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INDEPENDENT AUDITOR’S REPORT

To the Partners
FIDELIS PRIVATE FUND, LP
San Diego, California

Opinion

We have audited the accompanying financial statements of FIDELIS PRIVATE FUND, LP (a California
Limited Partnership), which comprise the balance sheet as of December 31,2021, and the related condensed
schedule of investments, statements of income, partners’ equity, and cash flows for the year then ended,
and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of FIDELIS PRIVATE FUND, LP as of December 31, 2021, and the results of its operations and
its cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of
FIDELIS PRIVATE FUND, LP and to meet our other ethical responsibilities in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about FIDELIS PRIVATE FUND, LP’s
ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with generally accepted auditing standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements, including omissions, are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.
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INDEPENDENT AUDITOR’S REPORT (continued)

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of FIDELIS PRIVATE FUND, LP’s internal control. Accordingly, no such opinion
is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about FIDELIS PRIVATE FUND, LP’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters
that we identified during the audit.

%é/@/@m,
Costa Mesa, California ﬁ'dﬂ’ﬁéﬁ’ 27_ J%R’@éﬂ-

February 21, 2022
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FIDELIS PRIVATE FUND, LP
BALANCE SHEET

DECEMBER 31, 2021
Assets
Assets:
Cash $ 184,384
Mortgage loan note obligations, at fair value 32,467,596
Due from related party 30,000
Total Assets $ 32,681,980
Liabilities and Partners' Equity
Liabilities:
Accounts payable and accrued expenses $ 109,215
Distributions payable 282,703
Line of credit 1,499,863
General loss reserve 900,458
Total Liabilities 2,792,239
Partners' Equity 29,889,741
Total Liabilities and Partners' Equity $ 32,681,980

See independent auditor's report and notes to financial statements.
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FIDELIS PRIVATE FUND, LP
CONDENSED SCHEDULE OF INVESTMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

Unpaid Percentage of
Principal Members'
Balance Equity Fair Value
Mortgage Loan Note Obligations, secured by
Trust Deeds
First Single Family Residential Trust Deeds $ 13,645,098 457 $ 13,645,098
Second Single Family Residential Trust Deeds 2,654,314 8.9 2,654,314
First Multifamily Trust Deeds 4,143,803 13.9 4,143,803
Second Multifamily Trust Deeds 1,750,000 5.9 1,750,000
First Commercial Trust Deeds 5,914,460 19.8 5,914,460
Second Commercial Trust Deeds 2,235,000 7.5 2,235,000
Vacant Land 2,124,921 7.1 2,124,921
Total Mortgage Loan Note Obligations,
secured by Trust Deeds $ 32,467,596 108.6 $ 32,467,596

See independent auditor's report and notes to financial statements.
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FIDELIS PRIVATE FUND, LP
STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2021

Revenues:
Interest income
Other income

Total Revenues

Expenses:
Management fees
Interest expense:
Partner loans
Line of credit
Professional fees
Processing and servicing fees
Operating expense
Occupancy expense
Provision for losses

Total Expenses
Income before taxes
Provision for income taxes

Net Income

$ 2,074,023
968471

3,042,494

119,714

9,109

125,353 134,462

37,732

17,514

204,269

19,985

584618
1,118,294

1,924,200

762

8 1923438

See independent auditor's report and notes to financial statements.
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FIDELIS PRIVATE FUND, LP
STATEMENT OF PARTNERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2021

Balance - December 31, 2020 $

Net income

Earnings distributed

Reinvestment of earnings

Partners' capital investments

Redemptions

Balance - December 31, 2021 $

General Limited

Partners Partners Retained Earnings Total

2,775,747 $ 10,158,226 $ - § 12,933,973
- - 1,923,438 1,923,438
- - (860,324) (860,324)
- 1,063,114 (1,063,114) -

552,759 15,589,895 - 16,142,654

- (250,000) - (250,000)

3,328,506 $ 26,561,235 $ - § 29,889,741

See independent auditor's report and notes to financial statements.
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FIDELIS PRIVATE FUND, LP
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2021

Cash Flows From Operating Activities:

Net income $ 1,923,438

Adjustments To Reconcile Net Income (Loss) To

Net Cash Provided (Used) By Operating Activities:
Provision for losses 584,618
Gain on Sale of property and equipment

Changes in Assets and Liabilities:

(Increase) Decrease in Assets:

Due from related party (30,000)

Prepaid expenses 3,001
Increase (Decrease) in Liabilities:

Accounts payable and accrued expenses 102,979
Total Adjustments 660,598
Net Cash Provided (Used) By Operating Activities 2,584,036

Cash Flows From Investing Activities:

Mortgage loan fundings (42,091,743)
Mortgage loan repayments 23,726,555
Net Cash Provided (Used) By Investing Activities (18,365,188)

Cash Flows From Financing Activities:

Partners' capital investments 16,142,654
Partners' distributions (678,397)
Partners' redemptions (250,000)

Line of credit, net 563,698

Net Cash Provided (Used) By Financing Activities 15,777,955
Net Increase (Decrease) In Cash (3,197)
Cash, Beginning Of Year 187,581
Cash, End of Year $ 184,384

Supplemental Disclosures of Cash Flow Information:
Cash Paid During the Year for Interest $ 134,462

Supplemental Disclosures of Non-cash Investing and Financing Activities:
During the year ended December 31, 2021, a total of $1,063,114 of member distributions were
reinvested in the fund.

See independent auditor's report and notes to financial statements.
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FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Purpose and Organization

FIDELIS PRIVATE FUND, LP (the “Fund”) was organized under the laws of the State of California as a
Limited Partnership effective July 17,2019. The Fund is engaged primarily in the business of making loans
to private parties and secondarily in the business of acquiring and selling loans. All loans are secured by deeds
of trust or mortgages on real or personal property located primarily in California.

The General Partner of the Fund is Fidelis Private Fund, Inc., (the “General Partner”), a California
Corporation. The General Partner’s obligations and responsibilities are prescribed in the Limited Partnership
Agreement of FIDELIS PRIVATE FUND, LP (the “Agreement”). The Agreement governs all aspects of the
Fund’s operations and provides standards for, among other things, business operations and the allocation
between the parties of profits, losses, distributions, and expenses. The General Partner has full and exclusive
charge and control of the management, conduct, and operation of the Fund’s business.

The Fund is a private mortgage fund that offers accredited investors the opportunity to invest in a pool of real
estate secured loans generating a competitive rate of return with moderate risk and reasonable liquidity. The
Fund is a direct portfolio lender specializing in short-term bridge financing for commercial and residential
investment real estate in California for borrowers that need a flexible alternative to conventional lending
institutions. The emphasis is fast and creative financing to transition properties and add value, so the
borrowers at the end of the loan term are able to either sell or refinance with a conventional lender. The Fund
funds loans secured by substantial equity and sustainable cash flow that creates a steady income payout to the
limited partners.

The Fund underwrites and funds a portfolio of real estate secured loans primarily in Southern California. The
loans are primarily secured by First Trust Deeds on commercial and residential investment property (non-
owner occupied). The Fund also makes loans secured by Junior Trust Deeds on a limited basis. When the
Fund is not the best fit for the borrower’s loan request, the Fund, through a related party, functions as a broker
and uses their extensive database of lender relationships to arrange the best loan for the client. The Fund
participates in all brokerage fees generated through this related party.

The Private Placement Offering Memorandum states an Advisory Committee “Advisory Board” as a source
of accountability to our Limited Partners that meet quarterly comprised of the General Partner and a select
number of Limited Partners to review activities and provided advice in setting goals.

The Articles of Organization and Agreement provide that the Fund's existence as a limited partnership will
continue perpetually, unless sooner dissolved or terminated under applicable law or in accordance with the
terms of the Agreement.

Basis of Accounting

The Fund prepares its financial statements on the accrual basis of accounting in accordance with Accounting
Principles Generally Accepted in the United States of America (“GAAP”).



FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue Recognition

Interest on investments is recognized as revenue when earned. The Fund does not recognize interest income
on loans once they are deemed to be impaired and placed in non-accrual status. Cash receipts are first
allocated to interest, except when such payments are specifically designated by the terms of the loan as
principal reduction. Revenue recognition is discontinued when loans become 90 days delinquent or when
management’s opinion, the collectability of principal and interest becomes doubtful and the commercial loans
held are put on nonaccrual status.

Loans with a principal or interest payment one or more days delinquent are in technical default and are
subject to fees and charges, including default interest rates, penalty fees and reinstatement fees. Often these
fees are negotiated in the normal course of business and, therefore, not subject to estimation. Accordingly,
income pertaining to these types of fees is recorded as revenue when received.

Loan origination fees represent revenue earned from originating commercial loans. Loan origination fees
generally represents a flat per-loan fee at based on a percentage of the original principal loan balance and is
recognized as revenue at the time the mortgage loans are funded. Loan origination expenses are charged to
operations as incurred.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Fund considers all highly liquid investments purchased with
an initial maturity of three months or less to be cash equivalents. As of December 31, 2021, cash consists
entirely of unrestricted funds held in a demand deposit account.

Accounts Receivable

Accounts receivable are primarily loan origination fees receivable which are reported at the amount
management expects to collect from outstanding balances. Differences between the amount dues and the
amount management expects to collect are reported in the results of operations of the year in which those
differences are determined, with an offsetting entry to valuation allowance for accounts receivable. Balances
that are still outstanding after management has used reasonable collection efforts are written off through a
charge to the valuation allowance and a credit to accounts receivable.

Use of Estimates in Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those estimates.



FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Allowance for Credit Losses

Mortgage loans, which are deemed to be collateral dependent, are subject to a downward valuation adjustment
or write-down based on management’s determination of the estimated realizable value of the subject collateral
in relation to the outstanding mortgage balance, including accrued interest and related costs. The fact that a
loan may be temporarily past due does not result in a presumption that the loan is impaired. A loan is deemed
to be impaired when, based on current information and events, it is probable that the Fund will be unable to
ultimately collect all amounts due according to the contractual terms of the loan agreement and the amount of
loss can be reasonably estimated.

Generally, a loan is placed in non-accrual status when it is past its scheduled maturity by more than 90 days,
when it becomes delinquent as to interest due by more than 90 days, or when the related estimated realizable
value is less than the total principal, accrued interest and related costs. General Partner may determine that a
loan, while delinquent in payment status, shall not be placed in non-accrual status in instances where the
estimated realizable value of the loan collateral far exceeds the principal and accrued interest, thereby making
the current investment relatively risk free.

Losses may occur from investing in real estate loans. Evaluating the collectability of a real estate loan is a
matter of judgment. The General Partner periodically evaluates the real estate loan portfolio for impairment
on an individual loan basis. Both an individual loan evaluation as well as a consolidated evaluation is
performed to assess the Fund’s overall exposure. Based upon this evaluation, a determination is made as to
whether an allowance for credit loss is required and if so, whether it is adequate to cover any potential losses.
Additions to the allowance for credit losses are charged to the provision for credit losses. Recoveries of
previously charged off amounts are credited to the provision for credit losses.

Concentration of Risk

The Fund has concentrated its credit risk for cash by maintaining deposits in one financial institution, which
may at times exceed amounts covered by insurance provided by the Federal Deposit Insurance Corporation
(FDIC). The Fund has not experienced any losses in such account and believes it is not exposed to any
significant credit risk to cash.

Fair Value — Hierarchy of Fair Value

Fair value measurements are based on a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable
inputs (Level 3 measurements). The three levels of the fair value hierarchy are described as follows:

e Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities that the Fund
has the ability to access.

10



FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair Value of Financial Instruments (continued)

e Level 2 - Inputs, other than quoted prices included within Level 1, that are observable either directly
or indirectly. These inputs may include (a) quoted prices for similar assets in active markets; (b)
quoted prices for identical or similar assets in markets that are not active; (c) inputs other than quoted
prices that are observable for the asset; or (d) inputs derived principally from or corroborated by
observable market data by correlation or other means.

e Level 3 — Inputs that are unobservable and significant to the entire fair value measurement.

Fair Value of Financial Instruments

Determination of Fair Value

When available, the Fund generally uses quoted market prices to determine fair value and classifies such
items in Level 1. In some cases where a market price is available, the Fund will make use of acceptable
practical expedients (such as matrix pricing) to calculate fair value, in which case the items are classified in
Level 2. If quoted market prices are not available, fair value is based upon internally developed valuation
techniques that use, where possible, current market-based or independently sourced market parameters, such
as interest rates, option volatilities, etc.

Where available, the Fund may also make use of quoted prices for recent trading activity in positions with the
same or similar characteristics to that being valued. The frequency and size of transactions and the amount of
the bid-ask price spread are among the factors considered in determining the liquidity of markets and the
relevance of observed prices from those markets. If relevant and observable prices are available, those
valuations would be classified as Level 2. If prices are not available, other valuation techniques would be
used and the item would be classified as Level 3.

The availability of valuation techniques and observable inputs can vary from investment to investment and are
affected by a wide variety of factors, including the type of investment, whether the investment is new and not
yet established in the marketplace, the liquidity of markets and other characteristics particular to the
transaction. To the extent that valuation is based on models or inputs that are less observable or unobservable
in the market, determining fair value requires more judgment. Because of the inherent uncertainty of
valuation, estimated values may be materially higher or lower than the values that would have been used had
a ready market for the investments existed. Therefore, the degree of judgment exercised by the Fund in
determining fair value is greatest for investments categorized in Level 3.

In some circumstances, the inputs used to measure fair value might be categorized within different levels of

the fair value hierarchy. In those instances, the fair value measurement is categorized in its entirety in the fair
value hierarchy based on the lowest level input that is significant to the fair value measurement.

11



FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair Value of Financial Instruments (continued)

Fair value estimates are based upon certain market assumptions and pertinent information available to
management. As of December 31, 2021, the respective carrying value of all balance sheet financial
instruments approximated their fair values. These financial instruments include cash, mortgage investments,
accrued interest receivable, accounts payable and accrued expenses. Fair values are assumed to approximate
carrying values because these instruments are short term in nature or are deemed to be at current market rates.

Fair Value — Valuation Techniques, Inputs, Processes

When determining fair value, the Fund uses valuation techniques that maximize the use of observable inputs
and minimize the use of unobservable inputs.

The Fund establishes valuation processes and procedures to ensure that the valuation techniques are fair and
consistent, and valuation inputs are supportable. The Fund designates certain individuals to oversee the entire
valuation process of the Fund’s investments. These individuals are various members of the Fund General
Partner. They are responsible for developing the Fund’s written valuation processes and procedures,
conducting periodic reviews of the valuation policies, and evaluating the overall fairness and consistent
application of the valuation policies. Valuations of the Fund’s level 3 investments are determined monthly, or
more frequently as needed. These valuations are required to be supported by market data, third-party pricing
sources, industry accepted pricing models, counterparty prices or other methods deemed to be appropriate.

In certain instances, the Fund may use multiple valuation approaches for a particular investment and estimate
its fair value based on a weighted average, cash flows or a selected outcome within a range of multiple
valuation results. The decision to use a valuation approach will depend on the investment type and the
information available. The Fund generally uses the income approach for their valuation, but will analyze each
investment for the most reasonable and fair value.

The Fund periodically tests its valuation of Level 3 investments by performing backtesting. Backtesting
involves the comparison of sales proceeds of those investments to the most recent fair values reports and, if
necessary, uses the finding to recalibrate its valuation procedures.

Advertising

Advertising costs are expensed as incurred. Advertising expense amounted to $70,938 for the year ended
December 31, 2021 and is included in marketing expense in the administrative expense section on the
statement of income.
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FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE B - MORTGAGE LOAN NOTE OBLIGATIONS

All mortgage investments are secured by deeds of trust or mortgages on real estate. The Fund invests in fixed
rate loans that have varying initial maturity dates but will typically be as short as three (3) months and as long
as two (2) years. Any loans with a term exceeding the life of the Fund will be sold upon the dissolution of the
Fund. Most loans will provide for monthly payments of interest only with a “balloon” payment of principal
which is payable in full at the end of the term. Typically, borrowers will be obligated to refinance the loan or
sell the property in order to pay off the Fund’s loan at maturity.

The following tables detail the Fund’s loan allocation as of December 31, 2021:

Property Type Allocation Number of Loans Amount
Single Family Residence 34 $ 17,872,580
Multi-Family Loans 8 5,943,000
Commerical Loans 4 3,245,000
Industrial Loans 5 3,040,000
Retail Loans 4 1,864,460
Mixed Use Loans 5 2,369,833
Land Loans 8 2,349,921
Subtotal 68 36,684,794
Less Holdbacks (4,217,198)
Total 68 $ 32,467,596
Loan Type Allocation Number of Loans Amount
Bridge Loans 1-24 months 58 $ 30,620,421
Construction 8 5,984,992
Mini-Perm Loans 24-36 months 2 79,381
Subtotal 68 $ 36,684,794
Less Holdbacks (4,217,198)
Total 68 $ 32,467,596
Security Position Number of Loans Amount

1st Trust Deeds 53 $ 30,145,480
2nd Trust Deeeds 15 6,539,314
Subtotal 68 $ 36,684,794
Less Holdbacks (4,217,198)
Total 68 $ 32,467,596
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FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE B - MORTGAGE LOAN NOTE OBLIGATIONS (continued)

Default and Related Expenses: Default and related expenses include direct expenses related to defaulted
loans, foreclosure activities or property acquired through foreclosure. These expenses include certain legal
and other direct costs, as well as personnel and consulting costs directly related to defaulted loans and
foreclosure activities. During the year ending December 31, 2021, no default or related expenses were
incurred.

Summary of Existing Loans in Default: Loans in default encompass both non-accrual loans and loans for
which income is still accruing, but which are delinquent as to the payment of accrued interest or are past
scheduled maturity. At December 31, 2021, there were no loans in default as a result of delinquency on
outstanding interest payments or maturity. The General Partner deems all loans to be fully collectable and,
accordingly, no allowance for credit loss for these loans has been recorded.

Allowance for Loan Loss Reserve

The allowance for credit losses provides for risks of losses inherent in the credit extension process. It is a
general allowance and is based on a periodic reviews and analyses of the portfolio. The periodic analyses
included consideration of such factors as the risk orating of individual creditors, the size and diversity of the
portfolio, economic and political conditions, prior loss experience, and results of periodic credit reviews of
the portfolio. The allowance for credit losses is increased by provisions for losses charged against income and
is reduced by charge-offs, net recoveries. Charge-offs are recorded when, in the judgement of management,
an extension of credit is deemed uncollectible, in whole or in part. The activity in the allowance for doubtful
accounts is as follows for the year ended December 31:

2021
Balance, beginning of year $ 315,840
Provision for loan loss reserve 584,618
Balance, end of year $ 900,458

Undisbursed Notes Receivable

Construction contracts (notes receivable) with clients generally provide that billing must be done periodically
in accordance with the extent of work carried out under the contracts. Contracts receivables arise principally
from the invoicing of the work in accordance with the contractual terms. Undisbursed notes receivable
represents the amounts retained by the Fund to be disbursed based on a percentage of completion.
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FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE B - MORTGAGE LOAN NOTE OBLIGATIONS (continued)

Fair Value Measurements

The Fund’s assets recorded at fair value have been categorized based on a fair value hierarchy as described in
the Fund’s significant accounting policies. The following table presents information about the Fund’s assets
measured at fair value as of December 31, 2021:

Description Level 1 Level 2 Level 3 Total
Mortgage Loan Note Obligations $ - $ - $ 32467,596 $ 32,467,596

Changes in Level 3 Measurements

Mortgage

Loan Note

Obligations Total
Balance, January 1, 2021 $ 14,102,408 $ 14,102,408
Total gains included in earnings - -
Purchases 42,091,743 42,091,743
Sales (23,726,555) (23,726,555)
Balance, December 31, 2021 $ 32,467,596 $§ 32,467,596

Changes in unrealized gains relating to
assets still held at December 31, 2021 $

Significant Unobservable Inputs

The following table summarizes the valuation techniques and significant unobservable inputs used for the
Fund’s investments that are categorized in Level 3 of the fair value hierarchy as of December 31, 2021:

Range of
inputs
Fair Value at Valuation (weighted
Description 12/31/21 Technique(s) Unobservable Inputs average)
Mortgage Loan $ 32,467,595 Income Approach Remaining maturities (mos) 10.25 (mos)
Note Obligations Interest Rate 9.23%
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FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE C - REAL ESTATE OWNED

Real estate owned (“REO”), whether acquired through foreclosure, in-lieu of deed foreclosure or in-substance
foreclosure, are initially recorded at the fair value at the date of foreclosure. Any write-downs based on the
asset’s fair value at the date of acquisition are charged to the allowance for loan losses. After foreclosure,
valuations are periodically performed by management and property held for sale is carried at the lower of the
new cost basis or fair value. Costs of significant property improvements are capitalized, whereas costs
relating to holding property are expensed. Valuations are periodically performed by General Partner, and any
subsequent write-downs are recorded as a charge to operations, if necessary, to reduce the carrying value ofa
property to the lower of its cost or fair value. At December 31, 2021, the Fund held no REO properties and
no allowance for losses was recorded.

NOTE D - MANAGEMENT FEES AND FUND EXPENSES

The General Partner receives fifteen percent (15%) of the net income and losses for directing the affairs of the
Fund. The General Partner is also responsible for supervising the servicing of loans owned by the Fund.

The Fund will pay its own general administrative and operating expenses. The General Partner may be
reimbursed by the Fund for the Fund’s operating and administrative expenses. The General Partner may also
choose to be reimbursed for all of the Fund’s administrative and/or operating expenses paid by the General
Partner. The General Partner may waive or defer reimbursement of certain operating and administrative
expenses at its sole discretion. As of December 31, 2021, the General Partner has not requested
reimbursement for these expenses. The Fund will also bear the cost of the annual tax preparation of the
Fund’s tax returns, any state and federal income tax due, and any required independent audit reports required
by agencies governing the business activities of the Fund.

NOTE E - STATE LIMITED PARTNERSHIP TAXES

The Fund is a limited partnership operating in the State of California and must pay an annual minimum tax, as
defined by the California Revenue and Taxation Code Section 17935. Total limited partnership taxes for the
year ended December 31, 2021 amounted to $762 and are included in operating expense on the statement of
income. The Fund is not subject to Federal taxation. No income tax-related interest and penalties were
recorded during the year ended December 31, 2021.

U.S. generally accepted accounting principles provide accounting and disclosure guidance about positions
taken by an entity in its tax returns that might be uncertain. If it is probable that an uncertain tax position will
result in a material liability and the amount of the liability can be estimated, then the estimated liability is
accrued. If the Fund were to incur any income tax liability in the future, interest on any income tax liability
would be reported as an interest expense, and penalties on any income tax would be reported as income taxes.
Management has considered its tax positions and believes that all of the positions taken are considered more
likely than not to be sustained upon examination.

The Company’s income tax returns are subject to examination by the federal taxing authorities for a period of
three years and by the California taxing authorities for a period of four years from the date they are filed.
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FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE F - OPERATING LINE OF CREDIT

As of December 31, 2021, the Fund maintains an open line of credit with a financial institution in the amount
of $4,500,000 with a maturity date of February 28, 2022. Interest accrues at the financial institution’s Base
Reference Rate (the “Index”) plus 0.500 percentage points, with a floor of 3.75% per annum. Minimum
payments of interest only are due monthly. The interest rate at December 31, 2021 was 3.75%. The line is
collateralized with the assets of the Fund, the assignment of the notes and trust deeds held by the fund and the
personal guarantee of the General Partner. At December 31, 2021, total advances on the line amounted to
$1,499,863. Under the terms of the credit agreement, the Fund is required to maintain various financial and
other covenants. The Fund was in compliance with all covenants as of December 31, 2021.

NOTE G - WITHDRAWALS AND REDEMPTIONS

The Fund’s Private Placement Memorandum provides that Limited Partners who invest in the Fund may not
withdraw their capital until they have been partners of the Fund for at least twelve (12) months. If the
Partner’s capital has been in the account for less than twelve (12) months, a ten percent (10%) withdrawal fee
is applied to the amount withdrawn. Limited Partners who have been partners of the Fund for a period of at
least twelve (12) months may request withdrawal from the Fund in writing and give the Fund at least forty-
five (45) days written notice prior to expecting to be withdrawn from the Fund. The effective date of the
withdrawal shall be forty-five (45) days after the date of the receipt of the Limited Partner’s written
withdrawal request. The Fund will use its best efforts to comply with such written requests, subject to
circumstances then existing including, without limitation, the Fund’s current and anticipated cash flow,
financial condition, and prospective transactions.

Under certain circumstances, the General Partner may suspend the withdrawal of funds from the Fund. Notice
of any such suspension will be given within ten (10) business days from the time the decision was made to
suspend distributions to any Partner who has submitted a withdrawal request and to whom full payment of the
redemption proceeds has not yet been remitted. If a redemption request is not rescinded by a Partner
following notification of a suspension, the redemption will be effective within forty-five (45) days from the
date the suspension is lifted, on the basis of the net asset value of the Fund at that time and in the order
determined by the General Partner in its sole and absolute discretion.

NOTE H - DISTRIBUTIONS

Net profits shall be distributed to Partners on a monthly basis, pro-rated for the amount of time that a Partner
was a partner of the Fund as follows: Eighty-five percent (85%) of the net profits of the Fund shall be
distributed to the Partners on a pro-rata basis, and the remaining fifteen percent (15%) of the net profits shall
be distributed to the General Partner. Net profits will only be distributed to the extent cash is available and
provided that the monthly income distributions will not impact the continuing operation of the Fund, subject
to the sole and absolute discretion of the General Partner.
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FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE H — DISTRIBUTIONS (continued)

Each Partner has the option of receiving cash distributions for his, her or its share of the earnings of the Fund
that is payable to the Partner or having such amount(s) credited to his, her or its capital account and reinvested
in the Fund to increase the Partner’s partnership interest. However, the General Partner reserves the right to
commence making cash distributions at any time to any Partner(s) in order for the Fund to remain exempt
from the ERISA plan asset regulations.

The amount of income reported to each partner on his, her or its Form K-1 may differ somewhat from the
actual distributions made during the fiscal year covered by the Form K-1 due to, among other things, the loan
loss reserve and factors unique to the tax accounting of LP’s, such as the treatment of investment expense.

Partners’ Distribution Payable

The Fund waits to distribute requested partners’ distributions until after quarterly partner allocations have
been made. This includes the limited partners who elect to take quarter distributions instead of allowing the
distributions to compound, and the general partner’s quarterly distribution. Typically, the partner’s
distributions are paid during the first two weeks of the following quarter. As of December 31, 2021 partners’
(Limited and General Partner) distribution payable is $282,703.

NOTE I - RELATED PARTY TRANSACTIONS

During the year ended December 31, 2021, in addition to the transactions with the General Partner (see Note
D), the Fund has entered into the following transactions with related parties:

Partners’ Equity

During the year ended December 31, 2021, contributions to the Fund from the General Partner, relatives of
the General Partner and entities related by common control amounted to $3,657,204. At December 31,
2021,the total investment by the General Partner, relatives of the General Partner and entities related by
common control amounted to approximately $8,636,871.

Advances to General Partner

Included in related party receivables at December 31, 2021 are general partner advances in the amount of
$30,000. These advances will be repaid in the near term.

Other Related Party Transactions

As aservice to the Fund’s clients, as a complete lending source, loans that do not qualify to be funded directly
by the Fund are often brokered to other third-party lenders through a related party. The Fund participates in all
such brokerage fees, and the Fund’s allocation amounted to $47,870 for the year ended December 31, 2021.

During the year ended December 31, 2021, a General Partner was compensated $88,000 for work done on
behalf of the fund.
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FIDELIS PRIVATE FUND, LP
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

NOTE J - COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company leases its office under non-cancelable operating lease that expires on May 31, 2022. Office
lease expense amounted to approximately $19,985 for the year-ended December 31, 2021 and is included in
occupancy expense. The future minimum lease payments required under the office lease is $15,140 for the
year ending December 31, 2022.

Other Commitments and Contingencies

The Fund could be a party to various claims and legal actions arising in the ordinary course of business. The
ultimate liability, if any, associated with these matters was not material at December 31, 2021. While it is not
feasible to determine the actual outcome of these actions as of December 31, 2021, management is of the
opinion that their outcome will not have a material adverse effect on the Fund’s financial condition, results of
operations, or cash flows.

The Fund does not have an employee benefit plan.

NOTE K - SUBSEQUENT EVENTS

Management has evaluated the effect of subsequent events through February 21, 2022, which is the date the
financial statements were available to be issued, and has determined that there are no material subsequent
events on which to report.
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