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The KKR Credit Income Fund aims to provide Australian and New Zealand investors with
attractive, risk-adjusted returns and access to a diversified portfolie of income generating
alternative credit investments

KKC Investee Case Study:
European Direct Lending (EDL)

30 September 2021
Dear KKC Investor

This month, we would like to provide KKC investors with additional insight into which
industries and sub-sectors KKC’s portfolio has exposure. In addition to this, we have
provided a case study for one of the European Direct Lending investments to give

investors further detail on how KKC accesses private lending opportunities.

In light of recent developments with The Evergrande Group, we would also like to highlight

to investors that KKC does not have any exposure to the company, or to China.

We look forward to keeping you updated on the KKC portfolio.

Portfolio Insights

KKC'’s strategy is performing in line with expectations. The level of assets rated “Below
CCC” in the current portfolio is very low at ~0.24% of market value. Assets are generally
rated “Below CCC” if the rating agencies believe there to be a high risk of potential default

or the asset is already in default.


https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcitadelmagnus.us19.list-manage.com%2Ftrack%2Fclick%3Fu%3D0feb25eabab65b0b20fa554c8%26id%3D3c88ce8977%26e%3Dade0a4e358&data=04%7C01%7Ccstrong%40citadelmagnus.com%7C520d66ee0c514453f96b08d9839d13ee%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637685532953601118%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=njud4XV27Liqh1EqGOyZueS%2BtsupKYbtPI%2FJpUuk9sI%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcitadelmagnus.us19.list-manage.com%2Ftrack%2Fclick%3Fu%3D0feb25eabab65b0b20fa554c8%26id%3D1ca1c36dbb%26e%3Dade0a4e358&data=04%7C01%7Ccstrong%40citadelmagnus.com%7C520d66ee0c514453f96b08d9839d13ee%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637685532953601118%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=3Fdf5KmKP1qM2mF7MLogO3PWXsSA%2Bh1m9B7jG4gB%2Fkg%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcitadelmagnus.us19.list-manage.com%2Ftrack%2Fclick%3Fu%3D0feb25eabab65b0b20fa554c8%26id%3D38899e3589%26e%3Dade0a4e358&data=04%7C01%7Ccstrong%40citadelmagnus.com%7C520d66ee0c514453f96b08d9839d13ee%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637685532953611112%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=I7MbU2I8GWubD88s0Czkc0yAXtTVsxrjQ00IwXYe0es%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcitadelmagnus.us19.list-manage.com%2Ftrack%2Fclick%3Fu%3D0feb25eabab65b0b20fa554c8%26id%3D95654224b5%26e%3Dade0a4e358&data=04%7C01%7Ccstrong%40citadelmagnus.com%7C520d66ee0c514453f96b08d9839d13ee%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637685532953611112%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=Okpw0eIq0uVex9NvK9qUjAeQ%2FhT7chQz8mMkllVMZms%3D&reserved=0

In terms of sub-sector exposure, the underlying strategies in KKC currently cover 58 sub-
industries, illustrating a diversified portfolio. To see the larger of these, the top 15 sub-

industries (58.7% of market value of portfolio) have been shown below:
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Two key sub-sectors are Application Software and Insurance brokers. The Manager
favours these businesses due to the re-occurring nature and predictability of their
cashflows. Application Software is software typically used by an end-user so habits are
quickly formed around the use of this software, making it more difficult for businesses to
switch providers (e.g. accounting or pay-roll software). Therefore, the cashflows are

“sticky”.

The second largest exposure is to Hotels, Resorts and Cruise Lines, one of the most
Covid-impacted sectors. The investment team analysed the businesses in this sector, with
a particular focus on their services/customers and asset bases, and determined that the
discount that some of these securities traded at, presented an attractive risk-adjusted

opportunity given the re-opening of travel and tourism globally.

European Direct Lending (EDL) Case Study

Loan Summary



Borrower: Parques Reunidos

Country Headquarters: Spain

Date of Investment: May 2020

Security Type: First Lien Senior Secured Loan
Spread: Euribor+7.50%

Original Issue Discount: 7% (i.e. price paid was 93%)

Currency: EUR

Company Overview

e Parques Reunidos (“PQR”) is a leading Spanish operator of recreational parks
such as attraction parks, water parks and animal parks. PQR is a leading player
globally by number of visitors.

e POR had EBITDA of ~A$316m as of December 2019 and operates 60+ parks
across 12 countries.

e The company was acquired by a consortium of EQT, GBL and Alba in 2019 for a
€2.0 billion enterprise value, having previously been listed on the Madrid Stock

Exchange.

Summary of Initial Investment Thesis

KKR’s Traded Credit team had been invested in PQR debt issued in the syndicated market
since 2007 and had therefore monitored the performance of the business closely for many
years. This allowed for an efficient credit underwrite of the investment in May 2020 which

offered an attractive risk/reward profile.

KKC'’s investment in PQR was part of a wider KKR Credit investment in a €200.0 million
Term Loan B facility which was raised in May 2020 to ensure adequate liquidity through
COVID disruptions. KKR was the lead lender and believed in the PQR story because of its
extensive understanding of the business through its holdings in other parts of the credit
business, PQR’s large asset base acting as a collateral for the loan, and the businesses

ability to reduce costs to a minimum quickly during lockdown and park closures.

The deal was originated by KKR and was priced at Euribor+750bps with a 7.0% Original

Issue Discount (OID).



Investment Outcome for KKC
KKC exited the investment fully in April 2021, when the position traded close to par and the
investment team identified other opportunities offering greater relative value. KKC enjoyed

an IRR of 22.3% and a gross multiple of 1.12x for this trade.

About KKR

years of billion total assets billion credit assets KKR Investment billion invested
experience under management’  under management Professionals alongside our clients?®

(1) Figures as of 31 December, 2020. Represents assets managed by KKR or its strategic partners (on a proportionate basis)
as to which KKR is entitled to receive a fee or carried interest (either currently or upon deployment of capital) and proprietary
general partner capital. (2) Includes investments/commitments made by KKR'’s balance sheet, KKR employees and other

affiliates. Investments made by current and former KKR employees are retained by those individuals personally. Includes

unfunded commitments made by individuals.
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Important Information

General

This information has been prepared by KKR Australia Investment Management Pty Ltd ABN 42 146 164 454, AFSL 420 085
(the “Manager” or “KKR”) and issued by Seed Partnerships Pty Ltd ABN 32 606 230 639 AFSL 492973 on behalf of the
Manager and The Trust Company (RE Services) Limited ABN 45 003 278 831, AFSL 235150 (the “Responsible Entity”

or “TTCRESL”). TTCRESL is the responsible entity and issuer of units in the KKR Credit Income Fund ARSN 634 082 107
(“KKC” or the “Trust”). TTCRESL has appointed KKR to act as the manager of the Trust. This update is general information
only and is not intended to provide you with financial advice or take into account your objectives, financial situation or needs.
You should consider, with a financial adviser, whether the information is suitable for your circumstances. To the extent
permitted by law, no liability is accepted for any loss or damage as a result of any reliance on this information. Past
performance is not indicative of future performance. This information is believed to be accurate at the time of compilation and is
provided in good faith. This information may contain information contributed by third parties. KKR and TTCRESL do not warrant

the accuracy or completeness of any information contributed by a third party.

Before making any investment decisions you should consider the Product Disclosure Statement (PDS) for the Trust issued by




TTCRESL and the Trust's other periodic and continuous disclosure announcements lodged with the Australian Securities

Exchange (ASX), which are available at www.kkcaustralia.com.au or can be obtained by calling 1300-131-856 within Australia.

None of KKR, its affiliates or its related bodies corporate, or any company in the Perpetual Group (Perpetual Group means
Perpetual Limited ABN 86 000 431 827 and its subsidiaries) guarantees the performance of the Trust or the return of an
investor’s capital. This information does not constitute an offer, invitation, solicitation or recommendation with respect to the

purchase or sale of the Trust’s units.

Information in this update
This information is only as current as the date indicated, and may be superseded by subsequent market events or for other

reasons.

This information may contain projections or other forward-looking statements and comments regarding future events, including
targets or expectations regarding the Trust’s business, plans and strategies. Forward-looking statements also include
prospective financial information for the Trust. Forward looking statements can generally be identified by the use of forward

looking words such as, “expect’, “anticipate”, “likely”, “intend”, “should”, “could”, “may”, “predict”, “plan”, “propose”, “will”,
“believe”, “forecast”, “estimate”, “target” and other similar words that involve risks and uncertainties. Indications of, and
guidance or outlook on, future earnings or financial position or performance are also forward looking statements. Forward
looking statements involve inherent risks and uncertainties, both general and specific, and there is no assurance that such
events or targets will be achieved. A number of important factors could cause the Trust’s actual results to differ materially from

the plans, objectives, expectations, estimates and intentions expressed in such forward looking statements, and many of these

factors are beyond the control of TTCRESL and KKR. This information is not a promise or representation as to the future and

past performance is not a guarantee of future performance. Statements or assumptions in this information as to future matters
may prove to be incorrect and may be superseded by subsequent market events or for other reasons. You acknowledge that

the circumstances may change and that this information may become outdated as a result.
You should make your own independent assessment of this information and seek your own independent professional advice in

relation to the information and any action taken on the basis of the information. Any term not defined in this update has the

same meaning as defined in the PDS.

Copyright © 2021 Seed Partnerships Pty Ltd, All rights reserved. ABN 32 606 230 639 AFSL 492973

You are receiving this email as you have opted to receive KKC updates. The Manager gathers and analyses non-personal data

regarding the use of the KKC website (www.kkcaustralia.com.au) and advertisements, including domain names, number of hits,

pages visited, length of user session, etc., to evaluate the usefulness of the site/advertisements. This data is collected for
statistical purposes only and may be shared with TTCRESL and KKC'’s unit registry, Boardroom Pty Limited ABN 14 003 209
836. Your personal information is kept to provide you with this update. We may disclose your personal information to external
parties who provide services to the Manager (for example, mail houses, and database management services) and, unless you
tell us otherwise, your financial adviser. Otherwise, we will not disclose your personal information to any other external parties
unless required by law.

You may be entitled to access information which the Manager holds about you. If you would like access or you do not want to

receive other information, please contact the Manager.

The Manager’s privacy policy is available on the KKC website www.kkcaustralia.com.au or by contacting the Manager as follows:

KKR Australia Investment Management Pty Ltd
Level 42, Gateway Building

1 Macquarie Place

Sydney NSW 2000



https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcitadelmagnus.us19.list-manage.com%2Ftrack%2Fclick%3Fu%3D0feb25eabab65b0b20fa554c8%26id%3D2c5d919a4f%26e%3Dade0a4e358&data=04%7C01%7Ccstrong%40citadelmagnus.com%7C520d66ee0c514453f96b08d9839d13ee%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637685532953621108%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=a4OQ7rNwDVKL0LiqMTM2uiiIqrfrIfxKBnzHh4KkTsA%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcitadelmagnus.us19.list-manage.com%2Ftrack%2Fclick%3Fu%3D0feb25eabab65b0b20fa554c8%26id%3Ddca2034340%26e%3Dade0a4e358&data=04%7C01%7Ccstrong%40citadelmagnus.com%7C520d66ee0c514453f96b08d9839d13ee%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637685532953621108%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=LfmbI2EtgsGG0zrJo2RM9DOFIpcVhUr9PPYUGU3zGwc%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcitadelmagnus.us19.list-manage.com%2Ftrack%2Fclick%3Fu%3D0feb25eabab65b0b20fa554c8%26id%3D4275ea96b5%26e%3Dade0a4e358&data=04%7C01%7Ccstrong%40citadelmagnus.com%7C520d66ee0c514453f96b08d9839d13ee%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637685532953631110%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=%2B7WKlFWqq7eAKsVhqMEM3jkIGLA0mMsnjSnmLHFmSuM%3D&reserved=0
mailto:Kapil.Kirpalani@kkr.com

+852 36027376

If you do not want to receive further updates, please unsubscribe here.

Unit Registry - Boardroom Pty Ltd - Grosvenor Place - Level 12, 225 George Street - Sydney, NSW 2000 - Australia



https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcitadelmagnus.us19.list-manage.com%2Funsubscribe%3Fu%3D0feb25eabab65b0b20fa554c8%26id%3D6af5114d3d%26e%3Dade0a4e358%26c%3Db04f918180&data=04%7C01%7Ccstrong%40citadelmagnus.com%7C520d66ee0c514453f96b08d9839d13ee%7C8428b218e63e40cd877b61b7ce1afe25%7C0%7C0%7C637685532953631110%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=uYALfiIkgYR0l%2FVypwVlXHpYZiOj07BxBrvRbjJ8WG4%3D&reserved=0

