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Fund Information

Fund Size $2.97M
Investment 
Horizon Long term Inception Date

14 February 
2008

Unit Price $0.1298 Domicile Australia
Management 
Fee* 0.935%

Strategy Private Equity Denomination AUD Performance Fee
20% of returns > 

15% pa IRR

Cumulative 
Distributions $0.1339

*Management fees are based on invested capital

Fund Performance Since Inception Date

Cumulative Distributions to Paid-in Capital (DPI) 29.29%

Residual Value to Paid-in Capital (RVPI) 13.09%

Total Value to Paid-in-Capital (TVPI) 42.38%

Paid-in-Capital to Committed Capital (PIC) 99.20%

Internal Rate of Return (IRR) -13.35%

Calls and Distributions

Calls/Distribution Date Amount (cents per unit)

1st Call 3 March 2008 2.50 

2nd Call 9 July 2008 2.50 

3rd Call 22 July 2008 13.50 

4th Call 7 October 2008 8.00 

5th Call 2 January 2009 2.00 

6th Call 14 April 2009 5.50 

7th Call 23 May 2009 3.00 

8th Call 19 August 2009 4.00 

9th Call 12 October 2009 7.00 

10th Call 29 March 2010 2.00 

11th Call 27 September 2010 5.30 

12th Call 9 May 2011 2.00

13th Call 1 August 2011 7.00

14th Call 26 September 2011 12.00

15th Call 30 November 2011 10.00

16th Call 28 June 2012 1.00

17th Call 28 September 2012 1.50

Distribution 30 October 2012 (9.20)

18th Call 4 January 2013 4.50

19th Call 13 June 2013 3.60

20th Call 23 August 2014 1.03

21st Call 26 January 2015 1.27

Distribution 30 June 2016 (0.94)*

Distribution 10 February 2017 (4.52)

Distribution 30 June 2017 (1.44)*
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Total cash flows from/(to) Investor 83.10

*With imputation credits of 3.2497 & 9.7054 cents per unit attached.

The units in Distressed Assets Fund (DAF) are called to $0.9920 per unit and the uncalled amount is $0.0080 per unit. The 
timing of the future calls depends mainly on when Helmsman Capital Fund II (HCF II) requires the capital and Specialised 
Private Capital will advise you as soon as possible of any call with at least 10 calendar days’ notice.

DAF has paid distributions totalling 29.06 cents per unit including imputation credits.

Distributions received in the future will be passed on to unit holders net of fees and expenses.

Extension of Termination Date 
The termination date for underlying Trust HCF II was on 15 February 2018, 10 years from the First Closing Date, which took 
place on 15 February 2008. 

In order to provide for further time to facilitate the sale of 4 of the Remaining Assets and to maximise value upside, a special 
resolution has been approved which dictates:

•    Extending fund life of HCFII to 31 December 2018
•    Reduced management fee structure to a cost to exit of $425,000 for the extension period

We intend to terminate Distressed Asset Fund on or soon after termination of HCF II.

Investments
DAF holds 23.26% of the units issued in HCF II, which is managed by Helmsman Funds Management Limited (HFM).

The Fund is a special situation fund investing in:

•    Financial restructure;
•   Operational turnaround;
•   Industry consolidation; and
•    Other special situations, including acquiring debt for subsequent ownership or control.

The mandate also covers distressed debt and secondary fund acquisition and investment where HFM is able to exert 
significant control over outcomes.

A brief update on the status of the investments currently held by HCF II is provided below. This information has been 
sourced from the September 2017 and December 2017 investor update provided by HFM.

1.  Force Corp (Force)

History  
An initial investment of $15m was made in 2008 into Force, which was one of Australia’s largest providers of working at 
heights equipment providers. Ultimately $23m was invested including a $5m guarantee for a Bridge Facility to support 
refinance of the of the senior debt facilities with Challenger/Asset Secure (Challenger) in October 2014. Increases of the 
portfolio limit were approved by the Advisory Committee. 

Historically, the business had performed well, growing EBITDA from c$18m to $42m in 2012, but increasingly difficult 
economic conditions over the following 2 years with the slowdown of the resource construction boom and the impact of the 
completion of a number of large infrastructure projects adversely impacted the business. 
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Management identified a range of margin improvement and cost reductions to meet the market challenges and refinance of 
the senior debt facility of up to $82m was arranged with Challenger and drawn down in October 2014. Unfortunately Force 
breached leverage covenants due to a combination of continuing market downturn, the seasonal impact over December/
January 2015 and cash outflows of c.$3m from refinancing, and lenders called default. HFM and Force negotiated with 
Challenger, and a series of standstill arrangements were put in place from 15 January to 13 July 2015. 

HFM’s subsequent capital raising actions resulted in a non-binding capital restructure offer in a non-binding offer from 
US based Platinum Equity (Platinum) which was preferred by Challenger. On 13 July 2015, HFM were advised that both 
Platinum and Challenger had withdrawn from negotiations and Lenders appointed a Voluntary Administrator and Receivers/
Managers. Subsequently Challenger negotiated a realization of assets, generating some $59m. On 23 November 2015, the 
Creditors voted in favour of winding up the company.  

Litigation 
The Liquidator received approval from the Creditors’ Committee to obtain litigation funding to proceed with an examination 
of directors and officers to develop a claim for insolvent trading to access the Force Directors’ and Officers’ insurance 
(D&O). Public examination of the Force directors and officers has occurred and evidence for both matters is in the process 
of being exchanged with commencement of mediation on 25th July 2018 and legal proceedings if that is not successful 
shortly thereafter. The Directors have lodged a cross claim against Challenger including shadow directorship, misleading 
and deceptive behaviour, and failure to realise assets at market value. 

Additionally, Challenger has lodged a claim of misleading and deceptive behaviour, in regard to the provision of due 
diligence material by Force D&O and HFM, in the application for funding. Force directors and HFM have been advised by 
the insurers that they have been indemnified under the D&O insurance and the HFM professional indemnity policy, including 
the Cross Claims to a total of $40m.

HFM’s legal advice is that both Force and HFM officers have a reasonable defence in both matters and mediation has been 
proposed by Challenger in regard to the misleading and deceptive claim. Settlement of both claims is not anticipated to 
exceed the total insurance cover of $40m and if not settled is anticipated to complete in Q2 FY19.   

Valuation 
The carrying value of the investment has been set at $1 in relation to the remaining Contingent Assets/franking credits whilst 
HFM considers alternatives to distribute franking credits of c.$3.5m for the benefit of HCF II investors. 

2.  Q Technology Group Ltd (QTG)

The QTG (formerly known as QRSciences Holdings Ltd) investment was completed on 1 May 2009. The cornerstone 
business, which trades as Q Security Systems (QSS), focuses on the importation and distribution of CCTV cameras, digital 
video recorders and security video management systems.

Management restructure during Q1 FY18 resulted in the former CFO being made acting CEO and a former Non-Executive 
Director being appointed acting Managing Director. The new team has stabilized the business, completed a full strategic 
review and is executing into the turnaround plan. Major project wins continue to be achieved and recovery of the day to 
day sales volumes is now the focus with release of new product ranges from November 2017 onwards. The plan forecasts 
positive returns for shareholders in 2H FY18 but delays in a major contractor with VIC Rail and Commonwealth Games 
security has delayed expected benefits to Q4 FY18. However, project wins combined with growing daily sales rate of new 
AlumiaPro products support the improving trend. Disposal of the investment has been deferred until completion of the full 
turnaround during the 2018 financial year. 

3.  Strongform Group (Strongform)

The investment in Strongform Group (formerly known as Formit Holding Pty Ltd) was completed on 6 November 2009. 
Post-acquisition, Strongform performed broadly in line with HFM’s investment case with Earnings Before Interest, Tax, 
Depreciation and Amortisation (EBITDA), growing from $3.3m in FY09 to $4.5m in FY10 before flattening (at $4.5m) with a 
weather-affected FY11.
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A significant operational fix plan was successfully implemented which delivering improved operating metrics which allowed 
the sale of the primary division (BVCI). This was completed in June 2015, at an attractive valuation, and proceeds were 
distributed with fully franked dividends in FY16. 

The remaining division (Formit) performed strongly, with an exit via a management buyout completed in January 2018 with a 
distribution planned for Q4 FY18 providing cash related to the dividend declared in FY17.

The remaining holding companies will be deregistered at the commencement of the next financial year (July 2018). Total 
gross returns for the investment will be 4.2x cash multiple and 31% IRR (inclusive of franking credits received). 

4.  Skill Australia Group Pty Ltd - “SKILL” (formerly All Trades Queensland Pty Ltd)

On 31 October 2011, HCF II invested $13.3m in SKILL as part of a management buyout for $23.5m, from the founding 
shareholders. 

SKILL is a market leader in the provision and management of apprentices and trainees in Australia under the Group Training 
Organisation (GTO) structure, training and hiring some 1,000 apprentices and trainees in southeast Queensland. In late 
2014, SKILL also became Registered Training Organisation (RTO), and subsequently acquired the “TAFE” RTO operations 
of Careers Australia out of liquidation. SKILL now has c.23 plus qualifications on scope, building out its RTO capabilities 
in other trades, expanding into vocational education and training, with 2 campuses in Brisbane and facilities in Ipswich, 
Toowoomba and on the Gold Coast. 

Historically, SKILL has been a solid cash generator, holding cash of c$4.9m and with nominal net debt after paying down 
approximatively $6m of debt and returning $1.7m to HCF II to date. Earnings have now recovered, with FY17 EBITDA of 
c.$2.7m (FY17 of $3.3m) including the impact of the Careers Aust acquisition, which is forecast to generate a full CY18 
calendar year EBITDA in excess of $1.0m from an acquisition cost of c$750k. However, the overhang of the litigation 
described below will impact significantly on earnings through to FY19 without transition support from Federal and State 
Governments. 

Litigation 
Operations have been impacted by over 2 years of litigation following failure by SKILL to renegotiate its 2016 Enterprise 
Agreement with the 4 major unions representing apprentices (membership is <5%). Management had commenced 
negotiations in July 2015 to transition from the current State based award (ABTI) to the Modern Awards, which ultimately 
was referred to the Fair Work Tribunal (FWT) for review. This matter relates to all GTOs and to corporations registered 
pre2006 operating under the State Award in QLD which provides a 20%-25% increase in Year 1 and 2 apprentice wages 
and less than 5% decrease in wages of Year 3 and 4 apprentices with potential backpay to 2014. 

SKILL was successful in the initial FWT ruling and in 2 subsequent appeals, however in August 2016, the matter returned to 
the FWT where the judgement was reversed. SKILL appealed to the Federal Court, but the matter was referred back to the 
FWT in November 2017. The critical issue is not the increase in wages representing increased costs of c.$2m p.a., which 
HFM have sought to ameliorate by making additional annual increases above the ABTI award, but the level of back pay 
which may be applicable. At this stage the FWT has indicated that August 2016 is likely to be the date applicable but more 
recently it has informally indicated that the date of the Federal Court ruling may be applicable.  

ATQ has committed to commence payment at the full Modern Award rates for Year 1 and 2 from February 2018 but leave 
the Year 3 and 4s at the existing rates for 2 years. Back pay for the current apprentice cohort will be paid progressively 
commencing 1July 2018 with transitional support from Federal and State Governments being negotiated. 

Acquisitions   
Negotiations between SKILL and a WA group with a similar profile to SKILL to merge operations for a backdoor listing are 
on hold until the level of government support is clarified. 

Valuation 
Valuation has been maintained at $5m until HFM have clarity regarding the likely transition support from Government. 
The Federal Government has recently announced that it will provide transition support but requires support from the QLD 
government. HFM are advised that final decisions are expected to be made by April 2018. 
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5.  Aviator Holding Pty Limited (Aviator) – Curry Kenny Aviation Group

The $9.6m investment in Aviator was completed on 22 December 2011, with a further $4.9m in working capital provided 
in December 2013. Aviator was an aviation business providing rotary and fixed wing services to infrastructure, government, 
resources and tourism clients.

Post-sale of this investment in the December 2016 quarter triggered an interim cash distribution of $8.0m which was 
declared and paid on 10 February 2017. Escrow hold backs totalling $2.3m remain in place, comprising $0.9m from 
realization of legacy surplus assets and $1.4m being subject to the release of a subordinated loan from a related party of 
the former owner. Pursuant to the sale agreement these hold back items are due to be released in early 2018 and actions 
have been commenced to effect the release of the legacy asset surplus with $1.4m to remain in escrow until the related 
party loan settlement agreement is executed.  

Valuation of Investments

DAF has an estimated Gross Asset Value (GAV) of $3.04m and a Net Asset Value (NAV) of $2.97m or $0.1298 per unit as at 
31 December 2017.

Unit holder Information

Should you have any enquiries regarding your unit holding, you should contact Link Solution on 02 9547 4311. If you have 
any questions regarding your investment in the Distressed Assets Fund, you should speak with your Adviser in the first 
instance or contact us on 02 9250 6500.

Disclaimer
Issued by Specialised Private Capital Ltd (SPC) (ABN 87 095 773 390 AFSL No. 246744) trading as Centric Capital (Centric Capital) the 
Responsible Entity of the Distressed Assets Fund (DAF) ARSN 125 580 850. SPC is not licensed to provide advice to retail investors in relation to 
interests in the DAF. Please refer to the Product Disclosure Statement for further information about the DAF. This document has been issued on 
the basis that it is only for the information and exclusive use of the particular person to whom it is provided. Any forecasts included are reasonably 
believed to be reliable based on current information but due to our inability to predict future events they cannot be guaranteed. 

This document is of a general nature only. The above information is not personal advice and does not take into account the investment objectives, 
financial situation or needs of any person. Investors should consider the offer document relating to the fund in deciding whether to acquire or 
continue to hold units in the fund. The offer document is available by contacting us on 02 9250 6500. 

The returns represent past performance only and are not indicative of future performance. The value of an investment may rise or fall with changes 
in the market. Future results are impossible to predict. This report includes opinions, estimates and other forward-looking statements which are, 
by their very nature, subject to various risks and uncertainties. Actual events or results may differ materially, positively or negatively, from those 
reflected or contemplated in such forward-looking statements. Forward-looking statements constitute the investment manager’s judgement as at 
the date of preparation of this report and are subject to change without notice. In preparing this document, reliance may have been placed, without 
independent verification, on the accuracy and completeness of information available from external sources. To the maximum extent permitted 
by law, no member of the SPC nor its directors, employees or agents accept any liability for any loss arising from the use of this document, its 
contents or otherwise arising in connection with it. 

Publication date: April 2018

Tel  02 9250 6500
Fax  02 9252 2702

info@centricwealth.com.au
www.centricwealth.com.au

Sydney

Level 15
1 O’Connell Street
Sydney NSW 2000
PO Box R1851
Royal Exchange NSW 1225


