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Important notices
This information is important and requires your attention

Electronic PDS

It is important that you read this document carefully and in its entirety
prior to making any decision about investing in the RateSetter
Lending Platform (ARSN 169 500 449). In particular you should pay
careful consideration to the risk factors outlined in Section 4 of this
document and the tax implications in Section 11 as they relate to your
personal investment objectives, financial circumstances and needs.
The potential tax effects of an investment in the RateSetter Lending
Platform will vary between investors. Other risk factors may exist in
addition to those identified in this document which should also be
considered in light of your personal circumstances. If you have any
queries or uncertainties relating to aspects of this document or an
investment in the RateSetter Lending Platform, please consult your
adviser before deciding to invest.

An electronic copy of this PDS may be viewed online by investors
at www.ratesetter.com.au. If you access this PDS electronically please
ensure that you download and read the PDS in its entirety. The offer
to which this PDS relates is available to persons receiving this PDS
(electronically or otherwise) in Australia only. A paper form of this PDS
can be obtained, free of charge, by contacting the Responsible Entity
at Level 5, 14 Martin Place, Sydney, NSW, 2000.

The issuer

This PDS has been prepared to comply with the requirements of
Australian law and is only being made available to investors in
Australia. This PDS does not constitute an offer or invitation in any
place in which, or to any person to whom, it would not be lawful to
make such an offer or invitation. Distribution of this PDS outside
Australia (whether electronically or otherwise) may be restricted by
law. Persons who receive this PDS outside of Australia are required to
observe any such restrictions. Failure to comply with such restrictions
may find you in violation of applicable securities laws. Any person
subscribing for Interests in the RateSetter Lending Platform shall by
virtue of such subscription be deemed to represent that they are not in
a jurisdiction which does not permit the making of an offer or invitation
as detailed in this PDS, and are not acting for the account or benefit
of a person within such jurisdiction. None of the Responsible Entity,
Ratesetter Australia Pty Limited, RateSetter, the Custodian, nor any
of their respective directors, officers, employees, consultants, agents,
partners or advisers accepts any liability or responsibility to determine
whether a person is able to participate in the offer for Interests in the
RateSetter Lending Platform.

This document is a Product Disclosure Statement (PDS) for the
purposes of Part 7.9 of the Corporations Act and has been issued by
Ratesetter Australia RE Limited (ABN 57 166 646 635, AFSL number
449176, ACL number 449176) (Responsible Entity, RateSetter, we, us)
as responsible entity of the RateSetter Lending Platform.
Date
This PDS was prepared in accordance with the Corporations Act. This
PDS is dated 3 September 2019. This PDS has not, and does not need
to be, lodged with ASIC, and ASIC does not take any responsibility for
the contents of this PDS or the merits of the investment to which this
PDS relates.
Not investment advice
The information contained in this PDS should not be taken as financial
product advice and has been prepared as general information only
without consideration for your particular investment objectives,
financial circumstances or particular needs. In particular, you should
pay careful consideration to the risk factors outlined in Section 4 of
this PDS in light of your personal circumstances, recognising that
other risk factors may exist in addition to those identified and should
also be considered before deciding whether to invest.
If you have any queries or uncertainties relating to aspects of this PDS
or the offer for Interests in the RateSetter Lending Platform, please
consult your stockbroker, accountant or other independent financial
adviser before deciding whether to invest.
Similarly, the tax implications of your investment will vary depending
on your personal financial circumstances and investment objectives.
You should consider the tax implications outlined in Section 11 and
obtain your own professional taxation advice prior to deciding whether
to invest in this offer for Interests in the RateSetter Lending Platform.

Applications for Interests in the RateSetter Lending Platform will only
be considered if applied for on an Application Form attached to or
accompanied by this PDS and submitted via the website (refer to
Section 13 for further information).
Australian investors only

Updated information
Information regarding the RateSetter Lending Platform may change
from time to time. Any updated information about the RateSetter
Lending Platform that is considered not materially adverse to
members will be made available on the RateSetter Lending
Platform's website at www.ratesetter.com.au and the Responsible
Entity will provide a copy of the updated information free of
charge to any member who requests a copy by contacting us on
1300 768 710.
In accordance with its obligations under the Corporations Act, the
Responsible Entity may issue a supplementary PDS to supplement
any relevant information not disclosed in this PDS. You should read
any supplementary disclosures made in conjunction with this PDS
prior to making any investment decision.

Financial information

Disclaimers from third parties

Unless otherwise specified, all financial and operational information
contained in this PDS is current as at the date of this PDS. All currency
amounts are in Australian dollars unless otherwise specified.

The Trust Company was not involved in preparing, nor takes any
responsibility for, this PDS (except statements referring directly to The
Trust Company) and makes no promise that money invested will earn
income or capital gain, or be repaid.

Diagrams
Diagrams contained in this PDS are intended for illustrative purposes
only.
Investment timing
Any indication of times, including terms of any investments, may
vary due to the time taken to process instructions or payments. Any
processing times indicated are estimates only and may vary.
This scheme only
The description of the structure, activities, fees and other features of
the RateSetter Lending Platform are set out in this PDS. RateSetter
and other companies associated with RateSetter and/or operating
under the RateSetter brand may have different structures, activities,
fees and other features in respect of the products and services they
may offer including in jurisdictions other than Australia.
Definitions, abbreviations and other information
Explanations of defined terms and abbreviations used throughout this
PDS can be found in the Glossary (Section 16 of this PDS). Unless
otherwise stated or implied, references to times in this PDS are times
in Sydney, New South Wales. Similarly, references to dates or years
in this PDS are financial years for the RateSetter Lending Platform
unless otherwise stated or implied. Rounding of the figures provided
in this PDS may result in some discrepancies between the sum of
components and the totals outlined within the tables and percentage
calculations.
Disclaimer
No person is authorised to give any information, or to make any
representation, in connection with the offer for Interests in the
RateSetter Lending Platform that is not contained in this PDS. Any
information or representation that is not in this PDS may not be relied
on as having been authorised by the Responsible Entity in connection
with the offer for Interests in the RateSetter Lending Platform. Except
as required by law, and only to the extent so required, neither the
Responsible Entity, nor any other person, warrants or guarantees the
future performance of the RateSetter Lending Platform, the repayment
of capital, or any return on any investment made.

Australian Executor Trustees Limited (AET) has not withdrawn its
consent to be named in this PDS as Custodian in the form and context
in which it is named. AET does not make or purport to make any
statement that is included in this PDS and there is no statement in this
PDS which is based on any statement by AET. To the maximum extent
permitted by law, AET expressly disclaims and takes no responsibility
for any part of this PDS other than the references to its name. AET
does not guarantee the repayment of capital or any particular rate of
capital or income return.
Third party privacy notice
AET collects your personal information for the primary purpose
of providing custodial services to the Responsible Entity and for
ancillary purposes detailed in its Privacy Policy. AET may disclose
your personal information, such as your name and contact details,
along with your account information to its related bodies corporate,
the Responsible Entity, professional advisors and/or as otherwise
instructed by the Responsible Entity. AET is also permitted to
collect and disclose your personal information when required or
authorised to do so by law. AET is not likely to disclose your personal
information to overseas recipients. Your personal information
will be used in accordance with AET's Privacy Policy (available at
www.aetlimited.com.au/privacy) which contains information about how
you may access or correct your personal information held by AET
and how you may complain about a breach of the Australian Privacy
Principles.
FATCA compliance
If requested by the Responsible Entity, the member agrees, and it is a
condition of the issue of Interests in the RateSetter Lending Platform,
to provide certain information required by it or the Custodian in order
to comply with any applicable law, including the United States Foreign
Account Tax Compliance Act (FATCA).
Further questions?
If you have any queries relating to this PDS please contact us on
1300 768 710 or contact@ratesetter.com.au.
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SECTION 1

Welcome to RateSetter
We are redefining investing and borrowing in Australia
RateSetter is a peer-to-peer lender. We provide a transparent marketplace where investors and borrowers, empowered
by technology, can transact together and share the benefits.
We were the first in Australia to be licensed to offer peer-to-peer lending to retail investors and we have more investors
than any other Australian peer-to-peer lender.
RateSetter is not a bank. RateSetter is part of a new generation of modern businesses using technology to replace
traditional middlemen and reduce the costs of providing financial services.

Access strong, stable returns
Lending money can generate strong, stable returns for investors. In Australia, the opportunity to lend to creditworthy
borrowers has traditionally been restricted to a relatively small number of large banks and traditional institutions.
Our innovative platform is changing this, giving everyday Australian investors the opportunity to invest in loans to
creditworthy Australian individuals and businesses, providing investors the opportunity to boost returns and diversify
their investment portfolios.

We do the hard work
RateSetter, amongst other things, checks investors and borrowers are who they say they are, checks each borrower's
creditworthiness, matches investors and borrowers, and administers payments. RateSetter's cutting-edge online
technology platform makes this simple and efficient.

A rate for the people, by the people
Until now, rates have been set by central bankers and banks and consumers have had to accept the rates handed
down to them. With the arrival of RateSetter, there is now a new rate. A rate set by everyday Australians - people and
businesses lending and borrowing at rates they agree on our online marketplace.

A sensible approach to risk
We take the risks of peer-to-peer lending seriously. We are very cautious about who can borrow through RateSetter.
Borrowers must meet our stringent lending criteria. RateSetter borrowers are creditworthy Australian-resident
individuals and businesses who have decided to find an alternative to banks and other traditional financial institutions.

A peer-to-peer lending pioneer
RateSetter UK, a related company, was the first peer-to-peer lender globally to introduce the concept of a provision
fund to help protect investors from borrower late payments or default. This innovation represents a significant evolution
in peer-to-peer lending.
The money in the Provision Fund in Australia comes from borrowers and is held on trust by an external trustee. We may
make a claim to the Provision Fund on behalf of an investor in the event of a borrower late payment or default. Our
objective is to ensure that the Provision Fund is sufficiently funded to be able to protect investors on an ongoing basis
such that they do not suffer financial loss. However, the Provision Fund is not a guarantee nor an insurance product.
Further information on the Provision Fund is set out in Section 8.
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Regulated by ASIC
RateSetter holds an Australian financial service licence (AFSL) number 449176 and an Australian credit licence (ACL)
number 449176 issued to it by ASIC. RateSetter is the responsible entity of the RateSetter Lending Platform (ARSN 169
500 449), a managed investment scheme that is registered with ASIC.
Investing in the RateSetter Lending Platform is not without risk and you may lose some or all of your investment. It is
important that you read and understand each of the risks set out in Section 4.
You should read this PDS in its entirety before deciding to invest.
You can access our services online at www.ratesetter.com.au.
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SECTION 2

Features at a glance
The table below provides a summary of key features of investing via the RateSetter Lending Platform.

What does RateSetter do?

We match investors who want a competitive return on their money with
creditworthy borrowers who want a simple, convenient loan.
We, amongst other things, operate the RateSetter Lending Platform, assess
borrowers to ensure they are creditworthy, match lender and borrower orders,
provide loan administration services, manage loan payments and manage
claims on the Provision Fund to help protect investors in the event of borrower
late payment or default.

Who can lend?

Participation is available to all investors including individuals, self-managed
superannuation funds, trusts and other entities.
You must apply to be a member, and your membership application must be
accepted by RateSetter, before you can lend.

How do I access your services?

You can access our services by visiting www.ratesetter.com.au. If you have
any questions you can contact our customer services team on 1300 768 710
or contact@ratesetter.com.au.

How much can I lend?

You can participate with any amount from $10.

How long can I lend for?

You can lend in our 1 Month Rolling market, our 3 Year Income lending market, our
5 Year Income lending market or alternatively in our renewable energy lending
markets, being our National Clean Energy lending market and our South Australia
Renewable Energy lending market, both of which have an indicative term of 7
years.
If you lend in the 1 Month Rolling market your funds may need to remain on
loan to a borrower beyond the indicative term, although in such circumstances
you may continue to receive borrower payments.
See Section 7.7 for more information about circumstances in which your funds
may need to remain on loan beyond the indicative term.
When the early access transfer feature is available, you may be able to
request an early access transfer to exit an investment from a loan in our 3 Year
Income lending market, 5 Year Income lending market, or our National Clean
Energy lending market before the end of its indicative term, provided there
are funds available from other investors to replace your interests in that loan.
See Section 7.12 for more information about early access transfers.
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Who sets the interest rates?

Interest rates in each lending market are set by investors and borrowers,
according to the supply and demand of funds at different interest rates.

Who am I lending to?

We facilitate lending to creditworthy Australian-resident individuals (aged 18 or
over) and creditworthy Australian-resident businesses, although the majority
of our lending is to individuals rather than to businesses. As an investor, you
may be lending to individuals and businesses.
We consider an applicant to be creditworthy if they are approved following our
borrower risk assessment processes, which take into account our assessment
of their propensity and financial capacity to fulfil their obligations under a
proposed loan contract at the time of assessment.
Before approving any loan application, we employ credit decisioning
processes similar to those of banks and other traditional lenders. These
processes include identity verification, anti-fraud checks, credit analysis and
assessment of the applicant's ability to repay their loan. We may perform
these checks with the assistance of third parties.
Your funds may also be matched to loans to the Early Access Facility Trust,
with such loans being referable to an underlying loan to a borrower. See
Section 7.12 for more information about early access transfers and the Early
Access Facilitating Partner.

What are the amounts and terms of
borrower loans?

Loans are for amounts up to $500,000 for terms from six months to seven
years. Loans to consumers are most commonly for amounts less than $45,000.
At the date of this PDS, the average loan funded since commencement of the
RateSetter Lending Platform is approximately $13,400.
Borrowers have a legal obligation to repay their loan according to the terms
of their loan contract.

What do borrowers use loans for?

Borrowers may be seeking a loan for one of a number of reasons. For an
individual, this may be to fund the purchase of a car, home improvements,
an investment, professional services or to consolidate existing debts. In
the case of a business this may be to fund working capital, new plant,
new equipment, the purchase of property or other forms of expenditure or
investment. Additionally both individuals and businesses may seek a loan to
fund Approved Clean Energy Products, as described in Section 14.

Are loans secured or unsecured?

Loans may be secured or unsecured whether those loans be to individuals
or businesses. Security may be taken over tangible or intangible property,
for example, an automobile which is owned or proposed to be owned by a
borrower. Security interests created under a secured loan agreement may be
registered on the PPSR or state land information registry, as appropriate, in
the name of the Custodian.

8

Do I choose which borrowers I lend to?

No. You do not choose the borrowers or loans to which your funds are matched.
Rather, you choose how much you wish to invest, in which lending markets,
and at what rates. Our peer-to-peer lending information technology systems
automatically match your funds to the loans of borrowers that have met our loan
underwriting requirements in the lending market you have chosen.
Whilst we perform comprehensive borrower risk assessment and lend only
to creditworthy individuals and businesses, there may be differences in the
creditworthiness of borrowers to whom your funds are matched.

Do I choose whether my funds are
matched to secured or unsecured loans?

Do I choose whether my funds are
matched to loans of individuals or
businesses?

What happens if my funds are matched
to a secured loan?

Do I choose whether my funds are
matched to loans for Approved Clean
Energy Products?

What happens if my funds are matched
to a business loan?

How many borrowers am I lending to?

No, you do not get to choose. Your funds may be matched to secured or
unsecured loans, whether those loans be to individuals or businesses.

No, your funds may be matched to loans to creditworthy individuals or
creditworthy businesses.

Your website user experience, including the process for creating lending
orders and managing your RateSetter Account, does not differ if your funds
are matched to a secured loan rather than an unsecured loan. However, there
may be different processes in the event of borrower default. See Section 7 for
more information.

Yes, you can choose to invest in loans to fund Approved Clean Energy Products
by investing in our National Clean Energy lending market or South Australia
Renewable Energy lending market. See Section 7 for more information.

Your website user experience, including the process for creating lending
orders and managing your RateSetter Account, does not differ if your funds
are matched to a loan to a business rather than a loan to an individual.
However, there may be different processes in the event of borrower default.
See Section 7 for more information.

When you make an order to lend money in a lending market, your lending
order may be matched to a single loan or multiple loans. This will depend on
the rate of your lending order, amount of your lending order, the time your
lending order was made relative to other orders in that lending market and the
number and amount of loans available to be funded in that lending market.
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Am I party to a borrower’s loan
contract?

You as an investor (and also other investors, to the extent the loan is funded
by more than one investor) do not have a contract with the borrower. Rather,
the lender of record for the RateSetter Lending Platform is the Custodian.
When your funds are on loan, your RateSetter Account is updated to reflect
that you have interests in the relevant loan, and your rights in respect of that
loan are governed primarily by the Constitution and this PDS.
Importantly, when your funds are matched to a loan, you have a direct
economic interests in that loan, and your interests in that loan is not directly
impacted by the performance of other loans.

When do I receive payments?

The timing of payments will depend on the lending market in which you invest
and other events such as borrowers repaying their loans early.
For each lending market, interest is ordinarily received on a monthly basis,
although in relation to some loans, where payments are made more regularly
by the borrower, interest may be received more regularly.

Do I always have access to funds?

You can access cleared funds in your holding account at any time.
You cannot issue an instruction to withdraw funds that are on loan until those
funds have been repaid (or alternatively as may be the case with the 1 Month
Rolling market, replaced by other investors) and cleared to your holding account.
When the early access transfer feature is available, you may be able to request
an early access transfer to exit an investment in a loan before the end of its
indicative term, provided there are funds from other investors to replace your
interests in that loan. See Section 7.12 for more information about early access
transfers.

What happens if a borrower defaults?

We or a nominated third party may undertake a number of actions to pursue
payments, which may include appointing an external collections agency or
recourse to available legal remedies, including where appropriate, court
action. If a loan is secured, those actions may include the relevant security
interest being exercised and the secured asset being repossessed or sold.
RateSetter has the sole discretion to determine what actions if any are taken
to recover funds from a borrower. RateSetter also has the discretion to take
no further action to recover funds, whether the loan is secured or unsecured.
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What is the Provision Fund?

You may benefit from RateSetter making a claim to the Provision Fund in the
event of a borrower late payment or default.
The Provision Fund is a pool of money funded by borrowers and held on trust
by an external trustee. RateSetter may make a claim to the Provision Fund in
the event of a borrower late payment or default on a loan. Any amount paid
from the Provision Fund is credited to the investors who funded the loan, in
proportion to the amount funded by each investor.
RateSetter's objective is to ensure that the Provision Fund is sufficiently funded
to be able to protect investors on an ongoing basis such that they do not suffer
financial loss. See Section 8 for more information about the Provision Fund.

Does the Provision Fund guarantee I
cannot lose money?

No. The Provision Fund does not provide a guarantee of any kind and it is not
an insurance product. See Section 8 for more information about the Provision
Fund.

What fees and charges do I pay?

We charge investors a fee of 10% of the gross interest earned on loans, and
we also keep as a fee the amount of interest earned on investor funds when
they are not on loan. Importantly, the rate at which you create a lending order
is the rate you earn after our fees. RateSetter may also receive fees paid by or
on behalf of borrowers in relation to loans. See Section 10 for more information
about fees and costs.

Is RateSetter a bank?

RateSetter is not a bank. Your investment is not a deposit and does not benefit
from the Financial Claims Scheme as it might if it were an amount deposited
with an Australian ADI.

Are there risks in investing?

Yes, there are a number of risks which may lead you to lose some or all of your
investment. It is important that you read and understand each of the risks set
out in Section 4.

How do I manage my investment?

We provide an easy-to-use website that allows you to manage your investment
in real time. The website allows you to, amongst other things, view your
RateSetter Account balances, make lending orders, set reinvestment options
and request a withdrawal of your funds to your nominated bank account.

How do I transfer in funds?

Once you have registered and have been accepted as a member, you can
transfer in funds to your holding account by bank transfer or BPAY.
See Section 13.1 for more information about how to transfer in funds.
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How do I withdraw funds?

You can withdraw funds in your holding account to your nominated bank
account at any time. Withdrawals can be made as a one-off transfer, or you
can elect to establish an automatic, periodic withdrawal. You are not able
to withdraw any funds that are on loan or that are on market waiting to be
matched with loans. The minimum amount you can withdraw is $1.
See Section 7.10 for more information on withdrawing funds.

Will payments received be automatically
reinvested?

If you become a member of the RateSetter Lending Platform after the date
of this PDS, your reinvestment settings will be set by default to automatically
reinvest borrower payments you receive into loans in the same lending
market from which the payment came, at the market rate. You can modify your
reinvestment settings at any time by clicking on the 'Reinvestment' link in the
'Your Lending' section of the website.
See Section 7.9 for more information on reinvestment options.

Why might an individual or business
seek a loan from RateSetter?

How is my investment structured?

RateSetter's innovative peer-to-peer lending model, simple online application
and fast loan processing can often enable us to offer borrowers better value
loans than ordinarily provided by banks and other traditional lenders.

To participate you need to become a member of the RateSetter Lending
Platform. Becoming a member is straightforward and can be completed
entirely online. If you are accepted as a member, you will gain an Interest
in the RateSetter Lending Platform. The process for applying to become a
member and to transfer in funds is described in Section 13. The process for
withdrawing funds from your holding account is described in Section 7.10.
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SECTION 3

Significant benefits of investing
Investing in the RateSetter Lending Platform is not without risk. It is important that as well as reading the benefits of
investing set out below, you read and understand each of the risks set out in Section 4.

Access to creditworthy borrowers

We match your funds to creditworthy borrowers seeking personal or business
loans. Historically it may have been difficult for you to access these borrowers
and this type of investment.

Access to competitive interest rates

We seek to provide you with competitive interest rates. Importantly, you can
choose the interest rates at which you wish to lend.

Provision Fund helps protect investors

We may make a claim to the Provision Fund if a borrower to whom your funds
are matched is late in making a payment or if they default on their loan. Our
objective is to ensure that the Provision Fund is sufficiently funded to be
able to protect investors on an ongoing basis from borrower late payment
or default such that you do not suffer financial loss. However, the Provision
Fund is not a guarantee nor an insurance product. See Section 8 for more
information about the Provision Fund.

Ability to access funds before the end
of indicative term of a loan

When the early access transfer feature is available, you may be able to request
an early access transfer to exit an investment in a loan before the end of its
indicative term, provided there are funds from other investors to replace your
interests in that loan. See Section 7 for more information about early access
transfers.

Secured lending

Your funds may be matched to secured loans as well as unsecured loans.

Flexible lending options

You can lend funds in lending markets with an indicative term as short as 1
month to an indicative term as long as 7 years.
You can choose to reinvest payments received in loans by issuing online
instructions, or have payments received reinvested in loans automatically.

Simple loan administration

We provide you with convenient and comprehensive loan administration
services, and our website provides easy access to your RateSetter Account
and allows you to control your lending and reinvestment options.
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Easy-to-use website

Our website provides you with an automated and rapid process for transferring
monies to and from the RateSetter Lending Platform. Our website has also
been designed to allow your RateSetter Account to be easily reviewed and
managed.

Customer service focus

We are focused on providing you with exceptional customer service. We
facilitate loans and associated services, not a broad range of other complicated
products. When you contact us, you speak with someone who is trained to
assist with your query.

Able to get your holding account
funds back quickly

Transparency

Cleared funds in your holding account will at your request usually be returned
to your nominated bank account within two working days.

Our website provides you with clear, up-to-date information about your
investment. Our reporting and management tools allow you to see the status
of your RateSetter Account in real time, including the amount of funds invested
and interest earned.
We let you see information about the loans we facilitate. This includes
important information relating to loans previously funded by investors, such
as expected defaults, actual defaults, payments in arrears and the amount of
money in the Provision Fund.
Our fee structure is simple and clear. See Section 10 for more information
about our fees.

Set your own rate

We allow investors to set the rate at which they want to lend. This is achieved
in the only real-time peer-to-peer lending market of its type in Australia.

Support the environment

You can choose to lend in our National Clean Energy lending market to fund
Approved Clean Energy Products, which in turn may help support the natural
environment.

RateSetter UK track record

We benefit from the expertise, experience and information technology of
RateSetter UK in the United Kingdom. RateSetter UK launched its peer-topeer lending services in the United Kingdom in 2009 and is one of the largest
peer-to-peer lending operators globally.
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SECTION 4

Significant risks of investing
Investing in the RateSetter Lending Platform is not without risk. We have categorised the significant risks associated
with investing into five categories, being key investment risks, other significant fund-specific risks, other significant
lending-specific risks, other significant business lending-specific risks and other significant general risks. It is important
that you read and understand each of these risks before investing.

Key investment risks
Borrower late payment or default

A borrower or series of borrowers to whom your funds are lent may delay
or stop payment on a loan or default on a loan. You may be protected by
RateSetter making a claim to the Provision Fund, however, there is no
guarantee nor warranty as to any protection from the Provision Fund, and as
such you may suffer financial loss as a consequence of borrower late payment
or default.

No Provision Fund protection

We may make a claim to the Provision Fund to compensate you in the event
of a borrower late payment or default. However, the Provision Fund is not
an insurance product and we cannot guarantee or warrant that you will be
compensated. RateSetter has discretion as to whether to make a claim and
may determine to only make a partial claim or not to make any claim if, amongst
other reasons, there are insufficient funds in the Provision Fund to cover all
expected claims in relation to existing loans.
If you are not compensated by the Provision Fund in the event of borrower
late payment or default, you may benefit from a number of debt collection or
recovery processes that RateSetter may undertake, which may or may not
recover any funds. In such circumstances, RateSetter may also assign your
loan to a collections agency or the Provision Fund for consideration.

Assignment of your loan

If a borrower to whom your funds are matched defaults on a loan and you
are not fully compensated by the Provision Fund, RateSetter may assign that
defaulted loan to a third party, such as a collections agency, for an amount
it is able to negotiate or the Provision Fund for $1. Once a loan has been
assigned, you may not benefit from any recoveries that may then be made
from that borrower. Further information on the assignment of loans is provided
in Section 7.11.
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No withdrawal of funds until end of
lending market indicative term

You are only able to withdraw (or reinvest) your funds at the end of the indicative
term of the lending market in which they are invested, except where i) they
are repaid to you through scheduled payments, ii) they are repaid to you by a
borrower as a result of the borrower making an additional payment or repaying
their loan early or iii) you are compensated by the Provision Fund.
When the early access transfer feature is available, you may be able to request an
early access transfer to exit an investment in a loan before the end of its indicative
term, provided there are funds from other investors to replace your interests in
that loan. An early access transfer request will not be fulfilled where, inter alia,
the value of lender orders in that lending market following execution of the order
would be less than the early access transfer market value limit or replacement
funders would be matched to the relevant facilitating loan at a rate above the
early access transfer rate limit, such limits as set by us from time to time and
published on our website. The availability of the early access transfer feature is
not guaranteed and may cease to be available to investors without warning. See
Section 7.12 for more information on early access transfers.

Investment longer than indicative term

In the 1 Month Rolling market, your funds may need to remain on loan to a borrower
beyond the indicative term. This may occur if, at the end of the indicative term,
there are insufficient investor funds available to replace your funds in a loan. This
period could be as long as an additional thirty five months.
If your funds in the 1 Month Rolling market are committed to a loan beyond
the indicative term, your funds may be returned to your holding account if
your investment in the relevant loan is able to be replaced with the funds of
a different investor. If your funds are committed for a longer period, you may
continue to receive payments and the interest rate should remain the same.
Your investment may also be longer than the indicative term in the event that
a borrower or series of borrowers to whom your funds are matched are late in
making payment and you are not compensated by the Provision Fund or other
collection or recovery efforts.

Borrower default impact on availability
of funds

Differences in borrower
creditworthiness

In the event of a borrower late payment or default where you have not
benefited from Provision Fund protection, you may only be able to withdraw
your funds relating to that loan when any collections or recoveries have been
made against that loan.

Your investment may be impacted by differences in the creditworthiness of
borrowers to whom your funds are matched in circumstances where investors
are not fully compensated by the Provision Fund in the event of borrower
late payment or default. RateSetter performs comprehensive borrower risk
assessment and lends only to creditworthy Australian-resident individuals and
businesses, however, there may be differences between the creditworthiness
of borrowers to whom your funds are matched and there may be different risks
and different levels of overall risk associated with loans to individuals versus
loans to businesses.
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Variances in borrower creditworthiness
over time

Value of secured property insufficient
to cover defaulted loan

We assess a borrower's creditworthiness as at the date of loan application,
and our assessment reflects their creditworthiness at that point in time. We
do not commit to evaluating a borrower's creditworthiness on an ongoing
basis, although we may do so periodically. Your investment may be impacted
should the creditworthiness of that borrower change over time, reducing
the borrower's capacity to repay their loan. In addition, your funds may be
matched to the loan of a borrower whose creditworthiness has changed since
their loan application was approved, or to a borrower who has been or is late
in making payment on their loan.

In circumstances where your funds are matched to a secured loan and where
investors funding that loan are not fully compensated by the Provision Fund
in the event of a default, your investment may be impacted by the realisable
value of the property over which a security interest is held, to the extent that
the realisable value is not sufficient to cover the full repayment of the loan. In
other words, if a loan is secured its repayment is not guaranteed.

Ancillary arrangement default

Where there is an ancillary arrangement in relation to a loan to which your funds
are matched, a party making payments pursuant to that ancillary arrangement
may stop making payments or default on their obligations. In such circumstances,
you may be protected by RateSetter making a claim to the Provision Fund,
however, there is no guarantee nor warranty as to any protection from the
Provision Fund, and as such you may suffer financial loss as a consequence of
the third party not meeting their obligations under the ancillary arrangement.

No deposit guarantee

Your investment is not a deposit and does not have the benefit of protection
under the Financial Claims Scheme as it may have if it were an amount
deposited with an Australian ADI.

Other significant fund-specific risks
No interest on funds not on loan

You do not earn any interest on funds in your holding account or funds which
are on market.

Money sitting idle

Your funds may remain in your holding account or on market for an extended
period if you do not make a lending order, if there is insufficient borrower
demand, if you create a lending order at an interest rate that is above the
prevailing rate in a lending market or if you do not withdraw your funds to
your nominated bank account. Funds in your holding account are held in the
RateSetter Trust Account. Interest earned on money held in the RateSetter
Trust Account is payable as a fee to RateSetter.

17

Dependence on related companies

Impact from other RateSetter Australia
RE Limited activities

Dependence on third party service
providers

We have engaged Ratesetter Australia Pty Limited and RateSetter UK to provide
services in connection with our operations including information technology,
borrower assessment and financial support. There are risks attached to our
dependence on related companies including the risk that the related company
fails to effectively provide the services and support that they are contracted to
provide. The Early Access Facilitating Partner provides services in relation to early
access transfers, including providing for the holding of early access loans and
facilitating loans. The Early Access Facilitating Partner could become insolvent or
may be unable to perform services in relation to early access loans or facilitating
loans, which may have an adverse impact on the repayment of your loans.

RateSetter acts as trustee for the RateSetter Wholesale Lending Platform, an
unregistered managed investment scheme which is engaged in facilitating
automotive finance to consumers and businesses. In that capacity, it may
facilitate loans for that scheme which could also be suitable for investment
through the RateSetter Lending Platform. RateSetter manages the potential
conflict of interest that it faces by, inter alia, maintaining an allocations policy
(described in Section 12).

We and Ratesetter Australia Pty Limited use third party service providers,
including for identity and credit checks and the transfer and holding of money.
There are risks attached to the use of third party service providers, including
the risk that the third party fails to effectively provide the services that they
have been contracted to provide.

Information technology

We rely on the effective use and function of information technology. As with
many technology-led businesses, there are risks associated with reliance on
information technology including technology failure interrupting the availability
of services, the loss of data, or data being stolen.

Regulatory risk

Peer-to-peer lending is a reasonably new industry in Australia and the regulation
of the industry may change, which may have an adverse impact on the costs
and risk of your investment or result in you incurring financial loss.

Legal risk

Our structure may be challenged or may be impacted by taxation legislation.
This may have an impact on the costs and risk of your investment or result in
you incurring financial loss.

Loss of Australian financial services
licence or Australian credit licence

Your investment may be impacted in the event that our AFSL or ACL is revoked
or suspended, or if conditions are imposed on either licence which alters our
capacity to operate the RateSetter Lending Platform or provide the services
as described in this PDS.
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RateSetter insolvency

Your investment may be impacted in the event that RateSetter becomes
insolvent or goes into administration. However, in such circumstances, the
loan contracts made with borrowers would still be legally valid and borrowers
would need to continue to make any scheduled payments to you. In addition,
RateSetter has a plan in place to administer those payments and manage the
wind-down of the RateSetter Lending Platform.

Provision Fund wind-up

Should the RateSetter Lending Platform be wound up, you will have no
entitlement to any residual funds in the Provision Fund. See Section 8 for
more information on the Provision Fund.

Platform availability

Your RateSetter Account, related information and investment functionality is
available through the website. RateSetter reserves the right to suspend the
operation of the website at any time. Where possible, RateSetter will notify
members of sustained scheduled website outages in advance via email.

Availability of early access transfer
feature

When the early access feature is available, you may be able to request an early
access transfer to exit an investment in a loan before the end of its indicative
term, provided there are funds from other investors to replace your interests
in that loan. We may enable or disable the early access transfer feature, and
change the terms under which it is offered, at our sole discretion. Changes to
the availability of this feature or its terms of use may impact whether you are
able to exit an investment before the end of the indicative term. See Section 7.12
for more information about early access transfers.

Other significant lending-specific risks
Early repayment

You may receive your investment in a loan back earlier than anticipated if a
borrower's payments change or if a borrower repays their loan early or if you
are matched to a loan with a remaining term that is shorter than the indicative
term of the lending market in which your funds are matched. If a borrower
repays their loan early you will earn interest on the amount repaid only up to the
date that the borrower makes payment, rather than the full indicative term of the
relevant lending market in which you invested. If your funds are not reinvested in
a loan or series of loans immediately your returns may be negatively impacted.
Any new investment you then make in a loan or series of loans may be at a
different interest rate to your initial investment which may impact your returns.
In addition, the term of any new investment in a loan may not match the term of
your initial investment in the loan that was repaid early.
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No risk sharing

When your funds are on loan to a borrower, you are exposed to the credit
risk of that borrower. The borrower's failure to pay will be borne by you and
will not be shared with other investors (unless one or more other investors
are also lending to the same borrower). In other words, you may lose your
investment because your funds are lent to a borrower who defaults whilst
another investor does not make a loss because they have lent to a borrower
who has not defaulted. However, you may benefit from RateSetter making a
claim to the Provision Fund in the event a borrower to whom your funds are
matched is late in making a payment or defaults on their loan. See Section 8
for more information about the Provision Fund.

Regulated loans

Loans made to borrowers who are individuals may be subject to the provisions
of the National Consumer Credit Protection Act 2009 (NCCP) and its related
regulations. Your investment may be impacted if a borrower to whom your
funds are on loan exercises certain rights under the NCCP, including requesting
a variation to loan payments due to hardship, the effect of which is that the
term of your investment may be impacted. Loans for business purposes are
not subject to the NCCP.

Compliance with credit laws

RateSetter and the Custodian are required to comply with certain credit laws
and regulations including responsible lending obligations, the NCCP and its
related regulations, the Australian Securities and Investments Commission
Act 2001 and the Competition and Consumer Act 2010. Your investment may
be impacted should RateSetter or the Custodian fail to comply with these
obligations.
Pursuant to these laws, a borrower may seek to vary a loan agreement or
reduce the amount payable and repayable under the loan, or seek a refund
of monies paid under a loan agreement. Where any modification to a loan is
made, you may be compensated by the Provision Fund as a result of those
changes, however, the Provision Fund does not provide a guarantee of any
kind and it is not an insurance product. See Section 8 for more information on
the Provision Fund.

Inability to exercise rights in relation
to loans

Interest rates may fall

You are not party to any borrower loan contract, and therefore you have no
direct ability to administer or enforce any loan contract. Rather, your rights and
obligations in relation to loans are governed primarily by the Constitution and
this PDS. RateSetter has the sole discretion to administer and enforce loans.

The interest rates at which you may be able to lend your funds may fall and
consequently your returns may fall over time.
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External dispute resolution

Differences in credit risks associated
with loans to individuals versus loans
to businesses

Applicant information and loan
purpose risk

Waiver of principal or interest owed
by borrower

Members and borrowers may have the right to refer any complaint to the
Australian Financial Complaints Authority (AFCA). Your investment may be
impacted if, as a result of any dispute referred to AFCA, payments due under a
loan are delayed, or a variation is required to be made to a loan agreement that
relates to a loan to which your funds are matched. You may be protected by
RateSetter making a claim to the Provision Fund, however, there is no guarantee
nor warranty as to any protection from the Provision Fund, and as such you may
suffer financial loss as a consequence of any dispute referred to AFCA.

There may be differences in the credit risks associated with loans to individuals
versus loans to businesses. Loans to businesses may be riskier than loans to
individuals on an economy wide basis, however, there can be no certainty as
to the relative riskiness of the loans RateSetter facilitates to individuals versus
those loans RateSetter facilitates to businesses.

Credit and other information that we receive about loan application may be
inaccurate. This may include inaccurate information about the applicant's
current circumstances or the purposes for which the borrower intends to use
loan proceeds. We may take measures to confirm information relating to the
application or the loan purpose, including in relation to a loan funded via the
National Clean Energy lending market or South Australia Renewable Energy
Loan lending market, but this does not guarantee that a borrower will utilise
funds for the purpose they claim.

As part of the administration of a borrower's loan, we may waive the
requirement for a borrower to repay an amount of principal or interest owed.
In such an event your investment may be protected by RateSetter making a
claim to the Provision Fund, however, there is no guarantee nor warranty as to
any protection from the Provision Fund, and as such you may suffer financial
loss as a consequence of such arrangements being agreed with a borrower.

Other significant business lending-specific risks
Business applicant information risk

Credit and other information that we receive about business loan applicants,
whether directly from the applicant or from third parties such as credit bureaus, may
be inaccurate or may not accurately reflect the borrower's creditworthiness. This
may include inaccurate information about the applicant's current circumstances,
and also the applicant's forecast circumstances, including financial performance.
Inaccurate or incorrect applicant information may negatively impact our ability
to assess the risk represented by an applicant and our ability to determine an
appropriate Risk Assurance Charge.
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Business borrower performance risk

Where a borrower is a business, the borrower's ability to repay their loan may
be negatively impacted by, amongst other things:
•
•
•

Business loan security risks

Adverse industry developments, including for example, increased industry
competition, adverse regulatory developments or industry obsolescence
Business cash flow problems, resulting from amongst other things,
reduced revenue, business seasonality, unexpected costs, adverse input
price movements or the failure of customers to make payments
Unexpected business developments, ranging from product failure to
litigation

A loan to a business may be secured over assets of the business or other
assets pledged by a director, shareholder or other third party. The types
of property that may be eligible to be used as security for a business loan
include real property (such as freehold business premises), tangible property
(including plant and machinery, vehicles and business stock) and intangible
property (including accounts receivable and intellectual property rights).
Where appropriate, the security interests may be registered with the PPSR or
state land information registry or as appropriate.
In circumstances where your funds are matched to a secured business loan
and where investors funding that loan are not fully compensated by the
Provision Fund in the event of a default, your investment may be impacted if
the realisable value of the security is not sufficient to cover the full repayment
of the loan and interest. In other words, even if a business loan is secured, its
repayment is not guaranteed.
The proceeds that may be obtained from the enforcement of any security
interest may be affected by, amongst other things:
•

•
•
•

Business borrower insolvency risk

Any other property or security interests obtained by other creditors over
specific or general property of the business, especially if security interests
taken by RateSetter are subordinated to those of other creditors of the
business
If the business is insolvent or is under administration
Legal proceedings that relate to the property against which a security
interest is held
The market value of the property against which the security interest is taken

Where a borrower is a business, the borrower's ability to repay their loan
may be negatively impacted if that business becomes insolvent, for example,
because the business enters into liquidation or voluntary administration, or is
placed into receivership.
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Business borrower guarantor risk

In addition to or instead of taking a security interest, RateSetter may agree with
a business borrower that a principal or related party of the business borrower,
such as a partner or director, will act as guarantor for a loan. This ordinarily means
the guarantor agrees that, in the event of a default by the business borrower, the
guarantor will be liable to pay the debt owed by the business borrower.
In circumstances where your funds are matched to a business loan and where
investors funding that loan are not fully compensated by the Provision Fund in the
event of a default, you may benefit from amounts paid by a guarantor. However,
your investment may be impacted if the guarantor fails to pay the amount owing,
for example, because any guarantor is bankrupt or dies. In other words, even if a
business loan has a guarantor, its repayment is not assured.

Business loan collections risk

In circumstances where your funds are matched to a business loan and where
investors funding that loan are not fully compensated by the Provision Fund
in the event of a default, your investment may be impacted if funds recovered
from a borrower in default through collection processes are insufficient
to cover the full repayment of the loan or interest owing. In other words,
repayment of a loan or outstanding interest through collections activity is not
guaranteed. In particular, the effectiveness of collection processes may be
affected by, amongst other things:
•
•
•

A business borrower becoming insolvent, for example, because the
business enters into liquidation or voluntary administration, or is placed
into receivership
The outcome of any liquidation, voluntary administration or receivership,
and the agreements which may be reached with business creditors about
how their debts are to be compromised
Amounts owed by a business borrower to other creditors

Other significant general risks
Legal and regulatory (including tax)

Changes in laws, including taxation laws, laws regulating peer-to-peer lending,
or laws or regulations relating to lending more generally or their interpretation,
including changes in the practice and policy of regulators (including the
Australian Taxation Office), may have a negative impact on your investment.

Interest rate volatility

The interest rates you achieve through your investment may fluctuate over time.
A fall in interest rates may result from a broad range of factors, ranging from an
economy-wide shift in interest rates through to an increased supply of investor
funds in a specific lending market.
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Inflation

Your investment may not keep pace with inflation.

Investment objective

Investment objective risk is the risk that your choice of investments will not
meet your objectives. One measure of an investment’s risk is how much returns
vary from period to period. The greater the variance in returns, the more likely
returns will differ from those expected over a given time period.

Other risk factors may exist in addition to those identified in this document which should also be considered in light
of your personal circumstances. If you have any queries or uncertainties relating to aspects of this document or an
investment in the RateSetter Lending Platform, please consult your adviser before deciding to invest.
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SECTION 5

The peer-to-peer lending industry
5.1

Traditional saving and borrowing
Saving and borrowing through banks has remained fundamentally unchanged for centuries. In the
simplest terms, savers receive interest from banks on their deposits and banks then use savers'
funds to make loans to consumers and businesses at higher interest rates. Banks, as intermediaries,
profit on the spread between saver rates and borrower rates.
It has become less clear that traditional saving and borrowing provides Australian consumers and
businesses with value for money as financial markets evolve. Notably, the spread between the RBA
cash rate and interest rate that consumers pay on unsecured personal loans and on credit cards has
increased significantly. Between January 1997 and October 2018, the spread between the cash rate
and standard credit cards rates increased by over 80% and the spread between the cash rate and
variable rate unsecured personal loans increased by over 100%.
Personal Lending Rates Spread to cash rate January 1997 – October 2018
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Source: RateSetter analysis, based on Monetary Policy Changes (A2) and Indicator Lending Rates (F5) datasets published by the RBA at
https://www.rba.gov.au/statistics/tables/, October 2018.

5.2

Modern finance
Consumers and businesses now have an increasing range of alternatives in finance. Technology and
innovation are making it possible for a new generation of financial services companies to provide
greater choice, and in some instances, a better deal through utilising more efficient and transparent
business models.
We believe peer-to-peer lending represents one of the most important examples of this evolution
in financial services.
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5.3

Peer-to-peer lending
In many ways, peer-to-peer lending takes borrowing and lending back to its roots.
Peer-to-peer lending can take a number of forms, although it is generally described as the practice of
lending money to borrowers without the direct intermediation of a traditional financial institution, such
as a bank. The practice of peer-to-peer lending takes place on online platforms and is typically facilitated
by, amongst other things, sophisticated borrower identification and credit-checking capabilities. Loans
matched between investors and borrowers on a platform are generally administered by the peerto-peer lending operator, including the establishment of loan contracts, the facilitation of payments
between borrower and investor and enforcement and collection processes in cases of borrower late
payment or default.
Through allowing investors and borrowers to transact in an open and transparent marketplace, and
through removing the need for costly branches and outlets, peer-to-peer lending can provide a new
form of investment whilst also facilitating the provision of more affordable credit to creditworthy
borrowers.
Since the peer-to-peer lending industry was founded over a decade ago, it has gained momentum
in a number of countries, and is comparatively advanced in the United Kingdom and the United
States of America where billions of dollars of loans are funded each year.

5.4

Peer-to-peer lending benefits to consumers and society
Peer-to-peer lending can deliver attractive financial outcomes to both investors and borrowers and
can also deliver benefits to society. Examples of these benefits may include the following:
•

Allowing investors and borrowers to achieve better interest rates by:
− Reducing the costs associated with effecting loans by introducing more efficient loan
application and loan maintenance processes
− Introducing risk-based pricing for loans, allowing more creditworthy borrowers to effectively
avoid subsidising lesser-quality borrowers
− Increasing competition for investors and borrowers in markets traditionally dominated by a
smaller number of large financial institutions
− Allowing investors and borrowers to avoid having to fund the sometimes substantial profits
generated by large traditional financial institutions

•

Enhancing customer experiences through streamlined online user processes, user friendly
account management and providing effective product-focused customer service

•

Increasing credit availability in creditworthy sectors that are not adequately serviced by traditional
financial institutions

•

Reducing systematic risk in the financial system by diversifying financial resources away from a
concentrated core of large financial institutions and removing the mismatch of shorter term liquid
deposits and longer term illiquid loans

However, peer-to-peer lending is not without risk for investors. It is important you understand the
risks of each peer-to-peer lending platform. Risks associated with the RateSetter Lending Platform
are set out in Section 4.
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SECTION 6

RateSetter background information
6.1

Introduction to RateSetter
RateSetter is the responsible entity of, and issuer of Interests in, the RateSetter Lending Platform.
RateSetter holds an AFSL number 449176 authorising it to operate the RateSetter Lending Platform
and provide associated financial services. As responsible entity of the RateSetter Lending Platform,
RateSetter is responsible for ensuring that the RateSetter Lending Platform is operated in accordance
with its Constitution and Compliance Plan, this PDS, and in accordance with the Corporations Act
and general trust law. RateSetter also holds an ACL number 449176, which authorises it to engage
in credit activities associated with lending to borrowers.

6.2

Associated companies
RateSetter is a wholly-owned subsidiary of Ratesetter Australia Pty Limited. Ratesetter Australia Pty
Limited is an Australian domiciled business with a number of Australian domiciled shareholders and
its own board of directors.
Ratesetter Australia Pty Limited is an associated entity of RateSetter UK, a company based in
London, England. RateSetter UK was founded in 2009 and is one of the largest peer-to-peer lending
operators globally. RateSetter UK provides certain intellectual property and technology to Ratesetter
Australia Pty Limited under a licence agreement.
Ratesetter Australia Pty Limited is contracted to provide operational, information technology, human
capital, financial and other resources to RateSetter pursuant to an outsourced services agreement.
The operational resources and support provided by Ratesetter Australia Pty Limited include the
operation, maintenance and support of information technology (including the website), as well
as assistance with borrower assessment, customer identification and verification checks, loan
administration and customer service. This services agreement can be terminated by RateSetter
Australia Pty Limited with 6 months' notice, in certain circumstances, including where RateSetter is
the subject of an insolvency event or RateSetter is in material breach of the agreement. Ratesetter
Australia Pty Limited is paid fees for its provision of services to RateSetter.

6.3

Third party service providers
RateSetter has appointed Australian Executor Trustees under a custodian agreement to act as
custodian for the RateSetter Lending Platform. The Custodian's primary role is to hold the assets of
the RateSetter Lending Platform on behalf of RateSetter. The duties of the Custodian include:
•

To hold and maintain legal title to the RateSetter Trust Account and loans of the RateSetter
Lending Platform

•

To be the legal lender-of-record in relation to loans made to borrowers

•

To act on the specific instructions given by RateSetter and its authorised representatives in
relation to assets of the RateSetter Lending Platform

The legal arrangements between RateSetter and the Custodian allow RateSetter to perform, on
behalf of the Custodian, a number of actions in relation to loans, including issuing loan payment
reminders to borrowers, communicating with borrowers in the case of late payment or default and
referral of borrowers to specialist external collection agencies in the case of a loan default.
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Australian Executor Trustees Limited has no supervisory role in relation to the operation of the
RateSetter Lending Platform and has no liability or responsibility to a member for any act done or
omission made in accordance with the Custodian Agreement.

6.4

Memberships
RateSetter is a member of AFCA, an external dispute resolution body (member number 32003).

6.5

Directors of RateSetter
The directors of RateSetter are Daniel Foggo, Benjamin Milsom and Glenn Riddell. A brief summary
of the experience of each director is provided below:

6.6

•

Daniel is the Chief Executive Officer of RateSetter. He holds over twenty years of finance
experience. Prior to joining RateSetter, Daniel was a director of the investment banking division
of Barclays Capital, the global investment bank, based in Sydney. His prior experience includes
advising on mergers and acquisitions at Rothschild, the European financial advisory business,
based in London. Daniel holds a Bachelor of Commerce (with Honours) in Economics and a
Master of Business (with Distinction) in Finance. Daniel was named FinTech Leader of the Year at
the inaugural Australian FinTech Awards in 2016.

•

Ben holds significant online financial services experience and has been involved in the peer-topeer lending industry since 2007. Immediately prior to joining RateSetter, Ben was a Principal
at Boston Partners, a boutique technology consultancy, providing advisory services for online
technology companies with a focus on product development and marketing. Ben holds a
Bachelor of Laws (with Honours) and a Bachelor of Engineering (with First Class Honours) in
Computer Systems.

•

Glenn holds significant online financial services experience and has been involved in the peer-topeer lending industry since 2007. Immediately prior to joining RateSetter, Glenn was a Principal
at Boston Partners, a boutique technology consultancy, where he led the product design and
development of a number of online finance companies. Glenn holds a Bachelor of Commerce
in Economics and Finance and a Master of Commerce (with First Class Honours) in Economics.
Glenn was named CTO/CIO of the Year at the inaugural Australian FinTech Awards in 2016.

Directors of Ratesetter Australia Pty Limited
The directors of Ratesetter Australia Pty Limited, the parent company of RateSetter, are Daniel
Foggo, Peter Behrens, Vaughn Richtor, Rob Chaloner, Martin Dalgleish, Adrian MacKenzie, and Neil
Brown. A brief summary of the experience of each director (other than Daniel, whose experience is
set out in Section 6.5) is provided below:
•

Peter is a director and co-founder of RateSetter UK, where he also holds the position of Chief
Commercial Officer. Peter holds broad consumer finance, banking and legal experience. He is
one of the world's most experienced peer-to-peer lending executives, having been a leader in the
industry since 2009. Peter's prior experience includes being a specialist originator and manager
of commercial real estate loans at Laxfield Capital Limited, having broad loan origination and
funding responsibilities at the Royal Bank of Scotland plc, and practising as a solicitor at Ashurst
LLP, a global law firm, in London.
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6.7

•

Vaughn was the founding CEO of ING Direct (Australia), Australia's first online-only bank, which
he helped lead to become one of Australia's largest banks. Vaughn departed Australia from
2005 to 2009 to lead ING Group's Indian operations, India Vysya, and then led ING's commercial
and retail banking across Asia from 2009. He returned to be CEO of ING Direct (Australia) again
in 2012, whilst remaining CEO of ING Retail Banking Asia before retiring from these positions
in 2016. Vaughn was named the Australian Financial Services Executive of the Year at the 2016
Australian Banking & Finance awards.

•

Rob is Managing Director of stratton, Australia's largest car finance broker. Rob founded stratton in
1998 and has overseen the company's growth into one of Australia's most innovative car finance
providers, offering finance and insurance solutions for cars, commercial vehicles, boats, property
and equipment. Toby Simmons, Chief Executive Officer of stratton, is Rob's alternate director.

•

Martin is an experienced technology company executive, director and investor. He holds over
twenty five years-experience in technology, consumer, telecoms and media with leading brands
including Publishing and Broadcasting Limited, Singtel Optus Pty Limited, Dixons Retail Plc, The
Rank Organisation Plc, PepsiCo Australia Holdings Pty Ltd and IBM Australia Limited.

•

Adrian is the founder and a partner of Five V Capital, a private equity firm that invests in leading
mid-market Australian and New Zealand businesses with strong growth potential. Adrian is a highly
experienced investor with over 20 years' private equity experience. Prior to Five V Capital, Adrian
was a Managing Partner and board member at leading global private equity firm CVC Capital
Partners, where he helped found the Asia Pacific and Australian offices. Adrian is also a board
member of Carriageworks, the contemporary multi-arts centre based in Redfern, New South Wales.
Angus Whitehead, Investment Professional at Five V Capital, is Adrian's alternate director.

•

Neil is Head of Private Equity at Federation Asset Management, an investment firm that invests
in renewable energy, real estate and growth businesses. Prior to Federation Asset Management,
Neil was a Division Director within Macquarie Group's Corporate and Asset Finance Principal
Finance team, the balance sheet investment arm of Macquarie Bank. He has more than a decade's
experience in investment, investment management and corporate advisory across a wide range of
sectors, including energy, infrastructure, transport, financials, and real estate. Cameron Brownjohn,
Chief Executive Officer of Federation Asset Management, is Neil's alternate director.

Responsible Managers and Compliance Committee
The Responsible Managers of RateSetter are Robert Bishop, Daniel Foggo and Peter Behrens.
Robert holds over thirty five years of legal, financial and compliance experience, gained at firms
including Linklaters & Paines, Allen Allen & Hemsley, Ord Minnett and Robert Fleming. Robert has
acted as an independent corporate finance and compliance advisor since 1998 at his Sydney-based
corporate finance business, First Capital Markets. Robert has significant experience acting as a
responsible manager for AFSL holders, with extensive experience in, amongst other things, fundraising,
chairing compliance committees and providing AFSL and compliance advice. Robert holds a number
of other responsible manager and compliance committee roles, and is an executive director of ASXlisted PharmAust Limited and its related company Pitney Pharmaceuticals Pty Limited.
RateSetter has established a Compliance Committee in respect of the RateSetter Lending Platform
comprising three members, two of whom are external to the board and management of the Responsible
Entity. The Compliance Committee chairman is Robert Bishop, and the Compliance Committee has two
additional external committee members. The function of the Compliance Committee includes monitoring
the extent to which the Responsible Entity complies with the Compliance Plan and reporting to the
Responsible Entity any breaches of the Corporations Act or the Constitution of which the Compliance
Committee becomes aware or suspects. The Compliance Committee meets at least quarterly.
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SECTION 7

How the RateSetter Lending Platform works
7.1

RateSetter Lending Platform overview
RateSetter matches investors with creditworthy borrowers who want a simple, competitive loan.
RateSetter established the RateSetter Lending Platform, a registered managed investment scheme.
The RateSetter Lending Platform is structured such that each investor has a distinct economic interest
in the different loans to which they are matched. Borrowers are not members of the RateSetter
Lending Platform.

Investors

In the event of missed payments or
defaults, Investors may be
compensated by the PROVISION fund

Borrowers

Provision Fund

All borrowers pay a Risk
Charge into the provision
fund

Note: This diagram is for illustrative purposes only. The lender of record is the Custodian, and borrowers have a loan contract with the
Custodian and not individual investors.

RateSetter manages the interaction between investors and borrowers utilising innovative peer-topeer lending information technology-led systems. RateSetter borrowers are creditworthy Australian
individuals or businesses who have decided to find an alternative to the big banks and large traditional
financial institutions.
Amongst other things, RateSetter is responsible for performing the following functions:
•

The receiving and considering of applications for membership of the RateSetter Lending Platform,
and performing various checks including identification and verification checks required under antimoney laundering legislation

•

The receiving and holding members' funds on trust

•

The undertaking of identity verification and anti-fraud checks on prospective borrowers

•

The undertaking of credit risk analysis, loan affordability checks and loan suitability assessments
on borrowers

•

The calculating of any Risk Assurance Charge for a borrower loan request
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•

For secured loans, the registration of security interests on the PPSR or state land information
registry, where relevant

•

On instruction, matching investor funds with borrower loans

•

Establishing and administering loan agreements with borrowers (via the Custodian)

•

Processing loan payments including the set-up and maintenance of scheduled borrower
payments and the allocation of principal and interest payments to investors

•

Managing collection processes in the event of borrower late payment or default

•

Making claims, on a discretionary basis, to the Provision Fund on behalf of investors where a
borrower's loan payment is late or a borrower defaults on their loan

•

Providing account information and loan management services

Investing in the RateSetter Lending Platform is not without risk. It is important that you read and
understand each of the risks set out in Section 4. If you have any queries or uncertainties relating
to this document or any investment in the RateSetter Lending Platform, please consult your adviser
before deciding whether to invest.

7.2

Lending to borrowers on the RateSetter Lending Platform
Before you can lend, you are required to register on the website, read this PDS, apply to become
a member of the RateSetter Lending Platform via the website, and then, assuming your application
is successful, transfer in funds. These steps must be completed online at www.ratesetter.com.au.

Lending to borrowers on the RateSetter platform

Register online

Register and become a
member on
Rate.etter-com-au

Transfer funds

Complete registration and
transfer funds into your
holding account

Lend to borrowers

Lend to borrowers by
placing orders on the
marRet

Re*ei'e pa"ments

Receive regular payments
based on amount and
loan term

To learn more about how to apply, please see Section 13.
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7.3

Your RateSetter account
Your RateSetter Account, which is accessible on the website, shows your investment balances
according to the following categories:
•

'holding account' – your funds waiting to be lent to borrowers or to be withdrawn by you. These
funds are held in the RateSetter Trust Account

•

'on market' – your funds allocated to orders (which may or may not be matched to a loan) made
by you but yet to be lent. These funds are held in the RateSetter Trust Account

•

'on loan' – your funds currently on loan to a borrower or series of borrowers

The 'Your Lending' section of the website provides you with a summary of your balances, and also
summarises the amounts transferred in to your holding account, interest earned on funds you have
loaned to borrowers, and withdrawals you have made to your nominated bank account.
No interest is paid on your funds that are in your holding account or that are on market.

7.4

How investor funds are matched to borrowers
When you login to your RateSetter Account and make an instruction for a specific amount of your
funds to be lent in a particular lending market and at a specific interest rate, this is referred to as an
'order'. The matching process for any order to a loan or series of loans is performed on our online
peer-to-peer lending information technology system, with lower rate orders filled in priority to higher
rate orders, and where order rates are the same, on a first order made - first order filled basis.
You do not determine the specific loans to which your order is matched. Your funds may be matched
to the loans of borrowers of differing creditworthiness, to secured or unsecured loans, and to loans
of individuals or businesses. Loan funds may be paid to a borrower, or may be paid to third parties as
directed by the borrower, such as to an automotive dealership where the borrower is purchasing an
automobile. Your funds may be matched to a loan made to a borrower directly or may be matched
to a facilitating loan to the Early Access Facilitating Partner, where your funds are used to replace
the funds of another investor already matched to a loan who is seeking to exit that loan. See Section
7.12 for more information about early access transfers.
Your order may be matched to a single loan or multiple loans. Whether your order is matched to
one loan or multiple loans may depend on the amount of your order, the rate of your order, the time
your order was made relative to other orders in that lending market and the number and amount of
loans available to be funded in that lending market. You are not informed as to the proportion of a
loan that your order has funded.
The time it takes for your order to be matched to a loan or series of loans can vary from a few seconds
to several days or more. This will depend primarily on the size of your order, the interest rate you
specify for your order, and the level of demand from approved borrowers for funds in the lending
market in which your order is made. Generally, the lower the interest rate you specify for your order
the more quickly your funds are likely to be matched. The rate you specify for your order is the lowest
rate at which your funds will be matched, although your funds may be matched at a higher rate.
When you make an order, your holding account balance is reduced by the amount of the order and
your on market balance increases accordingly. When your funds are matched to a loan, your on
market balance may remain unaffected until the loan has been formed (when a borrower becomes
contractually bound to a loan agreement). After the loan has been formed, your on market balance will
reduce and your on loan balance will increase accordingly.
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In circumstances where your funds are matched to a loan, but that loan is not drawn down by the
borrower and that loan is consequently cancelled, your funds will remain on market until they are
matched to another loan (or your lending order is cancelled). This process will be performed by our
information technology systems. The time it takes for your funds to be matched again can vary from
a few seconds to several days or more.
You do not earn interest on your funds until a loan to which your funds have been matched has been
formed and your funds have been recorded as 'on loan' in your RateSetter Account.
Your order can be changed or cancelled by you if it has not been matched to a loan or series of loans. If
your order has been partially matched (that is, only a portion of your order has been matched to a loan
or series of loans), you can change or cancel the order only in relation to the amount which has yet to
be matched. If you cancel an order, your unmatched funds will be returned to your holding account.
One or multiple lending orders may be matched to a loan.
The lender of record for the RateSetter Lending Platform is the Custodian. You as an investor (and
also other investors, to the extent the loan is funded by more than one investor) do not have a
contract with the borrower and do not have any rights to determine how a loan is administered, nor
do you have any ability to enforce your specific wishes in respect of a loan. Rather, when your funds
are matched to a loan, your RateSetter Account is updated to reflect that you have an interest in
the relevant loan, and your rights in respect of that loan are governed primarily by the Constitution
and this PDS. In addition to your interests in a loan, you will also have interests in any associated
ancillary arrangements which are entered into in connection with a loan to which you are matched.
The minimum funds in your holding account for an order or re-investment to be effected is currently $10.
RateSetter reserves the right to refuse to submit your order to a lending market or to cancel your
order without giving you prior notice.

7.5

Borrower loan payments
Loans are ordinarily governed by standard form loan contracts.
RateSetter allocates the interest and principal components of payments received to the investor
or investors who fund a loan. Amounts charged to borrowers not as interest payable to investors
(including borrower fees) are not allocated to investors but are retained by RateSetter on its own
account. Where a loan has been funded by a single investor, the relevant amount of the payment
received is allocated to the relevant investor. Where multiple investors are matched to a loan, the
relevant amount of the payment received is apportioned between investors on the following basis:
•

The interest component of the payment is allocated to the investors on a pro rata basis according
to the proportion of the loan that each investor is funding and the relative interest rate at which
each investor's order was matched; and

•

The capital component of the payment is allocated to the investors on a pro rata basis, to the
extent that any capital is due to the investor given the repayment profile of the lending market in
which their funds were matched to the loan.

In addition to scheduled payments, a borrower may elect to make additional payments towards their
outstanding loan. Any such additional payments made by a borrower are allocated to investors on
the same basis that the principal component of a scheduled payment is made.
A borrower may also elect to repay their entire loan early, resulting in all investors who are funding
that loan receiving their funds back earlier than anticipated.
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7.6

Credit risk management
We maintain comprehensive policies and processes for the management of credit risk, whether
arising in credit exposure, fraud, Provision Fund claim management or customer service activities.
RateSetter's credit policies, borrower risk assessment and fraud prevention procedures are subject
to an ongoing process of development, supplemented by reviews and development by external
credit experts as RateSetter considers appropriate.
Borrower risk assessment
RateSetter employs a credit risk assessment and loan underwriting process similar to that employed
by banks and other traditional lenders in order to determine a borrower applicant's creditworthiness.
These processes include applicant identity verification, anti-fraud checks, credit assessment and
analysis of the applicant's capacity to repay their loan. This assessment may include evaluation of
an applicant's credit history and performance on past and existing credit obligations through the
procurement of credit bureau and other third party information.
Borrower risk assessment is ordinarily performed in three phases:
1. Applicant assessment: An analysis of an applicant's creditworthiness is undertaken, incorporating
a review of information from credit-reporting bureaus, information provided by the applicant and
potentially information from third parties. Depending on the applicant's risk profile, an applicant
may or may not be accepted to proceed for further assessment.
2. Risk Assurance Charges: Information from the applicant assessment is used to determine the
applicant's expected risk of default. The applicant's risk of default, as well as the amount, term and
purpose of the loan for which they have applied and whether the loan is secured or unsecured,
ordinarily form the basis of the Risk Assurance Charge the applicant would be required to pay to
the Provision Fund at the time the loan is established or over the life of the loan (or a combination
of both) if they proceed to become a borrower. A higher Risk Assurance Charge will not impact
the interest rate earned by investors, nor does it increase the likelihood that an investor who has
funded such a loan will receive compensation from the Provision Fund in the event of a borrower
late payment or default.
3. Credit assessment: Prior to an application for credit being approved, a further underwriting
process is ordinarily undertaken which may include assessment by a specialist credit officer. For
an applicant who is an individual seeking a personal loan regulated by the NCCP this process
may include one or all of the following:
•

Verification of the applicant's identity, to a standard consistent with obligations under antimoney laundering laws

•

Making reasonable efforts to assess the applicant's employment status, including assessing
the likelihood of continued employment

•

Making reasonable efforts to assess the applicant's income, and the likelihood of continued
income being sufficient to fulfil existing obligations and new loan repayments without inducing
hardship

•

Making reasonable efforts to assess the applicant's claimed living expenses, for example
from housing, food, and transport

•

Making reasonable efforts to verify the applicant's claimed loan purpose

•

Making reasonable efforts to verify the applicant's existing liabilities, including their existing
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debt obligations
•

Where an applicant applies for a secured loan, confirming information in relation to the
property proposed to be used as security

•

Assessment of loan suitability, given the applicant's objectives, loan characteristics, and
ability to service ongoing loan obligations without suffering hardship.

For a business applicant, the loan underwriting process ordinarily includes:
•

Verification of the details of the business, its directors and its shareholders to a standard
consistent with obligations under anti-money laundering laws

•

Making reasonable efforts to verify the activities of the business are consistent with the
industry sector stated by the applicant

•

Making reasonable efforts to determine the period for which the applicant has been in
business

•

Making reasonable efforts to verify the applicant's claimed loan purpose

•

Making reasonable efforts to v erify the applicant's assets and liabilities, including their existing
debt obligations

•

Making reasonable efforts to verify the business' ability to service the loan through, for
example, assessing the business' payment cycle, cashflow and overall cash position

•

Making reasonable efforts to verify the overall financial position of the applicant to ensure the
business is solvent

In the instance that your funds are matched to a facilitating loan to the Early Access Facilitating Partner,
no separate credit assessment is performed in relation to that loan. This is because funds advanced
under a facilitating loan are used by the Early Access Facilitating Partner to acquire an existing
loan which was previously established in accordance with the above underwriting procedures. The
credit risk of a facilitating loan reflects the credit risk of the early access loan to which that facilitating
loan relates. See Section 7.12 for more information about early access transfers.
Security interests
Where an applicant applies for a secured loan, they are required to provide details of the property
over which a security interest may be registered. This includes information about the value of the
property, whether the property is currently owned by the applicant and whether there are any
existing security interests registered against the property.
RateSetter may take steps to verify the information provided by the applicant in relation to the
relevant property, including requesting copies of proof of ownership, serial numbers, condition
reports, valuation documents or other documents as relevant.
If RateSetter is able to facilitate the Custodian registering a security interest over the proposed
property in relation to a loan, a borrower may benefit from a lower Risk Assurance Charge than what
would otherwise be payable.
Security interests in personal property created under a secured loan agreement may be registered
on the PPSR in the name of the Custodian. The PPSR is the Australian register administered by
the Australian Financial Services Authority where security interests in personal property can be
registered and searched.
Security interests in real property created under a secured loan agreement may be registered on
the relevant state land information registry in the name of the Custodian.
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Fraud prevention
Fraud prevention is an integral component of RateSetter's credit approval and loss management
processes. Measures implemented to minimise vulnerability to fraud include:
•

End-to-end online borrower identity verification, utilising, wherever possible, Federal Government
Document Verification Service (DVS) data sources

•

Undertaking fraud bureau checks with third party fraud reporting agencies prior to approving
borrower credit applications

•

Proprietary platform algorithms to detect signs of fraudulent applications

•

Verification of borrower ownership of a nominated bank account held with an Australian ADI
(employing end-to-end online verification where possible)

•

Verification procedures to ensure that loan funds being disbursed are paid into a bank account
belonging to the relevant borrower

Portfolio analysis
The portfolio risk of loans outstanding relative to RateSetter's risk objectives is monitored by
RateSetter, informed by regular analysis and reporting.

7.7

Lending markets
There are five lending markets in which you can choose to lend. In each lending market your funds
may be matched to secured or unsecured loans to creditworthy Australian-resident individuals or
businesses.
The five available lending markets are set out below. It is important to note that your investment
term may be shorter or longer than the indicative term of the lending market.
Lending markets and the funding of loans
May investment be longer than
indicative term?

Lending market

Indicative term

Indicative repayment profile

1 Month Rolling

1 month
minimum

Capital and interest is reinvested each month
on a rolling basis, unless you elect not to
reinvest borrower payments received in this
market

Yes, up to 35 months if you elect not to
reinvest borrower payments received and
replacement investor funds are not available
Yes, if the borrower is late in making
payment and you are not compensated by
the Provision Fund

3 Year Income

3 years

Repaid in 36 approximately equal monthly
instalments, comprising both capital and
interest

Yes, if the borrower is late in making
payment and you are not compensated by
the Provision Fund

5 Year Income

5 years

Repaid in 48 or 60 approximately equal
monthly instalments, comprising both
capital and interest, depending on the term
of the loan to which your funds are matched

Yes, if the borrower is late in making
payment and you are not compensated by
the Provision Fund

National Clean
Energy

3-7 years

Repaid in 36, 48, 60, 72 or 84 approximately
equal monthly instalments, comprising both
capital and interest, depending on the term
of the loan to which your funds are matched

Yes, if the borrower is late in making
payment and you are not compensated by
the Provision Fund

South Australia
Renewable Energy

3-7 years

Repaid in 36, 48, 60, 72 or 84 approximately
equal monthly instalments, comprising both
capital and interest, depending on the term
of the loan to which your funds are matched

Yes, if the borrower is late in making
payment and you are not compensated by
the Provision Fund

36

Lending orders in the 1 Month Rolling market may be matched to loans that are up to three years
in term. If you elect not to reinvest borrower payments received, at the borrower's next repayment
date, your investment in a loan will be replaced by the funds of a different investor if funds from
different investor are available. For example, at the end of the first month of a one year loan, the
funds of the investor or investors who initially funded the loan and have elected not to reinvest
borrower payments may be replaced by one or a series of other investors who at that time have
created new lending orders in the 1 Month Rolling market.
Lending orders in the 3 Year Income lending markets are matched to loans that are three years in
term.
Lending orders in the 5 Year Income lending market are matched to loans that are four to five years
in term.
Lending orders in the National Clean Energy lending market and South Australia Renewable Energy
lending market are matched to loans where borrowers have sought funding to purchase or install
an Approved Clean Energy Product (see Section 14 for more information). These loans may be three
to seven years in term. To be funded by the South Australia Renewable Energy lending market, a
borrower must be approved for a subsidy under the South Australia Home Battery Scheme and the
loan must be used to purchase Approved Clean Energy Products to be installed at the same location
in South Australia as the battery to which the South Australia Home Battery Scheme subsidy relates.
Investor funds are committed to the relevant loan for the full term of the loan.
Potential repayment before end of indicative term
In all lending markets you may receive some or all of your investment back earlier than anticipated
or prior to the end of the indicative term, due to:
•

A borrower to whom your funds are on loan repaying all or part of their loan prior to the end of
their loan term; or

•

A borrower to whom your funds are on loan choosing to repay their existing loan because they
have been approved for a higher amount loan; or

•

A borrower to whom your funds are on loan changing the timing of their payments. For example,
if a borrower payment schedule is changed per a borrower's request, this may alter the timing
of the payments you receive.

Additionally, in the 3 Year Income, 5 Year Income, and National Clean Energy lending markets, the
repayment profile may be shorter than the indicative term of the lending market due to your funds
being matched to a facilitating loan used to effect an early access transfer from another investor.
See Section 7.12 for more information on early access transfers.
When funds are repaid, they are returned to your holding account or reinvested according to your
reinvestment settings.
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Investment longer than indicative term
Your funds invested in the 1 Month Rolling market may be required to remain committed to a loan
beyond the indicative term of the lending market. This may happen in circumstances where there
are insufficient investor funds available in the relevant lending market to replace your funds at the
end of the indicative term of your investment in a loan. This extended term could be as long as an
additional thirty five months.
If your funds in the 1 Month Rolling market are committed to a loan beyond the indicative term, your
funds may be returned to your holding account if at a future date your investment in the relevant
loan is able to be replaced with the funds of a different investor as a consequence of that investor
creating a lending order. Where there are multiple investors whose funds are committed to a loan
beyond the indicative term, any replacement of investor funds are made on a pro rata basis.
If your funds are committed to a loan beyond the indicative term in the 1 Month Rolling market, you
may continue to receive interest and capital payments as the borrower makes scheduled payments
(and potentially additional payments) and the interest rate earned on your funds should remain the
same.
For all lending markets, your investment may be longer than the indicative term in the event that a
borrower or series of borrowers to whom your funds are matched are late in making payment and
you are not compensated by the Provision Fund or other collection or recovery efforts.

7.8

Loan interest rates
When creating an order in a lending market you must specify the interest rate at which you are
willing for your funds to be matched. To help you make a decision on what interest rate to specify,
we publish on the website the last matched interest rate and also the order book (the amount of
investor and borrower funds waiting to be matched at different interest rates) for each lending
market.
Generally, the lower the interest rate you specify for your order, the more quickly your funds are
likely to be matched. The interest rate you specify will always be the lowest interest rate at which
your funds may be matched, and your funds may be matched at a higher interest rate.
The interest rate you see on the website represents the net interest rate after any interest margin
fees payable to RateSetter. The basis of the interest rate displayed differs by lending market:
•

1 Month Rolling: the interest rate displayed represents the amount of interest you would receive
annually, assuming your capital and interest is reinvested each month at the original interest rate

•

3 Year Income: the interest rate displayed represents the amount of interest you would receive
annually assuming that as payments are received, both capital and interest are reinvested for the
remainder of the investment term at the original interest rate

•

5 Year Income: the interest rate displayed represents the amount of interest you would receive
annually assuming that as payments are received, both capital and interest are reinvested for the
remainder of the investment term at the original interest rate

•

National Clean Energy and South Australia Renewable Energy: the interest rate displayed
represents the amount of interest you would receive annually assuming that as payments are
received, both capital and interest are reinvested for the remainder of the investment term at the
original interest rate
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Importantly, all interest rates you see on the website assume that payments in relation to loans to
which your funds are matched are made monthly. You may be matched to loans where payments
are made more frequently.
Interest amounts on an outstanding loan balance is calculated daily and as such your interest
payments may vary depending on the number of days in the relevant period. Interest is only earned
and shown in your RateSetter Account when a payment is received.
The return you receive on funds committed to a loan within a lending market remains fixed until
the end of the indicative term. In the 1 Month Rolling market, if you choose to reinvest your funds in
the same lending market, your funds may be re-matched to the same loan although at a different
interest rate.
The actual return you receive may exceed the interest rate at which you place your order. The actual
return you receive over time may also be impacted by processing times, movements in the interest
rates of each lending market between your investments in loans and borrower late payments or
defaults. Further, your actual return may be impacted by one or more of the other risks as set out in
Section 4.
In all lending markets, if your funds are repaid earlier than anticipated (for example due to a borrower
making additional payments or repaying their entire loan early), you may not be able to reinvest
those funds at the same interest rate, which may mean that the actual interest rate you receive is
different to the stated interest rate of your original investment.
In the 1 Month Rolling market, the capital you have invested in a loan may be returned to your
holding account in multiple payments at different times. This may be because a portion of the capital
you have invested in a loan may be replaced with another investor, whereas another portion of
the capital you have invested in a loan may be returned from a borrower payment, which may be
subject to longer processing times.
The highest interest rate at which an order can be placed in a lending market is 15%.
Due to NCCP restrictions, the maximum annual cost rate that a borrower who is an individual may
be charged on any loan is 48%. Applications by individuals who would attract a higher interest rate
(inclusive of all fees and charges) will not be accepted as a borrower by RateSetter.
A borrower's loan may be funded by multiple lending orders which are at different rates. As such,
investors funding the same loan may earn different interest rates.
Where multiple investors have been matched to a loan at different interest rates, interest payable by
the borrower to investors is determined using a blended rate that represents the weighted average
of the different investor rates. A borrower will not see the different interest rates on investor funds
that have funded their loan.
When a borrower places a loan offer on a lending market, all or part of the offer may be placed at
an interest rate up to 0.2% lower than the lowest lending order in that lending market. If matched
at this lower rate, the borrower's loan may consequently be funded at a lower rate than the rate the
borrower offered to borrow funds.
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7.9

Reinvestment options
You can elect to automatically reinvest payments received. You are able to access reinvestment
settings by clicking on the 'Reinvestment' link in the 'Your Lending' section of the website. You are
able to select:
•

The lending market into which your reinvestments are made

•

Whether the full payment is reinvested, or just the capital amount

•

Whether your reinvestment is at the market rate or at a specific interest rate (selecting the market
rate option will help to ensure your funds are re-invested relatively quickly)

The minimum funds in your holding account for an order or re-investment to be effected is currently
$10.
You can check the current rate of any order made as a result of your reinvestment settings by
clicking on the link to the relevant lending market in the 'Your Loans and Orders' section of the
website. You may choose to cancel or modify any such order as described in Section 7.4.
If you become a member of the RateSetter Lending Platform after the date of this PDS, your
reinvestment settings default to automatically reinvest borrower payments you receive into loans
in the same lending market from which the payment came, at the market rate. You can modify your
reinvestment settings at any time.

7.10

Withdrawing funds
One-off withdrawal from your holding account
You can withdraw some or all of your funds from your holding account by clicking the 'Withdraw' link
on the left hand menu in the 'Your Lending' section of the website. You can request a withdrawal of
cleared funds in your holding account at any time. After you have requested a withdrawal, RateSetter
will transfer your funds to your nominated bank account, subject to required fraud checks. You will
be notified by email when RateSetter has processed your withdrawal request. The timing of your
receipt of funds may be impacted by processing times.
If you withdraw all funds from your holding account and do not have any funds 'on loan', you may in
future be required to re-apply to become a member of the RateSetter Lending Platform.
The minimum amount for any withdrawal is $1.
Automatic withdrawals from your holding account
Funds can be automatically withdrawn from your holding account to your nominated bank account
as payments are made by borrowers. You may elect to have only the interest amount of payments
withdrawn, in which case the capital component will be reinvested as per your reinvestment instructions.
To set up automatic withdrawals, see the 'Auto withdrawal' feature by clicking the 'Withdraw' link
in the 'Your Lending' section of the website. Please note that for security reasons you will need to
have made at least one successful one-off withdrawal before being able to utilise the automatic
withdrawal feature.
If there are insufficient funds in your holding account to meet an automatic withdrawal request, no
withdrawal is made, and you will be notified by email that the automatic withdrawal has not been
successful. If an automatic withdrawal has not been successful, another automatic withdrawal will
not be made until your next scheduled automatic withdrawal.
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ASIC relief
ASIC has granted RateSetter conditional relief from the requirements of the Corporations Act
dealing with withdrawals so that you may have access to funds in your holding account in the
manner described above.

7.11

Borrower default and collections
A feature of lending money is that borrowers may be late in making their loan payments or may
default on their loan. When this happens, RateSetter ensures a number of collection or debt recovery
processes are undertaken. These processes are the same whether a borrower has a loan funded by
one investor or multiple investors.
When a borrower is late in making a loan payment, we or a nominated third party may undertake
a number of processes (other than making a claim on the Provision Fund for the benefit of the
investor, see Section 8), including:
•

Issuing the borrower with payment reminders or payment demands

•

Re-submitting direct debit instructions to debit the funds from the borrower's bank account

•

Where the borrower is an individual, contacting the borrower to discuss their circumstances and
to ascertain whether they are experiencing hardship

•

If appropriate, working with the borrower to develop alternative payment arrangements, including,
where the borrower is a business, matching repayment amounts to expected cashflows

•

Where the borrower is a business, issuing notices to directors or third-party guarantors to repay
amounts due

•

Where necessary, reporting non-payment to credit bureaus

•

Appointing an external collection agency to pursue payments

Similarly, when a borrower defaults on their loan, we or a nominated third party may undertake, in
addition to the processes outlined above, the following processes:
•

Appointing an external collection agency to pursue the outstanding loan balance, including late
payments, any late fees and any interest due

•

Engage in legal processes, including, where appropriate, court action

•

Where a loan is secured, appointing a specialist collection or recovery agency to exercise the
security interest, repossess and sell the relevant property

Where a borrower has defaulted on a secured loan and the security interest is exercised, RateSetter
may be unable to sell that property or the proceeds of any sale may not be sufficient to cover the full
repayment of the loan. In other words, if a loan is secured, its repayment is not guaranteed.
When a borrower cannot be located, a specialist collections agency may be employed to locate the
borrower and pursue collections processes including those outlined above. When a borrower has
been declared bankrupt, RateSetter may lodge a claim with the official assignee for amounts owed.
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If a borrower is a natural person and that person dies, their loan obligations are not extinguished.
Once we have received a certified copy of their death certificate, we'll seek to provide the legal
personal representative of their estate with the relevant details of the loan and the settlement figure.
The borrower's legal personal representative can either pay off the outstanding amount in full, or set
up new regular payments.
A loan will be considered to be in default if RateSetter determines that no further payments will
likely be made by the borrower. Ordinarily this will be when the amount overdue for payment by a
borrower is greater than or equal to the value of three months' payments. RateSetter may consider
a default to have occurred earlier in certain circumstances, for example if a borrower has been
declared bankrupt, or later if RateSetter believes that the borrower will soon make payments or if
the borrower is making payments under hardship arrangements.
RateSetter will consider whether it should make a claim to the Provision Fund to compensate an
investor whose funds are matched to a borrower who is late in making payment or defaults on their
loan. For more information about the Provision Fund, see Section 8.
In the event that RateSetter does not make a claim to the Provision Fund, and RateSetter determines
that a loan is in default, RateSetter may in its discretion assign the loan, including any related security
interests, to a third party (such as a collections agency) for an amount it is able to negotiate, or to the
Provision Fund trustee for $1. In such circumstances the consideration received will be paid to the
relevant investors in proportion to the amount of the loan that they funded.
In the event that a loan has been assigned to a third party or the Provision Fund, any future payments
on that loan will not be received by the investor or investors whose funds were matched to that loan.
Investors do not have any direct rights of enforcement against borrowers or the Provision Fund in
relation to borrower late payments or defaults.
In circumstances where a borrower is required to pay a late payment or payment dishonour fee, that
fee does not accrue to investors.

7.12

Early access transfer
If your funds are matched to a loan or loans funded in the 3 Year Income, 5 Year Income, or National
Clean Energy lending markets, you may be able to utilise the early access transfer feature to exit a
portion or all of your investments in loans before the end of their indicative term.
The availability of the early access transfer feature is at our discretion and may cease to be available
to you at any time. Further, an early access transfer request in respect of specific lending markets
may not be fulfilled if:
•

There are insufficient funds available from other investors to replace your interests;

•

After execution the value of lending orders that would remain in the relevant lending market
would be less than the early access lending market value limit for that market; or

•

Replacement funders would be matched to the relevant facilitating loan at a rate above the early
access transfer rate limit.

The early access lending market value limit and early access lending market rate limit are determined
by us from time-to-time and published on our website.
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You are not able to request an early access transfer in respect of a loan where your interest in that
loan is less than $10.
Early access transfers do not operate to directly transfer interests in a loan or loans from investors
seeking to exit their interests in a loan (outgoing investor) to investors seeking to invest funds in
loans (replacement funders). Instead, an outgoing investor's interests in a loan are assigned to and
purchased by the Early Access Facilitating Partner acting for the Early Access Facility Trust, a special
purpose trust which has been established for the purpose of acquiring outgoing investor loans
(early access loans). The money for the acquisition of the outgoing investor's interests in a loan is
provided by a separate loan that is funded by a replacement funder that is made to the Early Access
Facilitating Partner (facilitating loan).
The amount paid to the outgoing investor by the Early Access Facility Trust in respect of transferred
loans does not include any amount reflecting interest accrued but not yet paid.
Both the facilitating loan and the early access loan are funded from the same lending market. For
example, where an early access loan was originally funded from the 3 Year Income lending market,
the facilitating loan will also be funded by replacement funders lending in the 3 Year Income lending
market.
The facilitating loan funded by replacement funders has limited recourse, via the Early Access
Facilitating Partner, to the underlying early access loan. That is, where a borrower who is a party to
an early access loan is late making in repayments or defaults, the Early Access Facilitating Partner
may also not make payment to replacement funders in relation to the corresponding facilitating
loan. In the event of a late payment or default in respect of a facilitating loan, RateSetter may make
a claim on the Provision Fund on behalf of replacement funders, as described in Section 8.
The term of a facilitating loan is the same as the remainder of the term of the relevant early access
loan, to which the facilitating loan is referable. As a result, the term of any facilitating loan may be
less than the indicative term of the lending market in which the replacement funder has made a
lending order.
Where a borrower makes an early repayment in respect of an early access loan, the full amount of
the borrower early repayment is paid to replacement funders in respect of a facilitating loan, except
where the amount of the early repayment would be more than the outstanding balance of the
facilitating loan, in which case, only an amount equal to the outstanding balance of the facilitating
loan is paid to replacement funders.
In requesting an early access transfer, you do not select which loans you wish to transfer to the
Early Access Facilitating Partner. Instead, you nominate a gross amount (before fees), being less
than or equal to the total amount of loans funded from a particular lending market in your portfolio,
you are seeking to transfer. RateSetter's technology platform will then select loans to facilitate the
early access transfer of your specified amount in order of loans with the longest term remaining. An
outgoing investor is required to pay the early access transaction fee to RateSetter for a successful
early access transfer, being 1.5% of the value of the funds paid to the outgoing investor. See Section
10 for more information on fees and costs.
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Differences in interest rates between early access loans and facilitating loans
As the interest rate that applies to an outgoing investor's early access loan may differ to that of a
replacement funder’s facilitating loan, the value that an outgoing investor may receive for transferring
their early access loan may be less than the current face value of that loan. For example, where the
interest rate of a replacement funder's lending order is greater than the interest rate on the relevant
early access loan, the early access loan will be discounted to ensure that the economic return
expected by the replacement funder (given the rate specified in their lending order) is met while
keeping payments under the early access loan the same.
By way of example, if an outgoing investor has a $1,000 interest in a loan originally funded in the
3 Year Income lending market at a lending rate of 8% p.a. and the prevailing lending orders from
replacement funders (and thus, the rate at which the facilitating loan will be funded) has increased
to 10% p.a., the value the outgoing investor would receive in respect of the early access loan to be
acquired by the Early Access Facilitating Partner would be discounted (based on the repayment
schedule of the underlying borrower) to provide the replacement funder an equivalent economic
return of 10% p.a.
Where an outgoing investor receives less than the face value of their loan following an early access
transfer, they may be able to recognise the reduction in value of their loan interests as a tax or
capital loss. See Section 11 for more information about the tax implications of early access transfers.

7.13

Cancelling your RateSetter account
If you wish to cancel your RateSetter Account and your Interest in the RateSetter Lending Platform,
you will need to contact us. You will not be able to cancel your RateSetter Account and your Interest
until you have no funds on loan, and all of your funds have been withdrawn from your holding
account. If we cancel your Interest, you cease being a member and you will need to re-apply in order
to lend via the RateSetter Lending Platform.
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SECTION 8

The Provision Fund
8.1

Provision Fund overview
RateSetter UK was the first peer-to-peer lender globally to introduce the concept of a provision fund
to help protect investors from financial loss in the event of a borrower default or late payment. This
innovation represents a significant evolution in peer-to-peer lending, helping to make peer-to-peer
lending simpler and safer for investors.
Members of the RateSetter Lending Platform may be protected by the Provision Fund against the
effects of a borrower late payment or default.
The money in the Provision Fund comes from charges paid by borrowers. When a borrower applies
for a loan they may be required to pay a Risk Assurance Charge, the amount of which is determined
by a number of factors, such as their credit rating from independent credit reporting bureaus. The
Risk Assurance Charge is paid into the Provision Fund at the time the loan is established or over the
life of the loan (or a combination of both).
Although the Provision Fund is funded by borrowers, it has been established for the benefit of investors.
RateSetter may in its discretion require the Provision Fund trustee to pay it an amount out of the Provision
Fund so that RateSetter may compensate an investor for a loss arising from a borrower late payment or
default.
RateSetter's objective is to ensure that the Provision Fund is sufficiently funded to be able to protect
investors on an ongoing basis such that you do not suffer financial loss. However, the Provision
Fund is not a guarantee nor an insurance product. In the event your funds are matched to the
loan of a borrower who is late in making payment or defaults on their loan, you may not be fully or
partially compensated by the Provision Fund for a number of reasons, including:
•

RateSetter may elect to not make a claim to the Provision Fund

•

RateSetter may elect to make only a partial claim to the Provision Fund

•

The Provision Fund may not have sufficient funds to provide you with any compensation

The Provision Fund is established by a deed of trust. The trustee is The Trust Company. Consistent
with the conditional relief granted to RateSetter by ASIC, the assets of the Provision Fund do not
form part of the property of the RateSetter Lending Platform.
The money in the Provision Fund is held in cash. Any interest earned on the money in the Provision
Fund over and above the fees of the Provision Fund trustee is retained by the Provision Fund.
RateSetter has no beneficial interest in the capital or income of the Provision Fund and it cannot use
Provision Fund monies for its own purposes.
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8.2

Provision Fund claims
RateSetter procured the establishment of the Provision Fund, under a trust deed, to help protect
investors from financial loss in the event of a borrower late payment or default. RateSetter's objective
is to ensure that the Provision Fund is sufficiently funded to be able to protect investors on an ongoing basis such that you do not suffer financial loss. The past performance of the Provision Fund
does not guarantee its ability to protect investors in the future.
In accordance with RateSetter's Provision Fund Policy, a decision on whether a claim should be
made to the Provision Fund for a specific borrower late payment or default, and the amount of any
such claim, is undertaken by the Provision Fund Claims Committee. Members of the Provision Fund
Claims Committee are appointed by the directors of RateSetter. In accordance with the Provision
Fund Policy the Provision Fund Claims Committee must have three members, at least two of whom
must be directors of RateSetter.
The Provision Fund Claims Committee determines on a daily basis the claims that are to be made to
the Provision Fund by RateSetter on behalf of investors. A potential claim is ordinarily first considered
on the business day that RateSetter becomes aware of a borrower late payment. In determining
the claims to be made to the Provision Fund, the Provision Fund Claims Committee will consider,
amongst other things:
•

The amount of money in the Provision Fund and the funds expected to be paid into the Provision
Fund from existing borrowers

•

The expected future claims to the Provision Fund from existing loans, as assessed by RateSetter

•

Whether making a claim would be fair between members

•

The likelihood of the borrower rectifying the late payment or default in a short timeframe

•

The amount of the loss that may be suffered by the member

•

The expected proceeds from assigning the relevant loan to a third party

•

Whether the member has elected not to have RateSetter make any Provision Fund claims in
respect of the borrower late payment or default

The Provision Fund Claims Committee does not take into consideration whether a loan to which a
claim is related is secured or unsecured. Late payment or default in respect of a facilitating loan (due
to the late payment or default by an underlying borrower who is a party to an early access loan) will
be considered by the Provision Fund Claims Committee as if the replacement funders had funded
the early access loan directly.
Where the Provision Fund buffer is greater than the value of expected losses, it is our expectation
that the Provision Fund Claims Committee will make a claim to the Provision Fund to compensate
investors for the full amount of any borrower late payment or default. If the Provision Fund Claims
Committee determines that there may not be sufficient funds in the Provision Fund to cover all
expected future losses (based on loans currently outstanding), then it may reduce the amount
it seeks to claim from the Provision Fund to compensate for borrower late payment or default.
For example, the Provision Fund Claims Committee may make a claim on the Provision Fund to
compensate an investor for amounts of unpaid principal, but not interest, or may decide to delay any
claim for interest until a later date.
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Where a payment (or part of a payment) made to an investor from the Provision Fund is to compensate
for a loss of interest, RateSetter may deduct from that payment (or part of a payment) the interest
margin fee. See Section 10 for further information on this fee.
RateSetter has adopted policies to manage any potential or actual conflicts of interest in relation to
claims on the Provision Fund, as described in Section 12.3. The Provision Fund is audited annually
by external auditors.
The amount of money in the Provision Fund, the value of expected payments into the Provision Fund
from existing borrower loans as well as the value of borrower defaults we expect from outstanding
loans, are regularly updated on the website.

8.3

Provision Fund on wind-up
In the event that the RateSetter Lending Platform is wound up, you will have no entitlement to any
residual funds in the Provision Fund.
In the event that the RateSetter Lending Platform is wound up, the assets of the Provision Fund are
to be distributed in accordance with the Provision Fund trust deed and the Constitution.
To the extent that there are any funds in the Provision Fund once all loans have been repaid by
borrowers on the winding up of the RateSetter Lending Platform, the trustee of the Provision Fund
will apply the remaining funds firstly to cover any losses, liabilities and expenses incurred by the
Provision Fund or owing to the trustee of the Provision Fund, and then:
•

To a fund selected by RateSetter which has the same or a similar purpose as the Provision Fund
(namely, to compensate investors) and which is operated by RateSetter or a company which is
associated directly or indirectly with RateSetter in respect of loans made to borrowers; or

•

If there is no fund which satisfies the above description, towards such charitable purposes as the
trustee of the Provision Fund may choose.
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SECTION 9

Commonly asked questions
This section contains a selection of commonly asked questions about RateSetter and how the RateSetter
Lending Platform works. If you have any other questions, please contact our customer services team on 1300
768 710 or contact@ratesetter.com.au.

9.1

About RateSetter
Is RateSetter a bank?
RateSetter is not a bank and an investment in the RateSetter Lending Platform is not a bank account.
RateSetter is not authorised under the Banking Act, is not supervised by the Australia Prudential
Regulation Authority, and your investment in the RateSetter Lending Platform is not covered by the
Financial Claims Scheme or depositor protection provisions in section 13A of the Banking Act.
RateSetter is licenced by ASIC, holding an AFSL (number 449176) and an ACL (number 449176). The
RateSetter Lending Platform ARSN 169 500 449 is registered with ASIC.

9.2

Making loans
Where is money held before it is lent?
Funds in your holding account or on market are held on trust in an account with an Australian ADI
held under the name of Australian Executor Trustees, the appointed custodian for the RateSetter
Lending Platform.
Can a company or a trustee of a trust or a superannuation fund lend via the RateSetter
Lending Platform?
Yes, provided that they make an application to become a member and are accepted as a member.
Can you transfer in funds by cheque or cash?
No. We can only accept payments which are transferred to the RateSetter Trust Account by bank
transfer or BPAY.
Why is the rate of interest I receive less than the rate shown online?
The interest rates displayed on the website are shown on a net basis, after our interest margin
fee has been deducted. Our displayed rates of return in some lending markets assume that you
reinvest payments you receive in the same lending market and at the original investment rate. If
your calculated rate of return is less, it may be that you have not reinvested your payments, or you
have reinvested them at a different interest rate. See Section 7.8 for more information.
How much am I charged for lending through the RateSetter Lending Platform?
RateSetter generates revenue by charging you 10 percent of the gross interest earned on funds
you have on loan to borrowers. This fee is the 'interest margin fee'. RateSetter also charges a fee
equal to the interest generated on cash held in the RateSetter Trust Account. We may also charge
fees which are paid by borrowers, including fees for assisting a borrower to enter into a loan via the
RateSetter Lending Platform, monthly loan service fees, late payment fees and payment dishonour
fees. Investors do not receive the benefit of these fees.
See Section 10 for more information about fees and other costs.
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How do I change the interest rate of an order already on market?
Login to your RateSetter Account and click on 'Your Lending'. On the left side of the page, under
'Your Loans and Orders', click the relevant lending market which contains the order you would like
to change. Click the plus sign next to 'Unmatched' to expand that section. You can then click the
'Change' link or 'Cancel' link on the right side of the order number.
How are loans repaid?
Borrowers are required to repay loans, most commonly on a monthly basis although repayment
terms may vary. In some cases, a third party may make repayments of amounts of interest or principal
on behalf of a borrower. Loan repayments are made by direct debit, BPAY or bank transfer. The
dates of payments are ordinarily defined according to the borrower's loan schedule. Borrowers can
apply to change their payment date. Any such changes to a loan to which your funds are matched
may impact the timing of your borrower payments and will be reflected in your RateSetter Account
under the 'Your Portfolio' section of the website.
Your schedule of payments is also impacted by the lending market in which you have decided to
lend, as explained in Section 7.7.
To view your payments, click 'Your Portfolio' on the left menu bar. On this page, you can select a month
to see all payments you have received, and any payments you are scheduled to receive in the future.
Who are the borrowers?
RateSetter borrowers are creditworthy Australian-resident individuals and Australian-resident
businesses. Importantly, no credit, fraud, affordability or unsuitability checking information about
borrowers is displayed on the website. Further, neither an investor nor a borrower obtains or has
access to any personal or commercially sensitive information about each other.
Borrowers are not members of the RateSetter Lending Platform.
For what purposes are borrowers provided loans?
Borrowers may be seeking a loan for a large number of reasons. In the case of an individual, this
may include to fund the purchase of a car, home improvement, an investment, professional services
or to consolidate existing debts. In the case of a business, this may be to fund working capital, new
plant, new equipment, the purchase of property of other forms of expenditure or investment. We
carefully identify, credit assess and affordability assess a loan applicant to understand their financial
position and ability to service a loan as described in Section 7. Our stringent processes may mean
that we decline many of the applications for loans that we receive.
Are loans to borrowers secured or unsecured?
Loans to borrowers may be secured or unsecured, whether those loans are to individuals or
businesses.
Are loans to individuals or businesses?
Loans may be to creditworthy individuals or businesses.
What types of businesses may be approved for loans?
Businesses that may be approved for loans may be active in any industry and may be at any stage
of development (although ordinarily a business will have to have been operating for a minimum of
two years). However, a business will need to meet RateSetter's loan assessment and credit criteria,
which take into account our assessment of the business' propensity and financial capacity to fulfil
their obligations under a proposed loan contract at the time of assessment.
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How does RateSetter collect payments from borrowers?
Borrowers are required to make loan payments by BPAY, direct debit or bank transfer. Borrowers
may also make additional payments towards their loan by BPAY or bank transfer.
What happens if a borrower misses a payment?
An unfortunate feature of lending money is that occasionally borrowers are late with their payments
or default on their loan. When this happens RateSetter may make a claim to the Provision Fund to
reimburse you. The Provision Fund is not a guarantee nor an insurance product. See Section 8 for
further information about the Provision Fund.
Can a borrower repay a loan early?
Yes. A borrower can ordinarily repay a loan at any time. This means that your funds may be returned
to your holding account before you expect. We may notify you if a borrower to whom your funds
are matched elects to repay the entire amount of their loan, although we may not notify you if they
only repay early a portion of their loan. You should therefore check your holding account regularly
to check its balance, and you may consider utilising the loan reinvestment options available through
your RateSetter Account to help ensure you do not have funds sitting idle in your holding account
for a prolonged period.
Can you elect to receive the interest and reinvest the capital?
Yes. Your RateSetter Account has a feature which allows you reinvest only the capital component
of any loan repayment. This will allow you to receive an income into your holding account, whilst
leaving the capital invested. Alternatively, you can choose to automatically reinvest both the capital
and interest. You can select these settings for each lending market in the 'Reinvestment' link on the
website.
Your RateSetter Account also features an automatic withdrawal feature, which enables you to
automatically withdraw funds from your holding account to your nominated bank account. Transfers
can be set at particular intervals and you can choose the specific day on which the funds are
withdrawn.
Please note that, for security reasons, you will need to have made at least one successful one-off
withdrawal before being able to use the automatic withdrawal feature.
What happens if either party dies during the life of a loan?
If an investor dies, we are able in some circumstances to transfer the investor's account into
another person's name. We will comply with all reasonable requests provided by the legal personal
representative in respect of an estate regarding a deceased investor's account.
If a borrower is a natural person and that person dies, their loan contract still stands. Once we
have received a certified copy of their death certificate, we'll seek to provide the legal personal
representative of their estate with the relevant details of the loan and the settlement figure. The
borrower's legal personal representative can either pay off the outstanding amount in full, or set up
new regular loan payments.
How do I transfer in funds?
Once you have registered and then been approved as an investor, you can transfer in funds to your
holding account by bank transfer or BPAY. To transfer in funds, login to the website and click on the
'Transfer Funds In' link.
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If I transfer in funds to my holding account, how long until they are matched to a
borrower?
You will need to make an order in a lending market before your funds can be matched to a loan or
series of loans. Once you've made an order, the time it takes to be matched can vary from a few
minutes to several days or more. It depends on, amongst other things, the amount of your order, the
rate of your order and the level of demand for loans from borrowers.
If I make an order, how long before it is matched to a borrower?
Once you've made an order, the time it takes to be matched can vary from a few minutes to several
days or more. It depends on, amongst other things, the amount of your order, the rate of your order
and the level of demand for loans from borrowers.

9.3

Borrowing money
What are the terms of a borrower’s loan?
Loans to borrowers are ordinarily governed by standard form loan contracts and ancillary
arrangements, where relevant. We make sure that each borrower receives a copy of prescribed
disclosure documents and contracts that must be provided to them.
A borrower may benefit from a third party such as a retailer or service provider paying amounts of
fees, interest or principal in relation to their loan under an ancillary arrangement or otherwise.
This PDS is not intended to provide those disclosures to borrowers and, if you are a borrower, you
will need to read and agree to those borrower disclosure documents before you borrow money via
the RateSetter Lending Platform.
Is there a limit on how much a borrower can borrow?
Every borrower is given a limit depending on, amongst other things, their credit history, financial
position and ability to afford a loan.
What happens if a borrower loan is not matched with an investor immediately?
When a borrower places a loan order on the RateSetter Lending Platform which is not fully matched
immediately, it may remain on market, ordinarily for up to 2 hours, although potentially longer in
some circumstances. Any investor funds matched to the loan will not earn a return until the loan has
been fully matched, the loan has been formed and your funds have been recorded as 'on loan' in
your RateSetter Account.
If the loan is not formed the investor or investors' funds are reallocated to the relevant lending
market to be available to be matched to another loan or series of loans.
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SECTION 10

Fees and other costs
10.1

Consumer advisory warning
The Corporations Act requires the Responsible Entity to include the following standard consumer
advisory warning in this PDS. The information in the consumer advisory warning is standard across
Product Disclosure Statements and is not specific to information on fees and other costs associated
with an investment in the RateSetter Lending Platform.

DID YOU KNOW?
Small differences in both investment performance and fees and costs can have a substantial impact
on your long term returns.
For example, total annual fees and costs of 2% of your account balance rather than 1% could reduce
your final return by up to 20% over a 30 year period (for example, reduce it from $100,000 to
$80,000).
You should consider whether features such as superior investment performance or the provision of
better member services justify higher fees and costs.
You may be able to negotiate to pay lower contribution fees and management costs where applicable.
Ask the fund or your financial adviser.

TO FIND OUT MORE
If you would like to find out more, or see the impact of the fees based on your own circumstances,
the Australian Securities and Investments Commission (ASIC) website (www.moneysmart.gov.au)
has a managed investment fee calculator to help you check out different fee options.

10.2

Fees and other costs
This document shows fees and other costs that you may be charged. These fees and costs may be
deducted from your money, from the returns on your investment or from the assets of the managed
investment scheme as a whole. Taxes are set out in Section 11.
You should read all the information about fees and costs because it is important to understand their
impact on your investment.
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RateSetter Lending Platform
Table 1
Type of fee or cost

Amount

How and when paid

FEES WHEN YOUR FUNDS MOVE IN OR OUT OF THE MANAGED INVESTMENT PRODUCT
Establishment fee
The fee to open your investment

Nil

Not applicable

Contribution fee
The fee on each amount contributed
to your investment

Nil

Not applicable

Withdrawal fee
The fee on each amount you take
out of your investment

Nil

Not applicable

Nil

Not applicable

10% of gross interest (including payments
like interest) received in relation to a loan to
which your funds are matched.

The interest margin fee is paid at time that interest
amount is allocated to an investor. The fee is not
debited directly from your holding account.

Exit fee
The fee to close your investment
Management costs
The fees and costs for managing
your investment

And
A fee equal to any interest generated on
cash held for an investor in the RateSetter
Trust Account (i.e. the bank account a
member's funds are held in when they are
not on loan).

The fee is paid within two business days after the
RateSetter Trust Account is credited with interest.
The fee is not debited directly from your holding
account.

And
Borrower fees, received from a borrower in
relation to a loan to which your funds are
matched. The average amount of this fee in
the 2019 financial year was 3.67% of average
net scheme assets.

These fees are charged to and paid by
the borrower and may be charged at the
establishment of a loan or during the term of
the loan. These fees are not debited directly
from your holding account. The precise amount
of these fees in respect of your portfolio varies
by the terms of the borrowers' loan contracts to
which your funds are matched, and may vary by
amount, term and source of a loan, whether a
loan is secured or unsecured, whether a borrower
requests same-day transfer of funds as well as
whether a borrower meets the terms of their loan
contract during the loan.

Switching fee
The fee for changing investment
options

Nil

Not applicable

Early access transaction fee
The fee for using the early access
transfer feature

1.5% of the value of the funds paid to the
outgoing investor

This fee is charged to and paid by the outgoing
investor upon receipt of funds paid pursuant to
the early access transfer

SERVICE FEES
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10.3

Example of annual fees and costs
This table gives an example of how the fees and costs for this managed investment product can
affect your investment over a one year period. You should use this table to compare this product
with other managed investment products. The fees and costs shown in this table are an example
only and are not additional to the fees and costs described in Table 1.
Table 2
EXAMPLE - RateSetter Lending Platform
BALANCE OF $50,000 WITH CONTRIBUTION OF $5,000 DURING YEAR
Contribution fees

Nil

For every additional $5,000 you put in, you will
be charged $0.

PLUS management costs

0% p.a. + 10% interest margin fee deducted
indirectly1 + fee equal to interest earned on
your funds in the RateSetter Trust Account +
borrower fees paid by a borrower or series of
borrowers in connection with loans to which
your funds are matched.

And, for every $50,000 you lend via the
RateSetter Lending Platform, you will be
charged $478.28 each year.2,3 In addition, you
will be charged a fee of $2.24 assuming you
contribute $5,000 half way through the year
and those funds are not lent via the RateSetter
Lending Platform.4
In addition, RateSetter will earn $2,099.75 from
borrower fees from each $50,000 investment
which you lend via the RateSetter Lending
Platform. This is paid by the borrower or series
of borrowers in connection with loans to which
your funds are matched. Rates indicated on the
RateSetter website are net of all fees (including
borrower fees).5, 6

EQUALS cost of fund

If you had an investment of $50,000 at the
beginning of the year and you put in an
additional $5,000 during that year, you would
be charged fees from:
$2,578.03 to $2,580.277
What it costs you will depend on the fees you
negotiate.

The interest margin fee is the fee charged on interest (including payments like interest) earned from loans to which your funds are matched
on the RateSetter Lending Platform.
1

The amount of interest margin fees shown is an average calculated by dividing the total of all interest margin fees earned by RateSetter in
FY19 across each $50,000 investment.
2

The actual interest margin fee you will be charged will depend on the timing of investments in loans, the timing of payments received,
whether you are exposed to any late payment or default without Provision Fund protection and whether capital and interest payments are
reinvested.
3

Example assumes $5,000 contribution is transferred in on the 1st July of the notional year, remains in your holding account, is not matched
to any loans. The amount of interest earned on RateSetter trust account funds is an average calculated by dividing the total of all interest
amounts earned on the RateSetter trust account in FY19, across each $50,000 investment.
4

The amount of borrower fees shown is an average calculated by dividing the total of all borrower fees earned by RateSetter in FY19 across
each $50,000 investment.
5

The precise amount of borrower fees in respect of your portfolio varies by the terms of the borrower's loan contract to whom your funds are
matched, and may vary by amount, term and source of the loan, whether the loan is secured or unsecured, whether the borrower requests
same-day transfer of funds as well as whether the borrower meets the terms of their loan contract during the loan.
6

The total of $2,578.03 is made up of the $478.28 in interest margin charge which you pay and $2,099.75 being the average borrower fees
in relation to a $50,000 investment.
7

And if you request an Early Access Transfer of some or all of your interests in loans, you may also be charged an Early Access Transaction Fee
of 1.5% of the value of the funds paid to you pursuant to that early access transfer ($750 for every $50,000 paid to you).
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10.4

Additional explanation of fees and costs
Interest margin fee
The interest margin fee is a fee paid to the Responsible Entity for operating the RateSetter Lending
Platform. The amount is ten percent of the gross interest (including payments like interest) earned on
the loans to which your funds are on loan, whether paid by the borrower or by a third party pursuant to
an ancillary arrangement, or ten percent of any amount paid from the Provision Fund to compensate
you for a loss of interest. The fee is not debited directly from your holding account, but is deducted
from the gross interest amount of payments received in relation to loans to which your funds are on
loan or from any amount paid from the Provision Fund to compensate you for a loss of interest. The
Responsible Entity accrues the interest margin fee daily. The Responsible Entity is paid the interest
margin fee within two business days of a payment being made.
The Constitution states that the Responsible Entity is entitled to charge an interest margin fee of an
amount of up to twenty percent of the gross amount of any interest on a loan held in a member's
portfolio.
Interest earned on RateSetter Trust Account funds
In addition to the interest margin fee, the Responsible Entity charges a fee equal to the interest generated
on cash held for an investor in the RateSetter Trust Account. This fee is paid separately on an on-going
basis to the Responsible Entity and is not deducted from any balances shown to investors in their holding
account. The Responsible Entity accrues interest in the RateSetter Trust Account daily and is paid the
interest within two business days after the account is credited with interest.
Borrower fees
The Responsible Entity may receive amounts which are charged to and paid by borrowers in relation
to a loan to which your funds are matched. These amounts are not received as income by members
but are received by the Responsible Entity on its own account. The precise amount of these fees
in respect of your portfolio varies by the terms of the borrowers loan contract to whom your funds
are matched and may vary by amount, term and source of the loan, whether the loan is secured
or unsecured, whether the borrower requests same-day transfer of funds as well as whether the
borrower meets the terms of their loan contract during the loan.
The fees that a borrower may pay are comprised of one or all of the following:
•

A credit assistance fee, charged to the borrower at the establishment of their loan and added to
the amount financed

•

A platform servicing rate, charged to the borrower during the term of the loan. This amount
is expressed as an annual percentage rate, and is paid when a borrower makes a payment in
respect of their loan. This amount may form part of the interest rate disclosed to a borrower
under the loan contract, but does not form part of the interest that is earned by investors in
respect of a loan

•

A monthly account keeping fee, charged to the borrower monthly and paid when a borrower
makes a payment in respect of their loan

•

An expedited loan transfer fee, charged to the borrower at the establishment of their loan in the
event that they request a same day fund transfer via the Real Time Gross Settlements (RTGS)
payment system

•

A late payment fee, which may be charged at the Responsible Entity's discretion to a borrower who
is late in making payments due under their loan
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•

A direct debit failure fee, charged to the borrower in the event that a direct debit payment is
dishonoured by their bank

•

A loan variation fee, charged at the Responsible Entity's discretion, to borrowers who request
changes to the terms of their loan, including changes to repayment dates or scheduled repayment
amounts

•

A security registration fee, charged to borrowers for the registration of a security interest or other
administration processes in relation to property that is or is proposed to be used as security
under a secured loan

•

Collection fees and costs, charged to borrowers to recover costs incurred by the Responsible Entity
in undertaking collection activities, whether such costs are incurred by the Responsible Entity directly
or an external collections agency

In some circumstances, a third party may pay some or all of these fees pursuant to an ancillary
arrangement.
In the financial year ended 30 June 2019, borrower fees were 3.67% of average net scheme assets.
Interest rates shown to investors on the RateSetter website are net interest rates, shown after the
deduction of the interest margin fee and borrower fees.
Early access transaction fee
The early access transaction fee is payable by the outgoing investor to the Responsible Entity in
respect of loans that are transferred using the early access transfer feature. The amount of the fee is
1.5% of the amount paid to the investor who is transferring their interests in a loan or loans (outgoing
investor) following an early access transfer. The early access transaction fee is deducted from the
amount of funds paid to the outgoing investor by the Early Access Facility Trust.

10.5

Changes in fees or costs
It is possible for the Responsible Entity's fees and costs to change up to the maximum amount
specified in the Constitution, and we may do so without your consent. If there is any proposed
increase, we will advise you in writing at least 30 days prior to the date that the increase takes effect.
In addition, any increase in our interest margin fee will not apply to any funds on loan at the time the
increase in implemented until those funds are reinvested.
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10.6

Other payments
Where permitted by law, RateSetter may make payments to third parties in respect of the RateSetter
Lending Platform out of its own funds.
Distribution payments
RateSetter may, at its discretion, enter into a variety of arrangements with service providers such as
master fund and IDPS operators which may involve us making payments to these operators for the
costs associated with offering RateSetter Lending Platform on their investment menu.
Any such payments are paid by RateSetter out of its own funds and are not an additional cost to you.
Alternative forms of remuneration
RateSetter may pay, out of its own funds, alternative forms of remuneration which include professional
development, sponsorship and entertainment for licensed financial advisers, dealer groups and
master trust or IDPS operators. Where such benefits are provided, they are payable by RateSetter
out of its own funds and are not an additional cost to you.

10.7

Goods and Services Tax (GST)
All fees and charges in this section are quoted inclusive of GST where applicable and take into
account expected reduced input tax credits available to the RateSetter Lending Platform in respect
of the GST component of any fee.
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SECTION 11

Taxation
The income tax implications for Australian investors outlined in this section are general in nature, and do
not take into account your specific circumstances. For example, the income tax implications outlined in this
section do not consider taxpayers who are subject to the Taxation of Financial Arrangements regime. You
should obtain specific taxation advice relating to your particular circumstances from a suitably qualified
taxation advisor before investing in the RateSetter Lending Platform.

11.1

Your portfolio held in trust
When you invest in the RateSetter Lending Platform for the first time, you acquire an Interest. Your
Interest is represented by units (either cash units or loan units) and gives you a separate interest in
a Portfolio, which is held in a separate trust for your benefit, with RateSetter as trustee.
Your Portfolio will contain cash and loans in which you have invested. Cash in your Portfolio includes
cash you have invested but which has not been lent, payments received which have not been
reinvested in loans or withdrawn by you and money received from the Provision Fund. Units issued
in respect of your Interest are comprised of cash units, which represent an interest in cash amounts
in your Portfolio, and loan units which represent an interest in each loan in your Portfolio. Each loan
unit relates to a specific loan in your Portfolio.
When you invest more money through the RateSetter Lending Platform, that money is added to your
Portfolio.
Your trust that holds your Portfolio is a taxable entity and needs to file its own tax return. RateSetter
administers your trust and will arrange the lodgement of the tax return.

11.2

Income earned on your portfolio
The net income earned on your Portfolio will be assessable and will be included in the tax return
for your trust. RateSetter will include in the trust return the gross amount of interest received in
respect of your loans and any amounts paid into your Portfolio by the Provision Fund on account of
interest which the borrowers failed to pay but will deduct the amount of the interest margin fee that
is payable to RateSetter.
RateSetter as trustee of your trust will make you presently entitled to the income of your trust each
financial year, such that you will be required to include the taxable income of the trust in your
assessable income for that year.
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11.3

Borrower defaults
Any interest that is due and payable on a loan in which you have invested which the borrower fails to
pay will not be assessable to your trust or to you. However, any payments made by the Provision Fund
in respect of such interest will be assessable.
If a borrower defaults on payment of the principal of a loan, RateSetter may determine that no further
payments will likely be made by the borrower in respect of the loan and that the loan is in default.
RateSetter may then assign the loan to a third party, such as a collections agency, for an amount it is
able to negotiate, or to the Provision Fund trustee for $1, and will cancel the relevant number of loan
units in your Portfolio which represent the amount of the specific loan your trust has lost.
Where you hold your units in the trust on capital account, the overall effect of this would be a capital
loss which would be equal to the amount of the loan not recovered by your trust (less any payments
made by the Provision Fund in respect of the principal). This capital loss may be included in your tax
return and may be available to offset against any capital gains you have made. For some types of
taxpayers, certain integrity rules may apply to determine whether any such capital loss is available
to offset capital gains. Consideration should be given to the availability of any capital loss in the light
of each taxpayer's specific circumstances.
Where you hold your units in the trust on revenue account (which may be the case, for example,
where you are a financial institution such as a bank or an insurance company), the overall effect of
this may be a revenue loss which would be equal to the amount of the loan not recovered by your
trust (less any payments made by the Provision Fund in respect of the principal). This revenue loss
may be included in your tax return and may be available to offset against any revenue or capital
gains you have made. For some types of taxpayers, certain integrity rules may apply to determine
whether any such revenue loss is available to offset revenue or capital gains. Consideration should
be given to the availability of any revenue loss in the light of each taxpayer’s specific circumstances.

11.4

Payments from the provision fund
If your trust receives a payment from the Provision Fund to compensate for a borrower late payment
or default, the tax impact will depend on whether the payment provides full or partial compensation,
and on the year in which that compensation is received.
If the Provision Fund provides full compensation in the same year as your trust would have received
a borrower payment had the late payment or default not occurred, the tax position is the same as
what it would have been had you not been exposed to a borrower late payment or default.
If your trust is only partially compensated through a payment from the Provision Fund, compensation
for lost capital is made as a priority over compensation for lost interest. Compensation received
from the Provision Fund for interest lost may be assessable as income.
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11.5

Early access transfers
Outgoing investors
If your trust utilises the early access transfer feature, your trust will transfer its interests in a loan (or
loans) to the Early Access Facilitating Partner. Where the consideration receivable for the transfer of
the early access loan is equal to the outstanding face value of the loan that is transferred, no gain
or loss should be recognised by your trust. RateSetter will cancel the relevant number of loan units
in your Portfolio which represent the amount of the specific loan your trust has transferred. No gain
or loss should arise for you as a result of these loan units being cancelled.
Where the consideration receivable for the transfer of the early access loan is less than the
outstanding face value of the loan that is transferred, or the amount received (after application of the
early access transaction fee) is less than the outstanding face value of the loan that is transferred, a
loss that is deductible for your trust should arise. RateSetter will cancel the relevant number of loan
units in your Portfolio which represent the amount of the specific loan your trust has transferred.
As a result of the cancellation of the units, you should make a loss which is taken into account for
tax purposes. The loss should be calculated as the outstanding value of the loan less the amount
received for the early access transfer of the loan (net of the early access transaction fee). The tax
consequences for you will depend on whether the loss is a capital loss or a revenue loss.
Replacement funders
If your trust makes a facilitating loan to the Early Access Facilitating Partner, the same Australian
taxation implications detailed in Sections 11.1 to 11.4 should arise in respect of the facilitating loan.
If you are in the business of lending money or trading in loans the above information may not apply
to you and you should seek specialist tax advice.
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SECTION 12

Additional information
12.1

Keeping investors informed
We will keep you up to date regarding your investment. For example, you will receive:
•

A notification confirming your initial investment in the RateSetter Lending Platform

•

Periodic statements each quarter setting out the transactions on your RateSetter Account,
including payments credited to your holding account

•

A notice setting out any material change or significant event affecting your investment or the
RateSetter Lending Platform

•

An annual tax statement containing a summary of your distributions for the financial year to assist
you in completing your tax return

•

Any updated PDS from time to time and any supplementary PDS

•

Annual financial reports for the RateSetter Lending Platform, if you elect to receive such reports
and if you elect to receive them by email. You may elect to receive a hard copy of annual financial
reports by contacting us on 1300 768 710

Using your RateSetter Account, you can view all transactions in relation to your investment in the
RateSetter Lending Platform at any time.
All material information about the RateSetter Lending Platform, such as the most up-to-date PDS for
the RateSetter Lending Platform, notices of material changes and significant events, and the annual
financial report for the RateSetter Lending Platform, are available on the website.

12.2

Cooling-off
Cooling-off rights do not apply in respect of the RateSetter Lending Platform.

12.3

Management of potential conflicts of interest
RateSetter has identified those circumstances in which it considers that it may face a conflict of
interest and has adopted policies designed to mitigate or avoid those conflicts.
Provision Fund claims
In the event of a borrower late payment or default, RateSetter may make a claim on the Provision Fund
on behalf of investors, as described in Section 8. RateSetter considers that there may be a conflict
of interest where its employees, officers or associates, or the employees, officers or their associates
of Ratesetter Australia Pty Limited, have lent money using the RateSetter Lending Platform and have
suffered a default, and where they are required to make a decision as to whether a claim will be made
on the Provision Fund in relation to that default. RateSetter manages that conflict by:
•

Ensuring that the same policies and procedures apply in relation to a claim to the Provision Fund
in relation to a loan in which an employee, officer or their associates have invested, as to any
other default in relation to loans made by other investors; and

•

Ensuring that where an employee or officer has knowledge that they have an interest in a loan
that is the subject of a Provision Fund claim, the relevant employee or officer does not participate
in a decision as to whether or not a claim will be made on the Provision Fund.
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Employee borrowing
A potential conflict could arise where employees or officers of RateSetter have borrowed money
using the RateSetter Lending Platform. RateSetter manages this potential conflict by adopting a
policy whereby employees and officers of RateSetter cannot borrow on the RateSetter Lending
Platform. By maintaining this policy, it avoids this potential conflict of interest from arising.
Early access transfer
The Constitution of the RateSetter Lending Platform provides for the early access transfer feature by
which investors may be able to exit their investment in a loan before the end of the nominal term of
that loan, provided that there are funds from replacement funders available to replace the outgoing
investor's interests in a loan. The early access transfer feature is facilitated by assigning an outgoing
investor's interests in a loan to a special purpose trust (the Early Access Facility Trust).
The units in the Early Access Facility Trust are majority owned by RateSetter Australia Pty Limited.
The Early Access Facilitating Partner and RateSetter may earn revenue from facilitating early access
transfers, as a result, there may be a conflict of interest between the interests of the Early Access
Facilitating Partner and RateSetter and that of investors. This conflict is managed by ensuring that
the Early Access Facilitating Partner and RateSetter can only facilitate the early access transfer of
loan interests in accordance with the terms of the early access transfer feature as set out in this PDS.
The Early Access Facilitating Partner is a wholly owned subsidiary of RateSetter Australia Pty Limited
and has been established for the sole purpose to hold loans to facilitate early access transfers when
requested under the terms of the constitution of the RateSetter Lending Platform. It does not borrow
any other monies or grant security to any third parties.
Lending by related parties
Entities related to RateSetter, including RateSetter Australia Pty Limited, may invest funds on the
RateSetter Lending Platform. This may give rise to a conflict between the duties of the related
party to RateSetter (as a service provider or otherwise) and its interests as an investor. RateSetter
manages this conflict by:
•

Utilising information barriers to ensure that those persons administering a related party's
RateSetter Account do so only based on information available to investors generally; and

•

Ensuring that where a person administering a related party's RateSetter account has knowledge
that they have interests in a loan that is the subject of a Provision Fund claim, the relevant
employee or officer does not participate in nor communicate the fact of that knowledge to a
person who does participate in, a decision as to whether or not a claim will be made on the
Provision Fund.

Other activities of RateSetter
RateSetter acts as responsible entity for the RateSetter Lending Platform, and as trustee for the
RateSetter Wholesale Lending Platform, an unregistered managed investment scheme which is
engaged in facilitating automotive finance to consumers and businesses.
RateSetter has established and documented policies and procedures designed to address a range
of situations where a conflict of interest may arise and to govern the manner by which RateSetter
provides its services and the conduct and behaviour required of all employees and officers. Among
other policies, RateSetter maintains an allocations policy to determine a reasonable allocation of
loan opportunities between schemes which is reviewed annually by RateSetter's Board of Directors.
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The allocation policy is designed to allocate loans between the two schemes on a fair, reasonable
and objective basis. In summary, RateSetter has adopted the following broad principles for allocation
of loans between schemes. Loans are allocated to the RateSetter Lending Platform unless the
following conditions are met:
•

The loan has been referred to RateSetter from a selected commercial partner. In determining
whether an entity qualifies as a selected commercial partner, RateSetter must satisfy itself that
the RateSetter Lending Platform would not reasonably be able to provide commercially attractive
finance to the partner and the applicants they may refer, having regard to:
− The current and recent historical interest rates of loans funded via the RateSetter Lending
Platform;
− The credit or risk management criteria of the RateSetter Lending Platform; and
− The terms of the loans the selected commercial partner requires for such referred applicants,
including the amounts and terms of those loans; or

•

The loan meets a set of pre-determined, non-discretionary criteria in terms of loan term, purpose
and eligible security interests, being that:
− The loan is for the purchase of a vehicle or refinance of an existing car loan;
− The amount requested by the borrower is equal to or greater than $10,000;
− The loan term is greater than or equal to 3 years; and
− The security asset is less than 7 years of age at the loan origination date.

These principles apply to potential loans where RateSetter has the ability to make or influence
investment allocation decisions. It does not apply where a borrower or a source of borrower referrals
requires funding be provided through a specific scheme, in which case RateSetter does not have
the ability to make or influence the allocation decisions. RateSetter has entered into arrangements
which require that loans are funded only by the RateSetter Wholesale Lending Platform.
Even where a loan meets the criteria to be allocated to a scheme other than the RateSetter Lending
Platform, RateSetter may at its discretion allocate the loan to the RateSetter Lending Platform.

12.4

Complaints
We have established procedures for dealing with complaints.
If you have any concerns or complaints, please contact our Customer Services team on 1300 768
710. We will endeavour to respond and resolve the complaint within 45 days. If you are not satisfied
with the outcome, you can contact the Australian Financial Complaints Authority (AFCA) by calling
1800 931 678. AFCA operations are governed by published terms of reference, which are available
at www.afca.org.au.
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12.5

Privacy
RateSetter is committed to respecting the privacy of your personal information.
Privacy laws regulate, among other matters, the way organisations collect, use, disclose, keep secure
and give people access to their personal information. RateSetter collects personal information
from you in the Application Form and may collect additional personal information in the course of
managing your investment in the RateSetter Lending Platform. If you do not provide the information
requested in the Application Form, we will not be able to process or accept your application.
RateSetter's privacy policy states how we collect, use, store, and manage personal information.
RateSetter's privacy policy is available on our website. To access or update your personal
information, please visit the 'Account Setting' link on the website or contact us on 1300 768 710 or
contact@ratesetter.com.au.

12.6

Consents
The persons listed in the table below have given and have not withdrawn their written consent to:
1. Be named in this PDS in the form and context in which they appear
2. The inclusion of their respective reports or statements noted next to their names and the
references to those reports or statements in the form and context in which they are included in
this PDS
3. The inclusion of other statements in this PDS which are based on or referable to statements
made in those reports or statements, or which are based on or referable to other statements
made by those persons in the form and context in which they are included:
Name of person

Named as

Reports or statements

Retail Money Market Limited

RateSetter UK

Statements about it in Sections 1, 3 and 8

Ratesetter Australia Pty Limited

Parent of the Responsible Entity

Statements about it in Sections 4, 6.2 and 6.6

None of the persons referred to above has made any statement that is included in this PDS or any
statement on which this PDS is based, other than any statement or report included in this PDS with
the consent of that person as specified above.
Each of the persons referred to above:
1. Has not authorised or caused the issue of this PDS, and makes no representation or warranty,
express or implied, as to the fairness, accuracy or completeness of the information contained in
this PDS
2. To the maximum extent permitted by law, expressly disclaims and takes no responsibility for any
statements in or omissions from this PDS other than references to its name or a statement or
report included in this PDS with the consent of that person as specified above
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12.7

Labour standards or environmental, social or ethical considerations
Generally, RateSetter does not take into account labour standards or environmental, social or
ethical considerations in determining the selection, retention or realisation of assets. In determining
Approved Clean Energy Products, RateSetter considers, as set out in Section 14, the definition
of clean energy technologies in section 60(1) (and related clauses) of the Clean Energy Finance
Corporation Act 2012 (Cth).

12.8

Anti-money laundering laws
RateSetter is required to collect certain customer identification information and verify that information
in compliance with the Anti-Money Laundering/Counter-Terrorism Financing Act 2006 (Cth) (the
AML/CTF Act) and rules made under that Act before it can issue Interests to applicants.
Customer identification information may include detailed 'know your customer' (KYC) information in
relation to the applicant such as, for an individual applicant, name, address, and date of birth, and
for an applicant that is a business entity, details of directors and beneficial owners, and where the
applicant is a trustee, details of the trust deed and beneficiaries. The Responsible Entity may require
further KYC information such as information concerning business activities, structure and source of
funds of applicants and from time to time may require an applicant to provide updated or additional
information.
RateSetter may refuse to accept an application or decline to issue Interests to an applicant until it
has satisfactorily concluded a customer identification procedure in relation to the applicant.
RateSetter may delay or refuse any request or transaction, including by suspending the issue or
redemption of Interests, if the Responsible Entity is concerned that the request or transaction may
cause the Responsible Entity to contravene the AML/CTF Act. The Responsible Entity will incur no
liability to the applicant if it does so.

12.9

Obtaining a copy of the Constitution and Compliance Plan
The Constitution and the Compliance Plan are available for inspection during normal business hours
at the registered office of the Responsible Entity.
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SECTION 13

How to apply
13.1

Application process
Becoming a member of the RateSetter Lending Platform is straightforward, and can, in most cases,
be completed entirely online.
Becoming a member and funding your account requires you to take three simple steps.
1. Register as a user via the website
To register you will be required to provide information including your name and email address. You
will also be required to create a user name and password and agree to the "Terms and Condition"
set out on the website. Upon registering you will be provided with a RateSetter Account, and will
be able to access additional information about the RateSetter Lending Platform. To register, visit
www.ratesetter.com.au.
2. Apply to become a member
Once you have registered as a user, you can apply to become a member of the RateSetter Lending
Platform, which will allow you to transfer funds to your holding account and create orders to lend
funds.
To be eligible to become a member as an individual or joint applicant, you must be over 18 years of
age and be resident in Australia. Any tax resident company or trust may also apply to be a member.
All applicants must confirm that they have read this PDS in its entirety, and then complete the
Application Form.
Additional identity verification procedures may apply to companies and trustees that do not apply to
individual investors. Once you have completed the Application Form, we will perform various checks
including customer identification and verification checks required under anti-money laundering
legislation. If these checks are successful, we will then process your application. You will be notified
by email if your membership application is successful.
3. Transfer in funds
If you are accepted as a member, you will be able to transfer in funds into the RateSetter Lending
Platform. You can transfer in funds by logging on to your RateSetter Account on the website, click
'Transfer Funds in' and follow the instructions. You can transfer in funds using bank transfer or BPAY.
There is no minimum amount that may be transferred into the RateSetter Lending Platform, however
the minimum funds in your holding account for an order or re-investment to be effected is currently
$10. RateSetter reserves the right to cap the amount of your total investment.
Once your funds have been received, you will be able to login to your RateSetter Account and see
your funds in your holding account. You will then be able to create an order to lend by clicking on
'Lend Money' and following the instructions. See Section 7.2 for more information on how to lend on
the RateSetter Lending Platform.
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13.2

Tax information
It is not compulsory for you to provide your Tax File Number. However, if you do not do so, RateSetter
is required to apply TFN withholding tax (at 47%) to distributions made from your trust unless you are
in an exempt category and provide relevant details as specified in the application form. RateSetter
will preserve the confidentiality of your Tax File Number, collection of which is authorised by tax
laws.

13.3

Electronic disclosure
Participation in the RateSetter Lending Platform is designed to be predominantly effected and
managed online via the website and via email.
You must nominate an email address when you register via the website and when you complete
the Application Form. The email address you nominate in your completed Application Form will
be the address to which we will send you information about the RateSetter Lending Platform and
your investment. By nominating an email address, you will consent to receiving the following
documents (along with other information set out in Section 12.1) by email to that address (or to any
other email address nominated by you on your RateSetter Account):
•

Your initial membership confirmation

•

Your periodic statements

•

Notices of material changes or significant events

•

Your annual tax statements

•

Any updated PDS

•

Any supplementary PDS

•

Annual financial reports for the RateSetter Lending Platform, if you elect to receive a copy of
such reports and if you elect to receive them by email

In the Application Form, you will also be asked to expressly consent to receive confirmations of
transactions on your investment in the RateSetter Lending Platform by accessing your RateSetter
Account on the website.
Other material information about the RateSetter Lending Platform will be available on the website.
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SECTION 14

Approved Clean Energy Products
Lending orders in the National Clean Energy lending market and the South Australia Renewable Energy
lending market are matched to loans where the purpose of the loan is to finance the purchase and/or
installation of particular Approved Clean Energy Products. Approved Clean Energy Products vary by lending
market.
RateSetter determines which borrower purchases and/or installations are classified as Approved Clean
Energy Products in its sole discretion, although when making such classifications, it considers:
•

The definition of clean energy technologies set out in section 60(1) (and related clauses) of the Clean
Energy Finance Corporation Act 2012 (Cth);

•

The product or technology criteria of relevant Commonwealth, State or Territory Government standards
or guidelines;

•

The product or technology criteria of relevant industry standards bodies or organisations; and

•

The terms and conditions of the South Australia Home Battery Scheme.

The following purchases and/or installations are currently categorised as Approved Clean Energy Products:
Product / Installation

Description

Applicable lending market

Solar photovoltaic systems

Systems that meet the Australian Standards including:

National Clean Energy lending market,
South Australia Renewable Energy
lending market

a.

solar photovoltaic systems listed on the Clean Energy Council's
website as being rated Fire Safety Class C; and

b.

inverters and power conversion equipment listed on the Clean
Energy Council's website which are suitable for installation
under the Australian Government Renewable Energy Certificate
scheme.

The system installer must be accredited by the Clean Energy Council.
Solar water heaters and air
source heat pumps

Solar water heaters and air source heat pumps that are eligible for
small-scale technology certificates under the Australian Government
Small-scale Renewable Energy Scheme.

National Clean Energy lending market,
South Australia Renewable Energy
lending market

Eligible equipment is listed on the Australian Government, Clean
Energy Register (register of solar water heaters) and must be installed
in accordance with the Australian Standards.
Batteries

All battery storage and associated technologies that meet the
Australian Standards, provided the batteries are:
a.

recharged from renewable sources, including both solar
photovoltaic systems and/or wind generation systems; and

b.

integrated as part of a behind the meter renewable generation
project.

National Clean Energy lending market,
South Australia Renewable Energy
lending market

The installer must be accredited by the Clean Energy Council (design
and install) with storage (for grid connected systems) endorsement.
Variable speed drives and
variable frequency drives

Variable speed drives or variable frequency drives being installed
where no such system was previously operating.

National Clean Energy lending market

Power factor correction

Projects that improve the power factor to above 0.9 lagging that would
qualify for New South Wales Energy Savings Scheme certificates as
certified by a certified engineer or technology supplier.

National Clean Energy lending market

Lighting

Lighting technologies that would qualify under the New South Wales
Energy Savings Scheme, the Victorian Energy Efficiency Target or the
South Australian Retailer Energy Efficiency Scheme.

National Clean Energy lending market
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Product / Installation

Description

Applicable lending market

Air conditioning

High efficiency commercial and retail air conditioning systems meeting
both the minimum cooling and heating threshold ratios in classes
3-7 and 9-12 of Table 2 of the Efficiency Factor Document version 1
prepared and published by the Department of the Environment for the
purpose of section 16 of the Carbon Credits (Carbon Farming Initiative
High Efficiency Commercial Appliances) Methodology Determination
2015.

National Clean Energy lending market

Passenger vehicles and light
commercial vehicles

New passenger motor vehicles (including sports utility vehicles) and
light commercial vehicles (including light trucks) where the level of
CO2 emissions as stated on the Fuel Consumption Label is 20% less
than the most recent average carbon emissions figures for vehicles
sold in the previous year, as most recently reported by the National
Transport Commission. As at June 2018 the thresholds are:

National Clean Energy lending market

a.

Passenger vehicles: ≤137g/km; or

b.

Light commercial vehicles: ≤176g/km

Passenger vehicles and light commercial vehicles are defined in
the Australian Government paper titled Carbon Dioxide Emissions
Intensity for New Australian Light Vehicles 2015.
Heavy vehicles

New vehicles weighing more than 3.5 tonnes gross vehicle mass,
which are:
a.

an electric vehicle; or

b.

an electric hybrid vehicle; or

c.

powered by natural gas and have a high-performance direct
injection engine.

National Clean Energy lending market

To be funded by the South Australia Renewable Energy lending market, a borrower must be approved for a
subsidy under the South Australia Home Battery Scheme and the loan must be used to purchase Approved
Clean Energy Products, to be installed at the same location in South Australia as the battery to which the South
Australia Home Battery Scheme subsidy relates.
To help determine whether a loan falls within the Approved Clean Energy Product criteria, RateSetter may
require the borrower, manufacturer or installer to provide documentary evidence that the purchase and/or
installation falls within the eligibility criteria set out above. Although RateSetter has procedures in place to
verify that loans fall within the above criteria, there is no guarantee that all loans facilitated through the National
Clean Energy lending market or South Australia Renewable Energy lending market will be used to finance the
purchase and/or installation of Approved Clean Energy Products. RateSetter will notify all relevant members if
it becomes aware that more than 5% of the number of loans funded from the relevant lending market did not
meet the Approved Clean Energy Product criteria at the time the loans were funded.
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SECTION 15

Glossary
In this PDS, the following terms have the following meaning unless the context otherwise requires:

$

Australian dollars

ACL

Australian credit licence issued by ASIC under section 37 of the NCCP

ADI

Authorised Deposit-taking Institution

AFCA

Australian Financial Complaints Authority

AFSL

Australian financial services licence issued by ASIC under section 913B of the
Corporations Act

Application Form

The application form which accompanies this PDS (or the electronic PDS) under which
a person may apply for an Interest

Approved Clean Energy Product

A product as defined in Section 15 for which a loan to finance the purchase and/or
installation of that product may be eligible to be funded through the National Clean
Energy lending market or South Australia Renewable Energy lending market

ARSN

Australian Registered Scheme Number

ASIC

Australian Securities and Investments Commission

Banking Act

Banking Act 1966 (Cth)

borrower

An individual or business that borrows funds or is extended credit via the RateSetter
Lending Platform. Where the loan is a facilitating loan, the borrower may be the Early
Access Facilitating Partner

business

An entity that carries on a lawful activity of any sort, whether or not for profit or gain, and
includes any such corporation, trust, partnership or sole trader

cash unit

A fractional interest in so much of a Portfolio as is represented by cash held for a
member, each of which has an issue price of $1.00

Compliance Committee

The compliance committee in respect of the RateSetter Lending Platform established
by the Responsible Entity under Part 5C.5 of the Corporations Act

Compliance Plan

The compliance plan of the RateSetter Lending Platform as amended from time to time

Constitution

The constitution of the RateSetter Lending Platform as amended from time to time
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Corporations Act

Corporations Act 2001 (Cth)

creditworthy

In relation to a borrower, an individual or business that we have approved following
our borrower risk assessment processes which take into account our assessment of
their propensity and financial capacity to fulfil their obligations under a proposed loan
contract at the time of assessment

Custodian, Australian Executor
Trustees

Australian Executor Trustees Limited (ABN 84 007 869 794), being the custodian for the
RateSetter Lending Platform

Early Access Facilitating Partner

RateSetter Early Access Provider Pty Limited (ABN 97 628 882 673) as trustee for the
Early Access Facility Trust

Early Access Facility Trust

Early Access Facility Trust (ABN 43 106 950 215) being a special purpose trust which
holds early access loans assigned by an outgoing investor, the payment for such
assignment being provided by monies advanced under a loan issued to the Early
Access Facilitating Partner from replacement funders

early access lending rate limit

The maximum rate in respect of a lending market, as determined by RateSetter and
published on the Website from time to time, above which early access transfers will not
be fulfilled

early access lending market value
limit

The minimum amount of lending orders, as determined by RateSetter and published on
the Website from time to time, that must be available in a particular lending market for
early access transfers to be available in respect of that particular lending market

early access loan

An outgoing investor's interest in a loan which is assigned to the Early Access Facilitating
Partner

early access transfer

The facility made available by RateSetter through which members can apply to exit a
portion or all of their investments in loans before the end of the indicative term, subject
to the terms of the Constitution and this PDS

Electronic PDS

The electronic copy of this PDS located on the website

facilitating loan

Monies advanced under a loan issued to the Early Access Facilitating Partner from
replacement funders, for the purposes of the acquisition of an early access loan by the
Early Access Facility Trust

holding account

A member's funds as shown in the RateSetter Trust Account and which are not on
market to be matched to a loan or series of loans

indicative term

The approximate term for which your funds are matched to a loan in a lending market,
assuming that a) the borrower does not repay their loan early, and b) that your funds
have not been required to remain matched to a loan for a longer period due to
insufficient investor funds being available to replace your funds or a later borrower
payment which is not compensated by the Provision Fund

Interest

An 'Interest' in the RateSetter Lending Platform as defined in the Constitution
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interest

A rate which is charged or paid for the use of money

interest margin fee

RateSetter's fee relating to interest payments received by investors

investor

A member whose funds is, or have been, committed to one or more loans

lending market

The five lending markets on the RateSetter Lending Platform

loan

Generally, an agreement between an investor and a borrower for the borrower to repay
an amount of money lent along with interest accrued. When specific to the RateSetter
Lending Platform, a sum of money that is lent by the Custodian to a borrower and repaid
in accordance with a loan contract and any ancillary arrangements, where repayments
may be monthly, or on some other basis as contractually agreed between the parties

loan unit

A fractional interest representing a particular loan in a member's Portfolio, each of
which has an issue price of $1.00

member

A person who is a member of the RateSetter Lending Platform

NCCP/National Consumer Credit
Protection Act

National Consumer Credit Protection Act 2009 (Cth)

on loan

A member's funds lent to a borrower or borrowers

on market

A member's funds comprising part of the RateSetter Trust Account that form part of an
order the member has made, which may or may not be matched to a loan

order

A member's request for a specific amount of their funds to be lent in a lending market
and at a specific interest rate

PDS

This document

peer-to-peer lending

A general term commonly used to refer to the practice of lending money to borrowers
without the direct intermediation of a traditional financial institution, such as a bank.
Investors and borrowers may be individuals, businesses, or other legal entities. For
more information see Section 5.3

Portfolio

Assets which are held by the Responsible Entity on behalf of a member from time to
time, including cash and loans

Provision Fund

A pool of money held in trust on which RateSetter may make a claim on behalf of an
investor in the event of a borrower late payment or default

Provision Fund buffer

The amount of cash held in the Provision Fund plus the total amount of money we
expect will be paid into the Provision Fund from existing loans, taking into account our
estimate of early borrower repayments and borrower defaults
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PPSR

The Personal Property Security Register which is administered by the Australian
Financial Services Authority

RateSetter UK

Retail Money Market Limited (Company Number 7075792), authorised and regulated by
the Financial Conduct Authority of the United Kingdom with the reference number 633741

RateSetters

Collectively, borrowers and members of the RateSetter Lending Platform

RateSetter Account

An account accessible on the website which shows the balance of a member’s holding
account, amount on market and amount on loan, and which allows the member to make
orders and give other instructions

Ratesetter Australia Pty Limited

Ratesetter Australia Pty Limited (ABN 29 161 376 638)

RateSetter Trust Account

The bank account with an Australian ADI held in the name of Australian Executor
Trustees, the custodian for the RateSetter Lending Platform

RateSetter Lending Platform

RateSetter Lending Platform (ARSN 169 500 449)

Responsible Entity, RateSetter,
our, us, we

Ratesetter Australia RE Limited (ABN 57 166 646 635)

Responsible Manager

A person nominated by us to ASIC to demonstrate our competence to provide financial
services under our AFSL in accordance with ASIC's requirements

Risk Assurance Charge, RAC

The charge that may be paid by borrowers that is contributed to the Provision Fund
and which may be paid at the establishment of the loan or over the life of the loan or a
combination of both

Secured loan

A loan made pursuant to an agreement under which RateSetter or the Custodian takes a
security interest in specified property owned or proposed to be owned by the borrower

security interest

A property interest created by agreement over specified property to help secure the
repayment of a loan

South Australia Home Battery
Scheme

A scheme to subsidise the purchase and installation of battery systems for South
Australian residential dwellings, with subsidies funded by the Government of South
Australia as announced by the South Australian Department of Energy and Mining on
8 September 2018

The Trust Company

The Trust Company (Australia) Limited (ABN 21 000 000 993)

US$

U.S. dollars

website

The website located at www.ratesetter.com.au or related websites including
ratesetter.com.au and members.ratesetter.com.au

you, your, I

A person applying for an Interest or a member, as applicable
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SECTION 16

Corporate directory
Responsible entity

Legal advisers

Auditors

Ratesetter Australia RE Limited

Ashurst Australia

Grant Thornton Audit
Pty Limited

ABN

ABN

57 166 646 635

75 304 286 095

AFSL NUMBER

PHYSICAL ADDRESS

449176

Level 11,
5 Martin Place,
Sydney, NSW 2000

PHYSICAL ADDRESS

Custodian

Trustee of the
Provision Fund

ABN

91 130 913 594

ACL NUMBER

449176

17/383-395 Kent Street,
Sydney, NSW 2000

PHYSICAL ADDRESS

Level 5,
14 Martin Place,
Sydney, NSW 2000
POSTAL ADDRESS

PO Box R745
Royal Exchange,
NSW 1225

Australian Executor
Trustees Limited
ABN

84 007 869 794
CONTACT TELEPHONE NUMBER

1300 768 710

AFSL NUMBER

240023
PHYSICAL ADDRESS

Level 19
60 Castlereagh Street
Sydney, NSW 2000

The Trust Company
(Australia) Limited
ABN

21 000 000 993
AFSL NUMBER

235145
PHYSICAL ADDRESS

Level 18,
123 Pitt Street,
Sydney, NSW 2000
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