Event of Default and enforcement
of the General Security Deed)
71
Step-Down Conditions
72
Determination of Available Income
73
Principal Draw
73
Liquidity Draw
73
Extraordinary Expense Reserve Draw
74
Determination of Total Available Income
75
Application of Total Available Income (prior to an Event of Default and enforcement of
the General Security Deed)
75
Calculation of Amortisation Amount
77
Calculation of Losses and Charge-Offs
78

11.15
11.16
11.17
11.18
11.19
11.20
11.21
12

Allocation of Charge-Offs
78
Re-instatement of Carryover Charge-Offs
79
Amortisation Ledger
79
Application of proceeds following an Event of Default and enforcement of the General
Security Deed
79
Collateral Support
82
Call Option
82
Tax Account
82

DESCRIPTION OF THE TRANSACTION DOCUMENTS
12.1
12.2
12.3
12.4
12.5
12.6
12.7
12.8

83

Overview of the AFG Trusts programme
83
General Features of the Trust
83
The role of the Issuer under the Master Trust Deed
85
The role of the Security Trustee under the Master Trust Deed and the General
Security Deed
89
The Management Deed
96
The Servicing Deed
99
The Standby Servicing Deed
102
The Liquidity Facility Agreement
103

13

AUSTRALIAN TAXATION

108

14

SUBSCRIPTION AND SALE

113

14.1
14.2

113
117

15

Subscription
Weighted Average Life of the Notes

GLOSSARY

36869138_7

119

10

1

SUMMARY – PRINCIPAL TERMS OF THE OFFERED NOTES

This table provides a summary of certain principal terms of the Offered Notes issued in respect of the
Trust. This summary is qualified by the more detailed information contained elsewhere in this
Information Memorandum.
Class A1
Notes

Class A2
Notes

Class A3
Notes

Class AB
Notes

Class B
Notes

Class C
Notes

Class D
Notes

Class E
Notes

Denomination

AUD

AUD

AUD

AUD

AUD

AUD

AUD

AUD

Aggregate
Initial Invested
Amount

$65,000,000

$250,000,000

$14,700,000

$8,750,000

$5,075,000

$3,675,000

$1,225,000

$875,000

Initial Invested
Amount
per
Note
Issue price

AUD 1,000

AUD 1,000

AUD 1,000

AUD 1,000

AUD 1,000

AUD 1,000

AUD 1,000

AUD 1,000

100%

100%

100%

100%

100%

100%

100%

100%

Interest
frequency

Monthly

Monthly

Monthly

Monthly

Monthly

Monthly

Monthly

Monthly

Payment
Dates

The 10th day
of each
month,
subject to the
Business Day
Convention.
The first
Payment
Date occurs
on 10 August
2018

The 10th day
of each
month,
subject to the
Business Day
Convention.
The first
Payment
Date occurs
on 10 August
2018

The 10th day
of each
month,
subject to the
Business Day
Convention.
The first
Payment
Date occurs
on 10 August
2018

The 10th day
of each
month,
subject to the
Business Day
Convention.
The first
Payment
Date occurs
on 10 August
2018

The 10th day
of each
month,
subject to the
Business Day
Convention.
The first
Payment
Date occurs
on 10 August
2018

The 10th day
of each
month,
subject to the
Business Day
Convention.
The first
Payment
Date occurs
on 10 August
2018

The 10th day
of each
month,
subject to the
Business Day
Convention.
The first
Payment
Date occurs
on 10 August
2018

The 10th day
of each
month,
subject to the
Business Day
Convention.
The first
Payment
Date occurs
on 10 August
2018

Interest Rate

Bank Bill Rate
(1 month) +
Margin +
(from the
Step-up
Margin Date)
Step-Up
Margin

Bank Bill Rate
(1 month) +
Margin +
(from the
Step-up
Margin Date)
Step-up
Margin

Bank Bill Rate
(1 month) +
Margin +
(from the
Step-up
Margin Date)
Step-up
Margin

Bank Bill Rate
(1 month) +
Margin +
(from the
Step-up
Margin Date)
Step-up
Margin

Bank Bill Rate
(1 month) +
Margin

Bank Bill Rate
(1 month) +
Margin

Bank Bill Rate
(1 month) +
Margin

Bank Bill Rate
(1 month) +
Margin

Margin

0.70%

1.20%

1.55%

1.75%

1.95%

2.90%

3.90%

6.20%

Note Step-Up
Margin

0.25%

0.25%

0.25%

0.25%

Not
applicable

Not
applicable

Not
applicable

Not
applicable

Day
count
fraction

Actual/365
(Fixed)

Actual/365
(Fixed)

Actual/365
(Fixed)

Actual/365
(Fixed)

Actual/365
(Fixed)

Actual/365
(Fixed)

Actual/365
(Fixed)

Actual/365
(Fixed)

Business Day
Convention

Following

Following

Following

Following

Following

Following

Following

Following

Maturity Date

The Payment
Date in
January 2050

The Payment
Date in
January 2050

The Payment
Date in
January 2050

The Payment
Date in
January 2050

The Payment
Date in
January 2050

The Payment
Date in
January 2050

The Payment
Date in
January 2050

The Payment
Date in
January 2050

AAA(sf)

AAA(sf)

AAA(sf)

AAA(sf)

AA(sf)

A(sf)

BBB(sf)

BB(sf)

AAAsf

AAAsf

Not Rated

Not Rated

Not Rated

Not Rated

Not Rated

Not Rated

Governing law

New South
Wales

New South
Wales

New South
Wales

New South
Wales

New South
Wales

New South
Wales

New South
Wales

New South
Wales

Form of Notes

Registered

Registered

Registered

Registered

Registered

Registered

Registered

Registered

Listing

Not
applicable

Not
applicable

Not
applicable

Not
applicable

Not
applicable

Not
applicable

Not
applicable

Not
applicable

Clearance

Austraclear

Austraclear

Austraclear

Austraclear

Austraclear

Austraclear

Austraclear

Austraclear

ISIN

AU3FN00428
91

AU3FN00429
09

AU3FN00429
17

AU3FN00429
25

AU3FN00429
33

AU3FN00429
41

AU3FN00429
66

AU3FN00429
82

Ratings
• S&P
Fitch

•
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2

GENERAL

This summary highlights selected information from this Information Memorandum and does not
contain all of the information that you need to consider in making your investment decision. All of the
information contained in this summary is qualified by the more detailed explanations in other parts of
this Information Memorandum and by the terms of the Transaction Documents.
2.1

Summary – Transaction Parties

Trust

AFG 2018-1 Trust

Series

Series 2018-1

Issuer

Perpetual Corporate Trust Limited (ABN 99 000 341 533) in its
capacity as trustee of the Trust and in respect of the Series

Manager

AFG Securities Pty Ltd (ABN 90 119 343 118)

Originator

AFG Securities Pty Ltd (ABN 90 119 343 118)

Servicer

AFG Securities Pty Ltd (ABN 90 119 343 118)

Standby Servicer

Perpetual Corporate Trust Limited (ABN 99 000 341 533)

Security Trustee

P.T. Limited (ABN 67 004 454 666) in its capacity as trustee of
the AFG 2018-1 Trust – Series 2018-1 Security Trust

Registrar

The Issuer

Liquidity Facility Provider

National Australia Bank Limited (ABN 12 004 044 937)

Arranger, Joint Lead Manager and
Dealer

Australia and New Zealand Banking Group Limited (ABN 11 005
357 522)

Joint Lead Manager and Dealer

National Australia Bank Limited (ABN 12 004 044 937)

Residual Income Unitholder

AFG Securities Pty Ltd (ABN 90 119 343 118)

Residual Capital Unitholder

AFG Securities Pty Ltd (ABN 90 119 343 118)

Rating Agencies

Standard and Poor’s (Australia) Pty Ltd and Fitch Australia Pty
Ltd

Mortgage Insurers

Genworth Financial Mortgage Insurance Pty Limited (ABN
60 106 974 305) and QBE Lender’s Mortgage Insurance Limited
(ABN 70 000 511 071)

2.2

Summary – Transaction

Closing Date

27 June 2018, or such other date notified by the Manager to
the Issuer.

Cut-Off Date

23 May 2018.

Eligibility Criteria

See Section 5.2 (“Eligibility Criteria for Series Receivables”).

Payment Dates

The 10th day of each month, subject to the Business Day
Convention. The first Payment Date occurs on 10 August
2018.

36869138_7
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Determination Date

The day which is 3 Business Days prior to each Payment
Date.

Call Option Date

Each Payment Date occurring on or following the earliest to
occur of:

Step-Down Conditions

Derivative Contract

2.3

(a)

the Payment Date occurring in June 2023; and

(b)

the Payment Date following the first Determination
Date on which the aggregate Invested Amount of all
Notes is less than 20% of the aggregate Initial
Invested Amount of all Notes on the Closing Date.

The Step-Down Conditions are satisfied on a Payment Date if:
(a)

the Payment Date is before the first Call Option Date;

(b)

the Payment Date occurs on or after the day which is
2 years after the Closing Date;

(c)

the Class A1 Notes have been redeemed in full;

(d)

the Subordinated Note Percentage as at the
Determination Date immediately preceding that
Payment Date is at least 20.0%;

(e)

the Average Arrears Ratio on the Determination Date
immediately preceding that Payment Date is less than
or equal to 2.0%; and

(f)

there are no unreimbursed Carryover Charge-Offs in
respect of any Class of Notes as at the Determination
Date immediately preceding that Payment Date.

As at the Closing Date, there will be no Derivative Contract
(and therefore no Counterparty) in respect of the Series. A
Derivative Contract may be entered into by the Issuer after the
Closing Date (including in the circumstances described in
Section 5.7 (“Fixed Rate Housing Loans”)) only if a Rating
Notification has been provided.

General Information on the Notes

Type

The Notes are multi-class, asset backed, secured, limited recourse,
amortising, floating rate debt securities and are issued with the benefit of,
and subject to, the Master Trust Deed, the General Security Deed, the Issue
Supplement, the Note Deed Poll and the other Transaction Documents.

Classes

The Notes will be divided into 10 classes: Class A1 Notes, Class A2 Notes,
Class A3 Notes, Class AB Notes, Class B Notes, Class C Notes, Class D
Notes, Class E Notes, Class F Notes and Redraw Notes.

Offered Notes

The Class A1 Notes, Class A2 Notes, Class A3 Notes, Class AB Notes,
Class B Notes, Class C Notes, the Class D Notes and the Class E Notes
comprise the Offered Notes. This Information Memorandum relates solely to
a proposed issue of the Offered Notes by the Issuer.

Additional Notes
and Series

The Issuer will also issue Class F Notes on the Closing Date to AFGS or
another entity. The aggregate Initial Invested Amount of the Class F Notes
will be A$700,000. The Class F Notes will not be rated.
The Issuer may not issue any further Notes after the Closing Date other than

36869138_7
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Redraw Notes in the circumstances described in Section 5.8 (“Redraws and
Further Advances”).
No series in respect of the Trust will be created other than the Series.
Rating

The Offered Notes will initially have the rating specified in Section 1
(“Summary – Principal Terms of the Offered Notes”).
The rating of the Offered Notes should be evaluated independently from
similar ratings on other types of notes or securities. A rating is not a
recommendation to buy, sell or hold securities, nor does it comment as to
principal prepayments, market price or the suitability of securities for
particular investors. A rating may be changed, suspended or withdrawn at
any time by the relevant Rating Agency.

Call Option

The Manager may (at its option) direct the Issuer to redeem all, but not some
only, of the outstanding Notes on a Call Option Date.
The Notes will be redeemed by the Issuer at the Redemption Amount for
those Notes.
The Issuer, at the direction of the Manager, must give at least 10 days’ notice
to the Noteholders of its intention to exercise its option to redeem the Notes
on a Call Option Date.

Early Redemption

If a law requires the Issuer to withhold or deduct an amount in respect of
Taxes (excluding any FATCA Withholding Tax) from a payment in respect of
a Note, then the Manager may (at its option) direct the Issuer to redeem all
(but not some only) of the Notes by paying to the Noteholders the
Redemption Amount for the Notes.
The Issuer must give at least 10 days’ notice to the relevant Noteholders of
its intention to redeem the Notes.

Form of Notes

The Notes will be in uncertificated registered form and inscribed on a register
maintained by the Issuer in Australia.

Listing

The Notes will not be listed.

36869138_7
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2.4

Structure Diagram

Debtors

TRUST MANAGER
AFG Securities
Pty Ltd

Housing Loans

Disposing Trust
SERVICER
AFG Securities
Pty Ltd

Transfer of
Housing
Loans

Purchase
price

LIQUIDITY FACILITY
PROVIDER
National Australia Bank
Limited

ISSUER

General
Security
Deed

SECURITY TRUSTEE
P.T. Limited

Perpetual Corporate Trust Limited as
trustee of the AFG 2018-1 Trust
SERIES 2018-1

STANDBY SERVICER
Perpetual Corporate Trust
Limited

RESIDUAL INCOME
UNITHOLDER and
RESIDUAL CAPITAL
UNITHOLDER
AFG Securities Pty Ltd

NOTES
(Class A1 Notes, Class A2
Notes, Class A3 Notes,
Class AB Notes, Class B
Notes, Class C Notes,
Class D Notes, Class E
Notes, Class F Notes and
Redraw Notes)
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3

RISK FACTORS

The purchase and holding of the Notes is not free from risk. This section describes some of the
principal risks associated with the Notes. It is only a summary of some particular risks. There can be
no assurance that the structural protection available to Noteholders will be sufficient to ensure that a
payment or distribution of a payment is made on a timely or full basis. Prospective investors should
read the Transaction Documents and make their own independent investigation and seek their own
independent advice as to the potential risks involved in purchasing and holding the Notes.
Risk factors relating to the Notes
The Notes will only be paid
from the Series Assets

The Issuer will issue the Notes in its capacity as trustee of the
Trust in respect of the Series.
The Issuer will be entitled to be indemnified out of the Series
Assets for all payments of interest and principal in respect of
the Notes.
A Noteholder's recourse against the Issuer with respect to the
Notes is limited to the amount by which the Issuer is
indemnified from the Series Assets. Except in the case of, and
to the extent that a liability is not satisfied because the Issuer's
right of indemnification out of the Series Assets is reduced as
a result of, fraud, negligence or wilful default of the Issuer, no
rights may be enforced against the Issuer by any person and
no proceedings may be brought against the Issuer except to
the extent of the Issuer's right of indemnity and reimbursement
out of the Series Assets. Except in those limited
circumstances, the assets of the Issuer in its personal capacity
are not available to meet payments of interest or principal in
respect of the Notes.
If the Issuer is denied indemnification from the Series Assets,
the Security Trustee will be entitled to enforce the General
Security Deed in respect of the Series and apply the Collateral
for the benefit of the Secured Creditors of the Series (which
includes the relevant Noteholders). The Security Trustee may
incur costs in enforcing the General Security Deed, with
respect to which the Security Trustee will be entitled to
indemnification. Any such indemnification will reduce the
amounts available to pay interest on and repay principal of the
Notes.
In no circumstances will the assets of any Other Trust or Other
Series be available to meet any obligations of the Issuer in
respect of the Notes of the Series.

Limited Credit Enhancements

36869138_7

The amount of credit enhancement provided through the
Mortgage Insurance Policies, excess Total Available Income,
the Extraordinary Expense Reserve, the Liquidity Facility, the
reduction of the Amortisation Ledger on account of Losses and
subordination of:
•

the Class A3 Notes, the Class AB Notes, the Class B
Notes, the Class C Notes, the Class D Notes, the
Class E Notes and the Class F Notes to the Class A1
Notes, the Class A2 Notes and the Redraw Notes;

•

the Class AB Notes, the Class B Notes, the Class C
Notes, the Class D Notes, the Class E Notes and the
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Class F Notes to the Class A3 Notes;
•

the Class B Notes, the Class C Notes, the Class D
Notes, the Class E Notes and the Class F Notes to the
Class AB Notes;

•

the Class C Notes, the Class D Notes, the Class E
Notes and the Class F Notes to the Class B Notes;

•

the Class D Notes, the Class E Notes and the Class F
Notes to the Class C Notes;

•

the Class E Notes and the Class F Notes to the Class
D Notes; and

•

the Class F Notes to the Class E Notes,

is limited and could be depleted prior to the payment in full of
the Notes. If the Mortgage Insurance Policies do not provide
coverage for all losses incurred in respect of a Series
Receivable and if there is insufficient excess Total Available
Income to make the Issuer whole in respect of any such losses
or if the aggregate Stated Amount of any subordinated classes
of Notes is reduced to zero, Noteholders may suffer losses on
their Notes.
You may not be able to sell the
Notes

There is currently no secondary market for the Notes and no
assurance can be given that a secondary market in the Notes
will develop, or, if one does develop, that it will provide liquidity
of investment or will continue for the life of the Notes.
No assurance can be given that it will be possible to effect a
sale of the Notes, nor can any assurance be given that, if a
sale takes place, it will not be at a discount to the acquisition
price or the Invested Amount of the Notes.

There is no way to predict the
actual rate and timing of
principal payments on the
Notes

Whilst the Issuer is obliged to repay the Notes by the Maturity
Date, principal may be passed through to Noteholders on each
Payment Date from the Total Available Principal and such
amount will reduce the principal balance of the Notes.
However, no assurance can be given as to the rate at which
principal will be passed through to Noteholders. Accordingly,
the actual date by which Notes are repaid cannot be precisely
determined.
The timing and amount of principal which will be passed
through to Noteholders will be affected by the rate at which the
Series Receivables are repaid or prepaid, which may be
influenced by a range of economic, demographic, social and
other factors, including:

36869138_7

•

the level of interest rates applicable to the Series
Receivables relative to prevailing interest rates in the
market;

•

the delinquencies and default rate of Debtors under
the Series Receivables;

•

demographic
and
social
factors
such
as
unemployment, death, divorce and changes in
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employment of Debtors;
•

the rate at which Debtors sell or refinance their
properties;

•

the degree of seasoning of the Series Receivables;
and

•

the loan-to-valuation ratio of the Debtors’ properties at
the time of origination of the relevant Series
Receivables.

The Noteholders may receive repayments of principal on the
Notes earlier or later than would otherwise have been the case
or may not receive repayments of principal at all.
Other factors which could result in early repayment of principal
to Noteholders include:
•

receipt by the Issuer of enforcement proceeds due to
a Debtor having defaulted on its Series Receivable;

•

receipt by the Issuer of damages by the Manager as a
result of a breach of certain representations as
described
in
Section
5.4
(“Remedy
for
misrepresentations”);

•

the sale of a Series Receivable by the Issuer in the
circumstances described in Section 5.5 (“Sale of
Series Receivables by the Issuer”);

•

exercise of the Call Option on a Call Option Date; and

•

receipt of proceeds of enforcement of the General
Security Deed prior to the Maturity Date of the Notes.

In addition:
•

Total Available Principal may be used to fund payment
delinquencies (in the form of Principal Draws); and

•

Collections received by the Issuer which constitute
Available Principal may be applied by the Issuer (at
the direction of the Manager) during a Collection
Period towards funding Redraws made by Debtors
under the terms of the relevant Series Receivable in
the circumstances described in Section 11.2
(“Distributions during a Collection Period”) and may
also be applied towards funding Redraws on a
Payment Date in accordance with Section 11.5
(“Application of Total Available Principal (prior to an
Event of Default and enforcement of the General
Security Deed)”).

The utilisation of funds by the Issuer for these purposes will
slow the rate at which principal will be passed through to
Noteholders.
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Reinvestment risk on payments
received during a Collection
Period

If a prepayment is received on a Series Receivable during a
Collection Period, then to the extent it is not applied towards
funding Redraws where permitted at any time, then interest
will cease to accrue on that part of the Series Receivable
prepaid from the date of the prepayment. The amount repaid
will be deposited into the Collection Account or invested in
Authorised Investments and may earn interest at a rate less
than the then rate on the Series Receivables.
Interest will, however, continue to be payable in respect of the
Invested Amount of the Notes until the next Payment Date.
Accordingly, this may affect the ability of the Issuer to pay
interest in full on the Notes. The Issuer has access to
Principal Draws and the amount available under the Liquidity
Facility to finance such shortfalls in interest payments to the
Noteholders of the Class A1 Notes, the Class A2 Notes, the
Redraw Notes, the Class A3 Notes and the Class AB Notes
and, to the extent that such interest payments constitute
Required Payments in respect of that Payment Date, the Class
B Notes, the Class C Notes, the Class D Notes and the Class
E Notes.

The redemption of the Notes on
the Call Option Date may affect
the return on the Notes

There is no assurance that the Series Assets will be sufficient
to redeem the Notes on a Call Option Date or that the
Manager will exercise its discretion and direct the Issuer to
redeem the Notes on a Call Option Date.
The Manager has the right under the Issue Supplement to
direct the Issuer to sell any or all of the Series Receivables to
any person in order to raise sufficient funds to redeem all of
the Notes on a Call Option Date at their aggregate Invested
Amount.

Investment in the Notes may
not be suitable for all investors

The Notes are not a suitable investment for any investor that
requires a regular or predictable schedule of payments or
payment on any specific date. The Notes are complex
investments that should be considered only by investors who,
either alone or with their financial, tax and legal advisors, have
the expertise to analyse the prepayment, reinvestment, default
and market risk, the tax consequences of an investment, and
the interaction of these factors.
Mortgage-backed securities, like the Notes, usually produce
more returns of principal to investors when market interest
rates fall below the interest rates on the Series Receivables
and produce less returns of principal when market interest
rates rise above the interest rates on the Series Receivables.
If borrowers refinance their Series Receivables as a result of
lower interest rates, Noteholders may receive an unanticipated
payment of principal. As a result, Noteholders are likely to
receive more money to reinvest at a time when other
investments generally are producing a lower yield than that on
the Notes and are likely to receive less money to reinvest
when other investments generally are producing a higher yield
than that on the Notes. Noteholders will bear the risk that the
timing and amount of payments on the Notes will prevent them
from attaining the desired yield.
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Ratings on the Notes

The credit ratings of the Notes should be evaluated
independently from similar ratings on other types of notes or
securities. A credit rating by a Rating Agency is not a
recommendation to buy, sell or hold securities and may be
subject to revision, suspension, qualification or withdrawal at
any time by the relevant Rating Agency.
A revision, suspension, qualification or withdrawal of the credit
rating of the Notes may adversely affect the price of the Notes.
In addition, the credit ratings of the Notes do not address the
expected timing of principal repayments under the Notes, only
the likelihood that principal will be received no later than the
Maturity Date. No Rating Agency has been involved in the
preparation of this Information Memorandum.

Risk factors relating to the transaction parties
The Manager is responsible for
this Information Memorandum

Except in respect of certain limited information, the Manager
takes responsibility for this Information Memorandum, not the
Issuer. As a result, in the event that a person suffers loss due
to any information contained in this Information Memorandum
being inaccurate or misleading, or omitting a material matter or
thing, that person will not have recourse to the Issuer or the
Series Assets.

Termination of Appointment
of the Manager or the Servicer
may affect the collection of the
Series Receivables

The appointment of each of the Manager and the Servicer may
be terminated in respect of the Series in certain
circumstances. If the appointment of one of them is
terminated, a substitute will need to be found to perform the
relevant role for the Series.
The retirement or removal of the Manager or the Servicer will
only take effect once a substitute has been appointed and has
agreed to be bound by the Transaction Documents.
There is no guarantee that such a substitute will be found or
that the substitute will be able to perform its duties with the
same level of skill and competence as any previous Manager
or Servicer (as the case may be).
To minimise the risk of finding a suitable substitute Manager,
the Issuer has, subject to certain terms and conditions in the
Management Deed, agreed to:
•

act as the Manager in respect of the Series from the
effective date of retirement or termination of the
appointment of the Manager until the appointment of a
replacement Manager is complete; or

•

call a meeting of Noteholders to give direction to the
Issuer in connection with the appointment of a
replacement Manager.

Also, to minimise the risks of finding a suitable substitute
Servicer, the Standby Servicer has, in the event of retirement
or termination of the appointment of the Servicer, agreed to act
as the Servicer in respect of the Series subject to and in
accordance with the Standby Serving Deed, as described in
Section 12.7 (“The Standby Serving Deed”).
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The Servicer may commingle
collections on the Series
Receivables with its assets

Before the Disposing Trustee or the Servicer remits
Collections to the Collection Account, the Collections may be
commingled with the assets of the Disposing Trustee or
Servicer. If the Disposing Trustee or the Servicer becomes
insolvent, the Issuer may only be able to claim those
Collections as an unsecured creditor of the insolvent company.
This could lead to a failure to receive the Collections on the
Series Receivables, delays in receiving the Collections, or
losses to you.

The Servicer’s ability to change
the features of the Series
Receivables may affect the
payment on the Notes

The Servicer may initiate certain changes to the Series
Receivables. Most frequently, the Servicer will change the
interest rate applying to a Series Receivable. In addition,
subject to certain conditions, the Servicer may from time to
time offer additional features and/or products with respect to
the Series Receivables which are not described in this
Information Memorandum.
As a result of such changes, the characteristics of the Series
Receivables may differ from the characteristics of the Series
Receivables at any other time which may affect the timing and
amount of payments the Noteholders receive. If the Servicer
elects to change certain features of the Series Receivables
this could result in different rates of principal repayment on the
Notes than initially anticipated and Debtors may elect to
refinance their loan with another lender to obtain more
favourable features.
If at any time the Servicer elects to fix the interest rate on a
Series Receivable, there must either be a Derivative Contract
in effect to hedge the interest rate risk to the Issuer arising
from the fixed rate of interest payable by the Debtor to the
Issuer and the floating rate of interest payable on the Notes
(being based on the Bank Bill Rate which will vary from time to
time) or the Manager must direct the Issuer to sell the relevant
Series Receivable, as described further in Section 5.7 (“Fixed
Rate Housing Loans”). The Servicer may only agree to fix the
interest rate on a Series Receivable if at that time the
aggregate Outstanding Balance of all Series Receivables
which are subject to a fixed rate of interest (including the
relevant Series Receivable on which the interest rate is to be
fixed) is equal to or less than 2% of the aggregate Outstanding
Balance of all Series Receivables at that time.
As at the Closing Date, there will be no Derivative Contract in
effect in relation to the Series.
If the Manager elects to sell the Series Receivable in these
circumstances, this could result in a faster than expected rate
of principal repayment on the Notes.

The availability of various
support facilities with respect
to payment on the Notes will
ultimately be dependent on the
financial condition of the
support facility provider

NAB is acting as Liquidity Facility Provider. Accordingly, the
availability of this support facility will ultimately be dependent
on the financial strength of NAB (or any replacement in the
event that NAB resigns or is removed from acting in such
capacity and a replacement is appointed).
There are however provisions in the Liquidity Facility
Agreement that provide for the replacement of NAB in its
capacity as Liquidity Facility Provider or the posting of
collateral or taking of other action by NAB in the event that the
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ratings of NAB are reduced below certain levels provided for in
the Liquidity Facility Agreement.
There is no assurance that:
•

the Issuer would be able to find a replacement for
NAB in its capacity as Liquidity Facility Provider within
the timeframes prescribed in the Liquidity Facility
Agreement; or

•

(where applicable) NAB will post collateral in the full
amount required under the terms of the Liquidity
Facility Agreement.

If NAB (or any replacement facility provider) encounters
financial difficulties which impede or prohibit the performance
of its obligations under the Liquidity Facility Agreement, the
Issuer may not have sufficient funds to timely pay the full
amount of principal and interest due on the Notes.
Similarly, if the Issuer enters into a Derivative Contract in
respect of the Series in the future, then the availability of that
support facility will ultimately be dependent on the financial
strength the relevant Derivative Counterparty (or any
replacement in the event that Derivative Counterparty resigns
or is removed from acting in such capacity and a replacement
is appointed).
If that Derivative Counterparty (or any
replacement derivative counterparty) encounters financial
difficulties which impede or prohibit the performance of its
obligations under the relevant Derivative Contract, the Issuer
may not have sufficient funds to timely pay the full amount of
principal and interest due on the Notes.
The
termination
of
any
Derivative Contract may affect
payment on the Notes

Breach of Representation or
Warranty
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If the Issuer enters into a Derivative Contract in respect of the
Series in the future (for example to hedge the interest rate risk
to the Issuer arising from the fixed rate of interest payable by
Debtors on any Series Receivable) and that Derivative
Contract is terminated before the expiry of the derivative
transactions under that Derivative Contract, then:
•

if any Series Receivables are subject to a fixed rate of
interest, Noteholders may be exposed to the risk that
the floating rate of interest payable with respect to the
Notes will be greater than the fixed rate of interest on
those Series Receivables; and

•

a termination payment by either the Issuer or the
Counterparty may be payable. A termination payment
could be substantial.

AFGS will represent and warrant to the Issuer on the Closing
Date that each Receivable and Related Security referred to in
the Initial Reallocation Notice provided to the Issuer in
connection with the acquisition by the Issuer of the Series
Receivables is an Eligible Receivable. The Issuer has not
investigated or made any enquiries regarding the accuracy of
this representation and warranty. AFGS will be required to
pay damages to the Issuer for any direct loss suffered by the
Issuer in respect of any Series Receivable in respect of which
there has been a breach of this representation and warranty.
The maximum amount that AFGS is liable to pay with respect
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to that Series Receivable is the Outstanding Balance of the
relevant Series Receivable plus any accrued but unpaid
interest in respect of the Series Receivable at the time of
payment of the damages.
Risk factors relating to the Series Receivables
The Series Assets are limited

The Series Assets consist primarily of the Series Receivables
(which are Housing Loans and Related Securities).
If the Series Assets are not sufficient to make payments of
interest or principal in respect of the Notes in accordance with
the Cashflow Allocation Methodology, then payments to
Noteholders will be reduced.
Accordingly a failure by Debtors to make payments on the
Series Receivables when due may result in the Issuer having
insufficient funds available to it to make full payments of
interest and principal to the Noteholders. Consequently, the
yield on the Notes could be lower than expected and
Noteholders could suffer losses.

Enforcement
of
Related
Securities may cause delays in
payments and losses

If a Debtor defaults on payments to be made under a Series
Receivable and the Servicer seeks to enforce any Related
Security and/or sell the Land that is subject to that security,
various factors may affect the length of time before the
proceeds of sale (if any) are obtained. In such circumstances,
the sale proceeds may be less than if the sale was carried out
by the Debtor in the ordinary course. Any such delay and any
loss incurred as a result of the realised sale proceeds being
less than the Outstanding Balance of the relevant Series
Receivable and accrued but unpaid interest on that Series
Receivable may affect the ability of the Issuer to make
payments under the Notes.

Delinquency and Default rates

There can be no assurance that delinquency and default rates
affecting the Series Receivables will remain in the future at
levels corresponding to historic rates for assets similar to the
Series Receivables. In particular, if the Australian economy
were to experience a downturn, an increase in unemployment,
an increase in interest rates or any combination of these
factors, delinquencies or default rates on the Series
Receivables may increase, which may cause losses of the
Notes.

Mortgage insurance policies
may not be available to cover
all losses on the applicable
Series Receivables

Mortgage insurance policies cover 46.39% of the Series
Receivables pool (by loan balance as of the Cut-Off Date).
The mortgage insurance policies are subject to some
exclusions from coverage and rights of termination (which
differ between each Lender’s Mortgage Insurance Contract)
that may allow that Mortgage Insurer to reduce a claim or
terminate mortgage insurance cover in respect of a Series
Receivable in certain circumstances. Any such reduction or
termination may affect the ability of the Issuer to pay principal
and interest on the Notes.
Furthermore, QBE Lender’s Mortgage Insurance Limited is
acting as a mortgage insurance provider with respect to
approximately 10.98% of the Series Receivable pool (by loan
balance as of the Cut-Off Date) and Genworth Financial
Mortgage Insurance Pty Ltd is acting as a mortgage insurance

36869138_7

23

provider with respect to approximately 35.41% of the Series
Receivable pool (by loan balance as of the Cut-Off Date). The
availability of funds under the Lender’s Mortgage Insurance
Contracts with these entities will ultimately be dependent on
the financial strength of these entities.
Therefore, a Debtor’s payments that are expected to be
covered by a Lender’s Mortgage Insurance Contract may not
be covered because of these exclusions or because of
financial difficulties impeding a Mortgage Insurer’s ability to
perform its obligations. There is no guarantee that a Mortgage
Insurer will promptly make payment under any Lender’s
Mortgage Insurance Contract or that the Mortgage Insurer will
have the necessary financial capacity to make any such
payment at the relevant time.
As well, the rating of the Notes may be adversely affected in
the event that a Mortgage Insurer is downgraded by either
Rating Agency.
Substantial delays could be encountered in connection with
the enforcement of a Series Receivable or Related Security
and result in shortfalls in distributions to Noteholders to the
extent not covered by a Lender’s Mortgage Insurance Contract
or if the relevant Mortgage Insurer fails to perform its
obligations. Further, enforcement expenses such as legal
fees, real estate taxes and maintenance and preservation
expenses (to the extent not covered by a Lender’s Mortgage
Insurance Contract) will reduce the net amounts recoverable
by the Issuer from an enforced Receivable or Related
Security.
In the event that any of the properties fail to provide adequate
security for the relevant Series Receivable, Noteholders could
experience a loss to the extent the loss was not covered by a
Lender’s Mortgage Insurance Contract or if the relevant
Mortgage Insurer failed to perform its obligations under the
relevant Lender’s Mortgage Insurance Contract.
Payment holidays may result in
Investors not receiving their full
interest payments

In respect of certain Series Receivables, if the Debtor prepays
principal on his or her loan, the Servicer may permit the Debtor
to skip subsequent payments, including interest payments,
provided that the Outstanding Balance of the Series
Receivable is not less than the Scheduled Balance. If a
significant number of Debtors take advantage of this practice
at the same time, the Issuer may not have sufficient funds to
pay Noteholders the full amount of interest on the Notes on the
next Payment Date.

Because interest accrues on
the loans on a simple interest
basis, interest payable may be
reduced
if
Debtors
pay
instalments before scheduled
due dates

Interest accrues on the Series Receivables on a daily simple
interest basis, i.e., the amount of interest payable each
weekly, bi-weekly or monthly period is based on each daily
balance for the period elapsed since interest was last charged
to the Debtor. Thus, if a Debtor pays a fixed instalment before
its scheduled due date, the portion of the payment allocable to
interest for the period since the preceding payment was made
may be less than would have been the case had the payment
been made as scheduled.

The expiration of fixed rate
interest periods may result in

If Series Receivables are or become subject to a fixed rate of
interest, the fixed rates for those Series Receivables will be set
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significant
repayment
increases and hence increased
borrower defaults

for a shorter time period (generally not more than 5 years)
than the life of the loan (up to 30 years). When the Series
Receivable converts to a variable rate or a new fixed rate,
prevailing interest rates may result in the scheduled
repayments increasing significantly in comparison to the
repayments required during the fixed rate term just completed.
This may increase the likelihood of Debtor delinquencies.

Geographic concentration

Section 4.1 (“Pool Receivables Data”) contains details of the
geographic concentration of the pool of Series Receivables as
of 23 May 2018. To the extent that any such region
experiences weaker economic conditions in the future or
natural disasters are experienced in a particular geographic
area, this may increase the likelihood of Debtors with Series
Receivables in that region missing payments or defaulting on
those Series Receivables.

Receivable pool characteristics

If the Issuer makes any Redraws then:

Seasoning
Receivables

of

•

the characteristics of the pool of Receivables may be
altered; and

•

the estimated average lives of the Notes may be
altered.

Series

Section 4.1 (“Pool Receivables Data”) contains details of the
seasoning of the Series Receivables as of 23 May 2018. As of
that date, some of the Series Receivables may not be fully
seasoned and may display different characteristics until they
are fully seasoned. As a result, the Series may experience
higher rates of defaults than if the Series Receivables had
been outstanding for a longer period of time.

The Servicer’s ability to set the
interest rate on variable-rate
Series Receivables may lead to
increased delinquencies or
prepayments

The interest rates on the variable-rate Series Receivables are
not tied to an objective interest rate index, but are set at the
sole discretion of the Servicer. If the Servicer increases the
interest rates on the variable-rate Series Receivables, Debtors
may be unable to make their required payments under the
Series Receivables, and accordingly, may become delinquent
or may default on their payments. In addition, if the interest
rates are raised above market interest rates, Debtors may
refinance their loans with another lender to obtain a lower
interest rate. This could cause higher rates of principal
prepayment than Noteholders expected and affect the yield on
the Notes.

Risk factors relating to security
Enforcement
Security Deed

of

General

If an Event of Default occurs while any Notes are outstanding,
the Security Trustee may and, if directed to do so by an
Extraordinary Resolution of Voting Secured Creditors, must,
declare all amounts outstanding under the Notes immediately
due and payable and enforce the General Security Deed in
accordance with the terms of the General Security Deed and
the Master Trust Deed. That enforcement may include the sale
of the Series Assets.
No assurance can be given that the Security Trustee will be in
a position to sell the Series Assets for a price that is sufficient
to repay all amounts outstanding in relation to the Notes and
other secured obligations that rank ahead of or equally with
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the Notes.
Neither the Security Trustee nor the Issuer will have any
liability to the Secured Creditors in respect of any such
deficiency (except in the limited circumstances described in
the Master Trust Deed).
Personal
regime

Property

Security

A national personal property securities regime commenced
operation throughout Australia on 30 January 2012 pursuant to
the Personal Property Securities Act 2009 (“PPSA”). The
PPSA established a national system for the registration of
security interests in personal property and introduced new
rules for the creation, priority and enforcement of security
interests in personal property.
Security interests for the purposes of the PPSA include
traditional securities such as charges and mortgages over
personal property. However, they also include transactions
that, in substance, secure payment or performance of an
obligation but may not have previously been legally classified
as securities. Further, certain other interests are deemed to be
security interests whether or not they secure payment or
performance of an obligation - these deemed security interests
include assignments of certain monetary obligations.
A person who holds a security interest under the PPSA will
need to register (or otherwise perfect) the security interest to
ensure that the security interest has priority over competing
interests (and in some cases, to ensure that the security
interest survives the insolvency of the grantor). If they do not
do so, the consequences include the following:
•

another security interest may take priority;

•

another person may acquire an interest in the assets
which are subject to the security interest free of their
security interest; and

•

they may not be able to enforce the security interest
against a grantor who becomes insolvent.

Under the General Security Deed, the Issuer grants a security
interest over all the Series Assets in favour of the Security
Trustee to secure the payment of moneys owing to the
Secured Creditors (including, among others, the Noteholders).
The security granted by the Issuer under the General Security
Deed and the reallocation of the Series Receivables from the
Disposing Trustee to the Issuer are security interests under
the PPSA. The Transaction Documents may also contain
other security interests.
Under the General Security Deed, the Issuer has agreed to not
do anything to create any Encumbrances over the Series
Assets (other than a Permitted Encumbrance).
However, under Australian law:
•
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dealings by the Issuer with the Series Assets in
breach of such undertaking may nevertheless have
the consequence that a third party acquires title to the
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relevant Series Assets free of the security interest
created under the General Security Deed or another
security interest over such Series Assets has priority
over that security interest; and
•

contractual prohibitions upon dealing with the Series
Assets (such as those contained in the General
Security Deed) will not of themselves prevent a third
party from obtaining priority or taking such Series
Assets free of the security interest created under the
General Security Deed (although the Security Trustee
would be entitled to exercise remedies against the
Issuer in respect of any such breach by the Issuer).

Whether this would be the case, depends upon matters
including the nature of the dealing by the Issuer, the particular
Series Asset concerned and the agreement under which it
arises and the actions of the relevant third party.
There is uncertainty on aspects of the PPSA regime because
the PPSA has significantly altered the law relating to secured
transactions.
Voting Secured Creditors must
act to effect enforcement of the
General Security Deed

If an Event of Default occurs and is continuing, the Security
Trustee must convene a meeting of the Secured Creditors to
obtain directions as to what actions the Security Trustee is to
take under the General Security Deed and the Master Trust
Deed. Any meeting of Secured Creditors will be held in
accordance with the terms of the Master Trust Deed.
However, for these purposes, only the Voting Secured
Creditors are entitled to vote at a meeting of Secured Creditors
or to otherwise direct or give instructions or approvals to the
Security Trustee in accordance with the Transaction
Documents.
Accordingly, if the Voting Secured Creditors have not directed
the Security Trustee to do so, enforcement of the General
Security Deed will not occur, other than where in the opinion of
the Security Trustee, the delay required to obtain instructions
from the Voting Secured Creditors would be materially
prejudicial to the interests of those Voting Secured Creditors
and the Security Trustee has determined to take action (which
may include enforcement) without instructions from them.
If at any time there is a conflict between a duty the Security
Trustee owes to a Secured Creditor, or a class of Secured
Creditor, of the Trust and a duty the Security Trustee owes to
another Secured Creditor, or class of Secured Creditor, of the
Trust, the Security Trustee must give priority to the duties
owing to the Voting Secured Creditors.

Risk factors relating to legal and regulatory risks and other matters
Australian Taxation
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A summary of certain material tax issues is set out in Section
13 (“Australian Taxation”).
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Consumer protection laws and
codes may affect the timing or
amount of interest or principal
payments to Noteholders

National Consumer Credit Protection Act
Most of the Series Receivables and Related Securities are
regulated by the National Credit Code. The National Credit
Code appears in Schedule 1 of the National Consumer Credit
Protection Act 2009 (“NCCP”).
The NCCP incorporates a requirement for providers of credit
related services to hold an “Australian credit licence”, and to
comply with “responsible lending” requirements, including a
mandatory “unsuitability assessment” before a loan is made or
there is an agreed increase in the amount of credit under a
loan.
Obligations under the NCCP extend to the Issuer and its
service providers (including the Servicer) in respect of the
Series Receivables.
Under the National Credit Code and the NCCP, a debtor,
guarantor or mortgagor in respect of a regulated Series
Receivable may have the right to apply to a court to, amongst
other things:
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•

obtain an injunction preventing a regulated Series
Receivable from being enforced (or any other action in
relation to the Series Receivable) if to do so would
breach the NCCP;

•

obtain compensation to be paid for loss or damage
suffered (or likely to be suffered) as a result of a
breach of a civil penalty provision or a criminal offence
in the NCCP;

•

if a credit activity has been engaged in without an
Australian credit licence and no relevant exemption
applies, obtain an order that the court considers
appropriate so that no profiting can be made from the
activity, to compensate for loss and to prevent loss.
This could include an order declaring a contract, or
part of a contract, to be void, varying the contract,
refusing to enforce, ordering a refund of money or
return of property, payment for loss or damage or
being ordered to supply specified services;

•

in the case of a debtor, vary the terms of their Series
Receivable on the grounds of hardship;

•

vary the terms of a loan and related mortgage or
guarantee, or a change to such documents, that are
considered unjust and reopen the transaction that
gave rise to the Series Receivable and any related
mortgage, guarantee or charge;

•

in the case of a debtor or guarantor, reduce or cancel
any interest rate payable on the Series Receivable
arising from a change to that rate which is
unconscionable;

•

have certain provisions of the Series Receivable or
Related Security which are in breach of specific
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provisions of the NCCP declared unenforceable;
•

obtain restitution or compensation from the Issuer in
relation to any breach of the National Credit Code in
relation to a Series Receivable; or

•

obtain various remedies for other breaches of the
NCCP.

Applications may also be made to relevant external dispute
resolution schemes, which have the power to resolve disputes
where the amount in dispute is A$500,000 or less. There is no
ability to appeal from an adverse determination by the external
dispute resolution scheme, including, on the basis of bias,
manifest error or want of jurisdiction.
Where a systemic contravention affects contract disclosures
across multiple Series Receivables, there is a risk of a
representative or class action under which a civil penalty could
be imposed in respect of all affected Series Receivable
contracts.
If borrowers suffer any loss, orders for
compensation may be made.
Under the NCCP, ASIC will be able to make an application to
vary the terms of a contract or a class of contracts on the
above grounds if this is in the public interest (rather than
limiting these rights to affected debtors).
Any order described above made by a court or an external
dispute resolution scheme may affect the timing or amount of
interest, fees or charges or principal repayments under the
relevant Series Receivables which may in turn affect the timing
or amount of interest or principal payments under the Offered
Notes.
Under the terms of the National Credit Code and the NCCP,
the Issuer is a “credit provider” with respect to regulated loans,
and as such is exposed to civil and criminal liability for certain
violations. These include violations caused in fact by the
Servicer. The amount of any civil penalty payable by the Issuer
may be set off against any amount payable by the debtor
under the affected Series Receivable.
The Servicer has indemnified the Issuer for any civil or criminal
penalties in respect of National Credit Code or NCCP
violations caused by the Servicer. There is no guarantee that
the Servicer will have the financial capability to pay any civil or
criminal penalties which arise from National Credit Code or
NCCP violations.
If for any reason the Servicer does not discharge its
obligations to the Issuer, then the Issuer will be entitled to
indemnification from the Series Assets. Any such
indemnification may reduce the amounts available to pay
interest and repay principal in respect of the Offered Notes.
Unfair Terms
The terms of the Series Receivables may be subject to review
under Division 2 Part 2 of the Australia Securities and
Investments Commission Act 2001 (the “National Unfair
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Terms Regime”) if they have been entered into by:
•

individuals; or

•

from 12 November 2016, small businesses which
employ less than 20 people where the upfront price
payable under the contract is A$300,000 or less, or
A$1,000,000 or less if the contract is for more than 12
months.

Series Receivables may also be subject to review under Part
2B of the Fair Trading Act 1999 (Vic) for being unfair if they
have been entered into by individuals.
Under the National Unfair Terms Regime, a term of a
standard-form consumer contract will be unfair, and therefore
void, if it causes a significant imbalance in the parties’ rights
and obligations under the contract, it is not reasonably
necessary to protect the supplier’s legitimate interests and it
would cause detriment (whether financial otherwise) to a party
if it were to be applied or relied on. If a term is held to be
unfair, it will be void, but the contract will continue to bind the
parties if it is capable of operating without the unfair term.
Also, under the Victorian regime set out in Part 2B of the Fair
Trading Act 1999 (Vic), a term in a consumer contract would
be unfair if, in all the circumstances, it causes a significant
imbalance in the parties’ rights and obligations arising under
the contract to the detriment of the consumer. The Fair
Trading Act 1999 (Vic) also includes (through regulation) a list
of prescribed unfair terms. Unfair terms will be void, but the
contract will continue to bind the parties if it is capable of
existing without the unfair term or prescribed unfair term.
Both the Victorian regime and/or the National Unfair Terms
Regime may apply to Series Receivables, depending when the
Series Receivables were entered into. However, the Victorian
regime only applies to agreements if they were entered into
between 9 October 2003 (or June 2009 for credit contracts
which were formerly regulated by the Consumer Credit
(Victoria) Act 1995 (Vic)) and 1 January 2011. Series
Receivables and related mortgages and guarantees entered
into before the application of either the Victorian regime or the
National Unfair Terms Regime will become subject to the
National Unfair Terms Regime going forward if those contracts
are renewed or a term is varied (although, where a term is
varied, the regime only applies to the varied term).
If a provision of any of the Series Receivables were found to
be unfair, this could have an adverse effect on the ability of the
Issuer to recover money from the relevant borrower and
consequently to make payments under the Transaction
Documents.
Australian
Anti-Money
Laundering
and
CounterTerrorism Financing Regime
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The Anti-Money Laundering and Counter-Terrorism Financing
Act (“AML/CTF Act”) regulates the anti-money laundering and
counter-terrorism financing obligations of financial services
providers (there is also legislation which prevents payments to
and transactions in connection with certain sanctioned
persons).
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The AML/CTF Act regulates the provision of “designated
services” by a reporting entity. The designated services listed
in the AML/CTF Act include (among other things):
•

opening or providing an account, allowing any
transaction in relation to an account or receiving
instructions to transfer money in and out of the
account;

•

making loans to a borrower or allowing a transaction
to occur in respect of that loan in certain
circumstances;

•

providing a custodial or depositary service;

•

issuing, dealing, acquiring, disposing of, cancelling or
redeeming a security in certain circumstances; and

•

exchanging one currency for another in certain
circumstances.

If an entity provides a designated service it must comply with
the obligations contained in the AML/CTF Act. These
obligations will include (among other things) undertaking
customer identification procedures before a designated service
is provided. Generally, until these obligations have been met
an entity will be prohibited from providing funds or services to
a party or making any payments on behalf of a party. The
obligations also include, but are not limited to, conducting ongoing customer due diligence and reporting of suspicious and
other transactions.
The obligations placed upon an entity could affect the services
of an entity or the funds it provides and ultimately may result in
a delay or decrease in the amounts received by a Noteholder
of Offered Notes.
European
Union
Capital
Requirements
Regulation
securitisation exposure rules
and other regulatory initiatives

In Europe, the U.S. and elsewhere there is increased political
and regulatory scrutiny of the asset-backed securities industry.
This has resulted in a raft of measures for increased regulation
which are currently at various stages of implementation and
which may have an adverse impact on the regulatory capital
charge to certain investors in securitisation exposures and/or
the incentives for certain investors to hold asset-backed
securities, and may thereby affect the liquidity of such
securities. Prospective investors or purchasers of the Offered
Notes are responsible for analysing their own regulatory
position and none of the Issuer, the Manager, the Originator,
the Servicer, the Arranger, the Joint Lead Managers, the
Dealers nor any other party to a Transaction Document
makes any representation to any prospective investor or
purchaser of the Offered Notes regarding the regulatory capital
treatment of their investment on the Closing Date or at any
time in the future.
In particular, investors should be aware of Articles 404 – 410
(inclusive) of Regulation (EU) No 575/2013 of the European
Parliament and Council (the “CRR”), as supplemented by
Commission Delegated Regulation (EU) No 625/2014 and
Commission Implementing Regulation (EU) No 602/2014,
which became applicable from 1 January 2014 in the Member

36869138_7

31

States of the European Union and has been or will be
implemented by national legislation in the other Member
States of the European Economic Area (“EEA”). Article 405(1)
of the CRR restricts ‘credit institutions’ and ‘investment firms’
(as each is defined in the CRR), and the consolidated group
subsidiaries thereof from investing in or being exposed to the
credit risk of a ‘securitisation’ (as defined in the CRR) (each, a
“CRR Investor”) unless the originator, sponsor or original
lender in respect of that securitisation has explicitly disclosed
to the CRR Investor that it will retain, on an ongoing basis, a
net economic interest of at least 5 per cent in that
securitisation in the manner contemplated by Article 405 of the
CRR.
Article 406 of the CRR also requires that a CRR Investor be
able to demonstrate that it has undertaken certain due
diligence in respect of, amongst other things, the Offered
Notes it has acquired and the underlying exposures, and that
procedures have been established for monitoring the
performance of the underlying exposures on an on-going
basis. Failure to comply with one or more of the requirements
set out in Articles 405 and 406 of the CRR may result in the
imposition of a penal capital charge with respect to the
investment made in the securitisation by the relevant CRR
Investor.
Investors should also be aware of Article 17 of the EU
Alternative Investment Fund Managers Directive (“AIFMD”) as
supplemented by Section 5 of Chapter III of Commission
Delegated Regulation (EU) No 231/2013 (“Investment
Managers Directive”) and Article 135(2) of the EU Solvency II
Directive 2009/138/EC, as supplemented by Articles 254-257
of Commission Delegated Regulation (EU) No 2015/35
(together, “Solvency II”), which introduced risk retention and
due diligence requirements which apply, respectively, to EEA
regulated alternative investment fund managers and EEA
regulated insurance/reinsurance undertakings (all such
requirements, together with those requirements under the
CRR, the “Existing EU Retention Rules”). While such
requirements are similar to those which apply under the CRR
they are not identical and, in particular, additional due
diligence obligations apply to relevant investors under AIFMD
and Solvency II.
On 17 January 2018, Regulation EU 2017/2402 laying down a
general framework for securitisation and creating a framework
for simple, transparent and standardised securitisations, and
amending Directives
2009/65/EC,
2009/138/EC and
2011/61/EU and Regulations (EC) No 1060/2009 and (EU) No
648/2012 and Regulation EU 2017/2401 containing related
amendments to the CRR (collectively, the “New
Securitisation Regulations”) entered into force in the
European Union. The new securitisation risk retention and due
diligence rules under the New Securitisation Regulations (the
“New EU Retention Rules”) will apply to securitisations in
respect of which the relevant securities are issued on or after 1
January 2019. The aim of the New Securitisation Regulations
is to create a harmonised securitisation framework within the
European Union.
In addition to applying to any investor regulated by the Existing
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EU Retention Rules, the New EU Retention Rules will also
apply to certain investment companies authorised in
accordance with the Undertakings for Collective Investment in
Transferable Securities Directive (Directive 2009/65/EC)
(collectively “UCITS”) and to institutions for occupational
retirement provision falling within the scope of Directive (EU)
2016/2341 and certain other entities appointed by such
institutions (collectively, “IORPS”).
Under the New Securitisation Regulations, the Existing EU
Retention Rules will continue to apply to securitisations in
respect of which the relevant securities are issued before 1
January 2019 (“Pre-2019 Securitisations”), as is the case
with the Offered Notes. However, the New Securitisation
Regulations make no express provision as to the application of
any investment restrictions or due diligence requirements,
whether under the Existing EU Retention Rules or the New EU
Retention Rules, to UCITS or IORPS that hold or acquire any
interest in respect of a Pre-2019 Securitisation, and,
accordingly, it is not known what requirements (if any) may be
applicable thereto.
There are material differences between the New EU Retention
Rules and the Existing EU Retention Rules. Certain aspects of
the New Securitisation Regulations will be supplemented by
technical standards that have not yet been adopted or
published in final form. The timing for the adoption of the new
risk retention regulatory technical standards under the New EU
Retention Rules is uncertain. Until such new regulatory
technical standards are adopted, investors in securitisations in
respect of which the relevant securities are issued on or after 1
January 2019 and which are within scope of the Existing EU
Retention Rules will be required to comply with the existing
regulatory technical standards.
Neither AFGS nor any other party to the Transaction
Documents undertakes to retain, either on an ongoing basis or
for any period, any net economic interest in this securitisation
transaction for the purposes of the Existing EU Retention
Rules or the New EU Retention Rules. Accordingly, the
Offered Notes may not be a suitable investment for
prospective investors who are CRR Investors or who
otherwise are or may be subject to any of the retention rules
referred to above.
There can be no assurance that the regulatory capital
treatment of the Offered Notes for any investor will not be
affected by any future implementation of, and changes to, the
Retention Rules, the Securitisation Regulation or other
regulatory or accounting changes.
US Foreign
Account
Compliance Act

Tax

The Foreign Account Tax Compliance Act provisions of the
U.S. Hiring Incentives to Restore Employment Act of 2010
(“FATCA”) establish a due diligence, reporting and withholding
regime. FATCA aims to detect U.S. taxpayers who use
accounts with “foreign financial institutions” (“FFIs”) to conceal
income and assets from the U.S. Internal Revenue Service
(“IRS”).
Under FATCA, a 30% withholding tax may be imposed (i) in
respect of certain of U.S. source payments, (ii) from 1 January
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2019 in respect of gross proceeds from the sale of assets that
give rise to U.S. source interest or dividends and (iii) from 1
January 2019, at the earliest, in respect of “foreign passthru
payments” (a term which is not yet defined under FATCA),
which are, in each case, paid to or in respect of entities that
fail to meet certain certification or reporting requirements
(“FATCA withholding”).
FATCA withholding may be required if (i) an investor does not
provide information sufficient for the Issuer or or any other
financial institution through which payments on the Offered
Notes are made to determine whether the investor is subject to
FATCA withholding or (ii) a FFI to or through which payments
on the Notes are made is a “non-participating FFI”. FATCA
withholding is not expected to apply if, in respect of foreign
pass-thru payments only, the Offered Notes are treated as
debt for U.S. federal income tax purposes and the Offered
Notes are issued on or before the date that is six months after
the date on which final regulations defining the term “foreign
passthru payment” are filed with the U.S. Federal Register (the
“grandfathering date”) provided that the Notes are not
materially modified after the grandfathering date.
Australian IGA
The Australian Government and U.S. Government signed an
intergovernmental agreement with respect to FATCA
(“Australian IGA”) on 28 April 2014. The Australian
Government has enacted legislation amending, among other
things, the Taxation Administration Act 1953 of Australia to
give effect to the Australian IGA (“Australian IGA
Legislation”) and that legislation came into force on 30 June
2014.
Australian financial institutions which are Reporting Australian
Financial Institutions under the Australian IGA must comply
with specific due diligence procedures to identify their account
holders (e.g. the Noteholders) and provide the Australian
Taxation Office (“ATO”) with information on financial accounts
(for example, the Offered Notes) held by U.S. persons and
recalcitrant account holders. The ATO is required to provide
such information to the IRS.
A Reporting Australian Financial Institution (which may include
the Trust) that complies with its obligations under the
Australian IGA will not generally be subject to FATCA
withholding on amounts it receives, and will not generally be
required to deduct FATCA withholding from payments it makes
with respect to the Offered Notes, other than in certain
prescribed circumstances.
Noteholders may be requested to provide certain certifications
and information to the Issuer and any other financial
institutions through which payments on the Offered Notes are
made in order for the Issuer and such other financial
institutions to comply with their obligations under FATCA and
the Australian IGA Legislation. If a payment to the Issuer is
subject to withholding as a result of FATCA, there would be
less funds available to Noteholders.
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No additional amounts paid as a result of FATCA
withholding
In the event that any amount is required to be withheld or
deducted from a payment on the Offered Notes as a result of
FATCA, there will be no “gross up” (or any additional amount)
payable by way of compensation by the Issuer or any other
person to the Noteholder for the withholding or deduction.
FATCA is particularly complex legislation
Investors should consult their own tax advisers to determine
how FATCA and the Australian IGA may apply to them under
the Offered Notes.
Common Reporting Standard
(CRS)

The OECD Common Reporting Standard for Automatic
Exchange of Financial Account Information (“CRS”) requires
certain financial institutions to report information regarding
certain accounts (which may include the Offered Notes) to
their local tax authority and follow related due diligence
procedures. The Australian Government has enacted
legislation amending, among other things, the Taxation
Administration Act 1953 of Australia to give effect to the CRS.
As a result of these amendments, reporting financial
institutions are required to obtain certifications from
accountholders in respect of new accounts, including
investment in securities, opened after 30 June 2017.
Noteholders may be requested to provide certain information
and certifications to ensure compliance with the CRS. A
jurisdiction that has signed the CRS Competent Authority
Agreement may provide this information to other jurisdictions
that have signed the CRS Competent Authority Agreement.

Global
financial
regulatory
reforms may have a negative
impact on the Notes

Changes in the global financial regulation or regulatory
treatment of asset-backed securities may negatively impact
the regulatory position of affected investors and have an
adverse impact on the value and liquidity of asset-backed
securities such as the Notes. Each Noteholder should consult
with their own legal and investment advisors regarding the
potential impact on them and the related compliance issues.
No assurance can be given that any regulatory reforms will not
have a significant adverse impact on the AFG Trusts
programme or on the regulation of the Trust, AFGS or any
member of the AFG Group.

Changes of law may impact the
structure of the transaction and
the treatment of the Notes
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The structure of the transaction and, inter alia, the issue of the
Notes and ratings assigned to the Notes are based on
Australian law, tax and administrative practice in effect at the
date of this Information Memorandum, and having due regard
to the expected tax treatment of all relevant entities under
such law and practice. No assurance can be given that
Australian law, tax or administrative practice will not change
after the Closing Date or that such change will not adversely
impact the structure of the transaction and the treatment of the
Notes.
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Turbulence in the financial
markets and economy may
adversely
affect
the
performance and market value
of the Notes

Market and economic conditions during the past several years
have caused significant disruption in the credit markets.
Increased market uncertainty and instability in both Australian
and international capital and credit markets, combined with
declines in business and consumer confidence and increased
unemployment, have contributed to volatility in domestic and
international markets and may negatively affect the Australian
housing market.
Such disruptions in markets and credit conditions have had (in
some cases), and may continue to have, the effect of
depressing the market values of residential mortgage-backed
securities, and reducing the liquidity of residential mortgagebacked securities generally.
These factors may adversely affect the performance,
marketability and overall market value of the Notes.

Ipso facto moratorium

On 18 September 2017, the Treasury Laws Amendment (2017
Enterprise Incentives No. 2) Act 2017 (Cth) (“TLA Act”)
received Royal Assent.
The TLA Act enacted reform (known as “ipso facto”) which
varies the enforceability of certain contractual rights against
Australian companies which are subject to one of the following
insolvency-related procedures (“Applicable Procedures”):
(a)

a scheme of arrangement for the purpose of avoiding
being wound up in insolvency;

(b)

the appointment of a managing controller (that is, a
receiver or other controller with management functions
or powers); or

(c)

the appointment of an administrator.

The ipso facto reform deems contractual rights unenforceable
if they arise for specified reasons. In effect, the reform
imposes a stay or moratorium on the enforcement of
contractual rights while the company is subject to the
Applicable Procedure (the “stay”). The length of the stay
depends on the Applicable Procedure and the type of stay
concerned.
In summary:
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(d)

Appointment Trigger: Any rights which trigger for the
reason of the appointment of administrators, receivers
or the proposal of an arrangement or compromise to
creditors to avoid being wound up in insolvency will
not be enforceable;

(e)

Financial Position Protection: Any rights which arise
for the reason of adverse changes in the financial
position of a company which is in administration, has
receivers appointed or is proposing or subject to a
scheme to avoid being wound up in insolvency will not
be enforceable. That is, the company has protection
as a result of adverse changes in its financial position
during the Applicable Procedure. Once the Applicable
Procedure has ended, the financial position protection
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also ends (except in limited circumstances where the
company is wound up, in which case the financial
position protection continues).
(f)

Anti-Avoidance: The TLA Act contains very broad antiavoidance provisions. For example:
(i)

The TLA Act deems that any contractual
provision which is “in substance contrary to”
the other stays will also be unenforceable;
and

(ii)

Any self-executing provision which is
expressed to automatically trigger rights
otherwise
subject
to
the
stay
is
unenforceable.

The ipso facto reform has not yet commenced. It will apply to
contracts, agreements or arrangements entered into on or
after the commencement date, being the earlier of 1 July 2018
or a day fixed by Proclamation (“Effective Date”). Contracts,
agreements or arrangements entered into before 1 July 2023
that are a result of novations or variations of a contract,
agreement or arrangement entered into before 1 July 2018 will
not be subject to the stay.
The TLA Act provides that contracts, agreements or
arrangements prescribed or rights specified in ministerial
declarations (“Rules and Regulations”) are not subject to the
stay. A consultation draft of the Rules and Regulations was
released for public consultation on 16 April 2018. The
Corporations Amendment (Stay on Enforcing Certain Rights)
Regulations 2018 (Cth) were made on 21 June 2018. The
Regulations prescribe that a right contained in a kind of
contract, agreement or arrangement that involves a special
purpose vehicle, and that provides for securitisation, is not
subject to the stay. The Rules have not, as at the Preparation
Date, been made.
Until the Rules have been finalised, judicial consideration of
the TLA Act and the Rules and Regulations and any changes
in the market practice, the scope of the ipso facto reform and
its potential effect on the Transaction Documents and Notes
remains uncertain.
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4

DESCRIPTION OF THE SERIES RECEIVABLES

4.1

Pool Receivables Data

The information in the following tables in this Section 4 sets forth in summary format various details
relating to the indicative pool of Receivables (“Indicative Receivables Pool”) produced on the basis
of the information available as at 23 May 2018. All amounts have been rounded to the nearest
Australian dollar. The sum in any column may not equal the total indicated due to rounding.
The statistical information provided in the following tables may not reflect the actual pool of Series
Receivables to be acquired by the Issuer from the Disposing Trust on the Closing Date under the
Initial Reallocation Notice including because Receivables in the Indicative Receivables Pool may be
substituted with other eligible Receivables or additional eligible Receivables may be added. For
example, a Receivable originally included in the Indicative Receivables Pool may be removed if it is
repaid early or if it is determined that the Receivable does not comply with the Eligibility Criteria.
Accordingly, the following details are provided for information purposes only.
All amounts in the following tables are expressed in Australian Dollars.
Pool Information Summary
Total Principal Balance

$349,997,775

Total Number of Housing Loans

1,010

Total Number of Mortgage Loans (unconsolidated)

1,352

Average Housing Loan Principal Balance

$346,532

Maximum Housing Loan Principal Balance

$1,055,780

Weighted Average Current Principal Balance LVR

66.04%

Maximum Current Principal Balance LVR

94.10%

Weighted Average Interest Rate

4.27%

Weighted Average Seasoning (months)

27.45

Weighted Average Remaining Term (years)

27.00

Maximum Remaining Term

30.00

Percentage of Fixed Rate Loans

0.00%

Percentage of Interest Only (including Line Of Credit) Loans

21.97%

Percentage of Line of Credit Loans

0.06%

Percentage of First Home Buyers

5.92%
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Table 1
The Mortgage Pool by Current Loan Balance

Balance Ranges

Loan Value

Percentage By
Value

Number of
Loans

Percentage
by Loans

< $50,000

$253,072

0.07%

13

1.29%

$50,001 to $100,000

$2,772,042

0.79%

34

3.37%

$100,001 to $150,000

$6,806,309

1.94%

55

5.45%

$150,001 to $200,000

$15,158,169

4.33%

86

8.51%

$200,001 to $250,000

$31,087,189

8.88%

138

13.66%

$250,001 to $300,000

$43,494,010

12.43%

158

15.64%

$300,001 to $350,000

$36,869,452

10.53%

113

11.19%

$350,001 to $400,000

$40,028,228

11.44%

107

10.59%

$400,001 to $450,000

$28,175,335

8.05%

66

6.53%

$450,001 to $500,000

$31,868,303

9.11%

67

6.63%

$500,001 to $750,000

$83,071,475

23.73%

138

13.66%

> $750,000

$30,414,192

8.69%

35

3.47%

Total

349,997,775

100.0%

1,010

100.0%

LVR Ranges

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

< 50%

$62,017,201

17.72%

280

27.72%

50% to 55%

$21,068,483

6.02%

59

5.84%

55% to 60%

$26,475,245

7.56%

74

7.33%

60% to 65%

$31,831,866

9.09%

73

7.23%

65% to 70%

$33,403,946

9.54%

87

8.61%

70% to 75%

$44,731,378

12.78%

114

11.29%

75% to 80%

$75,394,529

21.54%

188

18.61%

80% to 85%

$18,376,808

5.25%

44

4.36%

Table 2
The Mortgage Pool by Current LVR

36869138_7

39

LVR Ranges

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

85% to 90%

$25,428,908

7.27%

63

6.24%

> 90%

$11,269,410

3.22%

28

2.77%

Total

349,997,775

100.0%

1,010

100.0%

Number of Months

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

< 6 months

$72,866,963

20.82%

246

18.2%

6 months to 12 months

$45,168,006

12.91%

162

11.98%

12 months to 24 months

$101,871,794

29.11%

360

26.63%

24 months to 36 months

$24,649,347

7.04%

101

7.47%

36 months to 48 months

$15,818,342

4.52%

59

4.36%

48 months to 60 months

$31,040,333

8.87%

130

9.62%

> 60 months

$58,582,990

16.74%

294

21.75%

Total

$349,997,775

100.0%

1,352

100.0%

Location

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

NSW

$88,994,728

25.43%

331

24.48%

VIC

$4,173,072

1.19%

15

1.11%

QLD

$91,318,798

26.09%

337

24.93%

SA

$55,863,130

15.96%

229

16.94%

NT

$42,629,686

12.18%

207

15.31%

ACT

$3,052,860

0.87%

13

0.96%

TAS

$1,620,534

0.46%

5

0.37%

Table 3
The Mortgage Pool by Seasoning

Table 4
The Mortgage Pool by Geographic Distribution
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Location

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

WA

$62,344,967

17.81%

215

15.9%

Total

$349,997,775

100.0%

1,352

100.0%

Location

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

Metro

$277,484,318

79.28%

1,033

76.41%

Non-Metro

$68,572,331

19.59%

302

22.34%

Inner City

$3,941,127

1.13%

17

1.26%

Total

$349,997,775

100.0%

1,352

100.0%

Documentation Type

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

Full Documentation

$349,997,775

100.0%

1,352

100.0%

Low Documentation

$0

0.0%

0

0.0%

Total

$349,997,775

0.0%

1,352

100.0%

Mortgage Insurer

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

QBE LMI/PMI

$38,427,869

10.98%

148

10.95%

Genworth

$123,939,714

35.41%

525

38.83%

Uninsured

$187,630,192

53.61%

679

50.22%

Total

$349,997,775

100.0%

1,352

100.0%

Table 5
The Mortgage Pool by Geographic Region

Table 6
The Mortgage Pool by Loan Documentation Type

Table 7
The Mortgage Pool by Mortgage Insurer
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Table 8
The Mortgage Pool by Arrears Days

Arrears Days

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

Current

$345,966,271

98.85%

1,340

99.11%

0 - 30 Days

$4,031,504

1.15%

12

0.89%

Total

$349,997,775

100.0%

1,352

100.0%

Occupancy Type

Loan Value

Percentage by
Value

Number of
Loans

Percentage
by Loans

Investment

$135,840,424

38.81%

489

36.17%

Owner Occupied

$214,157,351

61.19%

863

63.83%

Total

$349,997,775

100.0%

1,352

100.0%

Table 9
The Mortgage Pool by Occupancy Type

36869138_7

42

5

SERIES ASSETS AND ELIGIBILITY CRITERIA

5.1

Acquisition of Series Receivables by Issuer

The Series Assets will primarily consist of the Receivables (Housing Loans and Related Securities) to
be acquired by the Issuer from the Disposing Series of the Disposing Trust on the Closing Date
pursuant to the Initial Reallocation Notice issued under the Master Trust Deed.
These Receivables were originated by AFGS as agent for (and in the name of) Perpetual Corporate
Trust Limited as trustee of the Disposing Trust (“Disposing Trustee”) under a Master Origination
Deed dated 29 October 2010 (“Master Origination Deed”). See Section 8 (“The AFG Group”) and
Section 9 (“Origination and Servicing of the Series Receivables”) for more detail regarding the
mortgage lending business of the AFG Group and the origination and servicing of the Series
Receivables by AFGS.
No further Receivables or Related Securities will be acquired by the Issuer in respect of the Series or
the Trust after the Closing Date.
5.2

Eligibility Criteria for Series Receivables

A Receivable is an Eligible Receivable if it satisfies the following Eligibility Criteria on the Closing
Date:
(a)

other than a Receivable which is a Line of Credit Loan, the Receivable requires monthly,
fortnightly or weekly payments (after an interest only period not exceeding 5 years) sufficient
to pay interest and fully amortise principal over the term of the Receivable;

(b)

the Receivable is denominated and only payable in Australian dollars;

(c)

the Receivable is secured by a:
(i)

first ranking registered mortgage; or

(ii)

second ranking registered mortgage (where the Issuer is also the first ranking
registered mortgagee and the first ranking registered mortgage will also be a Series
Asset),

over residential real property (owner occupied or investment);
(d)

the Receivable and Related Security are legal, valid, binding and enforceable in accordance
with their terms against the relevant Debtor;

(e)

each Related Security in respect of the Receivable has been, or will be, stamped with all
applicable duty;

(f)

the Land secured under the relevant Related Security is located in either New South Wales,
Victoria, Queensland, South Australia, Western Australia, the Australian Capital Territory,
Tasmania or the Northern Territory;

(g)

the Debtor in respect of the Receivable is at least 18 years old (where the Debtor is a natural
person);

(h)

the funds provided to the Debtor in respect of the Receivable were required to be used for
residential purposes (funding an owner-occupied or investment property) or any other purpose
as permitted under the Lending Procedures;

(i)

the Receivable must have been fully drawn as at the Cut-Off Date (other than a Receivable
which is a Line of Credit Loan);

(j)

the Outstanding Balance of the Receivable does not exceed A$1,400,000;
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(k)

the Receivable is not in arrears in respect of any payment by more than 30 days as at the CutOff Date;

(l)

the LVR of the Receivable as at the Cut-Off Date does not exceed 95%;

(m)

at the time the Receivable was entered into, the Receivable and Related Security complied in
all material respects with all applicable laws (including the Consumer Credit Code and NCCP,
as applicable);

(n)

the maximum term of the Receivable is 30 years from its settlement date and it matures at
least 18 months prior to the Maturity Date;

(o)

at the time the Receivable was entered into, the Land (including any improvements) secured
under the Related Security was insured under an Insurance Policy;

(p)

the Land secured under the Related Security contains a residential dwelling erected on it and
is not vacant land;

(q)

the Receivable is not a construction loan; and

(r)

the Receivable is governed by the laws of a State or Territory of Australia.

5.3

AFGS’s representations and warranties regarding the Receivables

AFGS will represent and warrant to the Issuer on the Closing Date (in respect of each Receivable and
Related Security referred to in the Initial Reallocation Notice) that:
(a)

each Series Receivable is an Eligible Receivable;

(b)

the transfer of each Series Receivable to the Issuer in accordance with the Initial Reallocation
Notice and the Master Trust Deed does not contravene any law. Each Series Receivable is
transferable in accordance with the Initial Reallocation Notice and the Master Trust Deed and
all consents required in relation to the transfer of the Series Receivables to the Issuer free
from Encumbrance have been obtained;

(c)

there is no fraud, dishonesty, material misrepresentation or negligence on the part of AFGS in
connection with the selection and offer to the Issuer of each Series Receivable;

(d)

the transfer of the Series Receivables to the Issuer in accordance with the Initial Reallocation
Notice and the Master Trust Deed will not be held by a court to be an undervalue transfer, a
fraudulent conveyance, or a voidable preference under any law relating to insolvency; and

(e)

the Disposing Trustee (in respect of the Disposing Series) is, and the Issuer will be, on the
Closing Date, the sole legal and beneficial owner of each Series Receivable.

5.4

Remedy for misrepresentations

If AFGS, the Servicer, the Manager or the Issuer becomes aware that any representation or warranty
by AFGS described in Section 5.3 ("AFGS’s representations and warranties regarding the
Receivables") in respect of a Series Receivable is incorrect in a material respect when made, it must
give notice (providing all relevant details) to the others within 10 Business Days of becoming aware.
If:
(a)

any representation or warranty by AFGS described in Section 5.3 ("AFGS’s representations
and warranties regarding the Receivables") in respect of a Series Receivable is incorrect in a
material respect when made; and

(b)

AFGS does not remedy the breach to the satisfaction of the Issuer within 10 Business Days of
giving or receiving notice in respect of that Series Receivable (as the case may be) (or any
longer period that the Issuer permits),
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AFGS must pay damages to the Issuer for any direct loss suffered by the Issuer as a result. The
maximum amount which AFGS is liable to pay is the Outstanding Balance plus any accrued but
unpaid interest in respect of the Series Receivable at the time of payment of the damages.
5.5

Sale of Series Receivables by the Issuer

Prior to the occurrence of an Event of Default, the Issuer (at the direction of the Manager) may sell any
or all of the Series Receivables after the Closing Date in certain circumstances. A Series Receivable
must only be sold by the Issuer for an amount at least equal to the then Outstanding Balance of that
Series Receivable plus any accrued interest on the Series Receivable.
The Manager may only give a direction to the Issuer to sell a Series Receivable in the following
circumstances:
(a)

the proceeds of the sale together with any Collections held by the Issuer are sufficient to
redeem all outstanding Notes in full on a Call Option Date and pay all other Secured Creditors
in full and will be used for that purpose;

(b)

the sale is in respect of a Series Receivable for which the relevant Debtor has requested that
the variable interest rate on that Series Receivable be converted to a fixed rate of interest and:
(i)

the Servicer notifies the Manager that it proposes to consent to such conversion; and

(ii)

the Manager forms the view that the Servicer is prohibited from consenting to that
conversion on the basis described in Section 5.7 (“Fixed Rate Housing Loans”)
below;

(c)

the sale is in respect of a Series Receivable for which the relevant Debtor has requested that
a Further Advance be provided in respect of that Housing Loan and the Servicer has notified
the Manager that it proposes to consent to the making of such Further Advance; or

(d)

the sale is in respect of a Series Receivable for which the relevant Debtor has requested that
a Redraw be provided in respect of that Series Receivable and:
(i)

the Servicer has notified the Manager that it proposes to consent to the making of
such Redraw; and

(ii)

the Manager has formed the view that it is not entitled to direct the Issuer to fund that
Redraw in accordance with Section 11.2 (“Distributions during a Collection Period”)
or Section 11.5 (“Application of Total Available Principal (prior to an Event of Default
and enforcement of the General Security Deed)”).

However, the Manager must not give a direction to the Issuer to sell a Series Receivable if this would
result in the weighted average rate on the Series Receivables being less than the Threshold Rate.
The proceeds received by the Issuer from a sale of any Series Receivables as described in this
section will form part of Collections available for distribution to the Noteholders and other Secured
Creditors in accordance with the Cashflow Allocation Methodology on the Payment Date following the
end of the Collection Period in which those proceeds are received.
5.6

Setting the Threshold Rate

The Manager is required calculate the Threshold Rate for the Series Receivables on each Payment
Date.
The Manager must, on each Payment Date, direct the Servicer to reset or cause to be reset, and the
Servicer must upon such direction reset or cause to reset, as soon as possible (having regard to the
National Consumer Credit Protection Laws), the interest rates on any one or more Series Receivables
so that the weighted average interest rate on the Series Receivables is not less than the Threshold
Rate.
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However the Manager need not give such a direction to the Servicer if an aggregate amount equal to
the Threshold Rate Subsidy has been:
(a)

deposited by the Manager into the Collection Account in Cleared Funds by 2.00pm on that
Payment Date; and/or

(b)

allocated from Total Available Income on that Payment Date in accordance with Section
11.12(u) (“Application of Total Available Income (prior to an Event of Default)”).

The Servicer is required to comply with any directions from the Manager in relation to the Threshold
Rate as described above in this Section 5.6 (“Setting the Threshold Rate”).
5.7

Fixed Rate Housing Loans

The Servicer must not fix the interest rate payable on a Series Receivable unless the Servicer has
notified the Manager prior to fixing the interest rate payable on that Series Receivable and:
(a)

at that time the aggregate Outstanding Balance of all Series Receivables which are subject
to a fixed rate of interest (including the relevant Series Receivable on which the interest rate
is to be fixed) is equal to or less than 2% of the aggregate Outstanding Balance of all Series
Receivables at that time; and

(b)

either:
(i)

the Manager procures that the Issuer and a counterparty enter into an appropriate
and corresponding Derivative Contract in respect of that Series Receivable (in
respect of which a Rating Notification has been provided prior to the entry into that
Derivative Contract) prior to the date on which the fixed interest rate is to take
effect and:
(A)

the swap margin in respect of that Derivative Contract for that Series
Receivable; and

(B)

the Fixed WAM,

in each case is not less than 2.40% (or such higher percentage as may be required
to ensure no Adverse Rating Effect will result from the fixing of the interest rate on
that Series Receivable); or
(ii)

the Manager gives a direction to the Issuer to sell that Series Receivable prior to
the date on which the fixed interest rate is to takes effect.

For these purposes, the “Fixed WAM” means, at any time, the percentage equal to:
•

the weighted average of the fixed rate of interest payable under the Series Receivables at that
time; minus

•

the weighted average of the fixed swap rate set under each Derivative Contract entered into
by the Issuer in accordance with this Section 5.7.

5.8

Redraws and Further Advances

Redraws
The Servicer must not consent to a request by a Debtor for a Redraw in respect of a Series
Receivable unless the Manager has given its prior written consent and has directed the Issuer to fund
the Redraw. The Manager may only direct the Issuer to fund a Redraw if:
(a)

a Redraw Trigger is not then subsisting; and

(b)

the Manager has determined that the aggregate of:
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(i)

any funds standing to the credit of the Redraw Reserve Account which are available
to be applied to fund that Redraw; and

(ii)

any funds which the Manager is entitled to direct the Issuer to apply to fund that
Redraw in accordance with Section 11.2 (“Distributions during a Collection Period”)
or Section 11.5 (“Application of Total Available Principal (prior to an Event of Default
and enforcement of the General Security Deed”) as applicable,

is sufficient to fund that Redraw.
Redraw Notes
If the Manager wishes to consent to a Redraw but cannot do so on the basis that it reasonably forms
the view that the Available Principal available to applied to fund Redraws in accordance with Section
11.2 (“Distributions during a Collection Period”) will be less than the Manager’s estimate of the
amounts required to fund such Redraws (a “Redraw Shortfall”), the Manager may (in its discretion)
direct the Issuer to issue Redraw Notes with such aggregate Invested Amount as may be determined
by the Manager having regard to the Redraw Shortfall.
However, the Manager may only direct the Issuer to issue Redraw Notes if:
(a)

the Manager reasonably forms the view that the aggregate Invested Amount of all Redraw
Notes immediately after the issue of such Redraw Notes will not exceed the Redraw Note
Limit;

(b)

a Rating Notification has been provided in respect of the issuance of Redraw Notes; and

(c)

a Redraw Trigger is not then subsisting.

The Issuer must, if directed by the Manager, deposit the issue proceeds of Redraw Notes into the
Redraw Reserve Account.
Redraw Reserve Account
The Manager must establish the Redraw Reserve Account on or before the first day on which Redraw
Notes are issued. The balance of the Redraw Reserve Account will be applied by the Issuer, at the
direction of the Manager, from time to time as follows:
(a)

if there is insufficient Available Principal to fund Redraws that the Manager would otherwise
consent to in accordance with Section 11.2 (“Distributions during a Collection Period”), to fund
such Redraws; and

(b)

if a Redraw Trigger occurs, by allocating on the next Determination Date the balance of the
Redraw Reserve Account to Total Available Principal.

Further Advances
The Servicer must not consent to a request by a Debtor for a Further Advance in respect of a Series
Receivable. However, if a Debtor requests a Further Advance and the Servicer wishes to agree to that
request, the Manager may direct the Issuer to sell the Series Receivable as described in Section 5.5
(“Sale of Series Receivables by the Issuer”).
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6

CONDITIONS OF THE NOTES

The following is a summary of the terms and conditions of the Notes. The complete terms and
conditions of the Notes are set out in the Note Deed Poll and in the event of a conflict the terms and
conditions set out in the Note Deed Poll will prevail.
1

INTERPRETATION

1.1

Definitions
In these conditions these meanings apply unless the contrary intention appears. Terms used
in these conditions which are defined in Section 15 (“Glossary”) but which are not otherwise
defined below have the meaning given to them in Section 15 (“Glossary”).
Austraclear means Austraclear Limited (ABN 94 002 060 773).
Austraclear System means the clearing and settlement system operated by Austraclear in
Australia for holding securities and electronic recording and settling of transactions in those
securities between participants of that system.
Business Day means a day on which banks are open for general banking business in
Sydney, Melbourne and Perth (excluding Saturday, Sunday and any public holiday in Sydney,
Melbourne or Perth).
Clearing System means:
(a)

the Austraclear System; or

(b)

any other clearing system specified in the Issue Supplement.

Day Count Fraction means, for the purposes of the calculation of interest for any period, the
actual number of days in the period divided by 365.
Interest Rate means, for a Note, the interest rate (expressed as a percentage rate per
annum) for that Note determined in accordance with condition 6.3 (“Interest Rate
Determination”).
Margin means:
(a)

for a Class A1 Note, 0.70% per annum;

(b)

for a Class A2 Note, 1.20% per annum;

(c)

for a Class A3 Note, 1.55% per annum;

(d)

for a Class AB Note, 1.75% per annum;

(e)

for a Class B Note, 1.95% per annum;

(f)

for a Class C Note, 2.90% per annum;

(g)

for a Class D Note, 3.90% per annum;

(h)

for a Class E Note, 6.20% per annum;

(i)

for a Class F Note, such percentage rate per annum as is notified by the Manager to
the Issuer on or prior to the Closing Date; and

(j)

for a Redraw Note, such percentage rate per annum as is notified by the Manager to
the Issuer prior to the issue of that Redraw Note.
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Maturity Date means the Payment Date occurring in January 2050.
Record Date means, for a payment due in respect of a Note of the Series, the Business Day
immediately preceding the relevant Payment Date.
Specified Office means the address of the Issuer specified in the Note Deed Poll or any
other address notified to Noteholders from time to time.
1.2

General
Clauses 1.2 (“References to certain general terms”) to 1.5 (“Capacity”) of the Master
Definitions Schedule apply to these conditions.

1.3

References to time
Unless the contrary intention appears, in these conditions a reference to a time of day is a
reference to Sydney time.

1.4

Business Day Convention
Unless the contrary intention appears, in these conditions a reference to a particular date is a
reference to that date adjusted in accordance with the Business Day Convention.

2

GENERAL

2.1

Issue Supplement
Notes are issued on the terms set out in these conditions and the Issue Supplement. If there
is any inconsistency between these conditions and Issue Supplement, the Issue Supplement
prevails.
Notes are issued in 10 classes:

2.2

(a)

Class A1 Notes;

(b)

Class A2 Notes;

(c)

Class A3 Notes;

(d)

Class AB Notes;

(e)

Class B Notes;

(f)

Class C Notes;

(g)

Class D Notes;

(h)

Class E Notes;

(i)

Class F Notes; and

(j)

Redraw Notes.

Currency
Notes are denominated in Australian dollars.

2.3

Clearing Systems
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Notes may be held in a Clearing System. If Notes are held in a Clearing System, the rights of
each Noteholder and any other person holding an interest in those Notes are subject to the
rules and regulations of the Clearing System. The Issuer is not responsible for anything the
Clearing System does or omits to do.
3

FORM

3.1

Constitution
Notes are debt obligations of the Issuer constituted by, and owing under, the Note Deed Poll
and the Issue Supplement.

3.2

Registered form
Notes are issued in registered form by entry in the Register.
No certificates will be issued in respect of any Notes unless the Manager determines that
certificates should be issued or they are required by law.

3.3

Effect of entries in Register
Each entry in the Register in respect of a Note constitutes:
(a)

(b)

3.4

an irrevocable undertaking by the Issuer to the Noteholder to:
(i)

pay principal, any interest and any other amounts payable in respect of the
Note in accordance with these conditions; and

(ii)

comply with the other conditions of the Note; and

an entitlement to the other benefits given to the Noteholder in respect of the Note
under these conditions.

Register conclusive as to ownership
Entries in the Register in relation to a Note are conclusive evidence of the things to which they
relate (including that the person entered as the Noteholder is the owner of the Note or, if two
or more persons are entered as joint Noteholders, they are the joint owners of the Note)
subject to correction for fraud, error or omission.

3.5

Non-recognition of interests
Except as ordered by a court of competent jurisdiction or required by law, the Issuer must
treat the person whose name is entered as the Noteholder of a Note in the Register as the
owner of that Note.
No notice of any trust or other interest in, or claim to, any Note will be entered in the Register.
The Issuer need not take notice of any trust or other interest in, or claim to, any Note, except
as ordered by a court of competent jurisdiction or required by law.
This condition applies whether or not a Note is overdue.

3.6

Joint Noteholders
If two or more persons are entered in the Register as joint Noteholders of a Note, they are
taken to hold the Note as joint tenants with rights of survivorship. However, the Issuer is not
bound to register more than four persons as joint Noteholders of a Note.
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3.7

Register conclusive as to ownership
On providing reasonable notice to the Registrar, a Noteholder will be permitted, during
business hours, to inspect the Register. A Noteholder is entitled to inspect the Register only
in respect of information relating to that Noteholder.
The Registrar must make a certified copy of the Register available to a Noteholder upon
request by that Noteholder within one Business Day of receipt of the request.

3.8

Notes not invalid if improperly issued
No Note is invalid or unenforceable on the ground that it was issued in breach of the Note
Deed Poll or any other Transaction Document.

3.9

Location of the Notes
The property in the Notes for all purposes is situated where the Register is located.

4

STATUS

4.1

Status
Notes are direct, secured, limited recourse obligations of the Issuer.

4.2

Security
The Issuer’s obligations in respect of the Notes are secured under the General Security Deed.

4.3

Ranking
The Notes of each class rank equally amongst themselves.
The classes of Notes rank against each other in the order set out in the Issue Supplement.

5

TRANSFER OF NOTES

5.1

Transfer
Noteholders may only transfer Notes in accordance with the Master Trust Deed, the Issue
Supplement and these conditions.

5.2

Title
Title to Notes passes when details of the transfer are entered in the Register.

5.3

Transfers in whole
Notes may only be transferred in whole.

5.4

Compliance with laws
Notes may only be transferred if:
(a)
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the offer or invitation giving rise to the transfer is not:
(i)

an offer or invitation which requires disclosure to investors under Part 6D.2 of
the Corporations Act; or

(ii)

an offer to a retail client for the purposes of Chapter 7 of the Corporations
Act; and
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(b)

5.5

the transfer complies with any applicable law or directive of the jurisdiction where the
transfer takes place.

Transfer procedures
Interests in Notes held in a Clearing System may only be transferred in accordance with the
rules and regulations of the Clearing System. Notes which are not held in a Clearing System
may be transferred by sending a transfer form to the Specified Office of the Registrar.
To be valid, a transfer form must be:
(a)

in the form set out in Schedule 2 of the Note Deed Poll;

(b)

duly completed and signed by, or on behalf of, the transferor and the transferee; and

(c)

accompanied by any evidence the Issuer may require to establish that the transfer
form has been duly signed.

No fee is payable to register a transfer.
5.6

No transfers to unincorporated associations
Noteholders may not transfer Notes to an unincorporated association.

5.7

Transfers of unidentified Notes
lf a Noteholder transfers some but not all of the Notes it holds and the transfer form does not
identify the specific Notes transferred, the Registrar may choose which Notes registered in the
name of Noteholder have been transferred. However, the aggregate lnvested Amount of the
Notes registered as transferred must equal the aggregate lnvested Amount of the Notes
expressed to be transferred in the transfer form.

6

INTEREST

6.1

Interest on Notes
Each Note bears interest:

6.2

(a)

(subject to paragraph (b)) on its Invested Amount at its Interest Rate, as provided in
condition 6.4 (“Calculation of interest payable on the Notes”) from (and including) its
Issue Date to (but excluding) its Maturity Date, or, if earlier, the date on which the
Note is redeemed in accordance with condition 8.6 (“Final Redemption”); or

(b)

on its Stated Amount if the Stated Amount of that Note is zero.

Interest Rate determination
The Calculation Agent must determine the Interest Rate for the Notes for an Interest Period in
accordance with these conditions and the Issue Supplement.
The Interest Rate must be expressed as a percentage rate per annum.

6.3

Interest Rate
(a)

The Interest Rate for a Class A1 Note, a Class A2 Note, a Class A3 Note and a Class
AB Note:
(i)

for each Interest Period ending on or prior to the first Call Option Date is the
sum of:
(A)
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(B)

the Bank Bill Rate,

for that Note and that Interest Period;
(ii)

for each Interest Period ending after the first Call Option Date is the sum of:
(A)

the relevant Margin;

(B)

the relevant Step-Up Margin; and

(C)

the Bank Bill Rate,

for that Note and that Interest Period.
(b)

The Interest Rate for a Class B Note, a Class C Note, a Class D Note, a Class E
Note, a Class F Note and a Redraw Note for each Interest Period is the sum of:
(i)

the relevant Margin; and

(ii)

the Bank Bill Rate,

for that Note and that Interest Period.
6.4

Calculation of interest payable on Notes
As soon as practicable after determining the Interest Rate for any Note for an Interest Period,
the Calculation Agent must calculate the amount of interest payable on that Note for the
Interest Period in accordance with condition 6.1 (“Interest on Notes”).
The amount of interest payable on a Note is calculated by multiplying the Interest Rate for the
Interest Period, the Invested Amount of the Note (as at the first day of that Interest Period)
and the Day Count Fraction.

6.5

Notification of Interest Rate and other things
If any Interest Period or calculation period changes, the Calculation Agent may amend its
determination or calculation of any rate, amount, date or other thing. If the Calculation Agent
amends any determination or calculation, it must notify the Issuer and the Manager. The
Calculation Agent must give notice as soon as practicable after amending its determination or
calculation.

6.6

Determination and calculation final
Except where there is an obvious or manifest error, any determination or calculation the
Calculation Agent makes in accordance with these conditions is final and binds the Issuer and
each Noteholder.

6.7

Rounding
For any determination or calculation required under these conditions:
(a)

all percentages resulting from the determination or calculation must be rounded to the
nearest one hundred thousandth of a percentage point (with 0.000005 per cent. being
rounded up to 0.00001 per cent.); and

(b)

all amounts that are due and payable resulting from the determination or calculation
must be rounded (with halves being rounded up) to:
(i)
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(ii)

(c)

6.8

in the case of any other currency, the lowest amount of that currency
available as legal tender in the country of that currency; and

all other figures resulting from the determination or calculation must be rounded to
five decimal places (with halves being rounded up).

Default interest
If the Issuer does not pay an amount under this condition 6 (“Interest”) on the due date, then
the Issuer agrees to pay interest on the unpaid amount at the last applicable Interest Rate.
Interest payable under this condition accrues daily from (and including) the due date to (but
excluding) the date the Issuer actually pays and is calculated using the Day Count Fraction.

6.9

Interpolation
In respect of the first Interest Period for a Note, the Calculation Agent must determine the
Interest Rate for that Interest Period using straight line interpolation by reference to two Bank
Bill Rates.
The first rate must be determined on the first day of that Interest Period in accordance with the
definition of Bank Bill Rate in condition 1.2 (“Definitions”).
The second rate must be determined on the first day of that Interest Period as if the reference
to “one month” in the definition of Bank Bill Rate in condition 1.2 (“Definitions”) were a
reference to “two months”.

7

ALLOCATION OF CHARGE-OFFS
The Issue Supplement contains provisions for:
(a)

allocating Charge-Offs to the Notes and reducing the Stated Amount of the Notes;
and

(b)

reinstating reductions in the Stated Amount of the Notes.

8

REDEMPTION

8.1

Redemption of Notes on Maturity Date
The Issuer agrees to redeem each Note on the Maturity Date by paying to the Noteholder the
Invested Amount for the Note plus all accrued and unpaid interest on the Note up to the
Maturity Date and any other amount payable but unpaid with respect to the Note. However,
the Issuer is not required to redeem a Note on the Maturity Date if the Issuer redeems the
Note before the Maturity Date.

8.2

Redemption of Notes – Call Option
(a)

The Manager may (at its option) direct the Issuer to redeem all (but not some only) of
the Notes before the Maturity Date and upon receipt of such direction the Issuer must
redeem the Notes by paying to the Noteholders the Redemption Amount for the
Notes.

(b)

The Manager may only direct the Issuer to redeem the Notes under this condition 8.2
if the proposed redemption date is a Call Option Date. The Manager agrees to direct
the Issuer to give notice of the proposed redemption under this condition 8.2, at least
10 days before the proposed redemption date, to the Registrar and the Noteholders
and any stock exchange on which the Notes are listed.
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8.3

8.4

Redemption for taxation reasons
(a)

lf the Issuer is required under condition 10.2 ("Withholding tax") (in respect of the
Notes) to deduct or withhold an amount in respect of Taxes (excluding any FATCA
Withholding Tax) from a payment in respect of a Note the Manager may (at its option)
direct the Issuer to redeem all (but not some only) of the Notes and upon receipt of
such direction the Issuer must redeem the Notes by paying to the Noteholders the
Redemption Amount for the Notes.

(b)

The Manager agrees to direct the Issuer to give notice of the proposed redemption
under this condition 8.3, at least 10 days before the proposed redemption date (which
must be a Payment Date), to the Registrar and the Noteholders and any stock
exchange on which the Notes are listed.

Payment of principal in accordance with Issue Supplement
Payments of principal on each Note will be made in accordance with the Issue Supplement.

8.5

Late payments
If the Issuer does not pay an amount under this condition 8 (“Redemption”) on the due date,
then the Issuer agrees to pay interest on the unpaid amount at the last applicable Interest
Rate.
Interest payable under this condition accrues daily from (and including) the due date to (but
excluding) the date the Issuer actually pays and is calculated using the Day Count Fraction.

8.6

Final Redemption
A Note will be finally redeemed, and the obligations of the Issuer with respect to the payment
of the lnvested Amount of that Note will be finally discharged, on the date upon which the
lnvested Amount of that Note is reduced to zero.

9

PAYMENTS

9.1

Payments to Noteholders
The Issuer agrees to pay:

9.2

(a)

interest and amounts of principal (other than a payment due on the Maturity Date), to
the person who is the Noteholder at the close of business in the place where the
Register is maintained on the Record Date; and

(b)

amounts due on the Maturity Date to the person who is the Noteholder at 4.00pm in
the place where the Register is maintained on the due date.

Payments to accounts
The Issuer agrees to make payments in respect of a Note:
(a)

if the Note is held in a Clearing System, by crediting on the Payment Date, the
amount due to the account previously notified by the Clearing System to the Issuer
and the Registrar in accordance with the Clearing System’s rules and regulations in
the country of the currency in which the Note is denominated; and

(b)

if the Note is not held in a Clearing System, subject to condition 9.3 (“Payments by
cheque”), by crediting on the Payment Date the amount due to an account previously
notified by the Noteholder to the Issuer and the Registrar in the country of the
currency in which the Note is denominated.
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9.3

Payments by cheque
If a Noteholder has not notified the Issuer of an account to which payments to it must be made
by close of business in the place where the Register is maintained on the Record Date, the
Issuer may make payments in respect of the Notes held by that Noteholder by cheque.
If the Issuer makes a payment in respect of a Note by cheque, the Issuer agrees to send the
cheque by prepaid ordinary post on the Business Day immediately before the due date to the
Noteholder (or, if two or more persons are entered in the Register as joint Noteholders of the
Note, to the first named joint Noteholder) at its address appearing in the Register at close of
business in the place where the Register is maintained on the Record Date.
Cheques sent to a Noteholder are sent at the Noteholder’s risk and are taken to be received
by the Noteholder on the due date for payment. If the Issuer makes a payment in respect of a
Note by cheque, the Issuer is not required to pay any additional amount (including under
condition 8.5 (“Late payments”)) as a result of the Noteholder not receiving payment on the
due date.

9.4

Payments subject to law
All payments are subject to applicable law.
(“Taxation”).

10

TAXATION

10.1

No set-off, counterclaim or deductions

However, this does not limit condition 10

The Issuer agrees to make all payments in respect of a Note in full without set-off or
counterclaim, and without any withholding or deduction in respect of Taxes, unless required
by law.
10.2

Withholding tax
If a law (including FATCA) requires the Issuer to withhold or deduct an amount in respect of
Taxes (including, without limitation, any FATCA Withholding Tax) from a payment in respect
of a Note, then (at the direction of the Manager):
(a)

the Issuer agrees to withhold or deduct the amount; and

(b)

the Issuer agrees to pay an amount equal to the amount withheld or deducted to the
relevant authority in accordance with applicable law.

The Issuer is not liable to pay any additional amount to the Noteholder in respect of any such
withholding or deduction (including, without limitation, any FATCA Withholding Tax).
11

TIME LIMIT FOR CLAIMS
A claim against the Issuer for a payment under a Note is void unless made within 10 years (in
the case of principal) or 5 years (in the case of interest and other amounts) from the date on
which payment first became due.

12

GENERAL

12.1

Role of Calculation Agent
In performing calculations under these conditions, the Calculation Agent is not an agent or
trustee for the benefit of, and has no fiduciary duty to or other fiduciary relationship with, any
Noteholder. Whenever the Calculation Agent is required to act, make a determination or
exercise judgement in any way, it will do so in good faith and in a commercially reasonable
manner.
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12.2

Meetings of Secured Creditors
The Master Trust Deed contains provisions for convening meetings of the Secured Creditors
to consider any matter affecting their interests, including any variation of these conditions.

13

NOTICES

13.1

Notices to Noteholders
All notices and other communications to Noteholders must be in writing and must be:

13.2

(a)

sent by prepaid post (airmail, if appropriate) to the address of the Noteholder (as
shown in the Register at close of business in the place where the Register is
maintained on the day which is 3 Business Days before the date of the notice or
communication);

(b)

given by an advertisement published in:
(i)

the Australian Financial Review or The Australian; or

(ii)

if the Issue Supplement specifies an additional or alternate newspaper, that
additional or alternate newspaper;

(c)

posted on an electronic source approved by the Manager and generally accepted for
notices of that type (such as Bloomberg or Reuters);

(d)

distributed through the Clearing System in which the Notes are held’ or

(e)

if the relevant Notes are listed, announced on the stock exchange on which those
Notes are listed.

When effective
Communications take effect from the time they are received or taken to be received
(whichever happens first) unless a later time is specified in them.

13.3

When taken to be received
Communications are taken to be received:
(a)

if published in a newspaper, on the first date published in all the required
newspapers;

(b)

if sent by post, seven Business Days after posting (or eleven Business Days after
posting if sent from one country to another); or

(c)

if posted on an electronic source, distributed through a Clearing System or
announced on a stock exchange, on the date of such posting, distribution or
announcement (as applicable).

14

GOVERNING LAW

14.1

Governing law and jurisdiction
These conditions are governed by the law in force in New South Wales. The Issuer and each
Noteholder submit to the non-exclusive jurisdiction of the courts of that place.

14.2

Serving documents
Without preventing any other method of service, any document in any court action in
connection with any Notes may be served on the Issuer by being delivered to or left at the
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Issuer’s address for service of notices in accordance with clause 42 (“Notices”) of the Master
Trust Deed.
15

LIMITATION OF LIABILITY
The Issuer’s liability to the Noteholders of the Series (and any person claiming through or
under a Noteholder of the Series) in connection with the Note Deed Poll and the other
Transaction Documents of the Series is limited in accordance with clause 21.3 (“Limited
liability of the Issuer”) of the Master Trust Deed.
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7

GENERAL INFORMATION

Use of Proceeds
The proceeds from the issue and sale of the Notes on the Closing Date will be A$350,000,000.
On the Closing Date the Issuer will apply the proceeds of the Notes issued on the Closing Date (other
than any Redraw Notes) towards payment of the purchase price for the Series Receivables and
Related Securities. If the aggregate proceeds from the issue of those Notes on the Closing Date
exceed the purchase price for the Series Receivables and Related Securities, the amount of such
excess will form part of Total Available Principal in respect of the first Determination Date.
The Issuer may apply the proceeds of the issue of any Redraw Notes after the Closing Date towards
funding Redraws as described in Section 5.8 (“Redraws and Further Advances”).
Clearing Systems
The Issuer will apply to Austraclear for approval for the Offered Notes to be traded on Austraclear.
Such approval by Austraclear is not a recommendation or endorsement by Austraclear of the Offered
Notes.
Approvals
Regulations in Australia restrict or prohibit payments, transactions and dealings with assets having a
prescribed connection with certain countries or named individuals or entities subject to international
sanctions or associated with terrorism.
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8

THE AFG GROUP

AFGS is a wholly owned subsidiary of Australian Finance Group Limited (AFGL). AFGL is an
Australian incorporated public company listed on the Australian Securities Exchange with its head
office located in Perth, and 'sales offices' located in Sydney, Melbourne, Brisbane and Adelaide. Its
Perth Sales office is included as part of the head office.
AFGL commenced business in 1994 and its traditional core business has been that of mortgage
broking aggregator. AFGL now operates through a network of over 2,900 contracted brokers
(Member Brokers). AFGL’s residential loan book, or residential loans under management, totals in
excess of $133 billion, with a further $7.2 billion loan book relating to commercial mortgages, again
originated through contracted brokers.
This combined $140 billion loan book linked with major banks and leading lending institutions has
provided strong and reliable cash flow which in turn has underwritten the expansion of the AFG Group
from being simply a Mortgage Broking Aggregator. In 2001, the AFG Group made the strategic
decision to move further up the value chain and also leverage some of the distribution capability it had
developed in the years since commencing business. A mortgage management business, AFG Home
Loans Pty Ltd (AFGHL) principally funded by Puma and Bendigo Adelaide Bank Limited and
ultimately ING was commenced. This has now developed into a white label origination program with
AFGS, Advantedge Financial Services Pty Ltd, Macquarie Bank Ltd, Bendigo and Adelaide Bank Ltd
and Pepper Group Ltd and grown to a loan book of approximately $6.5 billion. This business has
enabled the AFG Group to gain experience in credit, post settlement care and arrears management.
In 2007, with the capability within the AFGHL business proven, AFGS commenced operations to
facilitate the further evolution of this arm of the wider AFG business. Whilst the onset of the Global
Financial Crisis curtailed new originations, a new warehouse facility was negotiated with NAB in 2010
and since this time AFGS has grown originations whilst ensuring that the residential mortgage assets
being accumulated were capable of being accepted in the wider investor market. In March 2013,
AFGS completed its inaugural term securitisation transaction (AFG 2013-1 Trust), successfully raising
$275 million. Subsequent to this March transaction a further term securitisation transaction (AFG
2013-2 Trust) totalling $300 million was undertaken in October 2013. Recognising the importance of
warehouse providers to its overall business strategy, in December 2013 AFGS added ANZ as a
warehouse provider. In recent years AFG has completed a further three term transactions (AFG
2014-1, AFG 2016-1 and AFG 2017-1). AFG’s most recent transaction, AFG 2017-1, was for $350
million and settled in September 2017. Over the last 6 months the AFG 2013-1 and AFG 2014-1
transactions were successfully redeemed on the respective call option dates and AFG has also
managed to restructure its warehouse facilities. The warehouse restructures were carried out to
ensure efficient warehouse pricing post the commencement of the revised APRA Prudential Standard
APS 120 on 1 January 2018. As part of this restructure, AFG secured Deutsche Bank, AG, Sydney
Branch as a mezzanine investor for part of its warehouse funding. The AFGS loan portfolio currently
stands at approximately $1.2 billion.
AFGS originates residential home loans through the tied distribution of its parent - which manages the
2,900 Australia wide, brokers directly contracted to AFGL. It does not accept home loan applications
from sources outside of the AFG network. All loans are initially funded through warehouse facilities
arranged by NAB and ANZ. For more information, see Section 9 (“Origination and Servicing of the
Series Receivables”).
AFGS holds an Australian Financial Services Licence (No. 418017) issued by ASIC. As a licensee,
AFGS is required to have satisfied ASIC that it meets acceptable standards with respect to financial
resources, risk management, compliance and corporate governance.
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The Directors of the AFG Group of Companies highlighted in this Information Memorandum are identified
in the following table
AFG Limited (AFGL)

AFG Home Loans Pty
Ltd (AFGHL)

AFG Securities Pty Ltd
(AFGS)

Anthony Gill

X

Brett McKeon

X

X

X

Malcolm Watkins

X

X

X

Kevin Matthews

X

X

X

Craig Carter

X

Jane Muirsmith

X

Melanie Kiely

X

Management Profile of the AFG Group of Companies
A summary of the backgrounds of all directors and key management within the group is as follows.
Directors
(a)

Anthony (Tony) Gill - Chairman AFGL

Mr Gill has been the Chairman of the Board since 2008. Mr Gill has extensive experience across Australia’s
finance industry, most recently with Macquarie Bank for more than 16 years. Mr Gill is a director of First Mortgage
Services, First American Title Insurance, Genworth Mortgage Insurance Australia Limited and sits on the board of
the Butterfly Foundation for Eating Disorders and is a member of ASIC's External Advisory Panel. Mr Gill holds a
Bachelor of Commerce and is a Chartered Accountant (retired).
(b)

Mr Brett McKeon - Executive Director

Mr McKeon is a founding director of AFGL and the Group’s former Managing Director. Mr McKeon has worked for
over 30 years in the finance industry and has considerable management, capital raising, public company and
sales experience and is an experienced director in both the public and private arenas. Mr McKeon was awarded
The Ernst & Young Entrepreneur of the Year for WA in 2006. In 2016 Mr McKeon was appointed to the newly
reconstituted Financial Sector Advisory Council, a non-statutory body that provides advice to the federal
government on policies that will maintain an efficient, competitive and dynamic financial sector. Mr McKeon
drives the AFG Group’s advocacy activity through the company’s guiding principles of fairness, shared prosperity
and the provision of choice for Australian consumers.
During the past three years Mr McKeon has also served as a director of the following listed Companies:
•

Caravel Minerals Limited – appointed in 2012, resigned in 2015.

(c)

Mr Malcolm Watkins – Executive Director

Mr Watkins is a founding director of AFGL and has played a central role in the strategic direction of the company.
Originally responsible for the company’s IT and Marketing divisions, Mr Watkins focused on extracting real and
tangible returns on the significant investments the AFG Group has made in information technology. These
divisions have set an industry benchmark for the delivery of a successful, fully integrated business and CRM
platform for AFG brokers. More recently Mr Watkins has taken a lead role in preparing for the expansion of AFG
Business, a key area of future focus for the AFG Group.
Mr Watkins also sits on the board of Thinktank Property Finance after AFG acquired a strategic stake in the
commercial lending company and is a former member of the board of the Mortgage and Finance Association of
Australia (MFAA).
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(d)

Mr Kevin Matthews - Non-Executive Director

Mr Matthews is a founding director of AFGL. He previously held a role as an Executive Director and was
responsible for negotiating and managing key relationships with banks and lending institutions, including product
development and the Commercial line of business. Mr Matthews ceased to be an Executive Director and became
a non-executive director on 1 May 2015. Mr Matthews has worked in the finance industry for more than 40 years
and has been a licensed finance broker for more than 30 years. He is a former director of the Mortgage and
Finance Association of Australia (MFAA) and served on the MFAA’s National Brokers Committee for 12 years. Mr
Matthews is also a Senior Fellow of the Financial Services Institute of Australasia (FINSIA) and a Life Member of
the MFAA.
(e)

Mr Craig Carter - Non-Executive Director

Mr Carter joined the AFGL board in early 2015, and is the Chair of the Audit and Finance Committee, a member
of the Risk and Compliance Committee and a member of the Remuneration and Nominations Committee.
Following a prestigious career spanning 35 years in stockbroking and investment banking specialising in Equity
Capital Markets and Corporate Advice Mr Carter now manages his own diverse business interests across a
portfolio of equities, early stage investment, agriculture and real estate. He is also a Director of the Fremantle
Football Club.
Mr Carter was a Natural Person Member of the Australian Stock Exchange, has been a member of the ASX’s
National Listing Committee, and is a Fellow of the Financial Services Institute.
Mr Carter is a well-known professional with unique experience in equities, capital markets and corporate
transactions. This experience provides a platform for robust perspectives and a long reputation of integrity and
good governance across financial service businesses.
(f)

Ms Melanie Kiely - Non-Executive Director

Ms Kiely is an experienced executive and company director with over 25 years of experience internationally in
health care, financial services and consulting in Australia, Europe and South Africa. She is currently a Director of
the Black Dog Institute and Chair of the Nominations Committee. Ms Kiely has held senior executive positions
with the Silver Chain Group, HBF health Fund, NIB health funds MBF and was an Associate Partner at Accenture.
She has also held a number of Board positions in the financial services and health sectors over the last ten years.
Ms Kiely has an Honours Degree in Business Science from the University of Cape Town and is a Graduate of the
Australian Institute of Company Directors. Ms Kiely joined the AFG Board as a Non-Executive Director in March
2016.
(g)

Ms Jane Muirsmith - Non-Executive Director

Ms Muirsmith is an accomplished digital, channel and marketing strategist with a proven track record of helping
companies leverage digital technologies to drive innovation and business outcomes. She has broad experience
spanning 25 years across many industries including financial services, insurance, utilities, Government,
professional services, retail, manufacturing and technology. Ms Muirsmith is Managing Director of Lenox Hill, a
digital strategy and consulting company and is a Non-Executive Director of Cedar Woods Properties Limited,
Healthdirect Australia and the Telethon Kids Institute. She is a Graduate of the Australian Institute of Company
Directors and a Fellow with Chartered Accountants Australia and New Zealand, where she is Chair of the WA
Business Advisory Committee. She is also a member of the Ambassadorial Council UWA Business School. Ms
Muirsmith was appointed to the AFG Board as a Non-Executive Director in March 2016.
Key Management with respect to AFGS
(a)

David Bailey - Chief Executive Officer - AFGL

David is a Fellow of the Institute of Chartered Accountants of Australian and New Zealand and also a Fellow of
FINSIA (Financial Services Institute of Australasia) with over 30 years' professional experience.
David has been with AFGL for over fourteen years. Upon graduating from university, David entered the chartered
accounting profession where he stayed until 2000 when he took on his first senior role in commerce.
In 2004, David joined AFGL as Chief Financial Officer, and took on responsibility for the finance operations of the
AFG Group as a whole. In 2015 David was appointed to the role of Chief Operating Officer with this role
encompassing the AFG Securitisation business. In 2017 David was appointed to the role of CEO.
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David has been a Member of the Western Australian Cricket Association (WACA) for over two decades and also
sits on the WACA Board.
(b)

Lisa Bevan - Company Secretary - AFGL

Lisa joined AFGL in 1998 and was appointed to the position of Company Secretary in 2001. Lisa is a Chartered
Accountant and holds a Bachelor of Commerce Degree and has a Diploma of Corporate Governance from the
Governance Institute of Australia. Lisa is responsible for managing AFGL’s secretariat, compliance, governance
and risk management programs. Lisa also oversees the legal and human resource functions.
(c)

Ben Jenkins – Chief Financial Officer - AFGL

Ben has over 14 years’ experience in senior finance roles with businesses actively investing in emerging
technologies. Ben has extensive experience in financial and management reporting, treasury, process
improvement and internal controls. Prior to joining AFG in December 2015, Ben was Financial Controller and
Company Secretary at iiNet. Prior to this he was a Senior Manager with Ernst and Young. Ben is a Chartered
Accountant, holds a Bachelor of Commerce Degree and is a graduate of the Australian Institute of Company
Directors. Ben is an experienced finance executive with a strong operational background in a listed‐company
environment.
(d)

Mark Hewitt - General Manager Sales and Operations AFGL

Mark has 36 years' experience in financial service including 26 years in senior management roles. During this
time, he has worked in a diverse range of management fields including operations, communications, relationship
management, credit management, asset finance, human resources and sales. Mark commenced with AFGL in
2006 and is responsible for the management, support and growth of AFGL’s 2,900 strong broker force, the
achievement of group sales targets and management of AFGL’s residential lender panel. He is AFG’s
representative and an active member of the Combined Industry Forum, an industry group formed to lead the
mortgage broking industry through the ASIC broker remuneration review. Prior to joining AFGL, Mark’s previous
four years were spent working for ANZ in its third-party distribution area where he developed his deep
understanding of the broker industry. His final role there was as national manager for key broker relationships.
Mark holds a Master of Business Administration (MBA) from Charles Sturt University.
(e)

Peter White - Operations Manager AFGS

Peter has over 30 years’ experience in the finance industry, including all facets of operational and retail lending
management, processes/procedures formation and review, core banking systems administration, and has a
comprehensive knowledge of retail lending. Peter has been part of the AFG team for over 11 years and was
instrumental in setting up the key securitisation platform and the AFG 2013-1, AFG 2013-2, AFG 2014-1, AFG
2016-1 and AFG 2017-1 RMBS term securitisations. His duties include the management of all aspects of the
AFGS portfolio as well as the ultimate responsibility for Credit Risk.
(f)

Chris Slater - General Manager AFGHL

Chris has been in the finance industry for over 21 years. His sales experience includes 8 years at the
Commonwealth Bank followed by 3 years as National Group Manager of Astute Financial Management, a retail
mortgage aggregation business. Chris joined AFGL in Brisbane as a National Accounts Manager in 2007 before
relocating with AFGL to Sydney in 2008 where he took on the role of State Manager of AFGL’s NSW State Office.
He was appointed as Head of Sales & Distribution for the AFGHL business in 2014 and was promoted to General
Manager of AFGHL in 2015.
(g)

John Sanger – Chief Operating Officer AFGL

John has 25+ years’ experience in leadership roles in Operations, Transformation & Technology. He has
extensive experience in strategy development & execution, operational leadership, business transformation,
mergers & acquisitions, IT automation and digitalisation. John has held General Manager roles since 2000 and
has led teams of 250+ staff for over 10 years.
Prior to joining AFG, John was the Head of Strategy, Transformation & Operations for Optus Business. In this
role, John developed the Optus Business strategy, developed & executed the transformation agenda including
information technology and the day to day operations of the Business.
John was a GM in IT Services company Alphawest (a listed Australian IT services company), achieving significant
growth and customer experience targets. John was integral to many of the milestones of Alphawest including
integration of 8 acquisitions, was a key part of a management buyout in 2002 and a key contributor to the ASX
listing. Prior, John was Managing Director of a mid-sized IT Service company for 9 years.
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9

ORIGINATION AND SERVICING OF THE SERIES RECEIVABLES

9.1

Roles and Responsibilities of companies within the AFG Group
The Australian Finance Group Limited group of companies is comprised of a small number of
operating wholly owned subsidiaries. These companies each perform distinct roles within the
AFG Securities business model. These roles are briefly described below:
•

Australian Finance Group Limited (AFGL) is the holding company and is responsible
for the management of the AFG Group as a whole, and also responsible for the
recruitment and management of the 2,900 mortgage brokers directly contracted with
AFGL. It also provides the executive management support, overriding compliance
and risk management structures as well as marketing and information technology
direction for the AFG Group. Importantly, it also provides the financial support for the
balance of the operating companies within the consolidated group of companies;

•

AFG Home Loans Pty Ltd (AFGHL) is the company that has historically managed the
distribution of the AFGHL branded product. AFGHL commenced business as a
mortgage manager and currently manages a combined loan book of approximately
$6.5 billion. As a mortgage manager, AFGHL’s responsibilities covered the credit
review of all applications, the ultimate settlement of the mortgage transaction, the
ongoing customer management, collections and arrears management and ultimate
discharge of that customer. In late financial year 2015 AFGHL entered into a white
label arrangement with a funder which simplified the AFGHL business such that credit
and client services were handled by the funder, and AFGHL become a distributer of
the white label product. Gradually since then, the AFGHL business has evolved to be
solely a white label distributor of home loan product; and

•

AFG Securities Pty Ltd (AFGS) provides funding for the AFGHL branded mortgage
products. AFGS is the Servicer and Manager for the Trust. The success of the white
label model mentioned above has grown strongly within AFGHL such that today,
whilst AFGHL will distribute the AFGS product under its name, all customers within
AFGS are handled directly by AFGS. This leaves a smaller credit and client services
team that is now focussed solely on delivering quality service to the AFGS customers
and brokers. Included in the $6.5 billion AFGHL book is a book approximating $1.2
billion relating to loans funded by AFGS

AFGL and AFGHL are not parties to any of the Transaction Documents and are not
responsible for the management of the Trust or the servicing of the Series Receivables. None
of the obligations of the Manager, the Servicer or the Issuer in connection with the Series are
guaranteed in any way by AFGL or AFGHL.
For further information about AFGS and the other AFG Group companies, see Section 8 (“The
AFG Group”).
9.2

Origination of Housing Loans
The Series Receivables will consist of Housing Loans and Related Securities originated by
AFGS. These housing loans are sourced from brokers directly contracted with AFGL. In other
words, AFGL does not accept home loan applications unless that loan application has been
completed by one of their 2,900 (approximately) Australia-wide contracted brokers.
To become an AFGL contracted mortgage broker requires a number of checks to be
performed by the AFGL compliance department before the broker is offered a contract with
AFGL. Such checks include a police clearance and a credit check.
An AFGL Mortgage Broker will use FLEX as a means of assisting them service the customer,
and to select an appropriate home loan for the customer. FLEX is an AFGL developed
technology solution which utilises an enterprise technology as its framework. FLEX is
supported by a team of AFGL employees whose role is to develop FLEX in accordance with
broker, business and legislative needs.
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Once a broker has met with a potential home loan customer and the customer agrees on
applying for an AFGHL branded home loan, the application form is usually submitted
electronically to AFGS and the credit process commences.
9.3

Credit Assessment
Credit assessment is performed by AFGS. The standard credit assessment procedures
conducted by AFGS include both the verification of the data within the loan application to
source documentation, together with performance of a credit check. Some relevant aspects
of these procedures are as follows;
Valuation – AFGS obtains either a full valuation or a desktop valuation on all securities. Since
2011 all valuations are ordered through Valex via a predetermined valuer panel. Valex
provides a total valuer panel management solution for the residential mortgage lending
industry.
Employment Check - AFGS independently verifies the applicant(s) employer's details and
requires payslip confirmation of the remuneration details included in the application form
Lenders Mortgage Insurance (LMI) – Historically, 100% of all Housing Loans (irrespective of
LVR) are covered by an individual LMI policy. The respective LMI provider approves each
loan prior to AFGHL issuing a formal approval to the customer. Effective July 2014 LMI cover
was only taken out for loans (underwritten on a deal by deal basis where the LVR was greater
than 70%. In May 2016, this benchmark was increased to loans where the LVR was greater
than 80%. For more information about the relevant LMI Providers, see Section 10.5
(“Mortgage Insurers”).
Welcome Call - Recognising that the customer has come to AFGS via the AFGL Broker
network, just prior to settlement, a welcome call is made by AFGS directly to the customer.
This call, apart from facilitating the 'hand over' from the broker to AFGS, also provides AFGS
with the opportunity to confirm that the customer has in fact applied for the loan, the security
being used, and that the broker has met the relevant statutory checks relating to customer
identification.

9.4

Housing Loan Characteristics
All of the Housing Loans which will form part of the Series Receivables are loans secured by
first registered mortgages over residential real estate. Scheduled payments are made
predominantly by direct debit or other electronic payment methods to the customer’s loan
account.
All fees generated from the Series Housing Loans will be Series Assets. Such fees may
include (depending on the loan selected by the customer) a fee charged as at settlement of
the loan, an annual fee and default interest/fees. All of the Housing Loans are prepayable in
full or in part at any time.
Loan Types
Whilst the Housing Loans may be categorised according to different promotional terminology,
in summary they can be classified as being either:
•

a principal and interest loan;

•

an interest only loan which converts to that of a principal and interest loan within a
prescribed time period (which the maximum is five years, with the potential for a
further five years); or

•

a line of credit loan (which amortises at the expiry of 120 months).

All Housing Loans are currently subject to a variable rate of interest. On each Payment Date,
the Manager is required to calculate the Threshold Rate for the Housing Loans. Except in the
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circumstances described in Section 5.6 (“Setting the Threshold Rate”), the Manager must
direct the Servicer to reset or cause to be reset as soon as possible (having regard to the
National Consumer Credit Protection Laws), the interest rates on any one or more Series
Receivables so that the weighted average interest rate on the Series Receivables is not less
than the Threshold Rate.
However, AFGS also offers its customers the ability to fix the interest rate on all or a
proportion of their Housing Loan. If such a customer wishes to fix some or all of the interest on
their existing Housing Loan, the Servicer must not agree to this request unless it has complied
with the requirements set out in Section 5.7 (“Fixed Rate Housing Loans”).
9.5

Servicing of Housing Loans
AFGS administers all Loans from its Head Office in Perth. The loans are managed on the
Data Action Core Banking System, which in turn is hosted on a 24/7 bureau service by Data
Action Pty Ltd (ACN 008 102 690) (“Data Action”) out of South Australia. The bureau service
provided by Data Action is subject to annual disaster recovery testing, utilising its two live sites
in South Australia.
The Core Banking System is licensed directly from Data Action, which is currently also utilised
by over 25 financial institutions operating in Australia.
Electronic transaction access into the Australian payments system for customer transactions
is provided under a contract with Cuscal Limited (ACN 087 822 455) (“Cuscal”). Cuscal is a
leading independent provider of payment solutions to financial institutions in Australia and it is
an unlisted Australian public company. Cuscal is an Authorised Deposit-taking Institution
(ADI) regulated by the Australian Prudential Regulation Authority.
AFGS engages a reputable Australian legal firm to advise on compliance with all legislative
requirements of the program which includes impending amendments to existing legislation or
new legislation (such as the Consumer Credit Code, the National Consumer Credit Protection
Laws and the Privacy Act 1988 (Cth)).
AFGS also maintains an authorised solicitors panel to prepare the loan documentation and
facilitate all loan settlements. As part of the AFG Group’s risk management framework, the
Group maintains a number of key insurance policies which are independent of the Lenders
Mortgage Insurance Contracts referred to elsewhere in this Information Memorandum:

9.6

•

AFGS has a Mortgage Impairment Insurance policy in place for protection in the
event that a loss is sustained when a mortgaged property is sold, following default on
payments after such property was damaged or destroyed and the Debtor has
insufficient or no insurance cover.

•

AFGL has a comprehensive Crime Insurance Policy in place to cover the general risk
of fraud or loss incurred by any of the companies within the AFG Group from criminal
actions. The cover is in place for the exposure of the AFG Group, either to internal
and, in some cases, external fraud and general crime. The cover provides protection
for such risks as fraud whether electronic, identity, documentary or general illegal
activity which causes loss of security rights.

•

AFGS currently has Professional Indemnity Insurance cover in place for, at minimum,
an amount of A$2 million any one claim and in the aggregate during the policy period.

Standby Servicer
Perpetual Corporate Trust Limited ABN 99 000 341 533 has been appointed as Standby
Servicer in respect of the Series under the Standby Servicing Deed. The Standby Servicer
and AFGS have implemented a ‘warm’ standby servicing arrangement to better facilitate the
transfer of servicing responsibilities in respect of the Series from the Servicer to the Standby
Servicer. The Standby Servicer, in consultation with AFGS, has prepared a Standby Servicing
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Plan which includes information and guidelines for the Standby Servicer to continue to service
the Series Receivables in the event that AFGS is unable to service the Series Receivables.
The Standby Servicing Plan covers full servicer responsibilities including collection and
reconciliation of transactions in the banking system, arrears management, recovery actions
and LMI reporting.
For information regarding the circumstances in which the Standby Servicer may be required to
act as Servicer in respect of the Series, see Section 12.6 (“The Servicing Deed”) and Section
12.7 (“The Standby Servicing Deed”).
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10

DESCRIPTION OF THE PARTIES AND SUPPORT FACILITY PROVIDERS

10.1

Issuer

Perpetual Corporate Trust Limited was incorporated in New South Wales on 27 October 1960 as
T.E.A. Nominees (N.S.W.) Pty Limited under the Companies Act 1936 of New South Wales as a
proprietary company. The name was changed to Perpetual Corporate Trust Limited on 18 October
2006 and Perpetual Corporate Trust Limited now operates as a limited liability public company under
the Corporations Act. Perpetual Corporate Trust Limited is registered in New South Wales and its
registered office is at Level 18, 123 Pitt Street, Sydney NSW 2000, Australia. The telephone number
of Perpetual Corporate Trust Limited's principal office is +61 2 9229 9000.
Perpetual Corporate Trust Limited is a wholly owned subsidiary of Perpetual Limited, a publicly listed
company on the Australian Securities Exchange.
The principal activities of Perpetual Corporate Trust Limited are the provision of trustee and other
commercial services. Perpetual Corporate Trust Limited has obtained an Australian Financial Services
Licence under Part 7.6 of the Corporations Act (Australian Financial Services Licence No.392673).
Relationship with transaction parties
None of the Servicer, the Originator, the Manager or the Liquidity Facility Provider is a subsidiary of, or
is controlled by, the Issuer.
10.2

Security Trustee

P.T. Limited, of Level 18, Angel Place, 123 Pitt Street, Sydney, NSW 2000 is appointed as the
Security Trustee for the Trust on the terms set out in the Master Trust Deed. See Section 12.4 (“The
role of the Security Trustee under the Master Trust Deed and the General Security Deed”) for a
summary of certain of the Security Trustee’s rights and obligations under the Transaction Documents.
The Australian Business Number of P.T. Limited is 67 004 454 666.
Perpetual Trustee Company Limited has obtained an Australian Financial Services Licence under Part
7.6 of the Corporations Act (Australian Financial Services Licence No. 236643). Perpetual Trustee
Company Limited has appointed P.T. Limited to act as its authorised representative No. 266797 under
that licence.
10.3

AFGS - Originator, Manager and Servicer

AFGS is the originator of the Receivables and Related Securities and has also agreed to act as
Manager in respect of the Trust pursuant to the Management Deed and Servicer of the Series
Receives pursuant to the Servicing Deed.
See Section 12.5 (“The Management Deed”) for a summary of certain of the Manager’s rights and
obligations as Manager in respect of the Trust and Section 12.6 (“The Servicing Deed”) for more
information about AFGS’s role as originator and servicer.
For information about AFGS’s corporate profile and the origination of Receivables and Related
Securities, see Section 8 (“The AFG Group”) and Section 9 (“Origination and Servicing of the Series
Receivables”).
10.4

NAB – Liquidity Facility Provider

National Australia Bank Limited (ABN 12 004 044 937) is the initial Liquidity Facility Provider. For
information about the Liquidity Facility in respect of the Trust, see Section 12.8 (“The Liquidity Facility
Agreement”).
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10.5

Mortgage Insurers

QBE Lenders’ Mortgage Insurance Limited (“QBE”)
QBE Lenders’ Mortgage Insurance Limited (ABN 70 000 511 071) is an Australian public company
registered in New South Wales and limited by shares. QBE Lenders’ Mortgage Insurance Limited’s
principal activity is lenders’ mortgage insurance which it has provided in Australia since 1965.
QBE Lenders’ Mortgage Insurance Limited’s parent is QBE Holdings (AAP) Pty Ltd, a subsidiary of the
ultimate parent company, QBE Insurance Group Limited (“QBE Group”). QBE Group is an Australianbased public company listed on the Australian Securities Exchange. QBE Group is recognised as
Australia's largest international general insurance and reinsurance company with operations in more
than 37 countries around the world, and is one of the top 20 global general insurers and reinsurers as
measured by net earned premium.
QBE Group currently has an issuer credit rating by Standard & Poor’s of A- (outlook stable).
QBE Lenders’ Mortgage Insurance Limited currently has an insurer financial strength rating by
Standard & Poor's of A+ (outlook stable) and Fitch Ratings of AA- (outlook stable).
There is no assurance that the ratings will continue for any given period of time or that they will not be
revised or withdrawn entirely by such rating agencies, if, in their judgment, circumstances so warrant.
The ratings reflect each respective rating agency’s current assessments of the creditworthiness of
QBE Lenders’ Mortgage Insurance Limited and its ability to pay claims on its policies of insurance.
Each insurer financial strength rating of QBE Lenders’ Mortgage Insurance Limited should be
evaluated independently. Any further explanation as to the significance of the above ratings may be
obtained only from the applicable rating agency. Such ratings are subject to revision, qualification or
withdrawal at any time by the applicable rating agency.
As of 31 December 2017, the audited financial statements of QBE Lenders’ Mortgage Insurance
Limited had total assets of A$1,896 million and shareholder’s equity of A$949 million.
The business address of QBE Lenders’ Mortgage Insurance Limited is Level 5, 2 Park Street, Sydney,
New South Wales, Australia, 2000.
Genworth Financial Mortgage Insurance Pty Ltd
Genworth Financial Mortgage Insurance Pty Limited ACN 106 974 305 (Genworth) is a proprietary
company registered in Victoria and limited by shares. Genworth's principal activity is the provision of
lenders mortgage insurance which it, and predecessor businesses, have provided in Australia since
1965.
Genworth's ultimate Australian parent company is Genworth Mortgage Insurance Australia Limited
ACN 154 890 730, which is a public company listed on the Australian Securities Exchange and
registered in Victoria.
The business address of Genworth is Level 26, 101 Miller Street, North Sydney, New South Wales
2060 Australia.
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11

CASHFLOW ALLOCATION METHODOLOGY

All amounts received by the Issuer will be allocated by the Manager and paid in accordance with the
cashflow allocation methodology described in Sections 11.1 to 11.17 below (“Cashflow Allocation
Methodology”). The Cashflow Allocation Methodology applies only in respect of payments to be
made before the occurrence of an Event of Default and enforcement of the General Security Deed in
accordance with its terms. Section 11.18 applies in respect of payments made following the
occurrence of an Event of Default and enforcement of the General Security Deed.
11.1

Collections

The Servicer is required to collect all Collections received by it in respect of the Series Receivables
and remit them to the Collection Account within 2 Business Days of receipt by the Servicer.
The “Collections”, in respect of a Collection Period, are all amounts received by, or on behalf of, the
Issuer in respect of the Series Receivables during that Collection Period including, without limitation:
(a)

all principal, interest and fees;

(b)

the proceeds of sale or Reallocation of any Series Receivables;

(c)

any proceeds recovered from any enforcement action;

(d)

any amount received as damages in respect of a breach of any representation or warranty;
and

(e)

any fixed rate break costs paid by the Debtors,

after deduction of all Taxes and bank and government charges in respect of such amounts.
11.2

Distributions during a Collection Period

Prior to the occurrence of an Event of Default and enforcement of the General Security Deed, the
Manager may, on any day during a Collection Period, direct the Issuer to apply all Available Principal
received up to that point in time (calculated as if that day was a Determination Date) during that
Collection Period (to the extent not previously applied as described in this Section 11.2) towards
funding Redraws (a “Collection Period Distribution”).
However, the Manager must not, at any time during a Collection Period, direct the Issuer to make a
Collection Period Distribution unless the Manager is satisfied that there will be sufficient Total
Available Principal to fund any required Principal Draw on the next Payment Date in accordance with
the Cashflow Allocation Methodology.
11.3

Determination of Available Principal

On each Determination Date, the Manager will determine the Available Principal for the immediately
preceding Collection Period. The “Available Principal” for a Collection Period will be equal to the
aggregate of the following:
(a)

the aggregate Collections in respect of the immediately preceding Collection Period; minus

(b)

the aggregate of all Collection Period Distributions made under Section 11.2 (“Distributions
during a Collection Period”) during the immediately preceding Collection Period; minus

(c)

the aggregate amount of Income Collections for the immediately preceding Collection Period.
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11.4

Determination of Total Available Principal

On each Determination Date, the Manager will determine the Total Available Principal to be distributed
on the immediately following Payment Date (as described in Section 11.5 (“Application of Total
Available Principal (prior to an Event of Default and enforcement of the General Security Deed)”)
below).
The “Total Available Principal” will be equal to the aggregate of the following:
(a)

the Available Principal on that Determination Date in respect of the immediately preceding
Collection Period; plus

(b)

the amount (if any) to be applied from Total Available Income on the immediately following
Payment Date in accordance with Section 11.12(o) (“Application of Total Available Income
(prior to an Event of Default and enforcement of the General Security Deed)”) towards
repayment of any Principal Draw outstanding from any previous Payment Date; plus

(c)

the amount (if any) to be applied from Total Available Income on the immediately following
Payment Date in accordance with Section 11.12(p) (“Application of Total Available Income
(prior to an Event of Default and enforcement of the General Security Deed)”) in respect of any
Losses for the immediately preceding Collection Period; plus

(d)

the amount (if any) to be applied from Total Available Income on the immediately following
Payment Date in accordance with Section 11.12(q) (“Application of Total Available Income
(prior to an Event of Default and enforcement of the General Security Deed)”) in respect of any
Carryover Charge-Off; plus

(e)

the amount (if any) to be applied from Total Available Income on the immediately following
Payment Date in accordance with Section 11.12(x) (“Application of Total Available Income
(prior to an Event of Default and enforcement of the General Security Deed)”) in respect of any
Amortisation Amount; plus

(f)

the balance of the Redraw Reserve Account, if a Redraw Trigger is subsisting on that
Determination Date; plus

(g)

(in respect of the first Determination Date only) the amount (if any) of the Note issue proceeds
received by the Issuer on the Closing Date remaining after payment by the Issuer of the
Purchase Price for the Series Receivables.

11.5

Application of Total Available Principal (prior to an Event of Default and enforcement of
the General Security Deed)

On each Determination Date prior to the occurrence of an Event of Default and enforcement of the
General Security Deed, the Manager must direct the Issuer to pay (and the Issuer must pay) on the
following Payment Date the following items out of the Total Available Principal (in respect of the
relevant Determination Date) in the following order of priority:
(a)

first, to fund any Principal Draw required in accordance with Section 11.8 (“Principal Draw”);

(b)

next, if permitted under Section 5.8 (“Redraws”), to fund any Redraw which has not otherwise
been funded by the Issuer;

(c)

next, pari passu and rateably towards repayment of the Redraw Notes, until the Invested
Amount of the Redraw Notes has been reduced to zero;

(d)

next, if the Step-Down Conditions are not satisfied on that Payment Date, to be applied
amongst the Notes in the following order of priority:
(i)
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(e)

(ii)

next, pari passu and rateably towards repayment of the Class A2 Notes until the
Invested Amount of the Class A2 Notes has been reduced to zero;

(iii)

next, pari passu and rateably towards repayment of the Class A3 Notes until the
Invested Amount of the Class A3 Notes has been reduced to zero;

(iv)

next, pari passu and rateably towards repayment of the Class AB Notes until the
Invested Amount of the Class AB Notes has been reduced to zero;

(v)

next, pari passu and rateably towards repayment of the Class B Notes until the
Invested Amount of the Class B Notes has been reduced to zero;

(vi)

next, pari passu and rateably towards repayment of the Class C Notes until the
Invested Amount of the Class C Notes has been reduced to zero;

(vii)

next, pari passu and rateably towards repayment of the Class D Notes until the
Invested Amount of the Class D Notes has been reduced to zero; and

(viii)

next, pari passu and rateably towards repayment of the Class E Notes until the
Invested Amount of the Class E Notes has been reduced to zero;

next, if the Step-Down Conditions are satisfied on that Payment Date, to be applied pari passu
and rateably:
(i)

towards repayment of the Class A2 Notes until the Invested Amount of the Class A2
Notes has been reduced to zero;

(ii)

towards repayment of the Class A3 Notes until the Invested Amount of the Class A3
Notes has been reduced to zero;

(iii)

towards repayment of the Class AB Notes until the Invested Amount of the Class AB
Notes has been reduced to zero;

(iv)

towards repayment of the Class B Notes until the Invested Amount of the Class B
Notes has been reduced to zero;

(v)

towards repayment of the Class C Notes until the Invested Amount of the Class C
Notes has been reduced to zero;

(vi)

towards repayment of the Class D Notes until the Invested Amount of the Class D
Notes has been reduced to zero; and

(vii)

towards repayment of the Class E Notes until the Invested Amount of the Class E
Notes has been reduced to zero;

(f)

next, pari passu and rateably towards repayment of the Class F Notes until the Invested
Amount of the Class F Notes has been reduced to zero; and

(g)

next, to be applied to the Residual Income Unitholder.

11.6

Step-Down Conditions

The Step-Down Conditions will be satisfied on any Payment Date if each of the following conditions
are satisfied on that Payment Date:
(a)

the Payment Date is before the first Call Option Date;

(b)

the Payment Date occurs on or after the day which is 2 years after the Closing Date;

(c)

the Class A1 Notes have been redeemed in full;
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(d)

the Subordinated Note Percentage as at the Determination Date immediately preceding that
Payment Date is equal to or greater than 20.0%;

(e)

the Average Arrears Ratio on the Determination Date immediately preceding that Payment
Date is less or equal to than 2.0%; and

(f)

there are no unreimbursed Carryover Charge-Offs in respect of any Class of Notes as at the
Determination Date immediately preceding that Payment Date.

11.7

Determination of Available Income

On each Determination Date, the Manager will determine the Available Income for the immediately
preceding Collection Period. The Available Income for a Collection Period will be the amount equal to
the aggregate of the following (without double counting):
(a)

the aggregate amount of Income Collections for the immediately preceding Collection Period;
plus

(b)

the Threshold Rate Subsidy (if any) received from the Manager as described in Section 5.6
(“Setting the Threshold Rate”) or retained from Total Available Income in accordance with
Section 11.12(u) (“Application of Total Available Income (prior to an Event of Default and
enforcement of the General Security Deed”) as the case may be) on the immediately
preceding Payment Date; plus

(c)

any interest earned on Authorised Investments for the immediately preceding Collection
Period (other than any interest earned in relation to any Collateral Support); plus

(d)

the Other Income for the immediately preceding Collection Period; plus

(e)

the net amount due to the Issuer by a Counterparty on the next Payment Date (if any)
(excluding any Break Payments).

11.8

Principal Draw

If, on any Determination Date, there is a Liquidity Shortfall, the Manager must direct the Issuer to
apply an amount of Available Principal (the “Principal Draw”) (in accordance with the application of
Total Available Principal under Section 11.5 (“Application of Total Available Principal (prior to an Event
of Default and enforcement of the General Security Deed)”)) on the immediately following Payment
Date equal to the lesser of:
(i)

the Liquidity Shortfall; and

(ii)

the amount of Available Principal available for that purpose in accordance with Section 11.5
(“Application of Total Available Principal (prior to an Event of Default and enforcement of the
General Security Deed)”).

11.9

Liquidity Draw

If, on any Determination Date, the Liquidity Shortfall exceeds the amount of the Principal Draw (a
“Further Liquidity Shortfall”), then the Manager on behalf of the Issuer must request a drawing
under the Liquidity Facility (a “Liquidity Draw”), to the extent possible, in an amount equal to the
lesser of:
(a)

that Further Liquidity Shortfall; and

(b)

the Available Liquidity Amount at that time.
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11.10

Extraordinary Expense Reserve Draw

The Manager will establish and maintain a ledger of the Collection Account known as the
“Extraordinary Expense Reserve”. AFGS will on the Closing Date, deposit into the Extraordinary
Expense Reserve an amount equal to the Extraordinary Expense Reserve Required Amount on that
day. Such a deposit shall constitute an interest bearing loan from AFGS to the Issuer (“Extraordinary
Expense Loan”).
The interest on the Extraordinary Expense Loan will equal the interest credited to the Extraordinary
Expense Reserve from time to time and the Issuer will (at the direction of the Manager) withdraw and
pay such interest from the Extraordinary Expense Reserve to AFGS on each Payment Date (but only
to the extent that the Extraordinary Expense Reserve Balance, after such payment and any other
payments to be made from the Extraordinary Expense Reserve in accordance with this section 11.10
on that Payment Date, would be at least equal to the Extraordinary Expense Reserve Required
Amount).
The Extraordinary Expense Loan is only repayable by the Issuer to AFGS after all Notes have been
redeemed in full and, following the occurrence of an Event of Default and enforcement of the General
Security Deed and application of the Extraordinary Expense Reserve as described below, in
accordance with Section 11.18 (“Application of proceeds following an Event of Default and
enforcement of the General Security Deed”).
The Manager will maintain a record of the Extraordinary Expense Reserve which will record on the
Closing Date and each Payment Date:
(i)

as credits to the balance of the Extraordinary Expense Reserve, all amounts paid by AFGS on
the Closing Date (as described above) and all amounts allocated to the Extraordinary Expense
Reserve by the Issuer on a Payment Date under Section 11.12(r) (“Application of Total
Available Income (prior to an Event of Default)”) and all interest credited to the Extraordinary
Expense Reserve; and

(ii)

as debits to the balance of the Extraordinary Expense Reserve, any amount applied from the
Extraordinary Expense Reserve on a Payment Date as described in the following paragraphs.

If, on any Determination Date, the Manager determines that there is a Series Expense which has been
incurred during the relevant Collection Period other than in the ordinary course of business of the
Series, then the Manager must direct the Issuer to (and on such direction the Issuer must) withdraw
an amount from the Extraordinary Expense Reserve equal to the lesser of:
(a)

the aggregate amount of those Series Expenses during the Collection Period; and

(b)

the Extraordinary Expense Reserve Balance on that day,

and apply that amount towards Total Available Income for that Collection Period (“Extraordinary
Expense Reserve Draw”).
Amounts standing to the credit of the Extraordinary Expense Reserve Balance will only be applied by
the Issuer at the direction of the Manager as follows:
(a)

on a Payment Date for the purpose of making an Extraordinary Expense Reserve Draw;

(b)

on a Payment Date to pay interest to the Extraordinary Expense Lender; and

(c)

at any time after all Notes have been redeemed in full, to the Extraordinary Expense Lender
in repayment to AFGS of the Extraordinary Expense Loan and any unpaid interest on the
Extraordinary Expense Loan.

Following an Event of Default and enforcement of the General Security Deed, the Extraordinary
Expense Reserve Balance will first be applied in repayment to AFGS of the Extraordinary Expense
Loan and any unpaid interest on the Extraordinary Expense Loan, with any excess available to be
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applied in accordance with Section 11.18 (“Application of proceeds following an Event of Default and
enforcement of the General Security Deed”).
11.11

Determination of Total Available Income

On each Determination Date, the Manager will determine the Total Available Income to be distributed
on the immediately following Payment Date (as described in Section 11.12 (“Application of Total
Available Income (prior to an Event of Default and enforcement of the General Security Deed)”)
below).
The “Total Available Income”, in respect of a Determination Date, will be equal to the aggregate of
the following:
(a)

the Available Income for that Determination Date; plus

(b)

any Principal Draw for that Determination Date; plus

(c)

any Liquidity Draw for that Determination Date; plus

(d)

any Extraordinary Expense Reserve Draw for that Determination Date.

11.12

Application of Total Available Income (prior to an Event of Default and enforcement of
the General Security Deed)

On each Determination Date prior to the occurrence of an Event of Default and enforcement of the
General Security Deed, the Manager must direct the Issuer to pay (and the Issuer must pay) on the
following Payment Date the following items out of the Total Available Income (in respect of the
relevant Determination Date) in the following order of priority:
(a)

first, A$1.00 to the Residual Income Unitholder;

(b)

next, in payment of any Accrual Adjustment;

(c)

next, any Taxes payable in relation to the Trust for the Collection Period immediately
preceding that Payment Date (after the application of the balance of the Tax Account towards
payment of such Taxes);

(d)

next, pari passu and rateably:

(e)

(f)

(i)

the Issuer’s fee payable on that Payment Date;

(ii)

the Security Trustee’s fee payable on that Payment Date; and

(iii)

the Standby Servicer’s fee payable on that Payment Date (to the extent it does not
form part of the Issuer’s fee);

next, pari passu and rateably:
(i)

the Series Expenses incurred during the immediately preceding Collection Period and
which remain unreimbursed at that Payment Date;

(ii)

the Servicer’s fee payable on that Payment Date; and

(iii)

the Manager’s fee payable on that Payment Date;

next, pari passu and rateably:
(i)
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(ii)

(A)

any break costs in respect of the termination of a Derivative Contract to the
extent that the Counterparty is the Defaulting Party or sole Affected Party
(other than in relation to a Termination Event due to section 5(b)(i)
(“Illegality”), section 5(b)(ii) (“Force Majeure Event”) or section 5(b)(iii) (“Tax
Event”) of the Derivative Contract); and

(B)

any break costs in respect of the termination of a Derivative Contract, except
to the extent the Issuer has received the applicable Prepayment Costs from
the relevant Debtors during the Collection Period; and

towards payment of any interest and fees payable on or prior to that Payment Date to
the Liquidity Facility Provider under the Liquidity Facility Agreement;

(g)

next, to the Liquidity Facility Provider, towards payment of all outstanding Liquidity Draws
made before that Payment Date;

(h)

next, pari passu and rateably;
(i)

towards payment of the Interest on the Class A1 Notes for the Interest Period ending
on (but excluding) that Payment Date and any unpaid Interest on the Class A1 Notes
in respect of previous Interest Periods;

(ii)

towards payment of the Interest on the Class A2 Notes for the Interest Period ending
on (but excluding) that Payment Date and any unpaid Interest on the Class A2 Notes
in respect of previous Interest Periods; and

(iii)

towards payment of the Interest on the Redraw Notes for the Interest Period ending on
(but excluding) that Payment Date and any unpaid Interest on the Redraw Notes in
respect of previous Interest Periods;

(i)

next, pari passu and rateably, towards payment of the Interest on the Class A3 Notes for the
Interest Period ending on (but excluding) that Payment Date and any unpaid Interest on the
Class A3 Notes in respect of previous Interest Periods;

(j)

next, pari passu and rateably, towards payment of the Interest on the Class AB Notes for the
Interest Period ending on (but excluding) that Payment Date and any unpaid Interest on the
Class AB Notes in respect of previous Interest Periods;

(k)

next, pari passu and rateably, towards payment of the Interest on the Class B Notes for the
Interest Period ending on (but excluding) that Payment Date and any unpaid Interest on the
Class B Notes in respect of previous Interest Periods;

(l)

next pari passu and rateably, towards payment of the Interest on the Class C Notes for the
Interest Period ending on (but excluding) that Payment Date and any unpaid Interest on the
Class C Notes in respect of previous Interest Periods;

(m)

next, pari passu and rateably, towards payment of the Interest on the Class D Notes for the
Interest Period ending on (but excluding) that Payment Date and any unpaid Interest on the
Class D Notes in respect of previous Interest Periods;

(n)

next, pari passu and rateably, towards payment of the Interest on the Class E Notes for the
Interest Period ending on (but excluding) that Payment Date and any unpaid Interest on the
Class E Notes in respect of previous Interest Periods;

(o)

next, towards Total Available Principal in payment of any Principal Draw outstanding from any
previous Payment Date;

(p)

next, to be applied towards Total Available Principal, up to an amount equal to any Losses in
respect of the immediately preceding Collection Period;
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(q)

next, to be applied towards Total Available Principal, up to an amount equal to any Carryover
Charge-Off (as calculated on the previous Determination Date);

(r)

next, as an allocation to the Extraordinary Expense Reserve until the Extraordinary Expense
Reserve Balance is equal to the Extraordinary Expense Reserve Required Amount;

(s)

next, pari passu and rateably:
(i)

towards payment of any break costs due to a Counterparty under a Derivative Contract
in respect of the termination of a Derivative Contract to the extent not paid under
Section 11.12(f)(i); and

(ii)

towards payment to the Liquidity Facility Provider of any other amounts payable on or
prior to that Payment Date under the Liquidity Facility Agreement to the extent not paid
under Section 11.12(f)(ii) and Section 11.12(g); and

(iii)

towards payment to each Dealer of certain indemnity amounts payable by the Issuer
under the Dealer Agreement;

(t)

next, pari passu and rateably towards payment of the Interest on the Class F Notes for the
Interest Period ending on (but excluding) that Payment Date and any unpaid Interest on the
Class F Notes in respect of any previous Interest Periods;

(u)

next, if a Threshold Rate Subsidy is determined for that Payment Date, then towards the
amount of that Threshold Rate Subsidy which has not been paid by the Manager in
accordance with Section 5.6 (“Setting the Threshold Rate”) with such amount to be retained in
the Collection Account;

(v)

next, to retain in the Tax Account an amount equal to the Tax Shortfall (if any) in respect of
that Payment Date;

(w)

next, to retain in the Tax Account an amount equal to the Tax Amount (if any) in respect of that
Payment Date;

(x)

next, to apply the Amortisation Amount (if any) in respect of that Payment Date towards Total
Available Principal; and

(y)

next, to the Residual Income Unitholder by way of distribution of the remaining income of the
Trust.

11.13

Calculation of Amortisation Amount

On each Determination Date, the Manager will determine the Amortisation Amount in respect of the
immediately following Payment Date. The “Amortisation Amount” in respect of a Payment Date will
be:
(a)

for each Payment Date on or prior to the first Call Option Date, zero;

(b)

for each Payment Date after the first Call Option Date, the greater of:
(i)

zero; and

(ii)

an amount equal to:
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necessary for the Residual Income Unitholder to meet the income tax liability
that it is likely to incur in connection with the amount it would have received on
that Payment Date under Section 11.12(y) (“Application of Total Available
Income (prior to an Event of Default and enforcement of the General Security
Deed)”) had all of the Remaining Total Available Income been distributed to
the Residual Income Unitholder under that Section on that Payment Date.
11.14

Calculation of Losses and Charge-Offs

On each Determination Date, the Manager must:
(a)

determine if any Loss has been incurred in respect of any Series Receivable during the
preceding Collection Period and if so, the aggregate amount of any such Losses; and

(b)

determine if there will be insufficient Total Available Income available to be applied under
Section 11.12(p) (“Application of Total Available Income (prior to an Event of Default and
enforcement of the General Security Deed)”) to meet in full the aggregate of Losses in respect
of the preceding Collection Period calculated under paragraph (a) (any such shortfall being the
“Charge-Off”).

11.15

Allocation of Charge-Offs

If, on any Determination Date, the Manager determines that there is a Charge-Off, the Manager must,
on and with effect from the following Payment Date, allocate the Charge-Off in the following order of
priority:
(a)

first, to reduce the balance standing to the credit of the Amortisation Ledger until the balance
reaches zero;

(b)

next, pari passu and rateably, to reduce the Stated Amount of the Class F Notes until the
Stated Amount of the Class F Notes reaches zero;

(c)

next, pari passu and rateably, to reduce the Stated Amount of the Class E Notes until the
Stated Amount of the Class E Notes reaches zero;

(d)

next, pari passu and rateably, to reduce the Stated Amount of the Class D Notes until the
Stated Amount of the Class D Notes reaches zero;

(e)

next, pari passu and rateably, to reduce the Stated Amount of the Class C Notes until the
Stated Amount of the Class C Notes reaches zero;

(f)

next, pari passu and rateably, to reduce the Stated Amount of the Class B Notes until the
Stated Amount of the Class B Notes reaches zero;

(g)

next, pari passu and rateably, to reduce the Stated Amount of the Class AB Notes until the
Stated Amount of the Class AB Notes reaches zero;

(h)

next, pari passu and rateably, to reduce the Stated Amount of the Class A3 Notes until the
Stated Amount of the Class A3 Notes reaches zero; and

(i)

next, pari passu and rateably:
(i)

to reduce the Stated Amount of the Class A1 Notes until the Stated Amount of the
Class A1 Notes reaches zero;

(ii)

to reduce the Stated Amount of the Class A2 Notes until the Stated Amount of the
Class A2 Notes reaches zero; and

(iii)

to reduce the Stated Amount of the Redraw Notes until the Stated Amount of the
Redraw Notes reaches zero.
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11.16

Re-instatement of Carryover Charge-Offs

To the extent that on any Payment Date amounts are available for allocation under Section 11.12(q)
(“Application of Total Available Income (prior to an Event of Default and enforcement of the General
Security Deed)”), then an amount equal to these amounts shall be applied on the next Payment Date
to reinstate respectively:
(a)

first, pari passu and rateably:
(i)

the Stated Amount of the Class A1 Notes until it reaches the Invested Amount of the
Class A1 Notes;

(ii)

the Stated Amount of the Class A2 Notes until it reaches the Invested Amount of the
Class A2 Notes; and

(iii)

the Stated Amount of the Redraw Notes until it reaches the Invested Amount of the
Redraw Notes;

(b)

next, pari passu and rateably, the Stated amount of the Class A3 Notes until it reaches the
Invested Amount of the Class A3 Notes;

(c)

next, pari passu and rateably, the Stated Amount of the Class AB Notes until it reaches the
Invested Amount of the Class AB Notes;

(d)

next, pari passu and rateably, the Stated Amount of the Class B Notes until it reaches the
Invested Amount of the Class B Notes;

(e)

next, pari passu and rateably, the Stated Amount of the Class C Notes until it reaches the
Invested Amount of the Class C Notes;

(f)

next, pari passu and rateably, the Stated Amount of the Class D Notes until it reaches the
Invested Amount of the Class D Notes;

(g)

next, pari passu and rateably, the Stated Amount of the Class E Notes until it reaches the
Invested Amount of the Class E Notes; and

(h)

next, pari passu and rateably, to reduce the Stated Amount of the Class F Notes until the
Stated Amount of the Class F Notes reaches zero.

11.17

Amortisation Ledger

The Manager must maintain a financial record (the “Amortisation Ledger”) which will record on each
Payment Date:
(a)

as credits to the Amortisation Ledger, the amounts applied in accordance with Section
11.12(x) (“Application of Total Available Income (prior to an Event of Default and enforcement
of the General Security Deed)”) on that Payment Date;

(b)

as debits to the Amortisation Ledger, the amount allocated in accordance with Section
11.15(a) (“Allocation of Charge-Offs”) on that Payment Date.

11.18

Application of proceeds following an Event of Default and enforcement of the General
Security Deed

Following the occurrence of an Event of Default and enforcement of the General Security Deed, the
Security Trustee must apply all moneys received by it in respect of the Collateral in the following order
of priority:
(a)

first, to any person with a prior ranking claim (of which the Security Trustee has knowledge)
over the Collateral to the extent of that claim;
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(b)

next, to any Receiver appointed to the Collateral for its Costs and remuneration in connection
with exercising, enforcing or preserving rights (or considering doing so) in connection with the
Transaction Documents;

(c)

next, to the Security Trustee for its Costs and other amounts (including all Secured Moneys)
due to it for its own account in connection with its role as security trustee in relation to the
Series;

(d)

next, to pay pari passu and rateably:

(e)

(f)

(g)

(i)

the Issuer for its Costs and other amounts (including all Secured Moneys) due to it for
its own account in connection with its role as trustee of the Trust which are referrable
to the Series and in respect of which it is indemnified out of the Series Assets of the
Series (other than those set out in paragraphs (e) to (p) below); and

(ii)

all Secured Moneys owing to the Standby Servicer;

next, to pay pari passu and rateably:
(i)

all Secured Moneys owing to each Counterparty (excluding any break costs in respect
of the termination of a Derivative Contract to the extent that the Counterparty is the
Defaulting Party or sole Affected Party (other than in relation to a Termination Event
due to section 5(b)(i) (“Illegality”), section 5(b)(ii) (“Force Majeure Event”) or section
5(b)(iii) (“Tax Event”) of the Derivative Contract)); and

(ii)

all Secured Moneys owing to the Liquidity Facility Provider;

next, to pay pari passu and rateably:
(i)

all Secured Moneys owing to the Manager; and

(ii)

all Secured Moneys owing to the Servicer;

next, to pay pari passu and rateably all Secured Moneys owing to the Class A1 Noteholders,
the Class A2 Noteholders and the Redraw Noteholders. This will be applied:
(i)

(ii)

(h)

first, pari passu and rateably:
(A)

towards payment of all Interest on the Class A1 Notes;

(B)

towards payment of all Interest on the Class A2 Notes; and

(C)

towards payment of all Interest on the Redraw Notes; and

next, pari passu and rateably:
(A)

towards repayment of the Class A1 Notes until the Invested Amount of the
Class A1 Notes has been reduced to zero;

(B)

towards repayment of the Class A2 Notes until the Invested Amount of the
Class A2 Notes has been reduced to zero; and

(C)

towards repayment of the Redraw Notes until the Invested Amount of the
Redraw Notes has been reduced to zero;

next, to pay pari passu and rateably all Secured Moneys owing to the Class A3 Noteholders.
This will be applied:
(i)
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(ii)

(i)

(j)

(k)

(l)

(m)

(n)

(o)

next, pari passu and rateably towards repayment of the Class A3 Notes until the
Invested Amount of the Class A3 Notes has been reduced to zero;

next, to pay pari passu and rateably all Secured Moneys owing to the Class AB Noteholders.
This will be applied:
(i)

first, pari passu and rateably towards payment of all Interest on the Class AB Notes;
and

(ii)

next, pari passu and rateably towards repayment of the Class AB Notes until the
Invested Amount of the Class AB Notes has been reduced to zero;

next, to pay pari passu and rateably all Secured Moneys owing to the Class B Noteholders.
This will be applied:
(i)

first, pari passu and rateably towards payment of all Interest on the Class B Notes;
and

(ii)

next, pari passu and rateably towards repayment of the Class B Notes until the
Invested Amount of the Class B Notes has been reduced to zero;

next, to pay pari passu and rateably all Secured Moneys owing to the Class C Noteholders.
This will be applied:
(i)

first, pari passu and rateably towards payment of all Interest on the Class C Notes;
and

(ii)

next, pari passu and rateably towards repayment of the Class C Notes until the
Invested Amount of the Class C Notes has been reduced to zero;

next, to pay pari passu and rateably all Secured Moneys owing to the Class D Noteholders.
This will be applied:
(i)

first, pari passu and rateably towards payment of all Interest on the Class D Notes;
and

(ii)

next, pari passu and rateably towards repayment of the Class D Notes until the
Invested Amount of the Class D Notes has been reduced to zero;

next, to pay pari passu and rateably all Secured Moneys owing to the Class E Noteholders.
This will be applied:
(i)

first, pari passu and rateably towards payment of all Interest on the Class E Notes;
and

(ii)

next, pari passu and rateably towards repayment of the Class E Notes until the
Invested Amount of the Class E Notes has been reduced to zero;

next, to pay pari passu and rateably all Secured Moneys owing to the Class F Noteholders.
This will be applied:
(i)

first, pari passu and rateably towards payment of all Interest on the Class F Notes;
and

(ii)

next, pari passu and rateably towards repayment of the Class F Notes until the
Invested Amount of the Class F Notes has been reduced to zero;

next, towards payment of all other Secured Moneys owing to a Counterparty under a
Derivative Contract (to the extent not paid under Section 11.18(e)(i);
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(p)

next, to pay pari passu and rateably all Secured Money owing to the Secured Creditors to the
extent not paid under the preceding paragraphs; and

(q)

next, to pay any surplus to the Issuer to be distributed in accordance with the terms of the
Master Trust Deed.

11.19

Collateral Support

The proceeds of any Collateral Support will not be treated as Collateral available for distribution in
accordance with 11.18 (“Application of proceeds following an Event of Default and enforcement of the
General Security Deed”).
Following an Event of Default and enforcement of the General Security Deed, any such Collateral
Support must:
(a)

in the case of Collateral Support under a Derivative Contract (subject to the operation of any
netting provisions in the relevant Derivative Contract) be returned to the relevant Counterparty
except to the extent that the relevant Derivative Contract requires it to be applied to satisfy any
obligation owed to the Issuer in connection with such Derivative Contract; and

(b)

in the case of Collateral Support under the Liquidity Facility Agreement, be returned to the
Liquidity Facility Provider.

11.20

Call Option

At least 10 days before any Call Option Date the Issuer may (at the direction of the Manager) notify
the Registrar and the Noteholders that it proposes to redeem all (but not some only) of the Notes at
their Redemption Amount (“Call Option”). In connection with the exercise of the Call Option, the
Manager may direct the Issuer to sell its right, title and interest in Series Receivables for an amount
sufficient (together with any Collections held by the Issuer on the proposed redemption date) to
redeem all outstanding Notes in full and pay all other Secured Creditors in full.
If the Call Option is exercised and the Series Receivables are sold, the Issuer must apply the
proceeds received by it in accordance with the Cashflow Allocation Methodology on the relevant Call
Option Date on which the Notes are to be redeemed.
11.21

Tax Account

In respect of any period during which the Trust is a member of a Consolidated Group, the Manager
must, if the Manager determines that there will be a Tax Amount payable in the future by the Issuer in
respect of the Trust, direct the Issuer in writing to open the Tax Account.
If the Tax Account has been opened, on each Determination Date the Manager must direct the Issuer
in writing to set aside into the Tax Account on the immediately following Payment Date the required
Tax Amount and Tax Shortfall, as determined by the Manager, from Total Available Income in
accordance with Section 11.12 (“Application of Total Available Income (prior to an Event of Default
and enforcement of the General Security Deed)”). The Manager must direct the Issuer to apply the
funds in the Tax Account in paying any Tax when due and payable by the Issuer in respect of the
Trust.
The Issuer is entitled to be indemnified out of the Series Assets for any Tax liability it incurs that is not
able to be satisfied from the Tax Account.
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12

DESCRIPTION OF THE TRANSACTION DOCUMENTS

The following summary describes the material terms of the Transaction Documents. The summary
does not purport to be complete and is subject to the provisions of the Transaction Documents. All of
the Transaction Documents are governed by the laws of New South Wales, Australia.
12.1

Overview of the AFG Trusts programme

The AFG trusts securitisation programme was originally established in March 2007 and was then
updated in October 2010 to include the current Master Trust Deed, Servicing Deed, Management
Deed, Master Definitions Schedule and other related documents. The main purpose of the AFG trusts
securitisation programme is to raise finance for the AFG mortgage lending business by issuing
securitised debt instruments. Under the Master Trust Deed, an unlimited number of separate and
distinct trusts, and separate and distinct series of assets and liabilities relating to those trusts, may be
created.
The Master Trust Deed also provides for the creation of a ‘security trust’ in connection with the
establishment of each note issuing trust and the appointment of the Security Trustee to hold on trust
the benefit of the relevant security granted by the issuer trustee for the noteholders and other secured
creditors in respect of the related note issuing trust.
The terms of each series created under the Master Trust Deed are primarily governed by the Master
Trust Deed and by the issue supplement which relates to that particular series. Each series will also
have the benefit of a separate security granted by the Issuer (as trustee of the relevant note issuing
trust) in favour of the Security Trustee over the assets of that series.
Under the Issue Supplement for the Trust, no series may be created in relation to the Trust in addition
to the Series. The following paragraphs of this Section 12 provide further detail about the structure of
the AFG Trusts programme and the terms of the Transaction Documents as they relate to the Series.
12.2

General Features of the Trust

Constitution of the Trust
The Trust is a common law trust which, in accordance with the Master Trust Deed, was established
under the laws of New South Wales on 24 May 2018, by the execution of the Notice of Creation of
Trust.
The Issuer has been appointed as trustee of the Trust. The Issuer will issue Notes in its capacity as
trustee of the Trust.
The Trust will terminate:
(a)

(b)

on the earlier of:
(i)

the date which is 80 years after the date on which it was established; and

(ii)

termination of the Trust under the terms of the Trust or the Issue Supplement, statute
or general law; or

at any time after the Borrowings in respect of the Trust and any other creditors (including,
without limitation, the Secured Creditors) of the Trust have been repaid in full and the Issuer
has confirmed that it does not intend to incur any further Borrowings in respect of the Trust.

Capital
The beneficial interest in the Trust is represented by:
(a)

ten Residual Capital Units; and

(b)

one Residual Income Unit.
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The initial holder of the Residual Capital Units is AFG Securities Pty Ltd
The initial holder of the Residual Income Unit is AFG Securities Pty Ltd.
Purpose of the Trust
The Trust has been established for the sole purpose of issuing the Notes, acquiring Receivables and
Related Securities and entering into the transactions contemplated by the Transaction Documents
As at the Closing Date, and prior to the issue of the Notes, the Trust has not commenced operations
and the Trust will, following the Issue Date, undertake no activity other than that contemplated by the
Transaction Documents.
Entitlement of holders of the Residual Capital Units and holders of the Residual Income Units
The beneficial interest of the Trust is vested in the holders of the Residual Capital Units and the
Residual Income Units in accordance with the Master Trust Deed and the Transaction Documents.
Entitlement of Unitholders to payments
Until termination of the Trust, the Residual Capital Unitholder and the Residual Income Unitholder
have no right to receive distributions except to the extent that funds are available for distribution to
them in accordance with the cashflow allocation methodology set out in Section 11 (“Cashflow
Allocation Methodology”) and the Master Trust Deed.
On termination of the Trust:
(a)

the Residual Income Unitholder has the right to receive repayment of any part of the issue
price paid for each Residual Income Unit held by it (to the extent not previously repaid); and

(b)

the Residual Capital Unitholder has the right to receive the remaining surplus assets of the
Trust (if any) after the distributions to the Residual Income Unitholder described above,

in accordance with the Transaction Documents.
Transfer of Units
Each Residual Capital Unit and Residual Income Unit may be transferred in accordance with the
Master Trust Deed.
Ranking of Units
The rights of any Unitholder of the Trust at all times rank after, and are subject to, the interests of the
Secured Creditors of the Series.
Restricted rights
The Residual Capital Unitholder and the Residual Income Unitholder are not entitled to:
(a)

interfere with the Series or any trust under the Transaction Documents or with any rights or
powers of the Issuer, the Security Trustee or the Servicer or Manager under any Transaction
Document;

(b)

exercise a right, lodge a caveat or other notice or otherwise claim any interest in a Series
Asset or the asset of any trust established under the Transaction Documents;

(c)

require the transfer to it of any Series Asset or the asset of any trust established under the
Transaction Documents;

(d)

seek to terminate or wind up the Series or any trust established under the Transaction
Documents; or
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(e)

seek to remove the Issuer, the Manager, the Servicer or the Security Trustee.

Creation of the Series
Under the Master Trust Deed, the assets of a trust can be allocated to separate “series”, each
established by the execution of an “issue supplement”, a “notice of creation of security trust” and a
“charge” for that series by the Issuer.
A series will comprise the assets allocated to it by the Issuer and liabilities incurred by the Issuer in
respect of that series (including liabilities under the relevant notes) will be secured against those
assets under the charge for the relevant series.
The Issuer must keep the assets of each trust and each series separate and must allocate to each
trust and series those liabilities which, in the opinion of the Issuer, are properly referable to that trust or
series.
The Series has been established under the Issue Supplement in accordance with this process.
The Issuer must:
(a)

account for the Series Assets of the Series separately from the assets of any Other Series or
Other Trust;

(b)

account for the liabilities in respect of the Series separately from the other liabilities in respect
of any Other Series or Other Trust; and

(c)

ensure that all of the Series Assets and liabilities in respect of the Series are allocated in its
records separately from the assets and liabilities in respect of any Other Series or Other Trust.

The Series will be the only series established in relation to the Trust. The sole business of the Issuer
in relation to the Series will be as follows:
(a)

acquiring the Series Assets;

(b)

administering, collecting and otherwise dealing with Series Assets;

(c)

issuing Notes of the Series;

(d)

entering into, and exercising rights or complying with obligations under, the Transaction
Documents of the Series to which it is a party and the transactions in connection with them;
and

(e)

any other activities in connection with the Series,

in accordance with the Transaction Documents (the “Series Business”).
12.3

The role of the Issuer under the Master Trust Deed

Issuer to act as trustee
Under the Master Trust Deed, the Issuer is appointed, and has agreed to act, as trustee of the Trust
with (and subject to) the powers and conditions contained in the Master Trust Deed and the other
relevant Transaction Documents.
Obligations of the Issuer
Pursuant to the Transaction Documents, the Issuer undertakes (among other things) to:
(a)

act as trustee of the Trust on the terms and conditions contained in the Master Trust Deed and
the Transaction Documents for the Trust and the Series;
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(b)

carry on the Series Business for the Series in accordance with the Manager’s directions (in
accordance with the Transaction Documents);

(c)

acquire or dispose of Assets at the direction of the Manager (in accordance with the
Transaction Documents);

(d)

borrow at the direction of the Manager (in accordance with the Transaction Documents);

(e)

open, maintain and operate the Collection Account in accordance with the Transaction
Documents;

(f)

pay all Taxes (other than Taxes disputed by the Issuer in good faith) when due;

(g)

not amend, vary or alter, or consent to any amendment, variation or alteration of the Master
Trust Deed or any Transaction Document in respect of the Series other than in accordance
with the provisions of the Master Trust Deed;

(h)

not create or consent to any Encumbrance over the Series Assets except for a Permitted
Encumbrance;

(i)

not, except in the manner contemplated by the Transaction Documents, transfer or deal with
the Series Assets or merge the Series Assets with any other assets of the Issuer;

(j)

act honestly and in good faith in the performance of its duties and in the exercise of its
discretions under the Master Trust Deed and under the Transaction Documents;

(k)

exercise the degree of skill, care and diligence that the trustee of a securitisation trust would
reasonably be expected to exercise;

(l)

exercise such prudence as a prudent person of business would exercise in performing its
express functions and in exercising its discretions under the Master Trust Deed and the other
Transaction Documents; and

(m)

pay the Secured Money (and each part of the Secured Money) in respect of the Series to the
Secured Creditors entitled to receive it in accordance with the Transaction Documents.

Powers of the Issuer
The Issuer has all the powers of a natural person or corporation in connection with the exercise of its
rights and compliance with its obligations in connection with the Trust and the Series.
Delegation by the Issuer
The Issuer may appoint a party as its delegate, attorney or agent to perform its functions under the
Transaction Documents (including a power to sub-delegate), provided that the Issuer must not
delegate to such third parties (other than a Related Entity of the Issuer) any material part of its powers,
duties or obligations as Issuer.
Provided that:
(a)

the Issuer appoints the agent or delegate in good faith and using due care; and

(b)

the agent or delegate is not an officer, employee or Related Entity of the Issuer,

the Issuer will not be liable for the acts or omissions of any agent or delegate.
Issuer's voluntary retirement as trustee
The Issuer may retire as trustee of the Trust by giving 3 months written notice to the Manager. The
retirement takes effect on the later to occur of:
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(a)

the retirement date specified in the notice; and

(b)

the execution by a replacement trustee of a deed under which it agrees to be bound by the
Transaction Documents in respect of the Trust as if it were originally a party to those
Transaction Documents.

If the Issuer notifies the Manager of its retirement, the Manager may appoint another corporation as a
replacement trustee. If the Manager fails to appoint another corporation within one month of the notice
of retirement and the Security Trustee selects a corporation to be trustee of the Trust, the Issuer must
appoint that corporation as trustee of the Issuer. The appointment of a corporation as replacement
trustee is subject to Rating Notification being provided in respect of that appointment.
Issuer’s mandatory retirement as trustee
The Issuer must immediately retire as trustee of the Trust if:
(a)

the Issuer becomes Insolvent in its personal capacity; or

(b)

the Issuer is in breach of a material obligation under the Transaction Documents for the Trust
and, where such breach is remediable, the Issuer has not remedied such breach within 30
days of becoming aware of it; or

(c)

required by law.

If the Issuer is required to retire as trustee, the Manager may appoint another corporation as a
replacement trustee. If the Manager fails to appoint another corporation immediately and the Security
Trustee selects a corporation to be trustee of the Trust, the Issuer must appoint that corporation as
trustee of the Issuer. The appointment of a corporation as replacement trustee is subject to Rating
Notification being provided in respect of that appointment.
Issuer’s fee
The Issuer is entitled to a fee for performing its functions and duties in respect of the Trust and the
Series in an amount and calculated in such manner as may be agreed between the Issuer and the
Manager from time to time. Any increase to that fee must not be agreed unless a Rating Notification
has been provided in respect of the increase.
Indemnity
Without prejudice to the right of indemnity given by law to trustees generally, the Issuer will be
indemnified out of the Series Assets against all costs, expenses, loss and liabilities properly incurred
by the Issuer in performing any of its duties or exercising any of its powers under the Transaction
Documents to the extent that the cost, expense, loss or liability has been incurred by the Issuer in
connection with the performance of its duties or the exercise of its powers in respect of the Series.
However, this indemnity does not extend to liabilities arising from the Issuer’s fraud, negligence or
wilful default.
The costs above include all legal costs and disbursements charged at the usual commercial rates of
the relevant legal services provider incurred by the Issuer in connection with court proceedings
brought against it alleging negligence, fraud or wilful default on its part in respect of the Series.
However, if there is a determination by the relevant court of negligence, fraud or wilful default by the
Issuer, the Issuer must repay any amount paid to it in respect of those legal costs.
The Issuer is not entitled to have recourse to the Assets of another trust or series to satisfy any cost,
expense, loss or liability in respect of the Series.
Limitation of Issuer’s liability
The Issuer enters into the Transaction Documents only in its capacity as trustee of the Trust and in no
other capacity.
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Except to the extent stated in the following paragraphs:
(a)

a liability or obligation arising under or in connection with any Transaction Document in
respect of Series is limited to and can be enforced against the Issuer only to the extent to
which it can be satisfied out of the Series Assets out of which the Issuer is actually indemnified
for the liability; and

(b)

this limitation of the Issuer's liability applies despite any other provision of any Transaction
Document and extends to all liabilities and obligations of, undertaken or incurred by, or
devolving on, the Issuer arising from, or in any way connected with, any conduct, omission,
representation, warranty, agreement, transaction or other matter or thing under or related to
any Transaction Document.

The parties (other than the Issuer) may not sue the Issuer in any capacity other than as trustee of the
Trust, including seeking the appointment of a receiver, a liquidator, an administrator or any similar
person to the Issuer or prove in any liquidation, administration or arrangements of or affecting the
Issuer.
The Issuer’s limitation of liability set out above will not apply to any liability or obligation of the Issuer to
the extent that it is not satisfied because under a Transaction Document or by operation of law there is
a reduction in the extent of the Issuer’s indemnification out of the Series Assets as a result of the
Issuer’s fraud, negligence or wilful default.
However:
(a)

in no circumstances will the Issuer be personally liable for any indirect, incidental,
consequential or special damages (including, without limitation, lost profits) of any form
incurred by any person or entity, whether or not foreseeable and regardless of the type of
action in which such a claim may be brought (except to the extent that there is a determination
by a relevant court of fraud by the Issuer); and

(b)

in no event will the Issuer be personally liable for any failure or delay in the performance of its
obligations under any Transaction Document because of circumstances beyond its control
including, but not limited to, acts of God, flood, war (whether declared or undeclared),
terrorism, fire, riot, embargo, labour dispute, any statute, ordinance, code or other law which
restricts or prohibits the Issuer from performing its obligations under any Transaction
Document, the inability to obtain or the failure of equipment or the interruption of
communications or computer facilities to the extent, in each case, that these occurrences are
beyond the control of the Issuer and any other causes beyond the Issuer's control.

The Relevant Parties are responsible under the Master Trust Deed and the other Transaction
Documents for performing a variety of obligations relating to the Trust and the Series. No act or
omission of the Issuer (including any related failure to satisfy its obligations or breach of
representation or warranty under the Master Trust Deed or any other Transaction Document) will be
considered fraud, negligence or wilful default of the Issuer to the extent to which the act or omission
was caused or contributed to by any failure by any Relevant Party or any other person to fulfil its
obligations relating to the Trust or by any other act or omission of any Relevant Party or any other
person (including, without limitation, any failure by the Manager to give a direction to the Issuer) or any
of its agents or contractors regardless of whether or not the act or omission is purported to be done on
behalf of the Issuer.
No attorney, agent, receiver or receiver and manager or other person appointed in accordance with
Master Trust Deed or any other Transaction Document has authority to act on behalf of the Issuer in a
way which exposes the Issuer to any personal liability and no act or omission of such a person will be
considered fraud, negligence or wilful default of the Issuer.
The Issuer is not obliged to do or refrain from doing anything under the Master Trust Deed or any
other Transaction Document (including incur any liability) unless the Issuer’s liability is limited in the
same manner as set out in this section.
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A reference to the “fraud, negligence or wilful default” of the Issuer means the fraud, negligence or
wilful default of the Issuer and of its officers, employees, agents and any other person where the
Issuer is liable for the acts or omissions of such other person under the terms of any Transaction
Document.
A reference to the “wilful default” of the Issuer means any intentional failure to comply with or
intentional breach by the Issuer of any of its obligations under any Transaction Document, other than a
failure or breach which:
(a)

arose as a result of a breach by a person other than the Issuer and the performance of the
action (or the non-performance of which gave rise to such breach) is a precondition to the
Issuer performing the relevant obligation;

(b)

is in accordance with a lawful court order or direction required by law; and

(c)

is in accordance with an instruction or directions given by the Manager or is in accordance
with an instruction or direction given to it by any person in circumstances where that person is
entitled to do so by any Transaction Document or at law.

Knowledge of the Issuer
The Issuer will not be taken to have notice or knowledge or to be aware of any fact or information
unless:
(a)

it receives notice of that fact or information from the Manager; or

(b)

an officer of the Issuer having day to day responsibility for the administration or management
of a Trust or the Issuer’s obligations under the Transaction Documents, has actual notice or
knowledge of or is aware of that fact or information.

No supervision
Except as expressly set out in the Transaction Documents of the Trust, the Issuer has no duty, either
initially or on a continuing basis, to supervise or keep itself informed about the circumstances of the
Servicer, the Manager or any other party to a Transaction Document or the performance of their
respective obligations under any Transaction Document.
12.4

The role of the Security Trustee under the Master Trust Deed and the General Security
Deed

The Security Trust was created pursuant to the Master Trust Deed on 24 May 2018 by the execution
of the Notice of Creation of Security Trust.
P.T. Limited is appointed as Security Trustee on the terms set out in the Master Trust Deed. For more
information regarding P.T. Limited see Section 10.2 (“Security Trustee”).
The Master Trust Deed, as it relates to the Security Trust and the appointment of the Security Trustee,
contains customary provisions for a document of this type that regulate the performance by the
Security Trustee of its duties and obligations and the protections afforded to the Security Trustee in
doing so.
General Security Deed
The Noteholders in respect of the Trust have the benefit of a security interest over the all the Series
Assets of the Series under the General Security Deed. The Security Trustee holds this security
interest on behalf of the Secured Creditors (including the Noteholders) pursuant to the Master Trust
Deed and may enforce the General Security Deed upon the occurrence of an Event of Default (as
defined below).
For so long as a Series Asset is a “revolving asset” for the purposes of the General Security Deed
(which includes the Series Receivables and Related Securities) the Issuer may sell, transfer or
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otherwise dispose of that asset in the ordinary course of its ordinary business in accordance with the
Transaction Documents. Following the occurrence of a “control event” (which includes the giving of
notice by the Security Trustee to the Issuer following an Event of Default), a Series Asset will cease to
a “revolving asset” and, accordingly, the Issuer may only deal with that asset as permitted under the
Transaction Documents or with the consent of the Security Trustee.
To the extent that the Collateral includes property which is not “personal property” (as defined in the
PPSA), the security interest will operate as a floating charge over revolving assets (and a fixed charge
over all other relevant Series Assets) but may be converted from a floating charge to a fixed charge
with respect to any or all such assets in certain circumstances (including following an Event of
Default).
Each of the Issuer, the Security Trustee, AFGS, the Servicer and the Manager have agreed to do
anything (such as obtaining consents, signing and producing documents, getting documents
completed and signed and supplying information) which the Manager asks and reasonably considers
necessary for the purposes of ensuring that the security interest created under the General Security
Deed is enforceable, perfected (including, where possible, by control in addition to registration) and
otherwise effective, enabling the Security Trustee to apply for any registration, give any notification, or
take any other step, in connection with the security interest so that the security interest has the highest
ranking priority reasonably possible, or enabling the Security Trustee to exercise rights in connection
with the security interest.
Events of Default
It is an “Event of Default” in respect of the Series if any of the following occur:
(a)

the Issuer does not pay any amount payable by it in respect of the Senior Obligations on time
and in the manner required under the Transaction Documents unless, in the case of a failure
to pay on time, the Issuer pays the amount within 3 Business Days of the due date;

(b)

the Issuer:
(i)

does not comply with any other obligation relating to the Series under any Transaction
Document where such non-compliance will have a Material Adverse Payment Effect;
and

(ii)

if, in the opinion of the Security Trustee, that non-compliance can be remedied, does
not remedy the non-compliance within 20 Business Days after written notice (or such
longer period as may be specified in the notice) from the Security Trustee requiring
the failure to be remedied;

(c)

the Issuer becomes Insolvent, and the Issuer is not replaced in accordance with the Master
Trust Deed within 60 days (or such longer period as the Security Trustee, at the direction of an
ordinary Resolution of the Voting Secured Creditors, may agree) of becoming Insolvent;

(d)

either:

(e)

(i)

the General Security Deed is or becomes wholly or partly void or voidable or is not, or
ceases to be, valid and enforceable; or

(ii)

any Encumbrance (other than a Permitted Encumbrance) is created or exists in
respect of the Collateral for a period of more than 10 Business Days following the
Issuer becoming aware of the creation or existence of such Encumbrance, where such
event will have a Material Adverse Payment Effect;

a Transaction Document, or a transaction in connection with it, is or becomes (or is claimed to
be) wholly or partly void, voidable or unenforceable or does not have (or is claimed not to
have) the priority the Security Trustee intended it to have, where such event will have a
Material Adverse Payment Effect (“claimed” for these purposes means claimed by the Issuer
or anyone on its behalf);
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(f)

the Trust is found, or is conceded by the Issuer, not to have been constituted or to have been
imperfectly constituted; or

(g)

the Issuer is not entitled to fully exercise the right of indemnity conferred on it under the Master
Trust Deed against the Series Assets to satisfy any liability to a Secured Creditor and the
circumstances are not rectified to the reasonable satisfaction of the Security Trustee within 10
Business Days of the Security Trustee requiring the Issuer in writing to rectify them.

Waiver and authorisation of breaches by the Issuer
The Security Trustee may from time to time and at any time (but only if, and in so far as, in its opinion
the rights of the Secured Creditors will not be materially prejudiced thereby and provided that Rating
Notification has been provided) authorise or waive, on such terms and subject to such conditions (if
any) as seem expedient to it, any breach or proposed breach of any of the undertakings or provisions
contained in the Master Trust Deed or any other Transaction Document in respect of the Series.
However, unless it has received a direction from the Voting Secured Creditors to do so, the Security
Trustee must not determine that any Event of Default in respect of a Trust or Series, or event which
with the giving of notice, lapse of time or fulfilment of any other condition would be likely to constitute
an Event of Default in respect of a Trust or Series, shall not be treated as such.
Any such authorisation, waiver or determination is binding on the Secured Creditors and shall be
notified by the Manager to the Secured Creditors. The Security Trustee must provide the Manager
with notice of its intention to make or provide any such authorisation, waiver or determination under
this Section and then not make or provide the authorisation, waiver or determination until such time as
the Manager notifies the Security Trustee that Rating Notification has been provided.
Actions following Event of Default
If an Event of Default in respect of the Series is continuing, the Security Trustee may (or, if directed to
do so by an Extraordinary Resolution of the Voting Secured Creditors, the Security Trustee must) do
one or more of the following in addition to anything else the law allows the Security Trustee to do as a
secured party:
(a)

sue the Issuer for the Secured Money; and

(b)

appoint one or more Receivers to all or any part of the Collateral or its income; and

(c)

do anything that a Receiver could do under the General Security Deed.

The Security Trustee is not bound to take any proceedings after the occurrence of an Event of Default
in respect of the Series unless it has been directed to do so by an Extraordinary Resolution of the
Secured Creditors of the relevant Trust or Series passed at a meeting of Voting Secured Creditors
convened by the Security Trustee under the Master Trust Deed. However, if, in the opinion of the
Security Trustee, the delay required to obtain instructions from the Secured Creditors would be
materially prejudicial to the interests of those Secured Creditors, the Security Trustee may (but is not
obliged to) do the things referred to above without instructions from them.
Call meeting on the occurrence of an Event of Default
If the Security Trustee becomes aware that an Event of Default is continuing and the Security Trustee
does not waive the Event of Default, the Security Trustee agrees to do the following as soon as
possible and in any event within 5 Business Days of the Security Trustee becoming aware of the
Event of Default:
(a)

notify all Secured Creditors that the security interest granted under the General Security Deed
has taken effect as a fixed charge (to the extent applicable);

(b)

provide to those Secured Creditors full details of:
(i)
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(ii)

(c)

the actions and procedures which the Issuer has notified the Security Trustee are
being taken or will be taken by the Issuer to remedy the relevant Event of Default; and

do all such things as are necessary or appropriate to promptly convene a meeting of the
Voting Secured Creditors (for the purpose of seeking directions by way of Extraordinary
Resolution).

Voting Secured Creditors
The Voting Secured Creditors will be the only Secured Creditors entitled to:
(a)

vote in respect of a Resolution of Secured Creditors (including an Extraordinary Resolution,
but excluding any Special Quorum Resolution) of the Series except in relation to any matter
requiring a Special Quorum Resolution; or

(b)

otherwise direct or give instructions or approvals to the Security Trustee in accordance with
the Transaction Documents.

If at any time there is a conflict between a duty the Security Trustee owes to a Secured Creditor, or
class of Secured Creditor, of the Series and a duty the Security Trustee owes to another Secured
Creditor, or class of Secured Creditor, of the Series, the Security Trustee must give priority to the
duties owing to the Voting Secured Creditors.
Special Quorum Resolutions
Certain matters require the passing of a Special Quorum Resolution of Secured Creditors. These
include (among other matters) any resolution for the purpose of making any modification of the
provisions contained in the Transaction Documents which:
(a)

postpones the date of maturity or redemption of any of the Notes or any date for payment of
interest on the Notes; or

(b)

reduces or cancels the principal amount of the Notes or the rate of interest payable on them;
or

(c)

varies the currency of account or currency in which any payment in respect of the relevant
Notes is to be made; or

(d)

modifies the provisions contained in the Master Trust Deed concerning the quorum required at
any meeting of Secured Creditors or any adjournment of a meeting or concerning the majority
required to pass an Extraordinary Resolution.

A Special Quorum Resolution of Secured Creditors which in accordance with its terms:
(a)

only affects a particular class of Secured Creditors; or

(b)

affects a particular class of Secured Creditors in a manner differently to the rights of all the
Secured Creditors of that Series generally,

will only be taken to be passed if it is also passed by a Special Quorum Resolution of that class of
Secured Creditors.
Application of proceeds following an Event of Default
Following the occurrence of an Event of Default and enforcement of the General Security Deed, the
Security Trustee must apply all moneys received by it in respect of the Collateral in the order
described in 11.18 (“Application of proceeds following an Event of Default and enforcement of the
General Security Deed”).
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No proceedings by Secured Creditors directly
No Secured Creditor is entitled to proceed to recover any amounts of Secured Money directly against
the Issuer unless the Security Trustee, having become bound to proceed as described in the above
paragraphs fails to commence recovery within 10 Business Days.
Security Trustee’s limitation of liability
Except to the extent stated in the following paragraphs:
(a)

a liability or obligation arising under or in connection with any Transaction Document in
respect of Series is limited to and can be enforced against the Security Trustee only to the
extent to which it can be satisfied out of the Security Trust Fund out of which the Security
Trustee is actually indemnified for the liability; and

(b)

this limitation of the Security Trustee’s liability applies despite any other provision of any
Transaction Document and extends to all liabilities and obligations of, undertaken or incurred
by, or devolving on, the Security Trustee arising from, or in any way connected with, any
conduct, omission, representation, warranty, agreement, transaction or other matter or thing
under or related to any Transaction Document.

The parties (other than the Security Trustee) may not sue the Security Trustee in any capacity other
than as trustee of the Security Trust, including seeking the appointment of a receiver, a liquidator, an
administrator or any similar person to the Security Trustee or prove in any liquidation, administration or
arrangements of or affecting the Security Trustee.
This limitation of the Security Trustee’s liability will not apply to any liability or obligation of the Security
Trustee to the extent that it is not satisfied because under any Transaction Document or by operation
of law there is a reduction in the extent of the Security Trustee’s indemnification out of the Security
Trust Fund, as a result of the Security Trustee’s fraud, negligence or wilful default.
However:
(a)

in no circumstances will the Security Trustee be personally liable for any indirect, incidental,
consequential or special damages (including, without limitation, lost profits) of any form
incurred by any person or entity, whether or not foreseeable and regardless of the type of
action in which such a claim may be brought (except to the extent that there is a determination
by a relevant court of fraud by the Security Trustee); and

(b)

in no event will the Security Trustee be personally liable for any failure or delay in the
performance of its obligations under any Transaction Document because of circumstances
beyond its control including, but not limited to, acts of God, flood, war (whether declared or
undeclared), terrorism, fire, riot, embargo, labour dispute, any statute, ordinance, code or
other law which restricts or prohibits the Security Trustee from performing its obligations under
any Transaction Document, the inability to obtain or the failure of equipment or the interruption
of communications or computer facilities to the extent, in each case, that these occurrences
are beyond the control of the Issuer and any other causes beyond the Security Trustee’s
control.

The Relevant Parties are responsible under the Master Trust Deed and the other Transaction
Documents for performing a variety of obligations relating to the Trust and the Series. No act or
omission of the Security Trustee (including any related failure to satisfy its obligations or breach of
representation or warranty under the Master Trust Deed or any other Transaction Document) will be
considered fraud, negligence or wilful default of the Security Trustee to the extent to which the act or
omission was caused or contributed to by any failure by any Relevant Party or any other person to
fulfil its obligations relating to the Security Trust or by any other act or omission of any Relevant Party
or any other person (including, without limitation, any failure by the Manager to give a direction to the
Security Trustee) or any of its agents or contractors regardless of whether or not the act or omission is
purported to be done on behalf of the Security Trustee.
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No attorney, agent, receiver or receiver and manager or other person appointed in accordance with
Master Trust Deed or any other Transaction Document has authority to act on behalf of the Security
Trustee in a way which exposes the Security Trustee to any personal liability and no act or omission of
such a person will be considered fraud, negligence or wilful default of the Security Trustee.
The Security Trustee is not obliged to do or refrain from doing anything under the Master Trust Deed
or any other Transaction Document (including incur any liability) unless the Issuer’s liability is limited in
the same manner as set out in this section.
A reference to the “fraud, negligence or wilful default” of the Security Trustee means the fraud,
negligence or wilful default of the Security Trustee and of its officers, employees, agents and any other
person where the Security Trustee is liable for the acts or omissions of such other person under the
terms of any Transaction Document.
A reference to the “wilful default” of the Security Trustee means any intentional failure to comply with
or intentional breach by the Issuer of any of its obligations under any Transaction Document, other
than a failure or breach which:
(a)

arose as a result of a breach by a person other than the Security Trustee and the performance
of the action (or the non-performance of which gave rise to such breach) is a precondition to
the Issuer performing the relevant obligation;

(b)

is in accordance with a lawful court order or direction required by law; and

(c)

is in accordance with an instruction or directions given by the Manager or is in accordance
with an instruction or direction given to it by any person in circumstances where that person is
entitled to do so by any Transaction Document or at law.

Knowledge of the Security Trustee
The Security Trustee will not be taken to have notice or knowledge or to be aware of any fact or
information unless:
(a)

it receives notice of that fact or information from the Manager; or

(b)

an officer of the Security Trustee having day to day responsibility for the administration or
management of a Security Trust or the Security Trustee’s obligations under the Transaction
Documents, has actual notice or knowledge of or is aware of that fact or information.

Limitation on Security Trustee’s responsibility
The Security Trustee is not to:
(a)

be bound or concerned to examine or enquire into, nor be liable for any defect or failure in the
title of the Issuer to any Collateral;

(b)

be under any liability whatsoever for acting in accordance with any direction obtained from
Secured Creditors at a meeting convened in accordance with the Master Trust Deed; or

(c)

be under any liability whatsoever for a failure to take any action in respect of any breach by
the Issuer of its duties as trustee of the Trust of which the Security Trustee is not actually
aware or in respect of any Event of Default of which the Security Trustee is not actually aware,

except to the extent that any such matter or liability is caused by the fraud, negligence or wilful default
of the Security Trustee.
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Security Trustee’s fees
The Issuer, under the Master Trust Deed, has agreed to pay to the Security Trustee from time to time
a fee (on terms agreed between the Issuer, the Manager and the Security Trustee from time to time) in
respect of the Trust. Any increase to that fee must not be agreed unless a Rating Notification has
been provided in respect of the increase.
Voluntary retirement of Security Trustee
Subject to compliance with the relevant statutory requirements for the time being, the Security Trustee
may retire at any time in respect of the Security Trust upon the expiration of not less than 90 days’
notice (or such other period as the Issuer may agree) in writing to the Issuer.
Mandatory retirement of Security Trustee
The Security Trustee must retire as security trustee if:
(a)

the Security Trustee becomes Insolvent in its personal capacity; or

(b)

the Security Trustee is in breach of a material obligation under the Transaction Documents
and, where such breach is remediable, the Security Trustee has not remedied such breach
within 30 days of becoming aware of it; or

(c)

required by law; or

(d)

the Issuer, upon 90 days prior written notice, requests the Security Trustee to retire as security
trustee, provided that:
(i)

no Event of Default is subsisting at that time in respect of any trust or series; and

(ii)

the Manager has issued a Rating Notification in respect of the Security Trustee’s
retirement; or

(e)

the Security Trustee ceases to carry on business in all respects or as a professional trustee; or

(f)

there is a change in Control of the Security Trustee, which leads to an Adverse Rating Effect.

Security Trustee to continue to act until replacement takes effect
If the Security Trustee retires as described in the preceding paragraphs, the Security Trustee must
continue to act as the security trustee in respect of the Security Trust (as the case may be) until:
(a)

a replacement security trustee nominated by the Manager and consenting to the appointment,
has been appointed as security trustee of each relevant Security Trust (provided that if the
Manager has not nominated a replacement security trustee within 60 days of the date of
resignation of the Security Trustee, the Security Trustee may nominate any such replacement
security trustee); and

(b)

the Security Trustee has procured the execution by the replacement security trustee of a deed
whereby the replacement security trustee covenants to perform the duties and undertakes to
meet the obligations of the Security Trustee under the Master Trust Deed, the Security Trust
and each Transaction Document to which the Security Trustee is a party with respect to the
Security Trust; and

(c)

the Security Trustee has assigned or transferred all of its rights under the Transaction
Documents (to which it is a party) to the replacement security trustee.
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12.5

The Management Deed

Appointment of the Manager
Under the Management Deed, the Issuer appoints the Manager to act as manager in respect of the
Trust and the Series to carry on the day to day administration, supervision and management of the
Series Business in accordance with the Management Deed and the Transaction Documents.
Obligations of the Manager
Under the Management Deed, the Manager must (among other things) make recommendations to the
Issuer in relation to:
(a)

documentation to be entered into by the Issuer in respect of the Series;

(b)

the Reallocation of Receivables in respect of the Series;

(c)

the issue of Notes in respect of the Series; and

(d)

the exercise of rights and the performance of obligations by the Issuer under the Transaction
Documents in respect of the Series.

The Management Deed contains various provisions relating to the Manager’s exercise of its powers
and duties under the Management Deed, including provisions entitling the Manager to act on expert
advice.
Delegation by the Manager
The Manager may delegate its duties and obligations under the Management Deed to any solicitor or
similar person. The Manager will not be liable for the acts or omissions of any such delegate provided
that the Manager appoints the delegate in good faith and using due care and that the delegate is not
an officer, employee or Related Entity of the Manager.
In addition, the Manager may otherwise appoint any person as its agent or attorney provided the
Manager may not delegate a material part of its powers, authorities and discretions. The Manager will
remain liable for the acts or omissions of any such agent or attorney. The Manager has appointed
Perpetual Nominees Limited (ABN 37 000 733 700) pursuant to these powers to provide certain
cashflow calculations and reporting services in relation to the Series. The Manager has agreed that it
will at all times remain liable for the acts or omissions of Perpetual Nominees Limited in connection
with the Series and for the payment of all fees, costs, indemnities and other amounts payable to
Perpetual Nominees Limited in connection with the Series (and, for avoidance of doubt, such fees,
costs, indemnities and other amounts are not Series Expenses).
Manager’s limitation of liability
Without limiting the Manager’s liability for delegates and agents as described above, neither the
Manager nor any delegate of the Manager will be liable:
(a)

for any loss, costs, liabilities or expenses arising out of the exercise or non-exercise of its
discretion or for any other act or omission on its part as Manager, except to the extent that the
exercise or non-exercise of its discretion or the Manager’s or the delegate’s own act or
omission is fraudulent, grossly negligent or in breach of duty or contract;

(b)

for any loss, costs, liabilities or expenses arising out of the act or omission, or exercise or nonexercise of a discretion of the Issuer, the Originator or the Servicer except to the extent that it
is caused by the Manager’s or the delegate’s own fraud, gross negligence or breach of duty or
contract; or

(c)

for any loss, costs, liabilities or expenses caused by its failure to check any information,
document, form or list supplied or purported to be supplied to it by the Issuer, an Originator or
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the Servicer except to the extent that the loss is caused by the Manager’s or the delegate’s
own fraud, gross negligence or breach of duty or contract.
In addition, the Manager will not be liable:
(a)

in connection with anything done by it in good faith in reliance upon any document, form or list
except when it has reason to believe that the document, form or list is not genuine;

(b)

if it fails to do anything because it is prevented or hindered from doing it by law or order;

(c)

to anyone for payments (except when made negligently or made contrary to the provisions of
the Transactions Documents) made by it in good faith to a fiscal authority in connection with
Taxes or other charges in respect of the Trust or the Series Business, even if the payment
need not have been made;

(d)

subject to the Corporations Act, if a person (other than a company under its control) fails to
carry out an agreement with the Issuer in respect of the Trust or the Series or the Manager in
connection with the Trust or the Series (except when the failure is due to its own neglect, fraud
or default);

(e)

to anyone because of any error of law or any matter done or omitted to be done by it in good
faith in the event of the liquidation or dissolution of a company (other than a company under its
control and except where the liability arises due to its own neglect, fraud or default);

(f)

for any act, omission or default of the Originator or the Servicer;

(g)

because any person other than the Manager does not comply with its obligations under the
Transaction Documents; or

(h)

because any statement, representation or warranty of any person other than the Manager in a
Transaction Document is incorrect or misleading.

Manager's voluntary retirement
The Manager may retire as the manager of the Series upon giving to the Issuer 3 months’ notice in
writing, or such lesser time as the Manager and the Issuer agree, provided that the Manager may not
retire unless:
(a)

it has appointed a replacement manager which is acceptable to the Issuer;

(b)

the Manager has issued a Rating Notification in respect of its retirement; and

(c)

the replacement manager executes a deed under which it agrees to act as Manager in respect
of the Series on, substantially, the same terms and for a fee determined on a market basis.

Removal of the Manager
Upon the occurrence of a Manager Termination Event, the Issuer may terminate the appointment of
the Manager as manager in respect of the Series by giving notice to the Manager. The Manager must
comply with the terms of any such notice.
It is a “Manager Termination Event” in respect of the Series if:
(a)

the Manager commits a breach of any material obligation of a Transaction Document of the
Series (other than a provision to which paragraph (c) below applies) (as determined in the
reasonable opinion of the Issuer) and in the case of a breach that is capable of remedy, such
breach is not remedied to the satisfaction of the Issuer (the Issuer may conclusively rely on the
opinion or advice of any legal or other advisers of the Issuer or the Issuer in this regard) within
30 days of notice of such breach by the Issuer to the Manager;
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(b)

any representation or warranty by the Manager in or in connection with the execution, delivery
or performance of a Transaction Document is untrue or incorrect in any material respect and
either:
(i)

such inaccuracy is not remedied to the satisfaction of the Issuer (the Issuer may
conclusively rely on the opinion or advice of any legal or other advisers of the Issuer
or the Issuer in this regard) within 30 days of notice of such inaccuracy by the Issuer
to the Manager; or

(ii)

the Manager has not paid an amount to the Issuer representing the loss suffered by
the Issuer as a result of that inaccuracy (being an amount agreed between the
Manager and the Issuer or, failing agreement, by the Issuer’s auditors) within 30
days of notice of such inaccuracy by the Issuer to the Manager;

(c)

the Manager becomes Insolvent;

(d)

the Manager ceases to carry on a financial services business; or

(e)

the Manager fails to prepare and transmit to the Issuer any information necessary to enable
the Issuer to make payments in relation to the Series by the date set out in the Transaction
Documents and such failure is not remedied within 10 Business Days (or such longer period
as the Issuer may agree) of notice being given by the Issuer to the Manager and as a result
there is a failure to pay any amount due by the Issuer to any person in full on the date due.

Appointment of a replacement Manager
Upon service of the notice of termination by the Issuer following a Manager, the Issuer is required as
soon as practicable procure the appointment of a replacement manager.
If the Manager is removed or gives notice of its retirement and no replacement manager has been
appointed by the end of the applicable notice period, the Issuer must either:
(a)

subject to any approval required by law and on receipt of confirmation from each Rating
Agency that no Adverse Effect would be caused, act as Manager (or appoint an agent to do
so) until the appointment of a replacement manager is complete; or

(b)

call a meeting of Noteholders to give directions to the Issuer in connection with the
appointment of any replacement manager.

If the Issuer acts as manager, the Issuer will not be responsible for, and will not be liable for, any
inability to perform or deficiency in performing, its duties and obligations as manager if it is unable to
perform those duties and obligations due to the state of affairs of the previous Manager, and its books
and records or if it is unable (after using reasonable endeavours) to obtain information and documents
or obtain access to software or resources which it requires and which are reasonably necessary for it
to perform those duties and obligations.
Costs of retirement or removal
The outgoing Manager must reimburse the Issuer for all reasonable costs and expenses incurred by
the Issuer in connection with the termination or retirement of the Manager as described above.
Manager’s fees and expenses
The Issuer must pay such fees to the Manager in respect of the Series on such terms as are agreed
between the Issuer and the Manager from time to time. Any increase to that fee must not be agreed
unless a Rating Notification has been provided in respect of the increase.
The reasonable and proper fees, disbursements and expenses, duties and outgoings payable in
relation to any person from whom the Manager obtains an opinion, advice or information under the
Management Deed in relation to the Series are to be paid by the Issuer from the Series Assets.
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12.6

The Servicing Deed

Appointment of the Servicer
Under the Servicing Deed, the Issuer appoints the Servicer to service, manage and administer the
Series Receivables.
Obligations of the Servicer
The Servicing Deed requires the Servicer to manage the Series Receivables using all proper care,
skill and diligence, and all its experience and expertise in the management of Receivables, in
accordance with Servicing Deed, the Servicing Procedures, the requirements of any relevant
Insurance Policy and the written instructions of the Issuer, the Manager or the relevant Insurer.
In addition, the Servicer is required (among other things) to:
(a)

maintain the Title Documents for the Series Assets in accordance with the Servicing
Procedures;

(b)

maintain appropriate account records for each Series Receivable;

(c)

operate and maintain the receivables management system so as to ensure the maintenance
of an adequate system for tracking all transactions in relation to the Series Receivables;

(d)

provide agreed reports to the Issuer and the Manager;

(e)

comply with the requirements of any relevant laws including, without limitation, the National
Consumer Credit Protection Laws, in exercising its rights and carrying out its obligations under
the Servicing Deed and ensure that it does not cause the Issuer to breach such laws;

(f)

not do or omit to do anything which might or which cause or contribute to a deterioration in the
value of any Series Receivable;

(g)

protect and enforce the Series Receivables;

(h)

remit Collections received by it in respect of the Series Receivables in accordance with the
Transaction Documents; and

(i)

not release any Debtor from its obligations or vary or discharge any obligations under a Series
Receivable or Related Security without the consent of the Issuer or as required by law or the
Servicing Procedures.

Servicing Procedures
The Servicer may amend the Servicing Procedures from time to time, provided that 5 Business Days
prior written notice is provided to each Rating Agency of amendments which, in the reasonable
opinion of the Servicer, are material.
Delegation and other dealings
The Servicer may not delegate any part of its functions under the Servicing Deed to any person,
except to a person appointed in accordance with the terms of the Servicing Deed or the Servicing
Procedures.
The Servicer may, with the approval of the Issuer (acting on the direction of the Manager):
(a)

assign the whole, or any part, of its rights under the Servicing Deed or the fee arrangement
between the Servicer and the Issuer to any person; or

(b)

create, incur or permit to exist, any Encumbrance over the whole, or any part of its rights
under the Servicing Deed,
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provided that the Issuer shall not give its approval unless the Manager has issued a Rating Notification
in respect of that event.
The Issuer may delegate its functions (in whole or in part) under the Servicing Deed to any person.
The Issuer remains liable to the Servicer for any act or omission of any delegate. If the Issuer
delegates its functions to a person, the Servicer is entitled to assume that the delegate is acting with
the authority in the performance of the duties which have been delegated to it and is not liable to any
person in any manner whatsoever for relying on the acts of the delegate.
Servicer’s voluntary retirement
Except where an Event of Default or Servicer Termination Event has occurred, and is continuing, in
respect of the Series, the Servicer may retire as servicer in respect of the Series upon giving to the
Issuer and the Manager 3 months written notice (or such lesser time as the Servicer and the Manager
agree), provided that the Servicer may not retire unless and until:
(a)

the Manager has issued a Rating Notification in respect of the Servicer's retirement; and

(b)

if the Standby Servicing Deed has terminated or the Standby Servicer has been removed as
standby servicer in accordance with the Standby Servicing Deed and not replaced:
(i)

a successor servicer is appointed for the Series; and

(ii)

the Manager has issued a Rating Notification in respect of the Servicer’s retirement
and the appointment of that successor servicer.

Upon the retirement of the Servicer, the Standby Servicer will, provided that the Standby Servicing
Deed has not terminated and the Standby Servicer remains appointed as the standby servicer in
accordance with the Standby Servicing Deed, be required to act as servicer in respect of the Series in
accordance with the Standby Servicing Deed as described in Section 12.7 (“The Standby Servicing
Deed”).
Removal of the Servicer
Upon the occurrence of a Servicer Termination Event in respect of the Series, the Issuer may
terminate the appointment as Servicer in respect of the Series by giving notice to the Servicer. The
Servicer agrees to comply with the terms of any such notice.
It is a “Servicer Termination Event” in respect of the Series if:
(a)

the Servicer commits a breach of any material obligation of the Servicing Deed in respect of
the Series (as determined in the reasonable opinion of the Manager) and in the case of a
breach that is capable of remedy, such breach is not remedied to the satisfaction of the
Manager (the Manager may conclusively rely on the opinion or advice of any legal or other
advisers of the Manager in this regard) within 30 days of notice of such breach by the
Manager to the Servicer;

(b)

any representation or warranty or agreement by the Servicer in or in connection with the
execution, delivery or performance of the Servicing Deed in respect of the Series is untrue or
incorrect in any material respect and either:
(i)

such inaccuracy is not remedied to the satisfaction of the Manager (the Manager may
conclusively rely on the opinion or advice of any legal or other advisers of the
Manager in this regard) within 30 days of notice of such inaccuracy by the Manager to
the Servicer; or

(ii)

the Servicer has not paid an amount to the Issuer or Manager representing the loss
suffered by the Manager as a result of that inaccuracy (being an amount agreed
between the Servicer and the Issuer or Manager, as relevant, or, failing agreement, by
the Manager’s auditors) within 30 days of notice of such inaccuracy by the Issuer or
Manager to the Servicer;
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(c)

the Servicer becomes Insolvent;

(d)

the Servicer ceases to carry on a financial services business;

(e)

the Servicer fails to remit any amount received by it in respect of the Series Assets of the
Series to the Issuer within the time period specified in the Servicing Deed and such failure is
not remedied to the satisfaction of the Issuer within 3 Business Days of notice being given by
the Issuer or the Manager to the Servicer; or

(f)

the Servicer fails to prepare and transmit to the Manager any information necessary to enable
the Manager to instruct the Issuer to make payments in relation to the Series by the date set
out in the Transaction Documents and such failure is not remedied within 3 Business Days of
notice being given by the Issuer or the Manager to the Servicer and as a result there is a
failure to pay any amount due by the Issuer to any person in full on the date due.

Upon service of a notice of termination by the Issuer to the Servicer following a Servicer Termination
Event, the Issuer will as soon as practicable procure the appointment of a replacement servicer.
Upon service of a notice of termination by the Issuer to the Servicer following a Servicer Termination
Event, the Standby Servicer will be required to act as servicer in accordance with the Standby
Servicing Deed as described in Section 12.7 (“The Standby Servicing Deed”).
Servicer to provide full co-operation
Following termination of the Servicing Deed or the removal or the retirement of the Servicer, the
Servicer must immediately deliver to the new Servicer (including the Standby Servicer if applicable),
any Title Documents held by the Servicer and all other documents (including, without limitation, loan
and security documentation) held by the Servicer in relation to the Series (as applicable).
Following termination of the Servicing Deed or the removal or retirement of the Servicer, the Servicer
must:
(a)

in respect of any computer equipment used by the Servicer in the servicing of the Series
Receivables, grant any new Servicer (including the Standby Servicer if applicable) (or its
agent) access to such computer equipment; and

(b)

make available its employees to assist, or use its best endeavours to assist the new Servicer
(including the Standby Servicer if applicable) (or its agent) in procuring the employment of
persons to assist the new Servicer (including the Standby Servicer if applicable) in the
performance of its duties.

For these purposes, the Servicer has agreed to grant to the new Servicer, or use its best endeavours
to procure for the new Servicer, an irrevocable non-exclusive licence to use the software used by the
Servicer in the course of performing its duties under the Servicing Deed and also to grant any new
Servicer a licence to enter and occupy any premises occupied by the Servicer from time to time from
which it conducts the servicing of Receivables.
Costs of retirement or removal
The Servicer must reimburse the Issuer for all reasonable costs and expenses incurred by the Issuer
in connection with the termination or retirement of the Servicer.
Indemnity
The Servicer indemnifies the Issuer on demand against any loss, cost, expense, damage or action
which the Issuer may suffer or incur as a result of:
(a)

a breach by the Servicer of any of its representations, warranties, undertakings or covenants
contained in the Servicing Deed or any other Transaction Document in respect of the Series;
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(b)

any Penalty Payments the Issuer may become liable for or that arise directly or indirectly as a
result of:
(i)

the performance or non-performance by the Servicer of its obligations or the exercise
of its powers under the Servicing Deed or any other Transaction Document; and

(ii)

any breach by the Servicer of any of its representation and warranties under the
Servicing Deed or any other Transaction Document,

except to the extent that any such loss, cost, expense, damage or action was caused by the
fraud, negligence or wilful default of the Issuer.
Servicer’s liability
The Servicer is not liable for any loss, costs, liabilities, damages or expenses suffered or incurred by
the Issuer as a result of the Servicer acting, or failing to act, at the direction or instruction of the
Manager.
In addition, the Servicer will not be in breach of its duties under the Servicing Deed, or be otherwise
liable to the Issuer, in respect of its actions performed strictly in accordance with the Servicing
Procedures (provided that the Servicer is not aware that the Servicing Procedures do not materially
comply with any law).
However, if the Servicer does not comply with the Servicing Procedures or any direction of the
Manager or the Issuer, the Servicer will nevertheless not be liable if it reasonably believes and has a
reasonable basis for believing that it would contravene any law by complying with the Servicing
Procedures or the relevant direction.
Servicer's fees and expenses
The Issuer must pay such fees to the Servicer in respect of the Series as are agreed between the
Issuer (at the direction of the Manager) and the Servicer from time to time. Any increase to that fee
must not be agreed unless a Rating Notification has been provided in respect of the increase.
12.7

The Standby Servicing Deed

Appointment of the Standby Servicer
Under the Standby Servicing Deed, the Standby Servicer is appointed to step in and act as servicer in
respect of the Series Receivables in the event that the Servicer retires or is removed in the
circumstances described in Section 12.6 (“The Servicing Deed”) above. From the date of retirement or
removal of the Servicer, the Standby Servicer is required to act as servicer and will be bound by and
must comply with the relevant obligations of the Servicer under the Transaction Documents to which
the Servicer was a party.
Delegation
The Standby Servicer may delegate any of its rights or obligations as Standby Servicer and may
appoint professional advisers without notifying any person of the appointment. However, the Standby
Servicer must not delegate a material part of its obligations under the Standby Servicing Deed without
the prior written consent of the Manager, and (unless otherwise agreed in writing) will remain liable for
its obligations under the Standby Servicing Deed notwithstanding any such delegation. Where the
delegate is a Related Entity of the Standby Servicer, the Standby Servicer at all times remains liable
for the acts and omissions of the Related Entity.
Liability of Standby Servicer
The liability of the Standby Servicer is limited in the same manner as that which applies in respect of
its capacity as Issuer, as described in Section 12.3 (“The role of the Issuer under the Master Trust
Deed”) above. In addition, the Standby Servicer will not be liable for any inability perform, or any
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deficiency in performing, its duties and obligations as servicer to the extent that the Standby Servicer
is unable to perform those duties and obligations due to matters including:
•

the state of affairs of the Servicer, its books and records, business date, data collection,
storage or retrieval systems or computer equipment or software prior to, or at the time of, the
termination or retirement of the Servicer in accordance with the Servicing Deed;

•

any acts or omissions at any time of the Servicer, the Manager or any agent of the Servicer or
the Manager;

•

any failure of any other person to perform its obligations under, and in accordance with, the
Transaction Documents; or

•

because the Standby Servicer complies with the Servicing Procedures,

except to that such liabilities are as a result of the fraud, negligence or wilful default of the Standby
Servicer.
Retirement and termination of appointment
The Standby Servicer may retire as Standby Servicer in respect of the Series (whether or not the
Standby Servicer has become obliged to act as servicer in accordance with the Standby Servicing
Deed) immediately by written notice to the Issuer, the Manager and each Rating Agency, if any
amounts owing to the Standby Servicer in respect of the Series are not paid when due and remain
unpaid 30 days after the due date for payment.
The Manager may terminate the Standby Servicer’s appointment as Standby Servicer in respect of the
Series (whether or not the Standby Servicer has become obliged to act as servicer in accordance with
the Standby Servicing Deed) upon giving not less than 90 days’ notice in writing to the Issuer, the
Standby Servicer and each Rating Agency.
In addition, the rights obligations of the Standby Servicer will cease (whether or not the Standby
Servicer has become obliged to act as servicer in accordance with the Standby Servicing Deed) on
the date that the Issuer ceases to be the trustee of the Trust.
Standby Servicer’s fees and indemnification
The Standby Servicer is entitled to a fee payable by the Issuer in accordance with the Cashflow
Allocation Methodology. In addition, the Standby Servicer (or its agent) is indemnified by the Issuer in
relation to matters relating to the performance of its obligations or duties as standby servicer, except to
the extent that the costs, charges or expenses arose from the Standby Servicer’s (or its agent’s) fraud,
negligence or wilful default.
12.8

The Liquidity Facility Agreement

General
Under the Liquidity Facility Agreement, the Liquidity Facility Provider grants to the Issuer a loan facility
in Australian dollars in respect of the Series in an amount equal to the Liquidity Limit.
The Liquidity Facility is only available to be drawn to fund any Liquidity Draws up to the Liquidity Limit.
Liquidity Advances
If, on any Determination Date during the Availability Period, the Manager determines that a Liquidity
Draw is required as described in Section 11.9 (“Liquidity Draw”), the Manager must arrange, by giving
a direction to the Issuer, for a Liquidity Advance to be made under the Liquidity Facility on the
Payment Date immediately following that day in accordance with the Liquidity Facility Agreement. The
Liquidity Advance must be equal to the lesser of:
(a)

the amount of such Liquidity Draw on that day; and
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(b)

the Available Liquidity Amount on that day.

Interest
Interest on each Liquidity Advance accrues from day to day and is to be calculated on actual days
elapsed and a 365 day year.
The rate of interest paid to the Liquidity Facility Provider in respect of a Liquidity Interest Period is the
sum of the bank bill rate (as determined in accordance with the Liquidity Facility Agreement) on the
first day of that Liquidity Interest Period and 1.20% per annum (or such other rate as the Manager and
the Liquidity Facility Provider may agree from time to time, provided that a Rating Notification is given)
(“Liquidity Interest Rate”).
A “Liquidity Interest Period” in respect of a Liquidity Advance commences on (and includes) its
Drawdown Date and ends on (but excludes) the next Payment Date. Each subsequent Liquidity
Interest Period will commence on (and include) a Payment Date and end on (but exclude) the next
Payment Date. However, a Liquidity Interest Period in respect of a Liquidity Advance which would
otherwise end after the termination date of the Trust ends on (but excludes) that termination date.
Interest is payable in arrears on each Payment Date. If, on any Payment Date, all amounts on
account of interest due under the Liquidity Facility Agreement are not paid in full, on each following
Payment Date the Issuer must pay so much of the amounts as are available for that purpose in
accordance with the Issue Supplement until such amounts are paid in full.
Downgrade of Liquidity Facility Provider
If at any time (during the Availability Period for so long as any Notes are outstanding) the Liquidity
Facility Provider does not have the Required Liquidity Rating, the Liquidity Facility Provider must do
one of the following (as determined by the Liquidity Facility Provider in its discretion):
(a)

procure a replacement Liquidity Facility within 30 calendar days;

(b)

request the Manager to request a Collateral Advance for an amount equal to the Available
Liquidity Amount within 14 calendar days; or

(c)

implement such other structural changes so that the downgrading of the Liquidity Facility
Provider does not have an Adverse Rating Effect within 30 calendar days,

(or such longer period as may be agreed by the Manager and the Liquidity Facility Provider and
provided a Rating Notification has been given in respect of such longer period) of such downgrade.
Collateral Advance
On receipt of a request from the Liquidity Facility Provider as described in paragraph (b) of the section
entitled “Downgrade of Liquidity Facility Provider” above, the Manager must arrange, by giving a
direction to the Issuer, for a Collateral Advance to be made under the Liquidity Facility equal to the
Available Liquidity Amount.
The Liquidity Facility Provider must, subject to the terms of the Liquidity Facility Agreement, deposit in
the Liquidity Collateral Account the amount of any Collateral Advance in immediately available funds
by 12.00pm on the relevant day on which that advance is required by the Manager.
If, on any Determination Date after a Collateral Advance has been made, the Manager would, but for
the fact that the Liquidity Facility has been fully drawn, be required to arrange for a Liquidity Advance
in accordance with Section 11.9 (“Liquidity Draw”) (and the Liquidity Facility Provider would, but for the
fact that the Liquidity Facility has been fully drawn, be required to provide the Liquidity Advance), the
Manager must direct the Issuer to transfer from the Collateral Account into the Collection Account an
amount equal to the lesser of:
(a)

the Liquidity Advance; and
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(b)

the Collateral Account Balance,

by no later than 12.00pm on the immediately following Payment Date.
Any such withdrawal from the Collateral Account will be deemed to be a Liquidity Advance.
If at any time after a Collateral Advance has been made:
(a)

the Liquidity Facility Provider obtains the Required Liquidity Rating (or, if the credit rating of
the Liquidity Facility Provider continues to be less than the Required Liquidity Rating, but the
Manager determines that it may give a direction as described below and has provided Rating
Notification in respect of that direction);

(b)

the Liquidity Facility Provider complies with sub-paragraphs (a) or (c) of the section above
entitled “Downgrade of Liquidity Facility Provider”; or

(c)

the Liquidity Facility granted under the Liquidity Facility Agreement is terminated in
accordance with the Liquidity Facility Agreement (other than as a result of the occurrence of
the Availability Termination Date),

then the Liquidity Facility Provider must notify the Manager of that event and the Manager must then
direct the Issuer to, and the Issuer must, repay to the Liquidity Facility Provider the Collateral Account
Balance (if any) within 1 Business Day of being so directed by the Manager in repayment of the then
outstanding Collateral Advances.
Except as described in the following sentence, all interest or other returns accrued (net of all costs
properly incurred by the Issuer in respect of the operation of the Liquidity Collateral Account under the
Liquidity Facility Agreement) on the Liquidity Collateral Account Balance, or on any Authorised
Investments purchased with the Liquidity Collateral Account Balance, which have been credited to the
Liquidity Collateral Account must be paid by the Issuer to the Liquidity Facility Provider on each
Payment Date. However, if losses are realised on any Authorised Investments purchased with the
Liquidity Collateral Account Balance or on the Liquidity Collateral Account Balance, no such interest or
other returns will be paid to the Liquidity Facility Provider until the aggregate of such interest or other
returns exceeds the aggregate of such losses, in which case the Liquidity Facility Provider will be
entitled only to receive such excess amount.
A “Collateral Advance” is the principal amount of each advance made by the Liquidity Facility
Provider pursuant to a request by the Manager in accordance with the Liquidity Facility Agreement
where the Liquidity Facility Provider does not have the Required Liquidity Rating, or the balance of
such advance outstanding from time to time as the context requires and includes any deemed
Collateral Advance.
The “Liquidity Collateral Account” is a segregated account opened at the direction of the Manager
in the name of the Issuer with an Eligible Bank to which the proceeds of any Collateral Advance are to
be deposited.
The “Liquidity Collateral Account Balance” is, at any time, the balance of the Collateral Account at
that time plus, if any amount from the Collateral Account has been invested in Authorised Investments,
the face value of such Authorised Investments.
Availability Fee
The Issuer will pay to the Liquidity Facility Provider an availability fee on the then un-utilised portion of
the Liquidity Limit. The fee will be calculated and accrue daily from the first day of the Availability
Period on the basis of a 365 day year and paid monthly in arrears on each Payment Date in
accordance with the Issue Supplement.
The availability fee may be varied from time to time by the Manager and the Liquidity Facility Provider
(and notified to the Issuer) provided that a Rating Notification has been provided.
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Liquidity Event of Default
A Liquidity Event of Default occurs if:
(a)

the Issuer fails to pay:
(i)

any amount owing under the Liquidity Facility Agreement where funds are available for
that purpose under the Issue Supplement; or

(ii)

without limiting paragraph (i) above, any amount due in respect of interest on Liquidity
Advances under the Liquidity Facility Agreement where funds are available for that
purpose under the Issue Supplement,

in the manner contemplated by the Liquidity Facility Agreement, in each case within 3
Business Days of the due date for payment of such amount;
(b)

the Issuer alters or the Manager instructs it to alter the priority of payments under the
Transaction Documents without the consent of the Liquidity Facility Provider or the Issuer
breaches any of its undertakings under the Liquidity Facility Agreement and that breach has a
Material Adverse Effect in respect of the Liquidity Facility Provider;

(c)

an Event of Default occurs and the Security Trustee enforces the General Security Deed;

(d)

the Issuer becomes Insolvent and the Issuer is not replaced in accordance with the Master
Trust Deed within 60 days of it becoming Insolvent;

(e)

a representation or warranty made or taken to be made by the Issuer in connection with the
Liquidity Facility Agreement is found to have been incorrect or misleading when made or taken
to be made and that breach has a Material Adverse Effect in respect of the Liquidity Facility
Provider; or

(f)

the Security Trustee requests the Issuer to obtain a priority agreement under the General
Security Deed in respect of an Encumbrance over the Series Assets (where the law entitles
the Issuer to create another Encumbrance over the Collateral without the consent of the
Security Trustee and that law cannot be excluded) and the Issuer has not complied with that
request by the time that Encumbrance is created.

If a Liquidity Event of Default occurs, then the Liquidity Facility Provider may, without being obliged to
do so and notwithstanding any waiver of any previous default:
(a)

declare at any time that the Liquidity Principal Outstanding, interest on the Liquidity Principal
Outstanding, and all other amounts actually or contingently payable under the Liquidity Facility
Agreement are immediately due and payable; and/or

(b)

terminate the Liquidity Facility Provider’s obligations in respect of the Liquidity Facility.

The Liquidity Facility Provider may do either or both of these things with immediate effect.
Termination of Liquidity Facility
The Liquidity Facility will terminate on the earlier of the Liquidity Facility Termination Date and the
Liquidity Facility Provider Termination Date.
The “Liquidity Facility Termination Date” is the earliest of:
(a)

the Availability Termination Date;

(b)

the date which is one month after the date upon which all Notes have been fully and finally
redeemed in full in accordance with the Transaction Documents in respect of the Series;
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(c)

the date on which the Liquidity Facility Provider terminates the Liquidity Facility in accordance
with its terms on the basis of illegality or impossibility in continuing to provide the Liquidity
Facility following a change in law, regulation, code of practice or directive;

(d)

the date upon which the Liquidity Facility Limit is cancelled or the Liquidity Limit is reduced to
zero following a request by the Issuer (provided that a Rating Notification has been given in
respect of the cancellation or reduction); and

(e)

the date upon which the Liquidity Facility Provider terminates the Liquidity Facility following a
Liquidity Event of Default.

The “Liquidity Facility Provider Termination Date” is the later of:
(a)

the Payment Date declared by the Manager (by giving not less than 5 Business Days’ notice
to the Liquidity Facility Provider) as the date upon which the Liquidity Facility Provider will be
replaced by a substitute Liquidity Facility Provider and the Liquidity Facility will terminate; and

(b)

the date upon which the Issuer has paid or repaid to the Liquidity Facility Provider all Liquidity
Advances outstanding on the Payment Date declared by the Issuer pursuant to paragraph (a)
above together with all accrued but unpaid interest and all other money outstanding under the
Liquidity Facility Agreement.

On or before the declaration of a Payment Date upon which the Liquidity Facility Provider will be
replaced by a substitute Liquidity Facility Provider and the Liquidity Facility will terminate, the Manager
must provide a Rating Notification in respect of the termination of the Liquidity Facility and the
appointment of the proposed substitute Liquidity Facility Provider on that Payment Date.
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13

AUSTRALIAN TAXATION

The following is a general summary of the material Australian tax consequences under the Income
Tax Assessment Act 1936 (Cth), Income Tax Assessment Act 1997 (Cth) (together, “Australian Tax
Act”), the Taxation Administration Act of 1953 (“Tax Administration Act”) and any relevant rulings,
judicial decisions or administrative practice, at the date of this Information Memorandum of the
purchase, ownership and disposition of the Offered Notes by Noteholders who purchase the Offered
Notes during the original issuance at the stated offering price. This summary represents the Australian
tax law enacted and in force as at the date of this Information Memorandum which is subject to
change, possibly with retrospective effect.
The summary is not exhaustive and does not deal with the position of certain classes of holders of the
Offered Notes (including, without limitation, dealers in securities, custodians or other third parties who
hold Offered Notes on behalf of any person).
This summary is not intended, nor should it be, construed as legal or tax advice to any particular
Noteholder or Prospective Noteholder. It is a general guide only and should be treated with
appropriate caution. Prospective Noteholders should consult their professional advisers on the tax
implications of an investment in the Offered Notes for their particular circumstances.
Interest Withholding Tax on interest payments
The Australian Tax Act characterises securities as either “debt interests” (for all entities) or “equity
interests” (for companies) including for the purposes of Australian interest withholding tax imposed
under Division 11A of Part III of the Australian Tax Act (“IWT”) and dividend withholding tax. IWT is
payable at a rate of 10% of the gross amount of interest paid by the Issuer to:
(a)

a non-resident of Australia (other than a non-resident acting at or through a permanent
establishment in Australia); or

(b)

a resident of Australia acting at or through a permanent establishment outside Australia unless
an exemption is available.

An exemption from IWT is available in respect of the Offered Notes issued by the Issuer under section
128F of the Australian Tax Act if the following conditions are met:
(c)

the Issuer is a company as defined in section 128F(9) (which includes certain companies
acting in their capacity as trustee) and a resident of Australia when it issues those Offered
Notes and when interest (as defined in section 128A(1AB) of the Australian Tax Act) is paid.
Interest is defined in section 128A(1AB) of the Australian Tax Act to include amounts in the
nature of, or in substitution for, interest and certain other amounts;

(d)

those Offered Notes are debentures that are not equity interests, are issued in a manner
which satisfies the public offer test. There are five principal methods of satisfying the public
offer test, the purpose of which is to ensure that lenders in overseas capital markets are aware
that the Issuer is offering those Offered Notes for issue. In summary, the five methods are:
(i)

offers to 10 or more unrelated financiers, securities dealers or entities that carry on a
business of providing finance or investing or dealing in securities;

(ii)

offers to 100 or more investors of a certain type;

(iii)

offers of listed Offered Notes;

(iv)

offers via publicly available information sources; and

(v)

offers to a dealer, manager or underwriter who offers to sell those Offered Notes
within 30 days by one of the preceding methods above;
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(e)

the Issuer does not know or have reasonable grounds to suspect, at the time of issue, that
those Offered Notes or interests in those Offered Notes were being, or would later be,
acquired directly or indirectly by an “associate” of the Issuer (as defined in section 128F(9) of
the Australian Tax Act), except as permitted by section 128F(5) of the Australian Tax Act; and

(f)

at the time of the payment of interest, the Issuer does not know, or have reasonable grounds
to suspect, that the payee is an “associate” of the Issuer (as defined in section 128F(9) of the
Australian Tax Act), except as permitted by section 128F(6) of the Australian Tax Act.

Associates
Since the Issuer is a trustee of a trust, the entities that are “associates” of the Issuer for the purposes
of section 128F of the Australian Tax Act include:
(a)

any entity that benefits, or is capable of benefiting, under the Trust (“Beneficiary”), either
directly or through any interposed entities; and

(b)

any entity that is an associate of a Beneficiary that is a company. An associate of a
Beneficiary for these purposes includes:
(i)

an entity that holds more than 50% of the voting shares of, or otherwise controls, the
Beneficiary;

(ii)

an entity in which more than 50% of the voting shares are held by, or which is
otherwise controlled by, the Beneficiary;

(iii)

a trustee of a trust where the Beneficiary is capable of benefiting (whether directly or
indirectly) under that trust; and

(iv)

an entity that is an “associate” of an entity that is an “associate” of the Beneficiary
under sub-paragraph (i) above.

However, sections 128F(5) and (6) do not prevent payments under the Offered Notes from being tax
exempt under section 128F, where the Offered Notes are issued to and the interest is paid to:
(a)

onshore associates (ie Australian resident “associates” who do not hold the Offered Notes in
carrying on business at or through a permanent establishment outside Australia and nonresident associates who hold the Offered Notes in the course of carrying on business at or
through a permanent establishment in Australia); or

(b)

offshore associates (ie Australian resident “associates” that hold the Offered Notes in carrying
on business at or through a permanent establishment outside Australia and non-resident
associates who do not hold the Offered Notes in carrying on business at or through a
permanent establishment in Australia) who are acting in the capacity of:
(i)

in the case of section 128F(5), a dealer, manager or underwriter in relation to the
placement of the relevant Offered Notes or a clearing house, custodian, funds
manager or responsible entity of a registered scheme; or

(ii)

in the case of section 128F(6), a clearing house, paying agent, custodian, funds
manager or responsible entity of a registered scheme.

Compliance with section 128F of the Australian Tax Act
It is intended that the Issuer will offer and issue the Offered Notes in a manner which will satisfy the
requirements of section 128F of the Australian Tax Act.
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Noteholders in Specified Countries
The Australian Government has signed new or amended double tax conventions (“New Treaties”)
with a number of countries (each a “Specified Country”) which contain certain exemptions from IWT.
In broad terms, the New Treaties effectively prevent or reduce IWT applying to interest derived by:
(a)

the government of the relevant Specified Country and certain governmental authorities and
agencies in the Specified Country; or

(b)

a “financial institution” which is a resident of the Specified Country and which is unrelated to
and dealing wholly independently with the Issuer. The term “financial institution” refers to
either a bank or any other form of enterprise which substantially derives its profits by carrying
on a business of raising and providing finance. (However, interest under a back-to-back loan
or an economically equivalent arrangement will not qualify for this exemption.)

The Australian Federal Treasury maintains a listing of Australia’s double tax conventions which
provides details of country, status, withholding tax rate limits and Australian domestic implementation.
This listing is available to the public on the website of the Federal Treasury Department.
No payment of additional amounts
Despite the fact that the Offered Notes are intended to be offered and issued in a manner which will
satisfy the requirements of section 128F of the Australian Tax Act, if the Issuer is at any time
compelled or authorised by law to deduct or withhold an amount in respect of any Australian
withholding taxes imposed or levied by the Commonwealth of Australia, the Issuer is not obliged to
pay any additional amounts in respect of such deduction or withholding.
If the Issuer is compelled by law in relation to any Notes to deduct or withhold an amount in respect of
any withholding taxes, the Manager may (at its option) direct the Issuer to redeem the Notes in
accordance with the Conditions.
Other matters
Under Australian laws as presently in effect:
(a)

income tax – non-Australian Holders – other than IWT (see the discussion above), the
payment of principal and interest to a holder of the Offered Notes, who is a non-resident of
Australia and who, during the taxable year, does not hold the Offered Notes in carrying on
business at or through a permanent establishment in Australia (“non-Australian Holder”),
should not be subject to any other Australian income taxes; and

(b)

income tax – Australian Holders – Australian residents or non-Australian residents who hold
the Offered Notes in carrying on business at or through a permanent establishment in
Australia (“Australian Holders”), will be assessable for Australian tax purposes on income
either received or accrued to them in respect of the Offered Notes. Whether income will be
recognised on a cash receipts or accruals basis will depend upon the tax status of the
particular Noteholder and the terms and conditions of the Offered Notes. Special rules apply to
the taxation of Australian residents who hold the Offered Notes in the course of carrying on
business at or through a permanent establishment outside Australia which vary depending on
the country in which that permanent establishment is located;

(c)

gains on disposal of Offered Notes – non-Australian Holders – a non-Australian Holder will not
be subject to Australian income tax on gains realised during that year on the sale or
redemption of the Offered Notes, provided such gains do not have an Australian source. A
gain arising on the sale of Offered Notes by a non-Australian Holder to another non-Australian
Holder where the Offered Notes are sold outside Australia and all negotiations are conducted,
and documentation executed, outside Australia would not be regarded as having an Australian
source;
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(d)

gains on disposal of Offered Notes – Australian Holders – Australian Holders will be required
to include any gain or loss on disposal of the Offered Notes in determining their taxable
income. Special rules apply to the taxation of Australian residents who hold the Offered Notes
in the course of carrying on business at or through a permanent establishment outside
Australia which vary depending on the country in which that permanent establishment is
located;

(e)

deemed interest – there are specific rules that can apply to treat a portion of the purchase
price of Offered Notes as interest for IWT purposes when certain Offered Notes originally
issued at a discount or with a maturity premium or which do not pay interest at least annually
are sold to an Australian Holder.
These rules also do not apply in circumstances where the deemed interest would have been
exempt under section 128F of the Australian Tax Act if the Offered Notes had been held to
maturity by a non-resident;

(f)

death duties – no Offered Notes will be subject to death, estate or succession duties imposed
by Australia, or by any political subdivision or authority therein having power to tax, if held at
the time of death;

(g)

stamp duty and other taxes – no ad valorem stamp, issue, registration or similar taxes are
payable in Australia on the issue or transfer of any Offered Notes;

(h)

other withholding taxes on payments in respect of Offered Notes – section 12-140 of Schedule
1 to the Taxation Administration Act imposes a type of withholding tax on the payment of
interest on certain registered securities unless the relevant payee has quoted an Australian tax
file number (“TFN”) (or, in certain circumstances, an Australian Business Number (“ABN”)) or
proof of an appropriate exemption. Where IWT applies the requirements of section 12-140 do
not apply to payments to a holder of Offered Notes in registered form who is not a resident of
Australia and not holding those Offered Notes in the course of carrying on business at or
through a permanent establishment in Australia. Payments to other classes of holders of
Offered Notes in registered form may be subject to withholding where the holder of those
Offered Notes does not quote a TFN (or, in certain circumstances, an ABN) or provide proof of
an appropriate exemption.
The rate of withholding tax is currently 47%;

(i)

supply withholding tax – payments in respect of the Offered Notes can be made free and clear
of the “supply withholding tax” imposed under section 12-190 of Schedule 1 to the Taxation
Administration Act;

(j)

additional withholdings from certain payments to non-Australian Holders – section 12-315 of
Schedule 1 to the Taxation Administration Act gives the Governor-General power to make
regulations requiring withholding from certain payments to non-residents. However, section
12-315 expressly provides that the regulations will not apply to “interest” (within the meaning
of the IWT rules) payments that are subject to, or specifically exempt from, the IWT rules.
Further, regulations may only be made if the responsible Minister is satisfied the specified
payments are of a kind that could reasonably relate to assessable income of foreign residents.
The regulations that have so far been promulgated under section 12-315 as at the date of this
Information Memorandum are not applicable to any payments in respect of the Offered Notes.
The possible application of any future regulations to the proceeds of any sale of the Offered
Notes will need to be monitored; and

(k)

garnishee directions by the Commissioner of Taxation – the Commissioner may give a
direction requiring the Issuer to deduct from any payment to a holder of Offered Notes any
amount in respect of Australian tax payable by that holder. If the Issuer is served with such a
direction, then the Issuer will comply with that direction and make any deduction required by
that direction.

36869138_7

111

Goods and Services Tax
Neither the issue nor receipt of the Offered Notes will give rise to a liability for GST in Australia on the
basis that the supply of Offered Notes will comprise either an input taxed financial supply or (in the
case of an offshore non-resident subscriber) a GST-free supply. Furthermore, neither the payment of
principal or interest by the Trust, nor the disposal of the Offered Notes, would give rise to any GST
liability on the part of the Trust.
The supply of some services made to the Trust by entities outside of the AFG GST Group may give
rise to a liability for GST on the part of the relevant service provider.
In relation to the acquisition of these taxable services by the Trust:
(a)

in the ordinary course of business, the service provider would charge the Trust an additional
amount on account of GST unless the agreed fee is already GST-inclusive;

(b)

assuming that the AFG GST Group exceeds the financial acquisitions threshold for the
purposes of Division 189 of the GST Act, the representative member of the AFG GST Group
would not be entitled to a full input tax credit from the ATO to the extent that the acquisition
relates to the Trust's input taxed supply of issuing Offered Notes (ie Offered Notes issued to
(A) Australian residents or (B) to non-residents acting through a fixed place of business in
Australia).
In the case of acquisitions which relate to the making of supplies of the nature described
above, there may still be an entitlement to a “reduced input tax credit” (which is equal to 75%
of 1/11th of the GST-inclusive consideration for the taxable supply) in relation to certain
acquisitions prescribed in the GST regulations, but only where the Trust is the recipient of the
taxable supply and the Trust either provides or is liable to provide the consideration for the
taxable supply;

(c)

to the extent that the Trust makes acquisitions that attract GST, and those services relate to
the Trust’s GST-free supply of the Offered Notes to non-residents, there will be an entitlement
to full input tax credits; and

(d)

where services are provided to the Trust from outside the AFG GST Group by an entity which
is an associate of the Trust for income tax purposes, those services are provided for nil or less
than market value consideration, and the Trust would not be entitled to a full input tax credit,
the relevant GST (and any input tax credit) would be calculated by reference to the market
value of those services.

In the case of supplies which are acquired for the purposes of the Trust’s business which are not
“connected with the indirect tax zone”, these may attract a liability for Australian GST if they are
supplies of a kind which would have been taxable if they were connected with the indirect tax zone
and if there would not have been an entitlement to a full input tax credit if the supply had been
performed in Australia. This is known as the “reverse charge” rule. Where the rule applies, the liability
to pay GST to the ATO falls not on the supplier or on the representative member of the AFG GST
Group, but on the Trust.
Where services which are not connected with the indirect tax zone are acquired for the purposes of
the Trust’s business and the supplies relate solely to the issue of Offered Notes by the Trust to
persons who are not residents of Australia who subscribe for the Offered Notes through a fixed place
of business outside the indirect tax zone, the “reverse charge” rule should not apply to these supplies.
This is because there would have been an entitlement to a full input tax credit for the acquisition of
these supplies if the supplies had been connected with the indirect tax zone.
Where GST is payable on a taxable supply made to the Trust but a full input tax credit is not available,
this will mean that less money is available to pay interest on the Offered Notes or other liabilities of the
Trust.
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GST Grouping and the AFG Indirect Tax Sharing Deed
It is intended that the Trust will be a member of the AFG GST Group from the date the Trust is
established. The members of the AFG GST Group are jointly and severally liable for the AFG GST
Group’s GST obligations, unless the relevant liability is covered by a valid indirect tax sharing
agreement. In order to be valid for GST purposes, a valid indirect tax sharing agreement is required,
among other things, to contain a way of working out a reasonable allocation of the GST group’s
liability between the group members. Where there is such a reasonable allocation under a valid
indirect tax sharing agreement, the liability of each member of the AFG GST Group is limited to the
amount of that reasonable allocation. It is expected that the Trustee will accede to the AFG Indirect
Tax Sharing Deed which provides a method for determining a reasonable allocation of the AFG GST
Group’s liabilities (which, in the case of the Trust, should be a nil allocation).
14

SUBSCRIPTION AND SALE

14.1

Subscription

Pursuant to the Dealer Agreement, the Joint Lead Managers have agreed with the Issuer and the
Manager, subject to the satisfaction of certain conditions, that they will use reasonable endeavours,
subject to market conditions, to locate potential purchasers of the Offered Notes.
Australia
No prospectus, offer information statement, product disclosure statement or other disclosure
document (as defined in the Corporations Act) in relation to the Offered Notes has been, or will be,
lodged with ASIC.
Under the Dealer Agreement, each Dealer represents and agrees that, unless an applicable
supplement to this Information Memorandum provides otherwise it:
(a)

has not made or invited, and will not make or invite, directly or indirectly an offer of the Offered
Notes for issue or sale in Australia (including an invitation which is received by a person in
Australia);

(b)

has not distributed or published and will not distribute or publish, this Information
Memorandum or any other offering material or advertisement relating to any Notes in
Australia,

unless:
(c)

either:
(i)

the aggregate consideration payable by each offeree is at least A$500,000 (or its
equivalent in an alternate currency, and in either case, disregarding moneys lent by
the offeror or its associates)

(ii)

the offer is to a professional investor for the purposes of section 708 of the
Corporations Act;

(iii)

or the offer or invitation otherwise does not require disclosure to investors under
Parts 6D.2 or 7.9 of the Corporations Act;

(d)

the offer does not constitute an offer to a “retail client” as defined for the purposes of section
761G of the Corporations Act;

(e)

such action complies with all applicable laws, regulations and directives (including, without
limitation, the financial services licensing requirements of the Corporations Act); and

(f)

such action does not require any document to be lodged with ASIC or any other regulatory
authority in Australia.
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The United Kingdom
Each Dealer represents, warrants and agrees under the Dealer Agreement that:
(a)

it has complied and will comply with all applicable provisions of the Financial Services and
Markets Act 2000 (“FSMA”) with respect to anything done by it in relation to any Offered Notes
in, from or otherwise involving the United Kingdom; and

(b)

it has only communicated or caused to be communicated and will only communicate or cause
to be communicated an invitation or inducement to engage in investment activity (within the
meaning of section 21 of the FSMA) received by it in connection with the issue or sale of such
Offered Notes in circumstances in which section 21(1) of the FSMA does not apply to the
Issuer.

Hong Kong
Each Dealer represents, warrants and agrees under the Dealer Agreement that it:
(a)

(b)

has not offered or sold and will not offer or sell in the Hong Kong Special Administrative
Region of the Peoples Republic of China, by means of any document, any Offered Notes other
than:
(i)

to “professional investors” as defined in the Securities and Futures Ordinance (Cap.
571) of the laws of Hong Kong as amended (“SFO”) and any rules made under the
SFO; or

(ii)

in other circumstances which do not result in the document being a “prospectus” as
defined in the Companies Ordinance (Cap 32) of the laws of Hong Kong, as amended,
or which do not constitute an offer to the public within the meaning of the SFO; and

unless permitted to do so under the laws of Hong Kong, has not issued or had in its
possession for the purposes of issue, and will not issue or have in its possession for the
purposes of issue, (in each case, whether in Hong Kong or elsewhere) any advertisement,
invitation, other offering material or other document relating to the Offered Notes, which is
directed at, or the contents of which are likely to be accessed or read by, the public in Hong
Kong (except if permitted to do so under the securities laws of Hong Kong) other than with
respect to Offered Notes which are or are intended to be disposed of only to persons outside
Hong Kong or only to “professional investors” within the meaning given to that term by the
Securities and Futures Ordinance and any rules made under the SFO.

Singapore
Each Dealer acknowledges under the Dealer Agreement that this Information Memorandum has not
been, and will not be, registered as a prospectus with the Monetary Authority of Singapore under the
Securities and Futures Act, Chapter 289 of Singapore (the “SFA”). Accordingly, each Dealer
represents and agrees that it will not offer, sell, deliver or transfer the Offered Notes, nor make the
Offered Notes the subject of an invitation for subscription or purchase, nor will it circulate or distribute
this Information Memorandum or any relevant supplement, advertisement or other offering material in
connection with the offer, sale, delivery or transfer, or an invitation for subscription or purchase, of the
Offered Notes, whether directly or indirectly, to any persons in Singapore other than:
(a)

to an institutional investor pursuant to Section 274 of the SFA;

(b)

to a relevant person pursuant to Section 275(1) of the SFA, or any person pursuant to Section
275(1A) of the SFA, and in accordance with the conditions specified in Section 275 of the
SFA; or

(c)

otherwise pursuant to, and in accordance with the conditions of, any other applicable provision
of the SFA.
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Where the Offered Notes are subscribed or purchased in reliance on an exemption under Section 274
or 275 of the SFA, the Offered Notes shall not be sold within the period of 6 months from the date of
the initial acquisition of the Offered Notes, except to any of the following persons:
(a)

an institutional investor (as defined in Section 4A of the SFA);

(b)

a relevant person (as defined in Section 275(2) of the SFA); or

(c)

any person pursuant to an offer referred to in Section 275(1A) of the SFA,

unless expressly specified otherwise in Section 276(7) of the SFA or Regulation 32 of the Securities
and Futures (Offers of Investments) (Shares and Debentures) Regulations 2005 of Singapore.
Where the Offered Notes are subscribed or purchased under section 275 of the SFA by a person who
is:
(d)

a corporation (which is not an accredited investor as defined in section 4A of the SFA) the sole
business of which is to hold investments and the entire share capital of which is owned by one
or more individuals, each of whom is an accredited investor; or

(e)

a trust (where the trustee is not an accredited investor) whose sole purpose is to hold
investments and each beneficiary of the trust is an individual who is an accredited investor,

securities (as defined in section 239(1) of the SFA) of that corporation or the beneficiaries' rights and
interest in that trust shall not be transferable for 6 months after that corporation or that trust has
acquired the Offered Notes under Section 275 of the SFA except:
(f)

to an institutional investor (for corporations, under section 274 of the SFA) or to a relevant
person, or any person defined in section 275(2) of the SFA and in accordance with the
conditions specified in Section 275 of the SFA;

(g)

(in the case of a corporation) where the transfer arises from an offer referred to in Section
276(3)(i)(B) of the SFA or (in the case of a trust) where the transfer arises from an offer
referred to in Section 276(4)(i)(B) of the SFA;

(h)

where no consideration is or will be given for the transfer;

(i)

where the transfer is by operation of law;

(j)

as specified in section 276(7) of the SFA; or

(k)

as specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares
and Debentures) Regulations 2005 of Singapore.

The United States of America
Each Dealer acknowledges under the Dealer Agreement that the Offered Notes have not been and
will not be registered under the US Securities Act of 1933, as amended (“Securities Act”) and the
Issuer has not been and will not be registered as an investment company under the United States
Investment Company Act of 1940, as amended (“Investment Company Act”). An interest in the
Offered Notes may not be offered, sold, delivered or transferred (and each Dealer has agreed under
the Dealer Agreement that it will not offer, sell, deliver or transfer any interest in the Notes) within the
United States of America, its territories or possessions or to, or for the account or benefit of, a “U.S.
person” (as defined in Regulation S under the Securities Act (“Regulation S”)) at any time except in
accordance with Regulation S or pursuant to an exemption from the registration requirements of the
Securities Act.
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European Economic Area
In relation to each Member State of the European Economic Area (“EEA State”) which has
implemented the Prospectus Directive (each, a “Relevant EEA State”), each Dealer represents,
warrants and agrees under the Dealer Agreement that with effect from and including the date on which
the Prospectus Directive is implemented in that Relevant EEA State (the “Relevant Implementation
Date”) it has not made and will not make an offer of Offered Notes which are the subject of the offering
contemplated by this Information Memorandum to the public in that Relevant EEA State, other than:
(a)

at any time to any legal entity which is a qualified investor as defined in the Prospectus
Directive;

(b)

at any time to fewer than 150, natural or legal persons (other than qualified investors as
defined in the Prospectus Directive), as permitted under the Prospectus Directive, subject to
obtaining the prior consent of the relevant dealer or dealers nominated by the Manager for any
such offer; or

(c)

in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of Offered Notes referred to in (a) to (c) above shall require the Manager,
the Issuer or a Dealer to publish a prospectus pursuant to Article 3 of the Prospectus Directive or
supplement a prospectus pursuant to Article 16 of the Prospectus Directive.
For these purposes, the expression an “offer Notes to the public” in relation to any Offered Notes in
any Relevant EEA State means the communication in any form and by any means of sufficient
information on the terms of the offer and the Offered Notes to be offered so as to enable an investor to
decide to purchase or subscribe for the Offered Notes, as the same may be varied in that Relevant
EEA State by any measure implementing the Prospectus Directive in that Relevant EEA State and the
expression Prospectus Directive means Directive 2003/71/EC (and amendments thereto, including
the 2010 PD Amending Directive, to the extent implemented in the that Relevant EEA State), and
includes any relevant implementing measure in the Relevant EEA State. The expression “2010 PD
Amending Directive” means Directive 2010/73/EU. The expression “Member State of the
European Economic Area” means any Member State of the European Union and Iceland, Norway
and Liechtenstein.
Each Dealer further represents and agrees under the Dealer Agreement that it has not offered, sold or
otherwise made available any Offered Notes to any retail investor in the European Economic Area.
For these purposes, a “retail investor” means a person who is one (or more) of: (1) a retail client as
defined in point (11) of Article 4(1) of Directive 2014/65/EU (“MIFID II”); or (2) a customer within the
meaning of Directive 2002/92/EC (“IMD”), where that customer would not qualify as a professional
client as defined in point (10) of Article 4(1) of MIFID II; or (3) not a qualified investor as defined in the
Prospectus Directive. Consequently, no key information document as required by Regulation (EU) No
1286/2014 (the “PRIIPS Regulation”) for offering or selling the Offered Notes or otherwise making
them available to retail investors in the European Economic Area has been prepared and therefore
offering or selling the Offered Notes or otherwise making them available to any retail investor in the
European Economic Area may be unlawful under the PRIIPS Regulation. The target market
assessment in respect of the Offered Notes by the distributor, solely for the purpose of its product
governance determination under Article 10(1) of Delegated Directive (EU) 2017/593, has led to the
conclusion that:
•

the target market for the Offered Notes is eligible counterparties and professional clients only,
each as defined in MiFID II; and

•

all channels for distribution of the Offered Notes to eligible counterparties and professional
clients are appropriate.

Any distributor subject to MiFID II subsequently offering, selling or recommending the Offered Notes is
responsible for undertaking its own target market assessment in respect of the Offered Notes (by
either adopting or refining the distributor’s target market assessment) and determining appropriate
distribution channels.
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General
Each Dealer acknowledges under the Dealer Agreement that no action has been, or will be, taken by
the Issuer, the Manager, or any dealer that would permit a public offering of the Notes or distribution of
the Information or any other offering or publicity material relating to the Notes in or from any
jurisdiction where action for that purpose is required. Accordingly, each Dealer has agreed under the
Dealer Agreement that it will not offer or sell, directly or indirectly, and neither this Information
Memorandum nor any circular, prospectus, form of application, advertisement or other material, may
be distributed by it in or from or published by it in any country or jurisdiction, except under
circumstances that will result in compliance with any applicable laws or regulation.
14.2

Weighted Average Life of the Notes

The weighted average life of the Notes refers to the average amount of time that will elapse from the
Closing Date until the Notes have been repaid in full.
The weighted average life of the Notes will be influenced by a number of factors including the rate of
scheduled repayment of the Series Receivables, the rate of unscheduled repayment of the Series
Receivables and the exercise of the Call Option. The weighted average lives of the Notes cannot be
predicted due to the uncertain nature of unscheduled principal repayments. However, given certain
assumptions, the weighted average lives of the Notes can be estimated.
Table 1 below represents possible weighted average lives of the Notes and has been prepared on the
following assumptions:
(a)

The Series Receivables are subject to constant rates of principal prepayment (“CPR”) as
indicated in Table 1. The base case assumption is a constant 24% CPR for the life of the
transaction.

(b)

Table 1 shows the weighted average life of the Notes under the assumption that the Issuer
exercises the Call Option on the first Call Option Date.

(c)

Redraws have not been specifically modelled.

(d)

No Series Receivable is in arrears or incurs Losses.

(e)

No Series Receivables are sold by the Issuer other than in order to exercise the Call Option.

(f)

Series Receivables sold are assumed to be sold at their Outstanding Balance.

(g)

The portfolio of Series Receivables is acquired on the Closing Date at the aggregate
Outstanding Balance on the Cut-Off Date.

(h)

Payments of principal in respect of the Notes are made on each Payment Date commencing
on the first Payment Date irrespective of whether such day is a Business Day.

The actual characteristics of the Series Receivables are likely to differ from the above assumptions
used in constructing the following Table 1, which is only hypothetical in nature and are provided only
to give a general indication of how principal cashflows may behave under various CPR scenarios. For
example, it is not expected that the Series Receivables will prepay at a constant rate until maturity,
that all of the Series Receivables will prepay at the same rate or that there will be no arrears or Losses
on the Series Receivables.
Any difference between such assumptions and the actual characteristics and performance of the
Series Receivables will cause the weighted average lives of the Notes to differ from the corresponding
information in the table for each indicated CPR. It should not be assumed that the CPR would always
be in the ranges as indicated in Table 1.
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Table 1
Prepayment
Scenario

50%

75%

100%

125%

150%

CPR Range

12%

18%

24%

30%

36%

Class A1 Notes

0.8 years

0.6 years

0.4 years

0.4 years

0.3 years

Class A2 Notes

4.1 years

3.5 years

3.0 years

2.5 years

2.0 years

Class A3 Notes

5.0 years

4.7 years

4.2 years

3.6 years

3.1 years

Class AB Notes

5.0 years

4.7 years

4.2 years

3.6 years

3.1 years

Class B Notes

5.0 years

4.7 years

4.2 years

3.6 years

3.1 years

Class C Notes

5.0 years

4.7 years

4.2 years

3.6 years

3.1 years

Class D Notes

5.0 years

4.7 years

4.2 years

3.6 years

3.1 years

Class E Notes

5.0 years

4.7 years

4.2 years

3.6 years

3.1 years
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15

GLOSSARY

A$, AUD and Australian
dollars

means the lawful currency of the Commonwealth of Australia.

Accrual Adjustment

in relation to a Series Receivable acquired by the Issuer pursuant to a
Reallocation in accordance with the Master Trust Deed, means the income
(including any interest and amounts in the nature of interest) accrued on
any Reallocated Asset up to but excluding the Reallocation Date.

Adverse Rating Effect

in respect of the Series, means an effect which either causes or contributes
to a downgrading or withdrawal of the rating given to any Notes of the
Series by a Rating Agency.

Affected Party

in respect of a Derivative Contract, has the meaning given to it in the
relevant Derivative Contract.

AFG GST Group

means the GST group of which Australian Finance Group Limited (ABN 11
066 385 822) is the representative member.

AFGS

means AFG Securities Pty Ltd (ABN 90 119 343 118).

Amortisation Amount

has the meaning set out in Section 11.13 (“Calculation of Amortisation
Amount”).

Amortisation Ledger

has the meaning set out in Section 11.17 (“Amortisation Ledger”).

ANZ

means Australia and New Zealand Banking Group Limited (ABN 11 005
357 522).

Approved Valuer

means a registered valuer within the meaning of the Valuers Registration
Act, 1975 (NSW) or a registered valuer within the meaning of the
corresponding legislation in other States and Territories of the
Commonwealth of Australia, instructed by the Originator or Servicer to
provide a valuation of a property the subject of or proposed to be the
subject of a Housing Loan, which valuer is approved by the Issuer.

Arranger

means ANZ.

Arrears Ratio

means, on a Determination Date, the percentage of the Outstanding
Balance of the Series Receivables in relation to which default in payment of
any amount due has occurred and has continued for a period of 90 days or
more as at the last day of the immediately preceding Collection Period to
the total Outstanding Balance of all Series Receivables (calculated on the
last day of the immediately preceding Collection Period).

ASIC

means the Australian Securities and Investments Commission.

Asset

means:
(a)

(b)
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in relation to the Trust, all the Issuer’s rights, property and
undertaking which are the subject of the Trust;
(i)

of whatever kind and wherever situated; and

(ii)

whether present or future; and

in relation to the Series, the right, title and interest of the Issuer, in
its capacity as trustee, in the following (to the extent to which they
relate to the Series):
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(i)

any Receivables and Related Securities of the Series;

(ii)

the Collection Account;

(iii)

the Authorised Investments;

(iv)

the Transaction Documents;

(v)

any asset which is Reallocated to the Series;

(vi)

any bank account or other account established in the
name of the Issuer in respect of the Series in accordance
with the Transaction Documents; and

(vii)

any other asset so described in the Issue Supplement for
the Series.

ASX

means ASX Limited.

Austraclear

means Austraclear Limited or Austraclear Services Limited (including,
where applicable, the computer based system for holding notes and
recording and settling transactions in those notes between members of that
system maintained by Austraclear).

Australian Credit
Licence

has the meaning given to that term in the NCCP.

Australian Financial
Services Licence

means an Australian financial services licence within the meaning of
Chapter 7 of the Corporations Act.

Australian Tax Act or
Tax Act

means the Income Tax Assessment Act 1936 (Cth) or the Income Tax
Assessment Act 1997 (Cth), as the case may be.

Authorised Investments

means:
(a)

cash deposited in an interest bearing bank account in the name of
the Issuer with an Eligible Bank;

(b)

any debt securities which:
(i)

have a Required Credit Rating at the time of the
acquisition of such investment by the Issuer;

(ii)

mature on or prior to the next date on which the proceeds
from such Authorised Investments will be required to be
applied in accordance with the Cashflow Allocation
Methodology;

(iii)

are denominated in Australian Dollars;

(iv)

are held in the name of the Issuer; and

(v)

do not constitute a securitisation exposure or a
resecuritisation exposure (as defined in Prudential
Standard APS 120 issued by the Australian Prudential
Regulation Authority including any amendment or
replacement of that Prudential Standard).

Availability Period

in respect of the Liquidity Facility, means the period from the date of the
Liquidity Facility Agreement to the date which is 30 days after the Maturity
Date.

Availability Termination
Date

in respect of the Liquidity Facility, means the last day of the Availability
Period.
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Available Income

has the meaning given to it in Section 11.7 (“Determination of Available
Income”).

Available Liquidity
Amount

means on any day an amount equal to:
(a)

the Liquidity Limit on that day; less

(b)

the Liquidity Principal Outstanding on that day.

Available Principal

has the meaning given to it in Section 11.3 (“Determination of Available
Principal”).

Average Arrears Ratio

means, on any Determination Date, the amount (expressed as a
percentage) calculated as follows:

A=

B
4

where:
A=

the Average Arrears Ratio; and

B=

the sum of the Arrears Ratio for that Determination Date and the
Arrears Ratios for the 3 Determination Dates immediately
preceding that Determination Date.

Bank

has the meaning given to the expression “Australian bank” in the
Corporations Act.

Bank Bill Rate

means, for a Note for an Interest Period:
(a)

the rate designated “AVG-MID” for prime bank eligible securities
having a tenor of one month, as displayed on the “BBSW” page of
the Reuters system at or about 10.30am (Sydney time) (or such
other time as that rate is usually published), on the first day of that
Interest Period; or

(b)

if a rate cannot be determined in accordance with the procedure in
paragraph (a), the rate specified in good faith by the Calculation
Agent at or around that time on that date, having regard, to the
extent possible, to comparable indices then available for prime
bank eligible securities of that tenor at that time,

provided that, in respect of the first Interest Period for that Note, the Bank
Bill Rate will be an interpolated rate calculated in accordance with condition
6.9 (“Interpolation”) of the Conditions.
Borrowings

means, in respect of the Trust or the Series, any amount borrowed or
raised by the Issuer in its capacity as trustee of the Trust.

Break Payments

means any break costs due to the Issuer in relation to any Derivative
Contract to the extent such break costs are to be paid by the Issuer to a
Debtor in respect of a Series Receivable.

Business Day

means a day on which banks are open for general banking business in
Sydney, Melbourne and Perth (excluding Saturday, Sunday and any public
holiday in Sydney, Melbourne or Perth).

Business Day
Convention

means the convention for adjusting any date if it would otherwise fall on a
day that is not a Business Day, such that the date is postponed to the next
Business Day.
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Calculation Agent

means the Manager.

Call Option

means the Issuer's option to redeem Notes before the Maturity Date on
each Call Option Date.

Call Option Date

means any Payment Date occurring on or following the earliest to occur of:
(a)

the Date Based Call Option Date; and

(b)

the Payment Date following the first Determination Date on which
the aggregate Invested Amount of all Notes is less than 20% of the
aggregate Initial Invested Amount of all Notes on the Closing Date.

Carryover Charge-Off

has the meaning given in Section 11.15 (“Allocation of Charge-Offs”).

Cashflow Allocation
Methodology

means the cashflow allocation methodology described in Section 11
(“Cashflow Allocation Methodology”).

Charge-Off

has the meaning given to it in Section 11.13 (“Calculation of Losses and
Charge-Offs”).

Class

means each class of Notes specified in Section 2.3 (“General Information
on the Notes”).

Class A1 Note

means any Note designated as a “Class A1 Note” and which is issued in
accordance with the Issue Supplement and the Note Deed Poll.

Class A1 Noteholder

means a Noteholder of a Class A1 Note.

Class A2 Note

means any Note designated as a “Class A2 Note” and which is issued in
accordance with the Issue Supplement and the Note Deed Poll.

Class A2 Noteholder

means a Noteholder of a Class A2 Note.

Class A3 Note

means any Note designated as a “Class A3 Note” and which is issued in
accordance with the Issue Supplement and the Note Deed Poll.

Class A3 Noteholder

means a Noteholder of a Class A3 Note.

Class AB Note

means any Note designated as a “Class AB Note” and which is issued in
accordance with the Issue Supplement and the Note Deed Poll.

Class AB Noteholder

means a Noteholder of a Class AB Note.

Class B Note

means any Note designated as a “Class B Note” and which is issued in
accordance with the Issue Supplement and the Note Deed Poll.

Class B Noteholder

means a Noteholder of a Class B Note.

Class C Note

means any Note designated as a “Class C Note” and which is issued in
accordance with the Issue Supplement and the Note Deed Poll.

Class C Noteholder

means a Noteholder of a Class C Note.

Class D Note

means any Note designated as a “Class D Note” and which is issued in
accordance with the Issue Supplement and the Note Deed Poll.

Class D Noteholder

means a Noteholder of a Class D Note.

Class E Note

means any Note designated as a “Class E Note” and which is issued in
accordance with the Issue Supplement and the Note Deed Poll.

Class E Noteholder

means a Noteholder of a Class E Note.
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Class F Note

means any Note designated as a “Class F Note” and which is issued in
accordance with the Issue Supplement and the Note Deed Poll.

Class F Noteholder

means a Noteholder of a Class F Note.

Closing Date

means 27 June 2018, or such other date notified by the Manager to the
Issuer.

Collateral

means all Series Assets of the Series which the Issuer acquires or to which
the Issuer is or becomes entitled on or after the date of the General
Security Deed.

Collateral Advance

has the meaning given to it in Section 12.8 (“The Liquidity Facility
Agreement”).

Collateral Support

means, on any day:
(a)

(b)

in respect of any Derivative Contract, the amount of collateral (if
any) paid or transferred to the Issuer by a Counterparty in
accordance with the terms of that Derivative Contract that has not
been applied by or on behalf of the Issuer before that day in
accordance with the terms of that Derivative Contract; and
in respect of the Liquidity Facility Agreement, the Liquidity
Collateral Account Balance.

Collection Account

means the account opened with an Eligible Bank in the name of the Issuer
and designated by the Manager as the collection account for the Series.

Collection Period

means the period from (and including) the first day of a calendar month to
(and including) the last day of that calendar month, provided that the first
Collection Period will commence on (and include) the Closing Date and end
on (and include) 31 July 2018.

Collection Period
Distributions

has the meaning given to it Section 11.2 (“Distributions during a Collection
Period”).

Collections

means, in respect of a Collection Period, all amounts received by, or on
behalf of, the Issuer in respect of the Series Receivables during that
Collection Period including, without limitation:
(a)

all principal, interest and fees;

(b)

the proceeds of sale or Reallocation of any Series Receivables;

(c)

any proceeds recovered from any enforcement action

(d)

any amount received as damages in respect of a breach of any
representation or warranty; and

(e)

any fixed rate break costs paid by the Debtors,

after deduction of all Taxes and bank and government charges in respect of
such amounts.
Conditions

means the conditions of the Notes set out in Section 6 (“Conditions of the
Notes”).

Consumer Credit Code

means the Consumer Credit Code set out in the Appendix to the Consumer
Credit (Queensland) Act 1994 as in force or applied as a law of any
jurisdiction of Australia or the provisions of the Code set out in the
Appendix to the Consumer Credit (Western Australia) Act 1996 or the
provisions of the Code set out in the Appendix to the Consumer Credit
Code (Tasmania) Act 1996.
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Control

of a corporation includes the direct or indirect power to directly or indirectly:
(a)

direct the management or policies of the corporation; or

(b)

control the membership of the board of directors.

Controller

has the meaning given to it in the Corporations Act.

Corporations Act

means the Corporations Act 2001 (Cth).

Costs

includes costs, charges and expenses, including those incurred in
connection with advisers.

Counterparty

means, any counterparty with which the Issuer has entered into one or
more Derivative Contracts in respect of the Series.

Custodian

means the Issuer, acting as Custodian under the Master Trust Deed.

Cut-Off Date

See Section 2.2 (“Summary – Transaction”).

Date Based Call Option
Date

means the Payment Date occurring in June 2023.

Dealers

means the persons specified as such in Section 2.1 (“Summary –
Transaction Parties”).

Dealer Agreement

means the document entitled “AFG 2018-1 Trust Dealer Agreement –
Series 2018-1” dated 15 June 2018 between the Issuer and others.

Debtor

means, in relation to a Receivable, the person who is obliged to make
payments with respect to that Receivable, whether as a principal or
secondary obligation and includes, where the context requires, another
person obligated to make payments with respect to that Receivable
(including any mortgagor or guarantor).

Defaulting Party

in respect of a Derivative Contract, has the meaning given to it in that
Derivative Contract.

Derivative Contract

means any interest rate swap, forward rate agreement, cap, collar, floor,
collar or other rate or price protection transaction or agreement, currency
swap, any option with respect to any such transaction or agreement, or any
combination of any such transactions or agreements or other similar
arrangements entered into by the Issuer in connection with the Series:
(a)

on terms in respect of which a Rating Notification has been given;
and

(b)

with a counterparty in respect of which a Rating Notification has
been given.

Determination Date

means the day which is 3 Business Days prior to a Payment Date.

Disposing Series

means the series of the Disposing Trust which is known as Warehouse
Series No.4.

Disposing Trust

means the AFG 2010-1 Trust.

Disposing Trustee

means the trustee of the Disposing Trust.

Drawdown Date

means the date on which a Liquidity Advance or Collateral Advance is or is
deemed to be made under the Liquidity Facility.

Eligible Bank

means any Bank with a rating equal to or higher than:
(a)
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(b)

(i)

a long term credit rating equal or higher than A together
with a short term credit rating equal to or higher than A-1;
or

(ii)

if the relevant entity does not have a long term credit rating
from S&P, a short term credit rating of A-1; and

in respect of Fitch, a short term credit rating of F1 or a long term
credit rating of A,

or such other credit rating or ratings as may be notified in writing by the
Manager to the Issuer and in respect of which a Rating Notification has
been given.
Eligible Receivable

means a Receivable which satisfies the Eligibility Criteria on the Closing
Date.

Eligibility Criteria

has the meaning given to it in Section 5.2 (“Eligibility Criteria for Series
Receivables”).

Encumbrance

means any:
(a)

security interest as defined in section 12(1) or section 12(2) of the
PPSA; or

(b)

security for the payment of money or performance of obligations,
including a mortgage, charge, lien, pledge, trust, power or title
retention or flawed deposit arrangement; or

(c)

right, interest or arrangement which has the effect of giving another
person a preference, priority or advantage over creditors including
any right of set-off; or
(i)

right that a person (other than the owner) has to remove
something from land (known as a profit á prendre),
easement, public right of way, restrictive or positive
covenant, lease, or licence to use or occupy; or

(ii)

third party right or interest or any right arising as a
consequence of the enforcement of a judgment,

or any agreement to create any of them or allow them to exist.
Enforcement Expenses

means all expenses paid by or on behalf of the Servicer in connection with
the enforcement of any Series Receivable or any Related Security in
accordance with the Transaction Documents.

Event of Default

has the meaning given to it in Section 12.4 (“The role of the Security
Trustee under the Master Trust Deed and the General Security Deed”).

Extraordinary Expense
Loan

has the meaning set out in Section 11.10 (“Extraordinary Expense Reserve
Draw”).

Extraordinary Expense
Reserve

means the ledger account of the Collection Account established in
accordance with Section 11.10 (“Extraordinary Expense Reserve Draw”).

Extraordinary Expense
Reserve Balance

means, at any time, the amount standing to the credit of the Extraordinary
Expense Reserve at that time.

Extraordinary Expense
Reserve Draw

has the meaning set out in Section 11.10 (“Extraordinary Expense Reserve
Draw”).
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Extraordinary Expense
Reserve Required
Amount

means $150,000.

Extraordinary Resolution

means a Resolution which is passed by 75% of votes cast by the persons
present and entitled to vote at a meeting.

FATCA

means:
(a)

sections 1471 through to 1474 of the United States of America
Internal Revenue Code (including any regulations or official
interpretations issued with respect thereof and any amended or
successor provisions);

(b)

any treaty, law, regulation, or other official guidance enacted in any
other jurisdiction, or relating to an intergovernmental agreement
between the United States of America and any other jurisdiction,
which (in either case) facilitates the implementation of paragraph
(a) above; or

(c)

any agreement under the implementation of paragraphs (a) or (b)
above, with the United States of America Internal Revenue
Service, the United States of America government or any
government or governmental or taxation authority in any other
jurisdiction.

FATCA Withholding Tax

means any withholding or deduction arising under or in connection with, or
to ensure compliance with, FATCA.

Fitch

means Fitch Australia Pty Ltd (ABN 93 081 339 184).

Fixed WAM

has the meaning set out in Section 5.7 (“Fixed Rate Housing Loans”).

Further Advance

in relation to a Receivable, means any advance to the relevant Debtor after
the settlement date of that Receivable which results in an increase in the
Scheduled Balance of that Receivable.

Further Liquidity
Shortfall

has the meaning set out in Section 11.9 (“Liquidity Draw”).

General Security Deed

means the document entitled “AFG 2018-1 Trust General Security Deed –
Series 2018-1” dated 15 June 2018 between the Issuer, the Security
Trustee and the Manager.

Governmental Agency

means any government, whether federal, state, territorial or local, and any
minister, department, office, commission, delegate, instrumentality, agency,
board, authority or organ thereof, whether statutory or otherwise.

Group Tax Liability

means the tax-related liabilities listed in section 721-10(2) of the Australian
Tax Act.

GST

means the goods and services tax payable under the A New Tax System
(Goods and Services Tax) Act 1999 (Cth).

Housing Loan

means a Receivable secured by a Mortgage over Land.

Improvements

means all improvements to the Land including, without limitation, all
buildings, fences, structures, fixtures and fittings which are, from time to
time, situated on the Land.

Income Collections

means in respect of a Collection Period (without double-counting):
(a)
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any Collections received during that Collection Period which are in
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the nature of interest or income; and
(b)

Initial Invested Amount

any Recoveries received by, or on behalf of, the Issuer during that
Collection Period.

means, in respect of:
(a)

a Note other than a Redraw Note, A$1,000; and

(b)

a Redraw Note, such amount as may be determined by the
Manager in accordance with the Issue Supplement.

Initial Reallocation
Notice

means a Reallocation Notice dated on or prior to the Closing Date from the
Disposing Trustee to the Manager and the Issuer.

Insolvent

a person is Insolvent if:

Insurance Policy

(a)

it is (or states that it is) an insolvent under administration or insolvent
(each as defined in the Corporations Act); or

(b)

it is in liquidation, in provisional liquidation, under administration or
wound up or has had a Controller appointed to its property; or

(c)

it is subject to any arrangement, assignment, moratorium or
composition, protected from creditors under any statute or dissolved
(in each case, other than to carry out a reconstruction or
amalgamation while solvent on terms approved by the Security
Trustee); or

(d)

an application or order has been made (and, in the case of an
application, it is not stayed, withdrawn or dismissed within 30 days),
resolution passed, proposal put forward, or any other action taken, in
each case in connection with that person, which is preparatory to or
could result in any of (a), (b) or (c) above; or

(e)

it is taken (under section 459F(1) of the Corporations Act) to have
failed to comply with a statutory demand; or

(f)

it is the subject of an event described in section 459C(2)(b) or
section 585 of the Corporations Act (or it makes a statement from
which the Security Trustee (or the Manager, in the case of the
solvency of the Security Trustee) reasonably deduces it is so
subject); or

(g)

it is otherwise unable to pay its debts when they fall due; or

(h)

something having a substantially similar effect to (a) to (g) happens
in connection with that person under the law of any jurisdiction.

means, in respect of a Receivable, any policy of insurance in force in
respect of a Receivable or its Related Security (if any), including:
(a)

any Lender’s Mortgage Insurance Contract; and

(b)

any property insurance insuring damage to the relevant Property.

Interest

means, at any time in respect of a Note the interest which is due and
payable in respect of that Note at that time.

Interest Period

means, in respect of a Note:
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(a)

initially, the period from (and including) the Issue Date of that Note
to (but excluding) the immediately following Payment Date;

(b)

thereafter, the period from (and including) each Payment Date to
(but excluding) the next following Payment Date,
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provided that the last period ends on (but excludes) the Maturity Date.
Interest Rate

in respect of a Note, has the meaning given to it in Section 1 (“Summary –
Principal Terms of the Offered Notes”).

Invested Amount

means at any time in respect of a Note:
(a)

the Initial Invested Amount of that Note; less

(b)

the aggregate of any principal repayments made in respect of that
Note prior to that time.

Issue Date

means, for a Note, the date on which that Note is, or is to be, issued.

Issue Supplement

means the document entitled “AFG 2018-1 Trust Issue Supplement –
Series 2018-1” dated 25 June 2018 between the Issuer and others.

Issuer

has the meaning given to it in Section 2.1 (“Summary – Transaction
Parties”).

Joint Lead Managers

means the persons specified as such in Section 2.1 (“Summary –
Transaction Parties”).

Land

means:
(a)

land (including tenements and hereditaments corporeal and
incorporeal and every estate and interest in it whether vested or
contingent, freehold or Crown leasehold, the terms of which lease
is expressed to expire not earlier than five years after the maturity
of the relevant Mortgage, and whether at law or in equity) wherever
situated and including any fixtures to land; and

(b)

any parcel and any lot, common property and land comprising a
parcel within the meaning of the Strata Schemes (Freehold
Development) Act 1973 (New South Wales) or the Community
Land Development Act 1989 (New South Wales) or any equivalent
legislation in any other Australian jurisdiction.

Lender’s Mortgage
Insurance Contract

means, in relation to a Receivable, a contract of insurance under which a
Mortgage Insurer insures the Issuer (or which has been assigned or
novated to the Issuer) against the non-payment by a Debtor of amounts
owing in respect of that Receivable.

Lending Procedures

means, from time to time, the then current policies and procedures of the
Originator in relation to the origination of Receivables.

Line of Credit Loan

means a Receivable which is designated by the Manager as a “line of
credit loan” in accordance with the Lending Procedures.

Liquidity Advance

has the meaning given to it in Section 12.8 (“The Liquidity Facility
Agreement”).

Liquidity Collateral

has the meaning given to it in Section 12.8 (“The Liquidity Facility
Agreement”).

Liquidity Collateral
Account

has the meaning given to it in Section 12.8 (“The Liquidity Facility
Agreement”).

Liquidity Collateral
Account Balance

has the meaning given to it in Section 12.8 (“The Liquidity Facility
Agreement”).

Liquidity Draw

has the meaning given to it in Section 11.9 (“Liquidity Draw”).
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Liquidity Facility

means the facility granted to the Issuer pursuant to the Liquidity Facility
Agreement.

Liquidity Facility
Agreement

means:
(a)

the agreement entitled “AFG 2018-1 Trust – Series 2018-1
Liquidity Facility Agreement” dated 25 June 2018 between the
Issuer, the Manager and NAB; and

(b)

any other agreement which the Issuer and the Manager agree is a
“Liquidity Facility Agreement” and a Transaction Document in
respect of the Series and in respect of which a Rating Notification
has been given.

Liquidity Facility
Provider

means the person specified as such in Section 2.1 (“Summary –
Transaction Parties”).

Liquidity Facility
Termination Date

has the meaning given to it in Section 12.8 (“The Liquidity Facility
Agreement”).

Liquidity Interest Period

has the meaning given to it in Section 12.8 (“The Liquidity Facility
Agreement”).

Liquidity Interest Rate

has the meaning given to it in Section 12.8 (“The Liquidity Facility
Agreement”).

Liquidity Limit

means at any time the lesser of:
(a)

Liquidity Principal
Outstanding

Liquidity Shortfall

the amount equal to the greater of:
(i)

A$350,000; and

(ii)

1.00% of the aggregate Invested Amount of all of the
Notes at that time;

(b)

the amount agreed from time to time by the Liquidity Facility
Provider and the Manager and in respect of which a Rating
Notification has been given; or

(c)

the amount (if any) to which the Liquidity Limit has been reduced at
that time in accordance with the Liquidity Facility Agreement by the
Issuer (at the direction of the Manager); or

(d)

the Performing Mortgage Loans Amount at that time.

means, at any time, an amount equal to:
(a)

the aggregate of all Liquidity Advances made prior to that time
(including any interest capitalised under the Liquidity Facility
Agreement); less

(b)

any repayments or prepayments of all such Liquidity Advances
made by the Issuer on or before that time.

means, on a Determination Date, the amount (if positive) equal to:
A-B
where:

36869138_7

A=

the Required Payments payable on the immediately following
Payment Date; and

B=

the aggregate of the Available Income on the Determination Date.
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If this calculation is negative, the Liquidity Shortfall is equal to zero.
Loan Agreement

means the document or documents which evidence the obligation of a
Debtor to repay amounts owing under a Receivable and to comply with the
other terms of that Receivable.

Losses

means, for a Collection Period, the aggregate losses (as determined by the
Manager) for all Series Receivables which arise during that Collection
Period after all enforcement action has been taken by the Servicer (in
accordance with the Servicing Deed) in respect of any Series Receivables
and after taking into account:
(a)

all proceeds received as a consequence of enforcement under any
Series Receivables (less the relevant Enforcement Expenses); and

(b)

any payments received from the Manager, the Servicer or any
other person for a breach of its obligations under the Transaction
Documents,

and “Loss” has a corresponding meaning.
LVR

means, at any time in relation to a Receivable, the ratio of:
(a)

in the case of Receivable which is not a Line of Credit Loan, the
Outstanding Balance of that Receivable at that time; or

(b)

in the case of a Receivable which is a Line of Credit Loan, the
approved credit limit of that Receivable at that time,

to the value of the Land at the date the Receivable was settled, or the date
of the last valuation report from an Approved Valuer (whichever is the most
recent at the relevant time).
Management Deed

means the document entitled “AFG Trusts Master Management Deed”
dated 29 October 2010 between the Issuer and the Manager.

Manager

means, any person appointed as such in accordance with the Management
Deed. The initial Manager is specified in Section 2.1 (“Summary –
Transaction Parties”).

Manager Termination
Event

has the meaning given to it in Section 12.5 (“Management Deed”).

Margin

in respect of a Note, has the meaning given to it in the Conditions.

Master Definitions
Schedule

means the document entitled “AFG Trusts Master Definitions Schedule”
dated 29 October 2010 between the Issuer and the Manager (as amended
from time to time).

Master Trust Deed

means the document entitled “AFG Trusts Master Trust and Security Trust
Deed” dated 29 October 2010 between the Issuer, the Manager and the
Security Trustee (as amended from time to time).

Material Adverse Effect

in relation to the Liquidity Facility Provider, means a material and adverse
effect on the amount of any payment or repayment of any interest,
Availability Fee, Liquidity Advances or Collateral Advances to the Liquidity
Facility Provider or the timing of any such payment or repayment.

Material Adverse
Payment Effect

means an event or circumstance which will, or is likely to have, a material
and adverse effect on the amount of any payment of the Senior Obligations
or the timing of any such payment.
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Maturity Date

means the Payment Date in January 2050.

Meetings Provisions

means the provisions relating to meetings of Secured Creditors set out in
schedule 6 of the Master Trust Deed.

Mortgage

means, in respect of a Receivable, each registered mortgage over Land
and the Improvements on it, securing, amongst other things, payment of
interest and the repayment of principal in respect of the Receivable.

Mortgage Insurers

See Section 2.1 (“Summary – Transaction Parties”).

NAB

means National Australia Bank Limited (ABN 12 004 044 937).

National Consumer
Credit Protection Laws

means each of:
(a)

the National Consumer Credit Protection Act 2009 (Cth), including
the National Credit Code that comprises Schedule 1 to that Act;

(b)

the National Consumer Credit Protection (Fees) Act 2009 (Cth);

(c)

the National Consumer Credit Protection (Transitional and
Consequential Provisions) Act 2009 (Cth);

(d)

any acts or regulations enacted in connection with any of the acts
set out in paragraphs (a) to (c) above; and

(e)

Division 2 of Part 2 of the Australian Securities and Investment
Commission Act 2001 (Cth), so far as it relates to obligations in
respect of an Australian Credit Licence issued under the NCCP or
registration as a registered person under the Transitional Act.

NCCP

means the National Consumer Credit Protection Act 2009 (Cth).

Note Deed Poll

means the deed entitled “AFG 2018-1 Trust Note Deed Poll – Series 20181” dated 25 June 2018 signed by the Issuer.

Noteholder

means, for a Note, each person whose name is entered in the Register for
the Series as the holder of that Note.

Notes

means the Class A1 Notes, the Class A2 Notes, the Redraw Notes, the
Class A3 Notes, the Class AB Notes, the Class B Notes, the Class C
Notes, the Class D Notes, the Class E Notes and the Class F Notes, or any
of them as the context requires.

Notice of Creation of
Security Trust

means the document entitled “Notice of Creation of Security Trust - AFG
2018-1 Trust – Series 2018-1 Security Trust” dated 24 May 2018 signed by
the Security Trustee.

Notice of Creation of
Trust

means the document entitled “Notice of Creation of Trust – AFG 2018-1
Trust” dated 24 May 2018 signed by the Issuer.

Offered Notes

means the Class A1 Notes, the Class A2 Notes, the Class A3 Notes, the
Class AB Notes, the Class B Notes, the Class C Notes, the Class D Notes
and the Class E Notes.

Originator

means AFGS.

Other Income

means, in respect of a Collection Period, any miscellaneous income (other
than income earned on Authorised Investments) or other amounts (deemed
by the Manager to be in the nature of income or interest) received by or on
behalf of the Issuer during that Collection Period, other than any interest
credited to the Extraordinary Expense Reserve and which is to be paid to
the Extraordinary Expense Lender in accordance with Section 11.10
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(“Extraordinary Expense Reserve Draw”).
Other Series

means any “Series” (as defined in the Master Definitions Schedule) relating
to the Trust other than the Series.

Other Trust

means any “Trust” (as defined in the Master Definitions Schedule) other
than the Trust.

Outstanding Balance

means, at any time in respect of a Series Receivable, the outstanding
principal amount of that Series Receivable (including any interest and fees
which have been capitalised under that Series Receivable).

Payment Date

means the 10th day of each month, subject to the Business Day
Convention, provided that the first Payment Date will be in August 2018.

Penalty Payment

means:
(a)

any civil or criminal penalty incurred by the Issuer under the
National Consumer Credit Protection Laws or the Consumer Credit
Code;

(b)

any money ordered by a court or other judicial, regulatory or
administrative body or any other body which may bind the Issuer to
be paid by the Issuer in relation to any claim against the Issuer
under the National Consumer Credit Protection Laws or the
Consumer Credit Code (as applicable); or

(c)

a payment by the Issuer in settlement of a liability or alleged
liability under the National Consumer Credit Protection Laws or the
Consumer Credit Code,

and includes any legal costs and expenses incurred by the Issuer or which
the Issuer is ordered by a court or other judicial body to pay (in each case
charged at the usual commercial rates of the relevant legal services
provider) in connection with paragraphs (a) to (c) above.
Performing Mortgage
Loans Amount

means, at any time, the Outstanding Balance of the Series Receivables in
relation to which no default in payment of any amount due has continued
for a period of 90 days or more as at the last day of the immediately
preceding Collection Period.

Permitted Encumbrance

means:

PPSA
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(a)

the security interest created under the General Security Deed;

(b)

any Encumbrance arising under any other Transaction Document
or which is expressly permitted by any Transaction Document; or

(c)

any Encumbrance which the Security Trustee consents to (at the
direction of an Extraordinary Resolution of the Voting Secured
Creditors).

means:
(a)

the Personal Property Security Act 2009 (Cth) (“PPS Act”);

(b)

any regulation made at any time under the PPS Act;

(c)

any provision of the PPS Act or regulation referred to in paragraph
(b) above;

(d)

any amendment made at any time to any of the above; or
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(e)

any amendment made at any time to any other legislation as a
consequence of the PPSA referred to in paragraphs (a) to (d)
above.

Prepayment Costs

means any amount payable by a Debtor in respect of a Series Receivable
as a result of the Debtor prepaying any amount in respect of that Series
Receivable.

Principal Draw

has the meaning given to it in Section 11.8 (“Principal Draw”).

Property

means property, in any form, which is the subject of a Related Security.

Purchase Price

means, in respect of any assets which are to be Reallocated, the amount
which is specified as such in the relevant Reallocation Notice.

Rating Agencies

means each of S&P and Fitch.

Rating Notification

in relation to an event or circumstance means that the Manager has
confirmed in writing to the Issuer and the Security Trustee that it has
notified each Rating Agency of the event or a circumstance and that the
Manager is satisfied that the event or circumstance is unlikely to result in an
Adverse Rating Effect in respect of the Series.

Reallocation

means reallocation of Trust Assets from one trust to a different trust with
the same trustee in accordance with the Master Trust Deed.

Reallocation Date

means, in respect of a Reallocation, the date specified as such in the
relevant Reallocation Notice.

Reallocation Notice

means a completed notice in or substantially in the form set out in schedule
7 to the Master Trust Deed.

Receivable

means a Housing Loan and any Related Security in respect of such
Housing Loan.

Recoveries

means amounts received from or on behalf of Debtors or under any
Related Security in respect of Receivables that were previously the subject
of a Loss.

Receiver

means, in respect of the Series, a person or persons appointed under or by
virtue of the General Security Deed as receiver or receiver and manager.

Redemption Amount

means, on any day in respect of a Note an amount equal to the aggregate
of:
(a)

the Invested Amount of that Note (or the Stated Amount of that
Note, if approved by an Extraordinary Resolution of the
Noteholders of that Class of Notes); and

(b)

all accrued and unpaid interest in respect of that Note,

on that day.
Redraw

means, in relation to a Receivable, any advance to the relevant Debtor after
the settlement date of that Receivable which does not result in an increase
in the Scheduled Balance of that Receivable.

Redraw Note

means a Note issued pursuant to Section 5.8 (“Redraws and Further
Advances”) and the Note Deed Poll and which is designated as a “Redraw
Note”.

Redraw Noteholder

means a Noteholder of a Redraw Note.
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Redraw Note Limit

means, at any time, 1% of the aggregate Invested Amount of the Notes.

Redraw Reserve
Account

means the ledger account in the Collection Account designated as such
and established and maintained by the Manager as described in Section
5.8 (“Redraws and Further Advances”).

Redraw Shortfall

has the meaning set out in Section 5.8 (“Redraws and Further Advances”).

Redraw Trigger

means the Notes are not redeemed in full in accordance with condition 8.2
(“Redemption of Notes – Call Option”) of the Conditions on the first Date
Based Call Option Date.

Register

means, the register of Noteholders maintained for the Series by the Issuer
pursuant to the Master Trust Deed.

Registrar

means the Issuer such other person appointed by the Issuer to maintain the
Register for the Series.

Related Entity

of an entity means another entity which is related to the first within the
meaning of section 50 of the Corporations Act.

Related Security

means, in respect of a Receivable, any Encumbrance which secures or
otherwise provides for the repayment or payment of amounts owing under
the Receivable.

Relevant Party

means each party to a Transaction Document.

Required Credit Rating

means in respect of:
(a)

(b)

S&P:
(i)

for debt securities with remaining maturities at the time of
purchase of less than or equal to 60 days, a short term
credit rating by S&P of A-1;

(ii)

for debt securities with remaining maturities at the time of
purchase of more than 60 days, but less than or equal to
365 days, a short term credit rating by S&P of A-1+; and

Fitch:
(i)

for debt securities with remaining maturities at the time of
purchase of less than or equal to 30 days, a short term
credit rating by Fitch of F1 or a long term credit rating by
Fitch of A;

(ii)

for debt securities with remaining maturities at the time of
purchase of more than 30 days but less than or equal to
365 days, a short term credit rating by Fitch of F1+ or a
long term credit rating by Fitch of AA-,

or such other credit ratings by the relevant Rating Agency as may be
notified by the Manager to the Issuer from time to time provided that a
Rating Notification is given in respect of such other credit ratings
Required Liquidity
Rating
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means:
(a)

in the case of S&P:
(i)

a long term rating equal to or higher than BBB+; or

(ii)

a long term rating equal to or higher than BBB, together
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with a short term rating equal to or higher than A-2; or
(iii)

(b)

a short term rating equal to or higher than A-2 (if the
Liquidity Facility Provider does not have any long term
rating from S&P); and

in the case of Fitch, a short term credit rating equal to or higher
than F1 or a long term credit rating equal to or higher than A,

or such other credit rating or ratings by the Rating Agencies as may be
agreed by the Manager and the Liquidity Facility Provider from time to time
(and notified in writing by the Manager to the Issuer) provided that the
Manager has delivered to the Issuer a Rating Notification in respect of such
other credit rating or ratings.
Required Payments

means, in respect of a Payment Date:
(a)

if the Stated Amount of the Class E Notes is equal to or less than
95% of the Invested Amount of the Class E Notes, the aggregate
of payments payable on that Payment Date in accordance with
Section 11.12(a) to 11.12(m) (“Application of Total Available
Income (prior to an Event of Default and enforcement of the
General Security Deed)”);

(b)

if the Stated Amount of the Class D Notes is equal to or less than
95% of the Invested Amount of the Class D Notes, the aggregate
of payments payable on that Payment Date in accordance with
Section 11.12(a) to 11.12(l) (“Application of Total Available Income
(prior to an Event of Default and enforcement of the General
Security Deed)”);

(c)

if the Stated Amount of the Class C Notes is equal to or less than
95% of the Invested Amount of the Class C Notes, the aggregate
of payments payable on that Payment Date in accordance with
Section 11.12(a) to 11.12(k) (“Application of Total Available Income
(prior to an Event of Default and enforcement of the General
Security Deed)”);

(d)

if the Stated Amount of the Class B Notes is equal to or less than
95% of the Invested Amount of the Class B Notes, the aggregate
of payments payable on that Payment Date in accordance with
Section 11.12(a) to 11.12(i) (“Application of Total Available Income
(prior to an Event of Default and enforcement of the General
Security Deed)”); and

(e)

in all other circumstances, the aggregate of payments payable on
that Payment Date in accordance with Section 11.12(a) to 11.12(n)
(“Application of Total Available Income (prior to an Event of Default
and enforcement of the General Security Deed)”).

Residual Capital Unit

means, with respect to the Trust, a unit in that Trust which is designated as
a “Residual Capital Unit” in the Register of Unitholders for the Trust.

Residual Capital
Unitholder

means, with respect to the Trust, a person registered as the holder of a
Residual Capital Unit in the Trust.

Residual Income Unit

means, in respect of the Trust, a unit in the Trust which is designated as a
“Residual Income Unit” in the Register of Unitholders for the Trust.

Residual Income
Unitholder

means, in respect of the Trust, a person registered as the holder of a
Residual Income Unit in the Trust.
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S&P

means S&P Global Ratings Australia) Pty Ltd (ABN 62 007 324 852),
trading as “S&P Global Ratings”.

Scheduled Balance

means, at any time, the scheduled amortising balance of a Receivable
calculated in accordance with the terms of that Receivable on its settlement
date.

Secured Creditor

means:

Secured Money

(b)

the Security Trustee (for its own account);

(c)

the Manager;

(d)

each Noteholder;

(e)

each Counterparty;

(f)

the Liquidity Facility Provider;

(g)

the Servicer; and

(h)

the Issuer (for its own account).

in respect of the Series, means all money which:
at any time;
for any reason or circumstance in connection with the Transaction
Documents for the Series (including any transaction in connection with
them);
whether at law or otherwise (including liquidated or unliquidated damages
for default or breach of any obligation); and
whether or not of a type within the contemplation of the parties at the date
of the General Security Deed:
(a)

the Issuer is or may become actually or contingently liable to pay
any Secured Creditor of the Series; or

(b)

any Secured Creditor of the Series has advanced or paid on the
Issuer’s behalf or at the Issuer’s express or implied request; or

(c)

any Secured Creditor of the Series is liable to pay by reason of any
act or omission on the Issuer’s part, or that any Secured Creditor of
the Series has paid or advanced in protecting or maintaining the
Collateral or any security interest in the General Security Deed
following an act or omission on the Issuer’s part; or

(d)

the Issuer would have been liable to pay any Secured Creditor of
the Series but the amount remains unpaid by reason of the Issuer
being Insolvent.

This definition applies:
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(i)

irrespective of the capacity in which the Issuer or the
Secured Creditor of the Series became entitled to, or liable
in respect of, the amount concerned;

(ii)

whether the Issuer or the Secured Creditor of the Series is
liable as principal debtor, as surety, or otherwise;

(iii)

whether the Issuer is liable alone, or together with another
person;
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(iv)

even if the Issuer owes an amount or obligation to the
Secured Creditor of the Series because it was assigned to
the Secured Creditor, whether or not:
(A)

the assignment was before, at the same time as,
or after the date of the General Security Deed; or

(B)

the Issuer consented to or was aware of the
assignment; or

(C)
(v)

(vi)

the assigned obligation was secured before the
assignment;
even if the General Security Deed was assigned to the
Secured Creditor of the Series, whether or not:
(A)

the Issuer consented to or was aware of
the assignment; or

(B)

any of the Secured Money was previously
unsecured;

whether or not the Issuer has a right of indemnity from the
Series Assets.

Security Trust

means the trust known as the “AFG 2018-1 Trust – Series 2018-1 Security
Trust” established under the Master Trust Deed and the Notice of Creation
of Security Trust.

Security Trustee

such person who is, from time to time, acting as Security Trustee pursuant
to the Transaction Documents. The initial Security Trustee is specified in
Section 2.1 (“Summary – Transaction Parties”).

Senior Obligations

means the obligations of the Issuer:
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(a)

in respect of the Class A1 Notes, the Class A2 Notes and the
Redraw Notes and any obligations ranking equally or senior to the
Class A1 Notes, the Class A2 Notes and the Redraw Notes (as
determined in accordance with the order of priority set out in
Section 11.12 (“Application of Total Available Income (prior to an
Event of Default and enforcement of the General Security Deed)”),
at any time while the Class A1 Notes, the Class A2 Notes or the
Redraw Notes are outstanding; and

(b)

in respect of the Class A3 Notes and any obligations ranking
equally or senior to the Class A3 Notes (as determined in
accordance with the order of priority set out in Section 11.12
(“Application of Total Available Income (prior to an Event of Default
and enforcement of the General Security Deed)”), at any time while
the Class A3 Notes are outstanding but no Class A1 Notes, Class
A2 Notes or Redraw Notes are outstanding; and

(c)

in respect of the Class AB Notes and any obligations ranking
equally or senior to the Class AB Notes (as determined in
accordance with the order of priority set out in Section 11.12
(“Application of Total Available Income (prior to an Event of Default
and enforcement of the General Security Deed)”), at any time while
the Class AB Notes are outstanding but no Class A1 Notes, Class
A2 Notes, Redraw Notes or Class A3 Notes are outstanding; and

(d)

in respect of the Class B Notes and any obligations ranking equally
or senior to the Class B Notes (as determined in accordance with
the order of priority set out in Section 11.12 (“Application of Total
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Available Income (prior to an Event of Default and enforcement of
the General Security Deed)”), at any time while the Class B Notes
are outstanding but no Class A1 Notes, Class A2 Notes, Redraw
Notes, Class A3 Notes or Class AB Notes are outstanding; and
(e)

in respect of the Class C Notes and any obligations ranking equally
or senior to the Class C Notes (as determined in accordance with
the order of priority set out in Section 11.12 (“Application of Total
Available Income (prior to an Event of Default and enforcement of
the General Security Deed)”), at any time while the Class C Notes
are outstanding but no Class A1 Notes, Class A2 Notes, Redraw
Notes, Class A3 Notes, Class AB Notes or Class B Notes are
outstanding; and

(f)

in respect of the Class D Notes and any obligations ranking equally
or senior to the Class D Notes (as determined in accordance with
the order of priority set out in Section 11.12 (“Application of Total
Available Income (prior to an Event of Default and enforcement of
the General Security Deed)”), at any time while the Class D Notes
are outstanding but no Class A1 Notes, Class A2 Notes, Redraw
Notes, Class A3 Notes, Class AB Notes, Class B Notes or Class C
Notes are outstanding; and

(g)

in respect of the Class E Notes and any obligations ranking equally
or senior to the Class E Notes (as determined in accordance with
the order of priority set out in Section 11.12 (“Application of Total
Available Income (prior to an Event of Default and enforcement of
the General Security Deed)”), at any time while the Class E Notes
are outstanding but no Class A1 Notes, Class A2 Notes, Redraw
Notes, Class A3 Notes, Class AB Notes, Class B Notes, Class C
Notes or Class D Notes are outstanding; and

(h)

in respect of the Class F Notes and any obligations ranking equally
or senior to the Class F Notes (as determined in accordance with
the order of priority set out in Section 11.12 (“Application of Total
Available Income (prior to an Event of Default and enforcement of
the General Security Deed)”), at any time while the Class F Notes
are outstanding but no Class A1 Notes, Class A2 Notes, Redraw
Notes, Class A3 Notes, Class AB Notes, Class B Notes, Class C
Notes, Class D Notes or Class E Notes are outstanding; and

(i)

under the Transaction Documents generally, at any time while no
Notes are outstanding.

Series

means the series relating to the Trust which is known as Series 2018-1.

Series Assets

means the Assets in respect of the Series.

Series Business

has the meaning given to it in Section 12.2 (“General Features of the
Trust”).

Series Expenses

means all costs, charges and expenses incurred by the Issuer in
connection with the Series and under the Transaction Documents and any
other amounts for which the Issuer is entitled to be reimbursed or
indemnified out of the Series Assets (but excluding any amount of a type
otherwise referred to in Section 11.12 (“Application of Total Available
Income (prior to an Event of Default and enforcement of the General
Security Deed)”) or Section 11.5 (“Application of Total Available Principal
(prior to an Event of Default and enforcement of the General Security
Deed)”).
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Series Receivable

means, at any time, a Receivable which is then, or is then to immediately to
become, a Series Asset of the Series.

Servicer

means, any person appointed as such in accordance with the Servicing
Deed. The initial Servicer is specified in Section 2.1 (“Summary –
Transaction Parties”).

Servicer Termination
Event

has the meaning given to it in Section 12.6 (“The Servicing Deed”).

Servicing Deed

means the deed entitled “ AFG Trusts Master Servicer Deed” dated 29
October 2010 between, the Issuer, the Manager and the Servicer.

Servicing Procedures

means, from time to time, the then current policies and procedures of the
Servicer in relation to the servicing of Receivables.

Standby Servicer

see Section 2.1 (“Summary – Transaction Parties”).

Standby Servicing Deed

means the deed entitled “Standby Servicing Deed AFG Trusts” dated 2
August 2012 between the Manager, the Servicer, the Standby Servicer and
the Issuer.

Stated Amount

means, at any time in relation to a Note, an amount equal to:
(a)

the Invested Amount of that Note; less

(b)

the amount of any Charge-Offs to be allocated to that Note under
Section 11.15 (“Allocation of Charge-Offs”) prior to that time which
have not been reimbursed on or before that time under Section
11.16 (“Re-instatement of Carryover Charge-Offs”).

Step-Down Conditions

has the meaning given to it in Section 2.2 (“Summary – Transaction”).

Step-up Margin

in respect of a Class A1 Note, a Class A2 Note, a Class A3 Note or a Class
AB Note, means 0.25% per annum.

Step-Up Margin Date

means the first day of the Interest Period ending immediately after the first
Call Option Date.

Subordinated Note
Percentage

means, on any day, the amount (expressed as a percentage) equal to:

A
B
where:
A=

the aggregate Invested Amount of the Class A3 Notes, the Class
AB Notes, the Class B Notes, the Class C Notes, the Class D
Notes, the Class E Notes and the Class F Notes on that day; and

B=

the aggregate Invested Amount of all outstanding Notes on that day.

Tax Account

means an account with an Eligible Bank established in the name of the
Issuer in accordance with Section 11.21 (“Tax Account”).

Tax Amount

means, in respect of a Payment Date, the amount (if any) of Tax that the
Manager reasonably determines will be payable in the future by the Issuer
in respect of the Trust and which accrued during the immediately preceding
Collection Period.

Tax Shortfall

means, in respect of a Payment Date, the amount (if any) determined by
the Manager to be the shortfall between the aggregate Tax Amounts
determined by the Manager in respect of previous Payment Dates and the
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amounts set aside and retained in the Tax Account on previous Payment
Dates.
Tax

includes any levy, charge, impost, fee, deduction, stamp duty, financial
institutions duty, bank account debit tax or other tax of any nature payable,
imposed, levied, collected, withheld or assessed by any Governmental
Agency and includes any interest, expenses, fine penalty or other charge
payable or claimed in respect thereof but does not include any tax on
overall net personal income of the Issuer and Taxes and Taxation shall be
construed accordingly.

Termination Event

in respect of a Derivative Contract, has the meaning given to it in that
Derivative Contract.

Threshold Rate

means, in respect of a Determination Date and the immediately following
Payment Date, the aggregate of:

Threshold Rate Subsidy

(a)

the weighted average rate required to be paid on all the Series
Receivables (taking into account the amounts received under fixed
rate Series Receivables (if any) and any corresponding Derivative
Contract) such that the Issuer will have sufficient funds available to
it to at least meet the Required Payments in full (assuming that all
parties comply with their obligations under the Transaction
Documents and the Series Receivables (excluding any Series
Receivables which have been written off) and taking into account
income on other investments) on that Payment Date; and

(b)

0.25% per annum.

means, on any day, the amount calculated as follows:
(A-B) x C x D
where:
A = the Threshold Rate as at that day;
B = the weighted average interest rate on the Series Receivables as at
that day (taking into account amounts received under fixed rate
Series Receivables (if any) and any corresponding Derivative
Contract);
C = the aggregate Outstanding Balance of all Series Receivables on that
day; and
D = the number of days in the period commencing on (and including) that
day and ending on (but excluding) the immediately following Payment
Date, divided by 365,
provided that if this calculation is negative, the Threshold Rate Subsidy will
be zero.

Title Documents
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in respect of a Receivable means the documents of title and other
supporting documents with respect to the relevant Housing Loan including,
without limitation:
(i)

the mortgage cover sheet and any schedule or annexure to it; and

(ii)

the Loan Agreement; and

(iii)

any guarantee in respect of the borrower’s obligations under the
Loan Agreement; and

(iv)

any acknowledgment that the obligations of the borrower under the
Loan Agreement or a guarantor under the guarantee are secured
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under the Housing Loan; and
(v)

the certificate of title or its equivalent (if issued) to the property over
which the Housing Loan is taken; and

(vi)

a copy of the solicitor’s certificate given in respect of the Housing
Loan; and

(vii)

if applicable, a copy of all Insurance Policies or evidence of the
currency or existence of such Insurance Policies required in relation
to the Housing Loan; and

(viii)

such other originals or copies of documents relating to the Housing
Loan as may have been entered into or prepared and which
evidence the obligations of the borrower, mortgagor or guarantor in
respect of the Housing Loan, or the interest of the Issuer in respect
of the Housing Loan; and

(ix)

such other documents as are agreed by the Security Trustee and the
Issuer to be title documents,

which are, or are to be, held by the Custodian.
Total Available Income

has the meaning given to it in Section 11.11 (“Determination of Total
Available Income”).

Total Available Principal

has the meaning given to it in Section 11.4 (“Determination of Total
Available Principal”).

Transaction Documents

means, in respect of the Series:
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(a)

the Master Trust Deed (insofar as it applies to the Series);

(b)

the Master Definitions Schedule (insofar as it applies to the
Series);

(c)

the Servicing Deed (insofar as it applies to the Series);

(d)

the Standby Servicing Deed (insofar as it applies to the Series);

(e)

the Management Deed (insofar as it applies to the Series);

(f)

the Notice of Creation of Trust;

(g)

the General Security Deed;

(h)

the Issue Supplement;

(i)

the Note Deed Poll;

(j)

the Conditions;

(k)

the Liquidity Facility Agreement;

(l)

any Derivative Contract in respect of the Series;

(m)

the Dealer Agreement; and

(n)

any other document which the Issuer and the Manager agree is a
“Transaction Document” for the purposes of the Issue Supplement
and the Series from time to time, provided that a Rating Notification
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is given in relation to the designation of that additional Transaction
Document.
Trust

means the AFG 2018-1 Trust.

Unitholder

means each of the Residual Capital Unitholder and the Residual Income
Unitholder.

Voting Secured
Creditors

means:
(a)

(b)

(c)

(d)

(e)
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for so long as any Class A1 Notes, Class A2 Notes or Redraw
Notes remain outstanding:
(i)

the Class A1 Noteholders, the Class A2 Noteholders and
the Redraw Noteholders; and

(ii)

any Secured Creditors ranking equally or senior to the
Class A1 Noteholders, the Class A2 Noteholders and the
Redraw Noteholders (as determined in accordance with
the order of priority set out in 11.18 (“Application of
proceeds following an Event of Default and enforcement
of the General Security Deed”));

if no Class A1 Notes, Class A2 Notes or Redraw Notes remain
outstanding and for so long as any Class A3 Notes remain
outstanding:
(i)

the Class A3 Noteholders; and

(ii)

any Secured Creditors ranking equally or senior to the
Class A3 Noteholders (as determined in accordance with
the order of priority set out in Section 11.18 (“Application
of proceeds following an Event of Default and
enforcement of the General Security Deed”));

if no Class A1 Notes, Class A2 Notes, Redraw Notes or Class A3
Notes remain outstanding and for so long as any Class AB Notes
remain outstanding:
(i)

the Class AB Noteholders; and

(ii)

any Secured Creditors ranking equally or senior to the
Class AB Noteholders (as determined in accordance with
the order of priority set out in Section 11.18 (“Application
of proceeds following an Event of Default and
enforcement of the General Security Deed”));

if no Class A1 Notes, Class A2 Notes, Redraw Notes, Class A3
Notes or Class AB Notes remain outstanding and for so long as
any Class B Notes remain outstanding:
(i)

the Class B Noteholders; and

(ii)

any Secured Creditors ranking equally or senior to the
Class B Noteholders (as determined in accordance with
the order of priority set out in Section 11.18 (“Application
of proceeds following an Event of Default and
enforcement of the General Security Deed”));

if no Class A1 Notes, Class A2 Notes, Redraw Notes, Class A3
Notes, Class AB Notes or Class B Notes remain outstanding and

142

for so long as any Class C Notes remain outstanding:

(f)

(g)

(h)

(i)
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(i)

the Class C Noteholders; and

(ii)

any Secured Creditors ranking equally or senior to the
Class C Noteholders (as determined in accordance with
the order of priority set out in Section 11.18 (“Application
of proceeds following an Event of Default and
enforcement of the General Security Deed”));

if no Class A1 Notes, Class A2 Notes, Redraw Notes, Class A3
Notes, Class AB Notes, Class B Notes or Class C Notes remain
outstanding and for so long as any Class D Notes remain
outstanding:
(i)

the Class D Noteholders; and

(ii)

any Secured Creditors ranking equally or senior to the
Class D Noteholders (as determined in accordance with
the order of priority set out in Section 11.18 (“Application
of proceeds following an Event of Default and
enforcement of the General Security Deed”));

if no Class A1 Notes, Class A2 Notes, Redraw Notes, Class A3
Notes, Class AB Notes, Class B Notes, Class C Notes or Class D
Notes remain outstanding and for so long as any Class E Notes
remain outstanding:
(i)

the Class E Noteholders; and

(ii)

any Secured Creditors ranking equally or senior to the
Class E Noteholders (as determined in accordance with
the order of priority set out in Section 11.18 (“Application
of proceeds following an Event of Default and
enforcement of the General Security Deed”)); and

if no Class A1 Notes, Class A2 Notes, Redraw Notes, Class A3
Notes, Class AB Notes, Class B Notes, Class C Notes, Class D
Notes or Class E Notes remain outstanding and for so long as any
Class F Notes remain outstanding:
(i)

the Class F Noteholders; and

(ii)

any Secured Creditors ranking equally or senior to the
Class F Noteholders (as determined in accordance with
the order of priority set out in Section 11.18 (“Application
of proceeds following an Event of Default and
enforcement of the General Security Deed”)); and

if no Notes remain outstanding, the remaining Secured Creditors.
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