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The Income and Growth Fund

Dear Investor,
We enclose the September 2022 update for the PURE Income and Growth Fund.

The PURE Income and Growth Fund is open for investment.

Foundation Class Portfolio Returns (After Fees)
The PURE Income and Growth Fund returned -1.6% in September 2022.

3 Month 6 Month 1Year 3 Years Since inception

Returns (%) p.a. -1.6% -2.1% -31% -3.9% +15.6% +14.5%
St Dev (Annualised %) 47% 14.0% 12.7%
Sortino Ratio 31
Sharpe Ratio 0.8

*After fees and assuming reinvestment of all income distributions. Fund inception 21 December 2018.

Fund overview as at 30 September 2022

Funds Under Management $1489m
Since Inception Annualised Return After Fees (Foundation Class, Dist. Re-Invest) +14.5%
Foundation Class Current Unit Price (Ex. Distribution) $1.2527
Total Distributions Paid After All Fees 38.1cpu
Number of Investments 29
Average Loan Size S4.3m
Weighted Average Portfolio Interest Rate 10.1%
Total Establishment and Arrangement Fees Paid to Investors (Gross) S3.6m
Fixed Income 67.6%
Equity/Warrants 13.6%
Cash 18.8%
Total 100.0%
PURE online application form Follow PURE on LinkedIn
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Portfolio Summary

The ASX Small Industrials Accumulation Index fell 10.5% for the month of September, as the
world's bond markets tanked on speculation that the crises of: energy, inflation, and
geopolitics; is fast evolving into a financial system stability crisis.

Against this backdrop the Fund fell 1.6% as our listed equity and warrants dropped in value,
mirroring the wider market rout. The Fund's exposure to listed instruments at the end of the
month was 8.1%. It is the fact that we retain exposure to the upside, but with limited capital at
risk, that has protected investors in 2022, with the Fund down 3.8% year-to-date, versus a fall
of 26.6% in the comparable Index.

We continue to work to deploy capital against this market backdrop for the following reasons:

1. We have been overweight cash since mid-last year and although we have been right
to be cautious, we are not paid to sit on cash.

2. Overall cash weighting in the portfolio since inception has weighed on performance.
Our investments have delivered a return of +100%, but the Fund has delivered +68% to
investors.

3. We don't believe that we, or anyone else, can time the market consistently.

4. The share prices of companies we are looking at are now down than 50%-80% from
their 12-month highs. We acknowledge that the counterfactual to this proposition of
value is that historical valuations may have been inflated and therefore wrong.
However, we are not just measuring value by references to share prices, but also by
applying a future multiple to the earnings forecasts provided by our borrowers. We
can illustrate the power of this changed pricing environment below.

Investors often ask if we have changed our lending terms given current conditions. The answer
is yes, but only marginally. Our Warrant premiums have moved down a little and the interest
rates have moved up a little, but what is far more important is that the share prices are much
lower.

We are investing in high growth businesses. We are typically funding what they expect to be
an inflection point in their growth, either:

organically, or
through a new initiative (e.g. a new factory or joint venture); or
via M&A.

Managements' growth expectations are therefore high, and typically range from 25% per
year, to over 50% per year. Most companies we talk to are in structural growth phase and
although not immune from the economy, their success will largely come down to execution.

The first point to note is that the fall in the Companies’ market cap, means that the
percentage uplift from our warrant premiums is off a much lower base valuation. Even at this
lower premium our offer is compelling, indeed it is even more compelling now, due to the
attraction of dilution savings it offers versus raising equity.
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For illustrative purposes we show below, how following a 50% decline in the share price, even
with our premium, we are still getting exposure to the equity at a lower valuation than equity
investors were paying in previous years ($56m vs $70m).

Valuations: Last Three Years vs. This Year
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We target a +18% return p.a. on all investments, so we can deliver a 15% return to our investors
(after cash holdings and fees). This is made up of Interest & Fees, and the expected return
from the equity (warrants).

As we have said, these are high growth opportunities, often with our funding as a catalyst, but
with the much lower starting valuation the earnings growth required to hit our targeted equity
return over the four years, is now far lower.

Again, for illustrative purposes, we show that, because of the much lower starting valuation, to
achieve the same equity return, we would now only require 12.7% p.a. growth in profit for a
Company that would have previously been required to exhibit 35.0% p.a. growth.

Profit Growth Required: Last Year vs This Year
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We would not invest in a Company that was expecting to generate less than 20% growth per
annum, and 35% p.a. is not an uncommon management forecast. This means on the lowered
valuations we are now experiencing, we have a significant margin for safety compared to
management'’s expectations.

Finally, to demonstrate the leverage, we show how this new pricing environment provides
upside if the Companies can execute how they hope.
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In this example, we again show the that the Company only need to hit 12.7% p.a. growth for
the Fund to reach its targeted return of 18% on each investment. However, if the Company
does achieve its 35.0% p.a. targeted profit growth, from our lower entry price, our annual
return on investment jumps to 52.4% p.a.

Earnings Growth Outcomes: To Reach PURE target vs. If the Company hits its objectives
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Naturally we do not expect all our Companies to hit their targets, indeed most don't. Although
good due diligence helps to avoid the pitfalls it seldom allows us, or indeed any investors, to
consistently pick outstanding winners, due to so many negative external factors and
execution errors, from which all companies suffer.

We do not believe in the cult of the star stock-picker, nearly all active managers fail to
consistently outperform peers. Picking stocks is extremely difficult, as is demonstrated by the
chart below which shows that the dispersion of the returns from shares across our target
cohort of industrial companies. As you can see, between FY19 and FY22, 63% of shares
suffered negative returns.

Distribution of target company cohort returns (FY19-FY22)

201% and above
101% to 200%
51% to 100%
1% to 50%
-49% to 0% 47%

-100% ‘

Even with the advantage of credit level due diligence, we are not banking on being better
stock pickers. We are betting on the fact that we have a superior investment instrument
(hybrids versus equities).

It is this approach to investing that gives us a competitive edge. Our investments won't lose
money often and we get paid interest. Notwithstanding the fact that only ~70% of our funds
are interest bearing (ex-cash, warrants and equities), this interest return alone easily beats the
long-term return of the stock market.
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It is worth dwelling on this point for a moment because most people's perception is that the
long-term stock market return is somewhere between 6% and 8%. This is correct, the Small
Industrials is 6.4% (CAGR), but it includes reinvestment of dividends and benefits from the
power of compounding. The actual capital growth of the Index is much, much lower, and over
20 years, excluding reinvestment, is just 2.6% (CAGR).

20-year Returns of ASX Small Ords Industrials (with and without dividends reinvested)
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Our job is to keep placing informed bets, and although we don't know which ones will deliver
super returns, we know that some will; others will deliver solid returns; some will only deliver us
interest; and, occasionally, we will lose money. The aggregate should be consistent
outperformance of the stock market.

Three-year relative performance
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We discuss some of the investments in the portfolio below.
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The Hydration Pharmaceuticals Company (HPC.ASX)

Hydra

LIVE Webinar with Hydralyte North America CEO, Oliver
Baker

PURE investors are invited to a Zoom presentation
where the CEO Oliver Baker will be taking us through
the recent company update.

®

An invitation will be sent separately but you can
register your interest by clicking the link below:

Thursday 3 November, 2022
12pm AEDT

Zoom - Click here to register

Carbonxt (CGr.AX)

ADVANCED CARBON PRODUCTS

To date, Carbonxt has consistently failed to deliver how we have hoped, and while this would
appear to be in part due to execution, we also believe that a confluence of events has
delayed progress. It is a good illustration of small caps: everything takes longer; costs more;
and, typically, delivers less than you initially hoped.

We always try to build this into our thinking from the outset, and in Carbonxt's case, while we
await success, we have enjoyed a healthy return of 9.5% p.a. and have had the warrants
repriced from a starting point of 60cps to Tlcps today.

Carbonxt is a cleantech company that develops, and markets specialised Activated Carbon
products, focused on the capture of contaminants in industrial processes that emit
substantial amounts of harmful pollutants.

Since we invested the Company has suffered from: the denuding of the EPA's powers under
the Trump Administration; the fall in demand from its key customer (a coal fired power station)
due to the low price of gas; Covid employee issues; input supply issues; and, a surge in
working capital requirements due to supply bottlenecks. All these issues are now historical but
have meant the Company has delivered underwhelming results since we invested.
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Underlying these challenges, however, the Company has made significant progress on several
fronts. Its unique product and capability of manipulating activated carbon to solve a plethora
of pollutant issues has seen the Company expand out of mercury capture for coal fired power
stations into other industries that require some kind of pollutant removal and which are
currently being addressed by chemicals or mechanical solutions; or they don't have a solution
at all.

Most of this expansion has very long lead time and, to date, demand has been more pilot
studies rather than commercial volumes. However, after several years, many of these pilots
are reaching successful conclusions and we expect demand to ramp up considerably as a
result.

In anticipation of this demand Carbonxt has embarked on a joint venture which will expand its
production capacity by 57% and crucially deliver four additional and key benefits:

Dedicating its three manufacturing facilities to its three activate carbon products:
powdered, granules and pellets.

Consistent, US based, supply of raw carbon (the input).
Higher quality raw carbon at a lower unit cost.
Reduce working capital.

Cabonxt has signed a term sheet for 40% ownership (plus an option to move to 50%) in a new
state-of-the-art activated carbon plant located in eastern Kentucky, USA in joint venture
with KCP, an established power industry operator which owns a waste to energy (WTE') power
plant. The plant will be co-located and receive the ash from the plant as feedstock as well as
low-cost green power.

Carbonxt share of the construction costs will be AS11.0m, and this will be funded by:

$7.0m Placement (commitments received)
$1.0m SPP
An enlarged facility from PURE (currently $5.5m but up to $15.0m)

This gives the Company considerable contingency against construction cost over-runs and
other expenses incurred during the ramp-up period.

Carbonxt is currently EBITDA breakeven on gross profits of $6.0m. Based on prevailing prices
for its targeted products, and assuming 50% utilisation, management expects its share of the
gross to be AS11.0m from this new facility.

At 100% utilisation - and assuming Carbonxt exercises its option to move to 50% ownership -
Carbonxt's gross profit projection from this project is AS27.5m, taking group profits to $33.5m
assuming no growth in the rest of the business.
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It will take several years to ramp up, but first production is expected to start in the latter half
of 2023, and the Company has already received customer demand.

At the current share price and following the placement and SPP, and assuming $10.0m net
debt, the Company's Enterprise value will be AS38.0m.

We are conducting a US site-visit late October, and look forward to reporting these findings
as due diligence is finalised.

Kleos Space S.A. (KSS.AX)

) KLEOS

PURE recently provided a tranched, $10 million facility to Kleos to fund additional satellite
cluster launches in support of forecast contract wins and general working capital.

We're pleased to update that on 10 October Kleos announced two material updates for the
commercial future of the Company.

The first was the awarding of a first stage Capabilities Contract from the US National
Reconnaissance Office (NRO) as part of the Strategic Commercial Enhancements Broad
Agency Announcement (SCE BAA) Framework.

The NRO is the chief acquisition and operation agency in the US Government for space-
based surveillance and reconnaissance systems. To put the importance of a relationship with
the NRO into perspective, established commercial satellite imagery (as opposed to RF
frequency, the latter being Kleos' domain) company Maxar Technologies (NYSE: MAXR) was
awarded a USS3.24 billion, 10-year imagery contract by the NRO in May.

Unlike Kleos, Maxar has a well-established commercial track record generally speaking, and
contract track record with the NRO specifically speaking. We note, Maxar and Kleos in no way
compete — Maxar's data proposition is imagery, whereas Kleos's is RF data. Rather, we make
the point to demonstrate the potential Company-making nature of a relationship with the
NRO, should Kleos be successful in progressing past this first study stage.

Kleos was awarded the contract after a multi-phase proposal process. The study contract will
help the NRO assess the operational and decision-making usefulness of commercial RF
GEOQINT (Radio Frequency Geospacial Intelligence), and how it can be fused with and
leveraged across the NRO's existing capabilities. We expect an update on progress with the
NRO in the first half of 2023.

Secondly, Kleos has announced that its fourth satellite cluster, the Observer Mission - the
launch of which PURE is funding - has successfully completed all required environmental
testing, and is now ready to be shipped for launch on SpaceX's Transporter-6 Mission
scheduled for 4Q 2022. The Observer Mission will add up to an additional 119 million square
kilometres of data collection capabilities per day, significantly increasing Kleos' capacity for
new contracts.
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Distributions

The PURE Income and Growth Fund will pay a distribution for the period ended 30 September
2022. A 1.3 cpu distribution was declared for the Foundation Class, and a ~1.20 cpu distribution
was declared for the Platform Class. In the coming days, investors will receive their distribution
statements from Mainstream, outlining the distribution received per unit invested. Investors
who have elected to reinvest their distribution will have their units reinvested on 1 October
2022. Investors who elected to receive their distributions in cash will receive the payment in
the coming days.

Fundraising

Market conditions have become extremely favourable to PURE's hybrid investment strategy.

When valuations have declined markedly but you're not sure if there's still more to come,
exposure to convertibles can be a great way to:

1) not miss the upside should markets or an individual equity exposure begin to perform,
whilst,

2) minimising your exposure to further drawdowns, and

3) getting paid to wait for the equity thesis to perform, through the coupon of the debt

Or put another way — why try and catch the proverbial falling knife when you can get paid to
wait for it to hit the floor and bounce?

We believe equity-like returns can be earnt via credit instruments possessing upside
optionality. As such, both PURE Funds are actively raising capital over the coming weeks to
facilitate an expanding pipeline of opportunities.

We are determined to capitalise in these conditions. As such, the PURE Income and Growth
Fund is actively embarking on a fundraising campaign. If you would like to invest with the
PURE team, please access the online application form via the Olivia123 link below:

C;ELI\/I A123

The greatest compliment our investors can give is the referral of friends, family and
associates. If you know of other investors who are seeking additional investment
opportunities, please feel free to contact us at any time.

We thank you for your support.

Nick, Mike, Tim, Dan, Jonathan and Jean-Luc
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Monthly Returns — After Fees

The Income and Growth Fund - Foundation Class

Aug Sep Oct Nov Dec Jan Feb Mar Apr

FY19 24%  -18%  12% 03%  -10%  25% 17% 5.4%
FY20 2.6% 4% 21% 14% -08%  38%  28%  -22% -38%  38% 57% 07% | 1650%
FY21 15.9% 88%  -10%  122% 07% 26%  -10%  -10%  -35% = 21% 0.0% 08% | 409%
Fy22 34% 32%  23% 12% 22%  10%  -01%  23% 1% 05%  -05%  -10% | 05%
FY23 13% 7% -16% -21%

The Income and Growth Fund - Platform Class (APIR: PUA7226AU)

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

Py 16.0% 89%  -09%  124% 07% 27%  -09%  -10%  -35%  21% 0.0% 08% | 418%
Y22 34% -32%  23% 12% 22%  10%  -01%  23%  16% 05%  -05%  -10% | 05%
FY23 13% 7% -16% -21%

Unit Price Data Download

Please click on the link below to download the updated unit price data for each unit class.

T - Fund - unit o 20 < 2022
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