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Investment Manager: Payton Capital Ltd., Corporate 

Authorsed Representative of AFSL No. 284280  

Investment Structure: Unlisted managed investment 

scheme structured as a unit trust 

Wholesale/Retail: Wholesale 

Category: Select Investment Fund 

Inception: 5 March 2018 

Management Fee: Up to 3% of total amount 

advanced to a borrower, plus an additional 2% if the 

loan goes into default 

Performance Fee: Nil 

Target Rate:  

5%-14% p.a. (See Fund Structure) 

Trustee: Payton Capital Ltd., ACN 163 122 478 

Investment Objective: To provide investors with 
regular income and capital stability through 
investments in mortgage-backed loans with short 
durations.  

 Performance & Return 

Portfolio Characteristics as at 31 Mar 2022 
Net Return Capital Secure: 5%-7% p.a. 

Capital Stable: 6%-8% p.a. 
Balanced: 7%-9% p.a. 
Growth: 10%-12% p.a. 
High Yield: 12%-14% p.a.  

Aggregate Loan 
Balances 

$517m 

Senior Debt 
Allocations 

89% 

Junior Debt 
Allocations 

11% 

No. of Loans  150 

Weighted Average 
LVR 
  

 
63.82% (60%-80%)  

 Review Summary  

The Payton Select Investment Fund (‘PSIF’ or ‘the Fund’) is managed 

by Payton Capital Limited (‘Payton’ or ‘the Manager’), a funds 

management business. Founded in 1966, Payton restructured in 2010 

to become an investment manager, recognising the opportunity in 

Australian private real estate debt. 

 

Today, Payton specialises in the provision of wholesale debt to 

businesses and real estate developers, and attractive investment 

products for domestic and offshore wholesale investors, SMSFs, 

family offices and institutional investors. The Manager has funded 

over $1.5bn of loans and at 31 March 2022 had Funds Under 

Management (FUM) of $570M and Assets Under Management (AUM) 

of $758M.  Payton is forecasting to surpass $1bn in FUM over the 

next 6 months. 

 

PSIF invests in loans within the Commercial Real Estate (CRE) Debt 

sector, primarily focussed on residential property, but may also invest 

in loans secured by commercial, industrial or rural property. 

 

The majority of the current loan portfolio is Senior Debt (89%), with a 

smaller allocation of Junior Debt (11%). 

 

The aim of the PSIF is to provide a well-diversified portfolio of loans 

for investors to choose from, while exercising rigorous due diligence 

to mitigate and control downside risk.  

 

Investors have 5 investment categorisations within PSIF: Capital 

Secure, Capital Stable, Balanced, Growth and High Yield, each 

offering a different risk/reward profile.  

 

Since its inception in 2018, the Fund has delivered a weighted 

average return across its portfolio of 11%, with all 5 investment 

options’ returns remaining relatively stable over the period.  

 

 

 

 

 

 Investment Rating Report 

Foresight Investment Rating: STRONG 

Foresight Complexity Indicator: COMPLEX 
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 Foresight Investment Rating & Foresight 

Complexity Indicator 

A STRONG rating indicates a strong conviction that the 

Fund can deliver a risk-adjusted return in line with its 

investment objectives. The Investment Manager 

employs well-defined and rigorous processes. 

 

Designation as a COMPLEX product indicates that the underlying 

assets require specialist investment skills to acquire and monitor.  

The Fund is effectively illiquid, and investors should have a good 

understanding of the investment term and characteristics of the 

distributions expected from this type of fund. 

Fund Details 

Fund Name Payton Select Investment Fund 

Dominant Strategy 

Invests in a diversified portfolio of loans that earn a fixed rate of return over a fixed term. The 
loans are secured by first, second and subsequent mortgages on Australian commercial real 
estate, predominantly residential, metropolitan properties. The Fund may also invest, to a 
lesser extent, in loans secured by commercial, industrial or rural properties.  

Investment Structure 
Unlisted managed investment scheme (MIS) structured as a Unit Trust. Investors select their 
investment options, which are linked to loans and, accordingly, classes of units. The 
investment products are Capital Secure, Capital Stable, Balanced, Growth and High Yield. 

Investment Manager Payton Capital Ltd., ABN 13 163 122 478 

Trustee 
Payton Capital Ltd., ACN 163 122 478; Corporate Authorised Representative of ‘Payton Funds 
Management Pty Ltd.’, AFSL 284280 

Fund Inception 5 March 2018 

Domicile Australia 

Legal Form Unregistered MIS 

Geographic Mandate Australia 

Open The Fund is open to new commitments. 

Redemptions 

The investments offered to investors are for a fixed term, which is determined by the 
underlying loan term, unless Payton as Trustee of the Fund agrees to vary the term.  

 

Investors have the flexibility to select loan terms that suit their investment horizon and income 
needs. Typically, loan terms range between 3 months and 2 years unless otherwise disclosed 
in the Fund’s Supplementary Information Memorandum (SIM). 

Term 

The Fund is an open-ended unit trust;  

The term of an investment aligns with the loan maturity date as agreed by Payton and the 
Borrower at the time of the loan or by variation.  Term is typically between three (3) months 
and two (2) years unless otherwise disclosed in the SIM. 

Management Costs 

Trustee fee: 

• First Ranking Mortgages: Up to 2.0% p.a. of total loan amount advanced 

• Second and Subsequent Ranking Mortgages: Not exceeding 3.0% p.a. of the total loan 
amount advanced. 

 

The Trustee fee is calculated monthly and payable monthly in advance (unless otherwise 
disclosed in the Fund’s SIM). 

Performance fee Nil 

Target Return (net of fees) 
High Yield 12%-14% p.a., Growth 10%-12% p.a., Balanced 7%-9% p.a., Capital Stable 6%-8% 
p.a., Capital Secure 5%-7% p.a. 



PAYTON SELECT INVESTMENT FUND 

© Foresight Analytics www.foresight-analytics.com Page | 3 

Distributions 

Income distributions will be made within 3 business days after receipt of interest payments 
from the borrowers. 

 

The interest, less fees and other expenses, will be distributed to investors proportionally and 
on a monthly basis (unless otherwise disclosed in the SIM). Distributions will be paid to 
investors’ nominated bank accounts unless they have chosen to have their distributions 
reinvested in the Payton Pooled Investment Fund Cash-Plus option. 

Minimum Subscription AUD$100,000 

Maximum Subscription Unlimited (At the discretion of the Investment Manager) 

Liquidity 

 

 

As the investments are for a fixed term, which is linked to the term of the underlying loan, 
liquidity of the investments relies on the repayment of the loan by the Borrower.  Accordingly, 
borrower defaults constitute the main sources of liquidity risk for the Fund.  

Exit Fee Nil 

PRIMARY CONTACT 

Primary Contact - Name and 
Title 

Head of Investor Services, Craig Schloeffel 

Email Address invest@payton.com.au 

Telephone Number 1300 330 283 

Address Level 27, 60 City Road, Southbank, Victoria 3006 

Website payton.com.au 

 

 Investment Profile 

HISTORY/BACKGROUND 

Payton is a privately held Australian fund manager that specialises in 

• the origination and management of loans secured by registered mortgages on Australian commercial real estate; and  

• the delivery of premium, risk-adjusted investment products for domestic and offshore wholesale investors. 

 

Founded in 1966, Payton began as an accounting practice and finance broking business. Recognising the opportunity in Australian 

commercial real estate debt, in 2010, Payton restructured to become an investment manager. Due to the continued growth in this 

sector, Payton launched its first contributory mortgage fund, the Payton Select Investment Fund, in 2018. 

 

Based in Melbourne and Sydney, Payton works with a national network of property and investor clients and presently has active 

involvement in transactions across the eastern seaboard of Australia. Since becoming a Fund Manager, Payton has funded over 

$1.5bn in developments. Payton Funds Management Pty. Ltd. (‘PFM’) is the arranger of the Fund and a wholly-owned subsidiary of 

Payton Capital Ltd. (‘Payton’). In its role as the trustee of the Fund, Payton oversees the operations to ensure that assets are 

managed and dealt with in accordance with the Trust Deed, the PSIF Information Memorandum, and the Corporations Act. PFM 

holds Australian Financial Services License number 284280 issued by the Australian Securities and Investments Commission. 

 

 

Payton commenced its involvement in commercial real estate debt in 2010, successfully arranging direct mortgage investments for 

its investors. In March 2018, the PSIF was launched, which to date has invested over $1.5bn in commercial real estate loans. The 

Fund offers investors the opportunity to select their specific loan investments and build their own portfolio, with investment 
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opportunities spanning the capital stack from First Mortgage to Mezzanine Finance. Since its inception, the Fund has delivered a 

weighted average return across its portfolio of 11%, with all 5 investment options’ returns remaining relatively stable over the period. 

 

The Fund is an unregistered Australian managed investment scheme structured as a unit trust. The Fund is not registered with ASIC 

under the Corporations Act as it only raises money from wholesale investors. Payton Capital Ltd. is the Investment Manager of the 

Fund. The Fund is targeted at domestic and offshore investors seeking a competitive return on investment with regular income 

distributions. Suitable investors are likely to include self-managed superannuation funds, individuals, family offices, charitable trusts 

or companies. Only sophisticated and wholesale investors may invest in the Fund pursuant to the Corporations Act.  

 

OBJECTIVE 

To provide investors with regular income and capital stability through a selection of investments into mortgage-backed loans with a 

short duration. Payton benchmarks the investment categories to a percentage yield above the RBA Cash Rate, relative to the 

underlying risk of the investment. 

 

FUNDS UNDER MANAGEMENT 

As of 31 March 2022, the Fund had $517 million FUM and $704 million AUM. Payton had a total of $570 million FUM, which includes 

funds held it its Pooled Investment Fund.  

 

Payton expects to surpass $1bn in FUM over the next 6 months.  

INVESTMENT UNIVERSE 

The depth and breadth of Australian commercial real estate loan opportunities span the entire life cycle of real estate: unzoned land, 

zoned land, development application approved land (received a permit for development), development and construction, and 

completed buildings.  

 

Credit types include land loans, construction loans and investment loans. 

 

FEES 

Management Costs 

– Trustee Fee 

Trustee fee of up to 5% per annum of the total amounts  advanced to borrowers, not exceeding 2.0% 

p.a. for first ranking mortgages and not exceeding 3.0% p.a. for second and subsequent mortgages, 

plus an additional 2% if the loan goes into default. 

Management Costs 

– Investment 

Management Fee 

▪ Payton does not earn an Investment Manager Fee from the Fund.  

Performance Fee Nil 

Expense Recovery 

Payton will on-charge to the borrowers all costs relating to the ongoing management, discharge of 
mortgage or recovery of loan proceeds. If any of these out-of-pocket costs are not directly recoverable 
from the borrower (due to the borrower being in default), Payton is entitled to recover these costs out 
of the assets of the Fund at the time they are incurred or to accrue them and recover them from the 
proceeds of the sale of the security property. 

Transaction Costs There are no entry or exit fees. 

Origination and 

Amendment Fees  

Loan Origination and Amendment Fees are borne by the borrower. 

Loan establishment fee: Up to 2% (plus GST) of loan amount charged to the borrower 

Variation fee: $1,500 (plus GST) in the event that the borrower requests variation to the terms of a Loan 
and Payton agrees to the variation. 

Other Fees and 

Costs 

 

The following fees are also charged by Payton and borne by the Borrower: 

1. Project Control Group Fees 

2. Collection Fees; and  

3. Default Fees. 
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Cash fees: 

• The interest rate payable by the financial institution holding the Cash and Application Money. 
Payton retains any interest earned on Cash or Application Money. 

 

 Investment Philosophy 

The underlying investment philosophy for Payton is that the Australian commercial real estate market offers a significant and 

increasing opportunity for non-bank lenders to achieve strong, risk-adjusted returns. Upon undertaking extensive research over a 

period of time, Payton considers that the strong real estate market, coupled with its ability to actively and prudently manage 

investments, will lead to opportunities for investors to achieve such outcomes. 

 

Private lenders are in a good position to provide opportunities to borrowers compared to banks in this market. This is because they 

are well-placed to offer increased flexibility on leverage levels, pre-sales requirements, interest and credit terms, which indicates 

further expansion in the use of non-bank lenders. 

 

In addition, there has been a structural shift in global financial markets post the Global Financial Crisis (‘GFC’), the introduction of 

BASEL III and the Banking Royal Commission. As a result, Australian banks have taken steps to limit their exposure to commercial 

real estate debt in Australia, which has seen their appetite and ability to lend decrease. This has created a funding gap between 

borrowing demand and the ability of the banks to meet the demand in the market.  

 

Underpinning this funding gap are favourable real estate and investment conditions and continued market demand for debt. This is 

being driven by strong macro-economic fundamentals in the local real estate market. Factors that support this positive outlook for 

the Australian property market include the following: 

• steady population growth 

• strong Australian economy and GDP growth 

• low-interest-rate environment  

• attractive destination for global capital flows 

• property market that has demonstrated strength and resilience in most sectors and geographic locations 

 

The funding gap between what the banks offer and what the market demands, has led to substantial growth in the private lending 

space. The Australian private lending market currently accounts for an estimated 18% of the total commercial lending market 

(approximately $270bn). Internationally, this figure is considered low in comparison to the United States’ 45% private debt and 

Europe’s 30% private debt, resulting in a significant growth opportunity in the Australian private lending market. 

 

It is important to note that the risk profile of these lending opportunities has not materially changed. The banks’ diminished appetite 

is a result of the application of regulatory imperatives and conventional risk management practices relating to portfolio diversification. 

It is not necessarily a result of specific market concerns. This presents a significant and increasing opportunity for non-bank lenders 

to achieve strong risk-adjusted returns whilst maintaining the benefits of conservative lending ratios and bank-standard terms and 

conditions. 

 

Australian commercial real estate debt has historically been less volatile when compared with other investment classes, such as 

global equity markets, but still delivered strong returns. Furthermore, it offers investors an opportunity to gain exposure to the 

Australian real estate growing market without the cost of owning the assets. Investors are increasingly viewing this asset class as a 

secure and stable fixed interest investment to balance out their portfolios and provide a safe haven in times of volatility.  

 

Payton actively manages risk, and will continue to monitor developments in the economic climate with a view to achieving strong 

performance and preserving investor capital.  
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Fund Structure 

The PSIF is an unregistered MIS structured as a unit trust. Investors have the opportunity to select a range of investment options, 

each with different risk/return profiles, under a master trust deed.  

 

The Fund’s trust deed provides for different unit classes. Each loan approved by Payton is linked to a unit class in the Fund. 

 

Investment in the Fund will be linked to units according to the investment profile chosen by investors. The SIM issued to investors 

will contain the details of the specific investment opportunity being offered. Rights and obligations of each unit class are contained 

within the Fund’s IM and Trust Deed. In addition, the Investment Certificate contains confirmation that investors’ funds have been 

invested into a sub-class of units associated with a specific investment, and confirmation of the terms of that investment. 

The diagram below sets out the structure of the Fund: 

 
 

The Fund has 5 investment categorisations: 

1. Capital Secure – Improved property only 

2. Capital Stable – Improved property and vacant land 

3. Balanced – Active property construction and development sites 

4. Growth – Improved property only 

5. High Yield – Active property construction and unregistered securities 

 

The below table shows key features for each investment option: 

 Capital Secure Capital Stable Balanced Growth High Yield 

Security 
First mortgage 

on improved 

property 

First mortgage 

on improved 

property and 

vacant land 

First mortgage 

on 

development/ 

construction/ 

specialised site  

Second 

registered 

mortgage on 

improved 

property (non-

development) 

Second 

registered or 

unregistered  

mortgage on a 

construction site 

Maximum LVR 60% 65% 65% 75% 

Up to 80% ‘As if 

Complete’; or 

90% of Total 
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Development 

Cost 

Target Investor Return 5% - 7% p.a. 6% - 8% p.a. 7% - 9% p.a. 10% - 12% p.a. 12% - 14% p.a. 

Income Distributions Monthly Monthly Monthly Monthly 
Monthly or at 

Maturity 

Typical Term 6 – 12 months 6 – 12 months 3 – 18 months 3 – 12 months 6 – 18 months 

 

Investment Strategy 

Payton applies an investment strategy designed to deliver competitive returns whilst also actively managing risk and seeking to 

preserve investor capital. 

 

Whilst the Fund will predominantly invest in residential assets, it has the ability to lend on commercial, retail, industrial and rural 

assets. 

 

Strategic preference is given to well-located Victorian and NSW residential assets, leveraging Payton’s developer network in these 

states. The portfolio is supplemented with a select number of qualifying investments in other states. Loans generally have a term of 

3 - 24 months, and Payton targets opportunities with the following profiles: 

 

Indicative First & Second Mortgage Improved Property Loan 

Description First Mortgage Loan Second Mortgage Loan 

Purpose To provide working capital to borrowers or to refinance an existing facility. 

LVR Up to 65% Up to 75% 

Loan interest rate 8% - 10% p.a.  14% - 16% p.a. 

Facility size Up to $100m Up to $25m 

Target property profile 

• Well located and saleable property in eastern seaboard metropolitan areas or 

key regional locations 

• Ideally currently or potentially income-generating 

• Preference for non-owner-occupied properties 

Sponsor profile 
Borrowers who can demonstrate financial capacity to service the loan, and a viable 

exit strategy for repayment of the loan 

Security 

Registered first mortgage over the  

property, GSA, personal and corporate  

guarantees. 

Registered second mortgage over the  

property, GSA, personal and corporate  

guarantees. 

 

Indicative First & Second Mortgage Land Loan (Development Sites) 

Description First Mortgage Loan Second Mortgage Loan 

Purpose Finance to assist with the acquisition or refinance of land for development. 

LVR Up to 60% Up to 70% 

Loan interest rate 10% - 12% p.a.  14% - 16% p.a. 

Facility size Up to $25m Up to $10m 

Target property profile 

• Eastern seaboard assets, concentrating on metropolitan areas or key regional 

locations 

• Preference for land in Victoria, with augmented exposure to New South Wales 

and Queensland 

• ‘Shovel ready’ projects that have existing or pending (6-12 months) planning 

/development approvals 
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• Projects to include broadacre land subdivisions and built-form developments 

• Clear exit strategy – repayment via refinancing into a construction loan, or sale 

of the land 

Sponsor profile 

Borrowers with an appropriate track record demonstrating the capacity to deliver the  

project plan (financial capacity, project-specific expertise, experienced management 

team). 

Security 

Registered first mortgage over the 

property, GSA, personal and corporate 

guarantees. 

Registered second mortgage over the  

property, GSA, personal and corporate  

guarantees. Deed of Priority with First  

Mortgagee if appropriate. 

 

Indicative Construction Property Loan 

Description First Mortgage Loan Second Mortgage Loan 

Purpose 
Finance for construction of residential, commercial, or industrial development (built-form and broadacre 

land subdivision) on a progressive monthly-drawdown-cost-to-complete basis. 

LVR Up to 65% of NRV Up to 80% of NRV 

Loan interest 

rate 

8% - 10% p.a. interest plus 1.5% - 2.0% p.a. line 

fee, paying monthly 
16% - 20% p.a.  

Facility size Up to $100m Up to $20m 

Target property 

profile 

• In a residential context, preference for townhouses or low-to-medium density apartment buildings, 

with a bias for owner-occupier style developments 

• For broadacre land developments, ideally located in an urban growth corridor or areas with strong 

underlying demand 

• Preference for developments in Victoria and NSW 

• Sufficient pre-sales to demonstrate a residual LVR of <60% (1st) and <70% (2nd) 

Sponsor profile 
Borrowers with an appropriate track record demonstrating the capacity to deliver the  

project (financial capacity, project-specific expertise, experienced management team). 

Security 

Registered first mortgage security over property, 

GSA, personal and corporate guarantees. Multi-

party Deed between Payton, the borrower, and the 

builder / civil contractor. 

 

Attendance by Payton staff at regular project 

control group meetings. 

Registered first mortgage security over property, 

GSA, personal and corporate guarantees. Multi-

party Deed between Payton, the borrower, and the 

builder / civil contractor. 

 

Attendance by Payton staff at regular project 

control group meetings. 

 

*GSA means a General Security Agreement, which creates a security interest in all present and future assets of the borrower,  

and is registered on the Personal Property Securities Register maintained by the government. 

 

NRV = Net Realisable Value 

 

TDC = Total Development Cost 

 

Payton targets a balanced portfolio between construction and non-construction and a mix of first and second mortgages. It manages 

the concentration risk of single loans, as well as total aggregate exposures to borrowers.  
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The key strategies for diversifying and mitigating risk are below: 

 

Sponsor 

Exposure 

Exposure to any single sponsor will constitute no more than 20% of the committed capital of the Fund, 

calculated as a percentage of the Fund’s total assets under management as of the date the Investment 

Committee approves the loan. 

Loan Profile • Loans will generally have a term of 3-24 months. 

• LVR ratio will always be equal to or less than the following limits (excluding GST), unless otherwise 

disclosed in the SIM: 

o 65% for registered first mortgages 

o 75% for registered second or subsequent mortgages on improved properties 

o 80% of net realisable value, or 90% of total development cost on a registered 

construction or development loans 

• Clearly defined and realistic exit strategy (repayment via refinancing into another loan, or sale of 

the security). 

• Diversified portfolio of investments, which have a low correlation to each other, to mitigate risk 

• Active management and monitoring of development and construction loans. This includes 

representation at regular (usually monthly) PCG meetings. 

Property Type Predominantly residential properties, but also includes commercial, retail, industrial and rural properties. 

 

As of 31 March 2022, the loan portfolio is 

• Heavily weighted towards first mortgages (92%) and residential properties (90%); and  

• Relatively evenly spread between construction (53%) and non-construction (47%) 

Location • Victoria – 79% 

• NSW – 21% 

 

Further geographical diversification is being pursued through the opening of the Brisbane office (expected 

to be January 2023). 

 Investment Process 

Payton’s investment process is targeted at selecting those loans that provide the best risk-adjusted returns, with minimal risk of loss. 

The Payton team is highly experienced and well resourced, with robust documented processes. In addition, Payton will only 

facilitate/offer loans to companies and industries that uphold and adhere to the following standards and values: 

• Financial best practice 

• Social responsibility 

• Environmental care 

 

Payton is in the process of developing its formal ESG policy and plans to roll this out at the beginning of FY23. 

 

The Fund employs a ‘top-down’ approach by continuously researching the CRE debt market overall, which is supported by ‘bottom-

up’ research into macroeconomic changes and how they are affecting particular real estate segments. This underlying research is 

shared with the in-house risk team, and the resulting information supports the loan origination team, who then apply detailed due 

diligence on the borrower, the development proposal, and the deal structure.  
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The process follows the following steps: 

 

 
 

DEAL ORIGINATION 

Through its network of trusted developers, brokers and referral partners, Payton sources opportunities where they can add value for 

both investors and borrowers. Payton’s philosophy is to build long-term relationships with its borrower clients with the intention of 

doing repeat business based on a track record of successfully completed projects. This relationship-based approach is fundamental 

to Payton’s success in generating an ongoing pipeline of investment opportunities. 

 

For every new opportunity, an initial review of the deal is undertaken by Payton’s experienced lending team to determine whether it 

complies with Payton’s credit policy and its general attractiveness to investors. If the lending team are satisfied with their preliminary 

review, they will issue an indicative terms sheet outlining the proposed deal terms, which is subject to further detailed due diligence 

and Investment Committee approval. 

 

The Fund offers investors exposure to this bank dominated market by investing in loans to Australian commercial borrowers, 

predominantly in residential development, but also including commercial, retail, industrial, and specialised real estate assets. 

 

CREDIT / RISK ASSESSMENT 

Upon acceptance of the indicative terms, Payton commences loan due diligence, which includes a detailed analysis of each 

transaction’s strategy, security asset(s), sponsor, risk profile, and exit. 

 

The credit/risk assessment includes consideration of the following: 

• Collateral: the strength of the security property, including value, location, nature and saleability 

• Character: the track record, background and credit worthiness of the borrower (credit check, curriculum vitae, previous 

experience, and references) 

• Capital: the ability of the borrower to repay the loan and their access to liquid capital from their own sources in order to meet 

any cost overruns 

• Capacity: the ability of the borrower to service and repay the loans (clearly defined and realistic exit strategy) 

• Conditions: micro- and macro-economic conditions that may impact the borrower, including sector and external influencers 

 

Payton obtains and reviews valuations of each security property as part of the loan approval process and to determine whether LVR 

requirements are met. The valuation is conducted by an independent Payton-approved valuer with at least 5 years of experience. 

For loans with an LVR below 50%, the most recent municipal valuation of the land and improvements is used. Independent valuations 

procured by borrowers are not accepted. 

 

Valuations use one of the two methods below:  

(a) Market valuation 

The estimated amount for which a property should exchange on the date of valuation between a willing buyer and a willing seller in 

an arms-length transaction after proper marketing wherein the parties had each acted knowledgeably, prudently and without 

compulsion. The valuation must clearly state that it can be relied upon for mortgage purposes. 

DEAL ORIGINATION
CREDIT / RISK
ASSESSMENT

INVESTMENT
COMMITTEE 

REVIEW

LOAN SETTLEMENT
LOAN 

MANAGEMENT

• Market assessment 
• Macro-economic 

influences 
• Investor appetite 

• Within credit policy 
• Client strategy

• Property valuation 
• Assessment of: 

✓ Asset 

✓ Project 

✓ Sponsor 

✓ Exit strategy 
• Credit check 

• Sponsor financial 
capacity 

• Pre-sales 

• Consideration of 
strengths and 

weaknesses, risks 
and mitigants 

• Compliance with 
credit policy 

• Imposition of 
special conditions 

• Satisfaction of CPs 
• Instruction of 

Solicitors / Legal 
docs 

• Legal sign-off 
• Final review and 
authorisation for 

settlement 
• Financial 
settlement

• Dedicated loan 
manager 

• Ongoing 
monitoring and 

reporting 
• Regular reviews 

• Processing of 
progress claims 

• Project Control 
Group meetings

DEAL ORIGINATION
CREDIT / RISK
ASSESSMENT

INVESTMENT
COMMITTEE 

REVIEW

LOAN SETTLEMENT
LOAN 

MANAGEMENT

• Market assessment 
• Macro-economic 

influences 
• Investor appetite 

• Within credit policy 
• Client strategy

• Property valuation 
• Assessment of: 

✓ Asset 

✓ Project 

✓ Sponsor 

✓ Exit strategy 
• Credit check 

• Sponsor financial 
capacity 

• Pre-sales 

• Consideration of 
strengths and 

weaknesses, risks 
and mitigants 

• Compliance with 
credit policy 

• Imposition of 
special conditions 

• Satisfaction of CPs 
• Instruction of 

Solicitors / Legal 
docs 

• Legal sign-off 
• Final review and 
authorisation for 

settlement 
• Financial 
settlement

• Dedicated loan 
manager 

• Ongoing 
monitoring and 

reporting 
• Regular reviews 

• Processing of 
progress claims 

• Project Control 
Group meetings



PAYTON SELECT INVESTMENT FUND 

© Foresight Analytics www.foresight-analytics.com Page | 11 

(b) Construction / development valuation methods 

Where the Fund contemplates a construction or development loan, the valuation instructions will request the value of the property 

on an ‘as is’ basis, and on an ‘as if complete’ basis. Depending on the scale of the development project, additional advice will be 

sought from quantity surveyors to determine the ‘cost-to-complete’ valuation, and other related property development advisers as 

deemed appropriate by Payton. 

 

Where the loan is financing an active construction project, the creditworthiness, capacity and character of the builder will also be 

considered. In addition, Payton will require full details of all plans, permits, costings, cashflows and other relevant ancillary documents 

to assess the viability of the project, including the ability of the borrower to complete the project on a timely basis. Prior to approving 

the facility, Payton will obtain independent certification from appropriately skilled consultants (such as quantity surveyors and 

engineers) as to the total cost, project feasibility and timeframe of the development. All progressive loan advances will then be 

provided on a ‘cost-to-complete’ basis after assessment and approval by the quantity surveyor. 

 

INVESTMENT COMMITTEE REVIEW 

If an investment opportunity satisfies Payton’s loan assessment criteria, a credit submission is prepared and presented to the 

Investment Committee for review and approval. 

 

As part of their approval, the Investment Committee will consider a variety of factors, including the following: 

• Whether the loan satisfies Payton’s Credit Policy 

• Whether the investment offers an adequate return for the level of risk 

• Whether further risk mitigation conditions should be imposed 

• The appropriate allocation of the investment between Payton’s investment funds 

 

A majority decision is required by the Investment Committee for the investment to be approved. The Investment Committee has the 

ability to review and change the terms, conditions and pricing of any proposed investment. 

 

LOAN SETTLEMENT 

Following approval by the Investment Committee and acceptance by the borrower of the formal offer, external advisers from 

Payton’s legal panel are engaged to undertake due diligence and formally document the transaction. Upon satisfaction of all 

conditions and legal sign-off from the solicitors, funds are transferred from the Fund to the borrower based on the agreed 

drawdown schedule, and interest accrual commences. 

 

LOAN MANAGEMENT 

Payton continues to monitor every investment during its term. The level of monitoring is dependent upon the purpose of the loan 

and whether the loan is satisfying its covenants and conditions, including those imposed by Payton’s Investment Committee. 

 

For active construction loans, Payton conducts regular Project Control Group (PCG) meetings with the borrower, which include the 

following: 

• Regular site visits and property inspections 

• Regular communications with key consultants on the project, including the project/development manager, the quantity 

surveyor and the builder 

• Monitoring key deliverables and assessing compliance with project milestones  

• Reporting to the Investment Committee on the progress of the project, and recommending and implementing any appropriate 

loan management actions required by the Investment Committee 

 

From time to time, there are situations in which Borrowers can be late in paying interest or in meeting their repayment obligations. 

Payton has a strict policy in place for pursuing defaults and instituting recovery action. These include the following: 

• Monitoring due dates for payments and sending arrears statements for any overdue amounts 

• Following up overdue payments where appropriate, usually within 5 business days after the due date 

• Issuing legal notices if payments remain in arrears for more than 30 days without an acceptable repayment plan 

• Instituting legal proceedings for possession of the security property if the borrower fails to comply with the terms of the legal 

notices 
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• Realisation of the security property once a possession order has been obtained in order to fully recover loan funds, accrued 

interest and costs 

Portfolio Administration 

 

Monthly transaction statements are provided to investors within 14 days of the end of each month 

Payton uses the ‘finPOWER’ system (‘the system’) for loan administration, loan management, funds management and client 

reporting.  

Investment Origination Team 

The investment origination team are an experienced group of ex-bankers with significant credit expertise and a deep understanding 

of real-estate debt structuring. 

 

The Borrower Service Team (‘BST’) are responsible for originating investment opportunities, undertaking a detailed credit review, 

structuring deal terms, and managing the loan through to maturity and discharge. The BST is currently divided into 4 pods (with a 5th 

pod intended to be added in Queensland), with each pod consisting of a Relationship Director, a Senior Relationship Manager, and 

a Relationship Manager, and in some cases, an Associate Relationship Director. The pod takes stewardship of the loan and the 

borrower relationship from origination through to maturity. 

 

 
 

Over the last 4 years, significant investment has been made to strengthen the foundation of the business, including expanding the 

investment team, IT infrastructure, and new office premises. Further investment is budgeted, for this year, in the areas of resources, 

geographical expansion and marketing. The expansion is intended to support key strategic objectives of geographical and loan 
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Relationship Director Relationship Director
National Broker

Director

Head of Borrower 
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Relationship Director

Senior Relationship 
Manager

Relationship Manager

Associate Relationship 
Director

Senior Relationship 
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Senior Relationship
Manager
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Senior Relationship
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Relationship Manager

State Manager Project 
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diversification. An office premise was opened in Sydney in 2021, and further resources were added. There are plans to open a 

Brisbane office in 2023. 

 

KEY INVESTMENT ORIGINATION TEAM MEMBERS 

 

Business Management 

Payton’s Board of Directors, senior management and Investment Committee bring together in excess of 200 years of relevant 

elevant experience in funds management, property development, banking, law, valuation, and commercial mortgage lending. 

 

The Board of Directors is comprised of 7 directors, of which 2 are executive, and 5 are non-executive: 

Name 
Experience  
(years) 

Background 

Jeremy 
Townend 
Head of 
Borrower 
Services 

Industry: 20 
Payton: 1  

Jeremy has held senior management roles in the corporate, commercial and retail sectors of major 
Australian and New Zealand banks (BNZ, NAB, Bankwest and CBA). He also spent 9 years in the 
accounting industry in New Zealand and London. Jeremy joins Payton Capital from CBA, where he 
led Commercial Banking in Victoria. 
 
 
Jeremy holds a Bachelor of Business (Accounting). 

Brett Brisco 
State Manager 
Project 
Finance 

Industry: 14 
Payton: 1 

Brett has worked within the corporate lending environment and private development firms in both 
Australia and the UK. Throughout his career, Brett has held senior roles within the Commonwealth 
Bank, Westpac, NAB and ANZ. Brett has developed a strong professional and industry network 
that allows him to drive new business origination.  
 
Brett holds a Master of Commerce (Property Development & Investment) and a Master of Business 
Administration. 

Richard 
Vidaic 
Relationship 
Director 

Industry: 20 
Payton: 2 

Richard’s experience spans the property, corporate and commercial finance sectors at institutions 
such as NAB, St. George and the Bank of Melbourne. He has extensive experience in procuring 
and structuring finance for development projects and property investments. Richard is responsible 
for transaction origination, relationship management, due diligence, deal structuring and execution. 
 
Richard holds a Bachelor of Economics (Accounting Major). 

Tom Watson 
Relationship 
Director  
 

Industry 21 
Payton: 2 

Having begun his career as a Capital Markets lawyer with Allen & Overy LLP, Tom transitioned into 
CRE Finance through JLL, Lloyds Banking Group, and non-bank debt funds in both London and 
Melbourne. 
 
Tom is responsible for loan origination and business development, deal structuring, credit 
assessment and asset management. 

 
Tom holds a Bachelor of Economics / Philosophy and a Diploma in Law. 

Nick Reardon 
Relationship 
Director  

Industry: 15 
Payton: 1 

Specialising in commercial and retail banking (CBA), Nick’s expertise covers complex negotiations, 
relationship management, risk analysis, commercial and residential lending and portfolio analysis. 
Nick has managed large corporate teams and grown a successful finance business from start-up. 
 
Nick holds a Master of Business (Banking & Finance), Bachelor of Arts (Police Studies) and 
Diploma of Finance (Mortgage Broking). 

Luke Hill 
Relationship 
Director  

Industry: 12 
Payton: 1 

Luke began his career in South Australia, working with the commercial property finance teams at 
BankSA and Bankwest. He then moved to London, working as an Asset Manager in Project and 
Infrastructure Finance for Barclays Investment Bank, before returning to Sydney to work in 
Commercial Real Estate Finance at ING and non-bank debt funds. 
 
Luke is responsible for loan origination and business development, deal structuring, credit 
assessment and asset management. 
 
Luke holds a Bachelor of Business (Economics Major), Graduate Diploma of Applied Finance, and 
is currently completing a Masters of Property Development and Investment. 
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• Andrew Tyndale: Chairman, Non-Executive Director 

• David Payton: Executive Director, CEO 

• Rob Fellows: Executive Director 

• Meredith Scott: Non-Executive Director 

• Claire Rogers: Non-Executive Director 

• Jason Pater: Non-Executive Director 

• Cameron Schwaiger: Non-Executive Director 

 

Management is through a series of segregated functional teams, including Borrower Services, Investor Services, Finance, Funds 

Management, Operations and Human Resources, and Risk. There are four established committees that report to the Board: 

Investment, Risk and Compliance, Finance, and Remuneration.  

 

The CEO, David Payton, brings more than 20 years of experience in the financial services sector. David has been an investment 

adviser with Lend Lease and Lifespan, and prior to Payton, was Dealer Principal and Head of Funds Management for a large not-

for-profit organisation. In these roles, David established financial planning and lending businesses, including the creation of 

wholesale commercial mortgage portfolios with Westpac and ANCU. David holds a Bachelor of Business, Diploma in Financial 

Services, Diploma in Finance and is a member of the Financial Planners Association of Australia (FPA). 

Compliance and Risk Management 

Compliance and risk management are addressed formally for both the investment process and operational processes through a 

board-level Risk Management Framework and a Risk Management Plan, which sets out processes to manage the businesses risk. 

These documents have been developed in line with ISO31000, which is an international standard for risk management, and the 

financial services obligationsunder the Corporations Act 2001 to have adequate risk management systems to identify, assess, 

manage, monitor and report on risks within the business. 

 

There is a Board-approved Compliance Management Framework in place, which sets out Payton’s strategy to meet its legal, 

regulatory and compliance obligations.  

 

Payton also has board-approved policies for conflicts of interest, anti-money laundering and counter-terrorism financing (AML-CTF). 

The Conflicts of Interest policy covers the identification, disclosure, evaluation, management, avoidance, monitoring, recording and 

handling of breaches of such conflicts. The AML-CTF policy covers areas such as roles & responsibilities, checking sanction lists, 

know-your-client procedures, reporting, review, training and breaches. 

 

The key owners of compliance and risk are listed below: 

• The board – the Payton board is the ultimate owner of risk and compliance 

• The Risk & Compliance Committee, which reports directly to the board 

• The Risk & Compliance Team – comprised of Head of Risk, Jamie Westlake, the Risk & Compliance Manager, Linda 

D’Intino. This team provides sign-off at various stages of the investment process. 

• Key personnel reporting to the Head of Risk, including the Systems Administrator, Senior Property Specialists and 

Settlements Officers. 

 

The Head of Risk and the Risk & Compliance Manager both sit on the Risk & Compliance Committee. Other members of the Risk & 

Compliance Committee comprise the Responsible Manager (who is also an independent member of the Investment Committee), the 

CEO, the CFO (also fills the role of Chief Operating Officer), a non-Executive Independent Director and the Financial Controller. 

 

The Risk & Compliance Committee is governed by its charter and authorised to: 

• require changes to Payton’s risk and compliance management framework; and 

• have free and unfettered access to risk, compliance and financial control personnel and other parties (internal and external) in 

carrying out its duties. 

 

Meetings are held quarterly, and Risk & Compliance Reports are prepared quarterly by the Risk & Compliance Manager. The  
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Committee undertakes a self-evaluation of its performance every 2 years, with results reported to the board. 

 

Service providers to the Risk & Compliance function may be engaged to assist on an ‘as-needs’ basis.  

 

Payton, the trustee, is regulated by ASIC under the Corporations Act. Payton is also subject to the requirements under the AML-CTF 

Act (2006), which is regulated by AUSTRAC.  

 

Payton Select Investment Fund – Performance as of 31 March 2022 

As of 31 March 2022, Payton, the Investment Manager, has funded over $1.5 billion in loans. With a compound annual growth rate 

since FY17 of 40% in AUM and 35% in Revenue, Payton has forecasted that it will reach $1bn over the next 6 months.  

 

Payton has invested heavily to support the scalability of the business, including strengthening its resources, implementing process 

improvement initiatives, and building IT infrastructure. 

 

Since its inception in 2018, the Fund has delivered a weighted average return across its portfolio of 11%, with all 5 investment 

options’ returns remaining relatively stable over the period.  

 

The Fund has delivered cash distributions to investors over the last 12 months, in line with target returns.  

 

The Fund remains open to new capital commitments, as stated in the Information Memorandum.  

 

KEY METRICS 

 

Weighted Average Return* 11% 

Limits Committed $704.4M 

Aggregate loan Balances $516.7M 

Senior Debt Allocation 89% 

Junior Debt Allocation 11% 

No. of Loans 150 

Weighted Average LVR (range 60% - 95%) 63.82% 

Source: Payton Capital Ltd. 

* Net of fees; since inception to 31 December 2021 
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Investment Exposures – 31 March 2022   Portfolio Composition – 31 March 2022 

 

 
 

 

 

 

Geographic Exposures – 31 March 2022 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Payton Investment Management 
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SUMMARY OF INVESTMENTS – A Sample out of 150 Loans 

 

Investment Location Maturity 

Date 

Sector Loan Pool Facility 

Limit 

Drawn 

Balance 

LVR 

Cheltenham VIC Q1 2023 Commercial & 

Residential 

Senior $42.1M $22.2M 65% 

Blueys Beach NSW Q1 2023 Residential Senior $17.2M $17.2M 65% 

Seaford VIC Q4 2022 Industrial Senior $8.3M $6.5M 65% 

Heidelberg West VIC Q4 2023 Commercial & 

Residential 

Senior $49.4M $6.5M 65% 

Fraser Rise VIC Q3 2022 Residential Junior $10.0M $10.0M 79% 

 Transparency & Reporting 

The Manager provides regular investor reporting. All investors receive Monthly Activity Statements, which provide an up-to-date 

snapshot of their portfolio, as well as all transactions that occurred on their account for that month. Investors in active construction 

projects receive bi-monthly project updates detailing the progress of the project. 

 

Furthermore, Relationship Managers do a quarterly check-in and an annual review with all clients. 

 

Annual tax distribution statements are provided within 60 days of the end of the financial year. 

 

The Payton Investor Portal provides investors with easy and secure access to their investment portfolio and transaction details. It 

provides up-to-date performance information and allows investors to download account statements and forms. 

 

Payton is committed to continuing the development of smart tech solutions for clients in order to enhance their borrowing and  

investment experiences. Payton is currently developing its smartphone application, which it is aiming to launch in mid-2022. 

Third-Party & Service Advisors 

Fund Administrator Fund Administration Manager (internal) 

Legal Advisors Banking Legal Panel: 

Mills Oakley 

HWL Ebsworth Lawyers 

Harding Stenning & Co 

Makinson D’Apice 

Funds Management: 

K&L Gates 

Taxation Advisor Blaze Acumen 

Auditor PwC 

Insurance Provider AIG Australia 

Fund Research Internal and product issuers 

Market Intelligence Internal 

IT Consultants ANRIC Pty Ltd (IT Support) 
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 Foresight Investment Rating Scale 

The Foresight Analytics and Ratings’ investment rating is an 

opinion on how well we believe a fund will perform against a range 

of risks. 

 

 
 

 Foresight Complexity Indicator 

 

 

 

 

 

 

 

 

 

 

 

 

 Contact details 

Foresight Analytics 

Level 2, Suite 208, 33 Lexington Drive, Bella Vista 2153 

Telephone: 02 8883 1369 

Web: www.foresight-analytics.com 

Analyst: Natasha Quirk 

Email: natasha@foresight-analytics.com 

 Disclaimer 

This report has been prepared solely by Foresight Analytics 
and Ratings Pty. Ltd. (ABN 95616254294, AFSL No. 
494552). This report is for information purposes only. It is 
neither an offer to sell nor a solicitation of any offer to 
purchase any securities in an investment product or 
investment fund. Any investment in a financial product 
or fund involves a degree of risk.  
 
Foresight Analytics and Ratings Pty. Ltd. has made every 
effort to ensure the reliability of the views and ratings 
expressed in this report and those published on its 
website. Foresight Analytics and Ratings’ research is based 
upon information known to us or which was obtained from 
sources that we believed to be reliable and accurate at the 
time of publication. All opinions and views expressed 
constitute judgment as of the date of the report and may 
change at any time without notice and without obligation. 
Such information may be based on certain assumptions and 
involve elements of subjective judgment and analysis.  
 
Foresight Analytics and Ratings Pty. Ltd. has received a fee 
paid by either the fund manager or investment product 
sponsor for the rating and this report. This report is prepared 
for general information only, and as such, does not take into 
account individual circumstances or objectives. Individuals 
should therefore discuss, with their financial planner or 
advisor, the merits of each rating for their own specific 
circumstances and realise that not all investments will be 
appropriate for all subscribers.   
 
To the extent permitted by law, Foresight Analytics and 
Ratings Pty. Ltd. and its employees, agents and authorised 
representatives exclude all liability for any loss or damage 
(including indirect, special or consequential loss or damage) 
arising from the use of, or reliance on, any information within 
the report whether or not caused by any negligent act or 
omission. If the law prohibits the exclusion of such 
liability, Foresight Analytics and Ratings Pty. Ltd. hereby 
limits its liability, to the extent permitted by law, to the 
resupply of the said information. 

 Financial Services Guide 

A copy of the Foresight Analytics and Ratings’ Financial Services 

Guide can be obtained at Financial Services Guide. A copy can also 

be provided by calling 02 8883 1369 

 Foresight Investment Rating & Foresight 

Complexity Methodology 

Foresight Analytics and Ratings’ methodology for its investment 

rating and research can be downloaded from its website. 

A Foresight Complexity Indicator (FCI) highlights the complexity 

of an investment by its terms and conditions’ structure and 

transparency that may affect the investor’s return. 

https://www.foresight-analytics.com/financial-services-guide/
https://www.foresight-analytics.com/financial-services-guide/

