
This is Annexure A, of 31 pages referred to in Form

388 "Annual Reports" and in Form 5111 "Compliance

Plan Audit Report of a Registered Scheme

Matthew Games

Director

Date: 25/09/2018

Responsible Entity:

DISTRESSED ASSETS FUND

ARSN 125 580 850

ANNUAL FINANCIAL REPORT

FOR THE PERIOD ENDED 30 JUNE 2018

Specialised Private Capital Limited

Trading as Centric Capital

ACN 095 773 390

Level 15, 1 O'Connell St

Sydney NSW 2000



Distressed Assets Fund
ARSN 125 580 850

Annual Financial Report
For the year ended 30 June 2018



Distressed Assets Fund
ARSN 125 580 850

Annual Financial Report
For the year ended 30 June 2018

Contents
Page

Directors' Report 2

Auditor's Independence Declaration 7

Statement of Comprehensive Income 8

Statement of Financial Position 9

Statement of Changes in Equity 10

Statement of Cash Flows 11

Notes to the Financial Statements 12

Directors' Declaration 29

Independent Auditor's Report to the Unitholders of Distressed Assets Fund 30

These financial statements cover Distressed Assets Fund as an individual entity.

The Responsible Entity of Distressed Assets Fund is Specialised Private Capital Ltd (ABN 87 095 773 390)
(AFSL 246744). The Responsible Entity's registered office is:

Level 17
181 William Street
Melbourne VIC 3000
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Distressed Assets Fund
Directors' Report

For the year ended 30 June 2018

Directors' Report

The Directors of Specialised Private Capital Ltd (ABN 87 095 773 390), the Responsible Entity of Distressed
Assets Fund (the "Fund"), present their report together with the financial statements of the Fund for the year
ended 30 June 2018.

Principal activities

The principal activity of the Fund during the year continued to be the management of the investment in the
Helmsman Capital Fund II ("HCF II").

HCFII was originally scheduled to terminate on 12 February 2018. However, in accordance with a special
resolution for HCF II Liquidity Plan on 31 January 2018, the term of HCF II was extended until 31 December
2018. In view of this, the Fund will terminate on 31 December 2018.

The Responsible Entity is also the Investment Manager of the Fund.

The Fund did not have any employees during the year (2017: nil).

Directors

The following persons held office as directors of Specialised Private Capital Ltd during the year and up to the
date of this report:

Spiro Paule
Anthony Roussos (resigned 25 June 2018)
Michael Wilkins (resigned 25 June 2018)
Matthew Games
Kieran Canavan

Information on Directors

Spiro Paule
Executive Director
B. Juris, Dip AII, F.A.I.M.

Spiro has worked in the Financial Services industry in a variety of management and consulting roles since 1980
with multi-national Insurers/Funds Managers as well as a long serving Principal and director with one of
Australia's largest dealer groups before co-founding the Findex Group in 2001 ('Findex"). He is the Managing
Director and CEO of Crowe Horwath Australasia, Australia's 5th largest Accountancy firm by revenue and largest
by client numbers (220,000 SME clients) employing 2650 staff across 120 offices in Australia and New Zealand.
As Managing Director and CEO, Spiro oversees:

• Group operations;
• Group budget;
• Mergers and Acquisitions;
• Development of standards and procedures;
• Integration of acquisitions;
• Overseeing the further development of proprietary enterprise management software systems and

platforms; and
• Delivery of Findex Group core ideology and key behaviours

Spiro is also a Fellow of the Australian Institute of Management (FAIM).
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Distressed Assets Fund
Directors' Report

For the year ended 30 June 2018
(continued)

Directors (continued)

Michael Wilkins
Executive Director (resigned 25 June 2018)
MBA, Dip FP

With over 25 years of industry experience beginning in the late 80's as a long term member of one of Australia's
largest dealer groups as a principal owner/adviser, Michael is a founding member of Findex, sitting on its board in
an Executive Director role. He holds a Diploma in Financial Planning from Deakin University and a Masters of
Business Administration (MBA). Michael is Chief of Adviser Services for the Findex Group and is responsible for:

• Managing all Financial Planning, Risk, Corporate Benefits, Lending and General Insurance Advisers across
Australia and New Zealand;

• Merger & Acquisition integration of Advice teams;
• Client acquisition and retention;
• Adviser budgets, KPI's and compliance;
• Product development and innovation; and
• Integration of client services within the group

Anthony Roussos
Executive Director (resigned 25 June 2018)
B.Sc, MBA, CFP®

Following the completion of a Science degree majoring in Applied Math and Statistics at Monash University, Tony
entered the Financial Services industry in 1992 as part of a business traineeship with Findex. He has operated as
a fully licensed Financial Adviser since 1999, and has headed various national committees including the Financial
Planning Association (FPA) Education Task Force and Chairman of DFP 3 and 7 (Fundamental and Advanced
Investment Planning). After gaining his initial Financial Planning qualifications, Tony went on to complete a
Master’s in Business Administration (MBA). He also served as a senior lecturer for The Securities Institute and
FPA. As Chief Operations Officer and Company Director of Findex Group, Tony plays an integral role in
implementing Findex’s growth strategy. Subject to the immediate direction of the CEO, his responsibilities
include:

• The general management of Findex's operations in accordance with all Business Plans developed or
approved by the Board;

• Liaising with and directing staff to achieve the established business and operational goals; and
• Executing the responsibilities of a Company Director according to lawful and ethical standards set by the

Findex Group Board

Tony places a high importance on building and maintaining enduring relationships with his staff and clients. He
believes that a consistent, value added service is essential to this process.

Matthew Games
Executive Director
B Comm (Accounting), CA

Matthew joined Findex in January 2008 as Chief Financial Officer and is responsible for the financial
management of the business. He is also heavily involved in Findex Group's merger and acquisition practices.
Prior to joining Findex, Matthew worked with Macquarie Private Wealth as a specialist project manager focusing
on acquisition and new business opportunities. Preceding that, Matthew spent 7 years with ING Australia, initially
in its group finance area before moving on to specialise in the financial advisory field as Finance Manager for ING
Advice, working with the RetireInvest, Tandem and Millennium 3 financial planning groups.

Matthew holds a Bachelor of Commerce degree from Macquarie University in Sydney and is also a Chartered
Accountant. He is also a qualified 'Black Belt' in Six Sigma, a process improvement and quality management
methodology used by many leading companies worldwide.
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Distressed Assets Fund
Directors' Report

For the year ended 30 June 2018
(continued)

Directors (continued)

Kieran Canavan
Executive Director
B.Comm, Dip Lending, Dip FP (RG 146), GAICD

Kieran began working in the Financial Services industry in 1992 as a Financial Adviser for premier clients of The
Standard Bank. By 1997 he was heading up special projects within Standard Bank, specifically focused on
mortgage securities. In 1997 Kieran immigrated to Australia after been "head-hunted" by a major international
manufacturing, import and redistribution company based in Sweden; Poseidon AB. Kieran was tasked with
starting up the new venture in Australia, Kieran took this company from start up through to eventual successful
sale in 2002. In late 2002 Kieran moved back into the Financial Services industry in the field of mortgage
origination and setup and managed a boutique mortgage company, this company was acquired by Centric
Wealth in late 2003. Kieran joined Centric Wealth in 2003 in the role of Head of Lending. In 2009 Kieran became
Head of Treasury Services and subsequently Head of Products and Services. Kieran joined the Findex Group
Management Team as a result of 2014 acquisition of Centric Wealth. Kieran is now Chief Investment Officer for
the Findex Group. Kieran’s other responsibilities include:

• Vice Chairman of the Findex Asset Allocation and Investment Committee;
• Responsible Manager of the Findex's Funds Management business and Responsible Entity; and
• Senior management and administration roles in community based volunteer and not for profit organisations

Review and results of operations

These final annual financial statements of the Fund have been prepared on a non-going concern basis.

During the year, the Fund continued to invest in accordance with the governing documents of the Fund and in
accordance with the provisions of the Fund's Constitution.

The performance of the Fund, as represented by the results of its operations, was as follows:

Year ended

30 June
2018

30 June
2017

$ $

Operating profit/(loss) for the year (217,452) 2,131,463

Distributions

Distributions paid/payable - 1,363,724

Distributions (cents per unit) - 5.9629

As at 30 June 2018, a total of 99.2 cents per unit has been called from unitholders (30 June 2017: 99.2 cents),
leaving a further 0.8 cents per unit to be called. The total units on issue as at 30 June 2018 were 22,870,000
(30 June 2017: 22,870,000) ordinary units and 100 (30 June 2017: 100) B Class units.

The net asset value of the Fund as at 30 June 2018 was $2,201,903 (30 June 2017: $4,272,204).

HCF II has thus far called $21,802,200 as at 30 June 2018 (30 June 2017: $21,802,200) which was equal to the
agreed maximum capital commitment. As a result, no further calls will be made by HCF II.

Significant changes in state of affairs

The Fund will terminate on 31 December 2018.

In the opinion of the Directors, there were no other significant changes in the state of affairs of the Fund that
occurred during the financial year.
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Distressed Assets Fund
Directors' Report

For the year ended 30 June 2018
(continued)

Matters subsequent to the end of the financial year

Once the remaining assets of the Fund have been converted into cash and liabilities paid, the Fund will
terminate.

Indemnification and insurance of officers

No insurance premiums are paid for out of the assets of the Fund in regards to insurance cover provided to the
officers of Specialised Private Capital Ltd. So long as the officers of Specialised Private Capital Ltd act in
accordance with the Fund's Constitution and the Law, the officers remain indemnified out of the assets of the
Fund against losses incurred while acting on behalf of the Fund.

Indemnification of auditor

The auditor of the Fund is in no way indemnified out of the assets of the Fund.

Proceedings on behalf of the Fund

No person has applied for leave of Court to bring proceedings on behalf of the Fund or intervene in any
proceedings to which the Fund is a party for the purpose of taking responsibility on behalf of the Fund for all or
any part of those proceedings.

The Fund was not a party to any such proceedings during the year.

Fees paid to and interests held in the Fund by the Responsible Entity and its associates

Fees paid to the Responsible Entity and its associates out of Fund property during the year are disclosed in
Note 13 to the financial statements.

No fees were paid out of Fund property to the Directors of the Responsible Entity during the year (2017: nil).

The number of interests in the Fund held by the Responsible Entity or its associates as at the end of the financial
year are disclosed in Note 13 to the financial statements.

Environmental regulation

The operations of the Fund are not subject to any particular or significant environmental regulations under
Commonwealth, State or Territory law.

Corporate Governance

The Board of the Responsible Entity is comprised of five Executive Directors Spiro Paule, Anthony Roussos,
Michael Wilkins, Matthew Games and Kieran Canavan.

The Fund's policy regarding the Responsible Entity’s Directors and employees trading in its securities is set by
the Investment Committee. The policy restricts Directors of the Responsible Entity and employees from acting on
material information until it has been released to the market and adequate time has been given for this to be
reflected in the security’s prices.

The Board of the Responsible Entity approved the formation of a Compliance Committee to ensure compliance
with the Responsible Entity’s systems and procedures as outlined in its Compliance Plan. The Compliance
Committee comprises three members, two of whom are external to the Responsible Entity.
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Distressed Assets Fund
Directors' Report

For the year ended 30 June 2018
(continued)

Auditor's Independence Declaration

A copy of the Auditor's Independence Declaration as required under section 307C of the Corporations Act 2001
is set out on page 7.

This report is made in accordance with a resolution of the Directors of Specialised Private Capital Ltd.

Matthew Games
Director

Sydney
25 September 2018
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{The Auditor's Independence Declaration will be provided by your Auditor}
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Distressed Assets Fund
Statement of Comprehensive Income

For the year ended 30 June 2018

Statement of Comprehensive Income

Year ended

30 June
2018

30 June
2017

Notes

Non-going
concern

basis
$

Going
concern

basis
$

Investment income

Unit trust distributions - 2,325,581

Interest income 3,313 2,985

Other operating income - 25,032

Total investment income/(loss) 3,313 2,353,598

Expenses

Management fees 13 98,665 124,171

Remuneration of auditor 24,264 25,948

Expense reimbursement fees 71,697 71,697

Other operating expenses 26,139 319

Total operating expenses 220,765 222,135

Operating profit/(loss) (217,452) 2,131,463

Finance costs attributable to unitholders

Distribution to unitholders - (1,363,724)

(Increase)/decrease in net assets attributable to unitholders 2,070,301 4,643,423

Profit/(loss) for the year 1,852,849 5,411,162

Other comprehensive income/(loss)

Item that will not be reclassified to profit or loss

Revaluation/(devaluation) of financial assets (1,852,849) (5,411,162)

Total comprehensive income/(loss) for the year - -

The above Statement of Comprehensive Income should be read in conjunction with the accompanying notes.
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Distressed Assets Fund
Statement of Financial Position

As at 30 June 2018

Statement of Financial Position

As at

30 June
2018

30 June
2017

Notes

Non-going
concern

basis
$

Going
concern

basis
$

Assets

Cash and cash equivalents 8 239,685 144,467

Receivables 10 81,919 595,846

Financial assets held at fair value through other comprehensive
income 5 2,084,651 3,937,500

Total assets 2,406,255 4,677,813

Liabilities

Distributions payable 7 589 332,253

Payables 11 203,763 73,356

Total liabilities (excluding net assets attributable to
unitholders) 204,352 405,609

Net assets attributable to unitholders - liability 6 2,201,903 4,272,204

The above Statement of Financial Position should be read in conjunction with the accompanying notes.
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Distressed Assets Fund
Statement of Changes in Equity

For the year ended 30 June 2018

Statement of Changes in Equity

Year ended

30 June
2018

30 June
2017

Non-going
concern

basis
$

Going
concern

basis
$

Total equity at the beginning of the year - -

Profit/(loss) for the year 1,852,849 5,411,162

Other comprehensive income/(loss) (1,852,849) (5,411,162)

Total comprehensive income/(loss) - -

Transactions with owners in their capacity as owners - -

Total equity at the end of the year - -

Under Australian Accounting Standards, net assets attributable to unitholders are classified as a liability rather
than equity. As a result, there was no equity at the start or the end of the year.

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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Distressed Assets Fund
Statement of Cash Flows

For the year ended 30 June 2018

Statement of Cash Flows

Year ended

30 June
2018

30 June
2017

Notes

Non-going
concern

basis
$

Going
concern

basis
$

Cash flows from operating activities

Interest income received 3,313 2,985

Distributions received 465,116 2,209,303

Expense reimbursement fees paid (23,631) (305,121)

Management fees paid (20,008) (639,596)

Payment of other operating expenses - (1,411)

Net cash inflow/(outflow) from operating activities 9(a) 424,790 1,266,160

Cash flows from financing activities

Distributions paid from operating activities (329,572) (1,216,800)

Proceeds from call of units - 14,592

Net cash inflow/(outflow) from financing activities (329,572) (1,202,208)

Net increase/(decrease) in cash and cash equivalents 95,218 63,952

Cash and cash equivalents at the beginning of the year 144,467 80,515

Cash and cash equivalents at the end of the year 8 239,685 144,467

The above Statement of Cash Flows should be read in conjunction with the accompanying notes.
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Distressed Assets Fund
Notes to the Financial Statements

For the year ended 30 June 2018
(continued)

1 General information

These financial statements cover Distressed Assets Fund (the "Fund") as an individual entity. The Fund is an
Australian registered managed investment scheme, was constituted on 6 June 2007, registered with the
Australian Securities and Investments Commission on 6 June 2007 and commenced operations on 13 February
2008.

The Fund will terminate after the termination of its sole investment in the Helmsman Capital Fund II ("HCF II").
The term of the Fund matches the term of HCF II, which is at least ten years after HCF II's first close. The Fund
may extend its term if the HCF II’s term is extended. HCF II may extend its term by approval via a special
resolution.

The Fund is a closed-end Fund and is not subject to applications and redemptions.

The principal activity of the Fund during the year continued to be the management of the investment in HCF II.

In a special resolution for HCF II Liquidity Plan on 31 January 2018, the term of the HCF II was extended until 31
December 2018. In view of this, the Fund will terminate on 31 December 2018.

Once the remaining assets of the Fund have been converted into cash and liabilities paid, the final distribution of
the cash held by the Fund will be made to unitholders as soon as practicable, after which the Fund will terminate.

The Responsible Entity and Investment Manager of the Fund is Specialised Private Capital Ltd (the "Responsible
Entity"). The Responsible Entity's registered office is Level 17, 181 William Street, Melbourne, VIC 3000. The
Responsible Entity is incorporated and domiciled in Australia.

The financial statements of the Fund are for the year ended 30 June 2018. The financial statements are
presented in the Australian currency.

The financial statements were authorised for issue by the Directors of the Responsible Entity on the date the
Directors' Declaration was signed. The Directors of the Responsible Entity have the power to amend and reissue
the financial statements.

2 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all years presented, unless otherwise stated in the following
text.

(a) Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian Accounting
Standards and Interpretations issued by the Australian Accounting Standards Board (AASB) and the
Corporations Act 2001 in Australia. The Fund is a for-profit entity for the purpose of preparing the financial
statements.

The financial statements are prepared on the basis of fair value measurement of assets and liabilities except
where otherwise stated.

As the Fund will be terminated on 31 December 2018, the going concern basis of preparation is no longer
appropriate and the financial statements have been prepared on a liquidation basis. The liquidation basis means
assets have been written down to the lower of their carrying amounts and net realisable value and additional
liabilities have been recognised to the extent there was a present obligation at the reporting date. The accounting
policies set out below have been applied within this context.

(i) Compliance with International Financial Reporting Standards (IFRS)

The financial statements of the Fund also comply with IFRS as issued by the International Accounting Standards
Board.
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Distressed Assets Fund
Notes to the Financial Statements

For the year ended 30 June 2018
(continued)

2 Summary of significant accounting policies (continued)

(a) Basis of preparation (continued)

(ii) New and amended standards adopted by the Fund

There are no standards, interpretations or amendments to existing standards that are effective for the first time
for the financial year beginning 1 July 2017 that have a material impact on the amounts recognised in the prior
periods or will affect the current or future periods.

(iii) New standards and interpretations not yet adopted

Certain new accounting standards and interpretations have been published that are not mandatory for the
30 June 2018 reporting period and have not been early adopted by the Fund. The Directors' assessment of the
impact of these new standards (to the extent relevant to the Fund) and interpretations is set out below:

• AASB 9 Financial Instruments (and applicable amendments issued after December 2009) (effective from
1 January 2018)

AASB 9 Financial Instruments addresses the classification, measurement and derecognition of financial assets
and financial liabilities. It has now also introduced revised rules around hedge accounting and impairment. The
standard is not applicable until 1 July 2018 but is available for early adoption. The Directors do not expect this to
have a significant impact on the classification, recognition and measurement of the Fund’s financial instruments
as they are carried at fair value through other comprehensive income. The derecognition rules have not changed
from the previous requirements, and the Fund does not apply hedge accounting. AASB 9 introduces a new
impairment model. However, as the Fund’s investments are all held at fair value through other comprehensive
income, the change in impairment rules will not impact the Fund.

• AASB 15 Revenue from Contracts with Customers (effective from 1 January 2018)

AASB 15 will replace AASB 118 Revenue which covers contracts for goods and services and AASB 111
Construction Contracts which covers construction contracts. AASB 15 is based on the principle that revenue is
recognised when control of a good or service transfers to a customer - so the notion of control replaces the
existing notion of risks and rewards.

The Fund’s main sources of income are interest, dividends and distributions and gains on financial instruments
held at fair value. All of these are outside the scope of the new revenue standard. As a consequence, the
Directors do not expect the adoption of AASB 15 to have a significant impact on the Fund’s accounting policies or
the amounts recognised in the financial statements.

There are no other standards that are not yet effective and that are expected to have a material impact on the
Fund in the current or future reporting periods and on foreseeable future transactions.

(b) Financial instruments

(i) Classification

• Financial assets held at fair value through other comprehensive income

Effective 1 July 2010, the Fund early adopted AASB 9 Financial Instruments (Dec 2009 version) and had
designated its long-term investment as "fair value through other comprehensive income". All gains and losses are
presented in other comprehensive income as part of the Statement of Comprehensive Income.

Under AASB 9, there is no recycling of the realised gains and losses to the Statement of Comprehensive Income
as was previously required by AASB 139. The Fund continues to apply impairment requirements under AASB
139.

(ii) Recognition and derecognition

Financial assets initially are brought to account at cost, including transaction costs. Subsequent to initial
recognition, the investment is reflected at fair value.
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Distressed Assets Fund
Notes to the Financial Statements

For the year ended 30 June 2018
(continued)

2 Summary of significant accounting policies (continued)

(b) Financial instruments (continued)

(ii) Recognition and derecognition (continued)

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or
the Fund has transferred substantially all the risks and rewards of ownership. Financial liabilities are
derecognised when the obligation under the liabilities are discharged.

(iii) Measurement

As at 30 June 2018, Directors of the Responsible Entity have valued this investment using the unit price derived
from the audited net assets of the HCF II. Given the nature of the Fund and its investment, the Directors of the
Responsible Entity consider this a fair and reasonable basis of valuation.

The carrying amount of investment is reviewed regularly by the Directors of the Responsible Entity to ensure it is
not in excess of the recoverable amount of this investment. The recoverable amount is assessed from the
investment's current market value or the underlying net assets. The expected net cash flows from investment
have not been discounted to their present value in determining the recoverable amount.

(iv) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is reported in the Statement of Financial Position
when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a
net basis, or realise the asset and settle the liability simultaneously.

(c) Net assets attributable to unitholders

The Fund is a closed-end Fund and is not subject to applications and redemptions. The net asset value of the
Fund is determined on the most recently available information. The Fund and unit prices are calculated on the
value of investments by HCF II after adjusting for the value of the liabilities.

The net assets attributable to unitholders include unrealised gains or losses on financial assets held at fair value
through other comprehensive income.

(d) Cash and cash equivalents

For the purpose of presentation in the Statement of Cash Flows, cash and cash equivalents includes cash on
hand, deposits held at call with financial institutions, and other short term, highly liquid investments with original
maturities of three months or less from the date of acquisition that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of changes in value.

(e) Investment income

Interest income on cash and cash equivalents is recognised in the Statement of Comprehensive Income on an
accruals basis.

Other changes in fair value for financial instruments held at fair value through other comprehensive income are
recorded in accordance with the policies described in Note 2(b) to the financial statements.

Trust distributions are recognised on an entitlement basis.

(f) Expenses

All expenses are recognised in the Statement of Comprehensive Income on an accruals basis.
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Distressed Assets Fund
Notes to the Financial Statements

For the year ended 30 June 2018
(continued)

2 Summary of significant accounting policies (continued)

(g) Income tax

Under current legislation, the Fund is not subject to income tax as unitholders are presently entitled to the income
of the Fund.

Financial instruments held at fair value may include unrealised capital gains. Should such a gain be realised, that
portion of the gain that is subject to capital gains tax will be distributed so that the Fund is not subject to capital
gains tax.

Realised losses are not distributed to unitholders but are retained in the Fund to be offset against any future
realised capital gains. If realised capital gains exceed realised losses, the excess is distributed to the unitholders.

(h) Distributions

The Fund distributes its distributable income, in accordance with the Fund's Constitution, to unitholders by cash
or reinvestment. The distributions are recognised in the Statement of Comprehensive Income as finance costs
attributable to unitholders.

(i) Increase/decrease in net assets attributable to unitholders

Income not distributed is included in net assets attributable to unitholders. Movements in net assets attributable
to unitholders are recognised in the Statement of Comprehensive Income as finance costs.

The movements include undistributable income which may consist of unrealised changes in fair value of financial
instruments held at fair value through other comprehensive income; accrued income not yet assessable;
expenses provided or accrued for which are not yet deductible; net capital losses; and tax free or tax deferred
income. Net capital gains on the realisation of any financial instruments (including any adjustments for tax
deferred income previously taken directly to net assets attributable to unitholders) and accrued income not yet
assessable will be included in the determination of distributable income in the same period in which it becomes
assessable for tax.

(j) Receivables

Receivables may include amounts for interest and trust distributions. Trust distributions are accrued when the
right to receive payment is established. Where applicable, interest is accrued at the end of each reporting period
from the time of last payment in accordance with the policy set out in Note 2(e) above. Amounts are generally
received within 30 days of being recorded as receivables.

Receivables also include such items as Reduced Input Tax Credits (RITC).

Collectability of receivables is reviewed on an ongoing basis. Receivables which are known to be uncollectable
are written off by reducing the carrying amount directly. The amount of the impairment loss is recognised in the
Statement of Comprehensive Income within other expenses. Subsequent recoveries of amounts previously
written off are credited against other expenses in the Statement of Comprehensive Income.

(k) Payables

Payables include liabilities and accrued expenses owed by the Fund which are unpaid as at the end of the
reporting period.

As the Fund has a contractual obligation to distribute its distributable income, a separate distribution payable is
recognised in the Statement of Financial Position as at the end of each reporting period where this amount
remains unpaid as at the end of the reporting period.

16



Distressed Assets Fund
Notes to the Financial Statements

For the year ended 30 June 2018
(continued)

2 Summary of significant accounting policies (continued)

(l) Goods and Services Tax (GST)

The GST incurred on the costs of various services provided to the Fund by third parties such as investment
management fees and other expenses have been passed onto the Fund. The Fund qualifies for RITC at a rate of
at least 55%; hence investment management fees and other expenses have been recognised in the Statement of
Comprehensive Income net of the amount of GST recoverable from the Australian Taxation Office (ATO).
Amounts payable are inclusive of GST. The net amount of GST recoverable from the ATO is included in
receivables in the Statement of Financial Position. Cash flows relating to GST are included in the Statement of
Cash Flows on a gross basis.

(m) Use of estimates

The Fund makes estimates and assumptions that affect the reported amounts of assets and liabilities within the
current and next financial year. Estimates are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the circumstances.

For more information on how fair value is calculated please refer to Note 4 to the financial statements.

3 Financial risk management

The Fund's activities expose it to a variety of financial risks including market risk (which incorporates price risk
and interest rate risk), credit risk and liquidity risk.

The Fund's overall risk management program seeks to minimise potential adverse effects on the distributable
earnings of the Fund and are managed through a process of ongoing identification, measurement and
monitoring.

The Fund uses different methods to measure different types of risk to which it is exposed. These methods are
explained below.

(a) Market risk

Market risk is the risk that changes in market prices, such as interest rates and other market prices will affect the
Fund's income or the carrying value of financial instruments. The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimising the return on risk.

(i) Price risk

Equity price risk is the risk that the value of an instrument will fluctuate as a result of changes in market prices,
whether caused by factors specific to an individual investment, its issuer or all factors affecting all instruments
traded in the market.

Investments are classified in the Statement of Financial Position as held at fair value through other
comprehensive income.

Private equity, distressed and turnaround investments are inherently higher risk. The Investment Manager's
policy will be to maintain industry diversification in HCF II's investments, however, during the initial investment
phase as the Fund matures and as investments are realised, concentration will be evident. HCF II will limit initial
investment in any one industry sector to 25% of its capital commitments.

This risk is further managed by ensuring that all activities are transacted in accordance with mandates, overall
investment strategy and within approved limits.

There is no effect on the net operating profit/(loss) attributable to unitholders as unrealised gains and losses
arising from changes in fair value are taken directly to other comprehensive income.

The table in Note 3(b) summarises the sensitivities of the Fund's assets and liabilities to price risk. The analysis is
based on the assumption that the markets in which the Fund invests move by +/- 10% (2017: +/- 10%).
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Distressed Assets Fund
Notes to the Financial Statements

For the year ended 30 June 2018
(continued)

3 Financial risk management (continued)

(a) Market risk (continued)

(ii) Cash flow and fair value interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates.

The Fund is exposed to cash flow interest rate risk on financial instruments with variable interest rates. Financial
instruments with fixed rates expose the Fund to fair value interest rate risk.

Interest-bearing financial assets mature or reprice in the short-term, no longer than twelve months. As a result,
the Fund is subject to limited exposure to fair value interest rate risk due to fluctuations in the prevailing levels of
market interest rates. Any excess cash is held in a cash management account.

The majority of the Fund's assets are held in equities which are non-interest bearing securities (>90%). Hence,
the Fund is not exposed to significant interest rate risk.

(b) Summarised sensitivity analysis

The following table summarises the sensitivity of the Fund's other comprehensive income/(loss) and net assets
attributable to unitholders to market risks. The reasonably possible movements in the risk variables have been
determined based on the Responsible Entity's best estimate. However, actual movements in the risk variables
may be greater or less than anticipated due to a number of factors, including unusually large market shocks
resulting from changes in the performance of the economies, markets and securities in which the Fund invests.
As a result, historic variations in risk variables are not a definitive indicator of future variances in the risk
variables.

Impact on other
comprehensive income/(loss)/

net assets attributable to
unitholders

Price risk

-10% +10%
(MSCI Index) (MSCI Index)

$ $

As at 30 June 2018 (208,465) 208,465

As at 30 June 2017 (393,750) 393,750
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Distressed Assets Fund
Notes to the Financial Statements

For the year ended 30 June 2018
(continued)

3 Financial risk management (continued)

(c) Credit risk

The Fund is exposed to credit risk, which is the risk that a counterparty will be unable to pay its obligations in full
when they fall due, causing a financial loss to the Fund.

(i) Cash and cash equivalents

The exposure to credit risk for cash and cash equivalents is low as National Australia Bank has a rating of AA-
(2017 AA-) (as determined by the Standard & Poor's) or higher.

Cash and cash equivalents are generally held for cash flow management purposes only at a usual low level. Any
excess cash is held in a cash management account.

(ii) Other

The Fund is not materially exposed to credit risk on other financial assets.

The Fund is exposed to default risk of unitholders not meeting capital calls on their units in the Fund.

(d) Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its
obligations in full as they fall due or can only do so on terms that are materially disadvantageous.

The Fund manages liquidity risk by monitoring forecast cash flows. The Fund does have the ability to call on
outstanding unitholder funds up to the value of outstanding commitments amounting to $182,960
(2017: $182,960).

The Fund is a closed-end fund and is not subject to applications and redemptions.

(i) Maturities of non-derivative financial liabilities

The table below analyses Fund's non-derivative financial liabilities into relevant maturity groupings based on the
remaining period at reporting date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows.

As at 30 June 2018

Less than
1 month

1-6
months

6-12
months

On
call

$ $ $ $

Distributions payable 589 - - -

Payables - 203,763 - -

Net assets attributable to unitholders - - - 2,201,903

Contractual cash flows 589 203,763 - 2,201,903

As at 30 June 2017

Distributions payable 332,253 - - -

Payables - 73,356 - -

Net assets attributable to unitholders - - - 4,272,204

Contractual cash flows 332,253 73,356 - 4,272,204
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4 Fair value measurement

The Fund measures and recognises the following assets and liabilities at fair value on a recurring basis:

• Financial assets designated at fair value through other comprehensive income (FVTOCI) (see Note 5)

The Fund has no assets or liabilities measured at fair value on a non-recurring basis in the current reporting
period.

AASB 13 Fair Value Measurement requires disclosure of fair value measurements by level of the following fair
value measurement hierarchy;

• Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1),

• Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly or indirectly (level 2), and

• Inputs for the asset or liability that are not based on observable market data (unobservable inputs) (level 3).

(a) Fair value in an active market (level 1)

The fair value of financial assets and liabilities traded in active markets (such as publicly traded derivatives and
listed equity securities) is based on their quoted market prices at the end of the reporting period without any
deduction for estimated future selling costs.

A financial instrument is regarded as quoted in an active market if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those
prices represent actual and regularly occurring market transactions on an arm's length basis.

An active market is a market in which transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis.

The Fund does not hold any financial instruments that are traded in an active market.

(b) Fair value in an inactive or unquoted market (level 2 and level 3)

The fair value of financial instruments that are not traded in an active market is determined using valuation
techniques. The Fund uses a variety of methods and makes assumptions that are based on market conditions
existing at the end of each reporting year.

Investments classified within level 3 have significant unobservable inputs as they are infrequently traded. Level 3
instruments include certain unlisted unit trusts and valuations are based on the net asset value per unit reported
by those trusts. As observable prices are not available for these securities, the Investment Manager has relied on
valuations provided by managers of the underlying funds to derive fair value of the units.

(c) Recognised fair value measurements

The following table presents the Fund’s assets measured and recognised at fair value as at 30 June.

As at 30 June 2018 Level 1
$

Level 2
$

Level 3
$

Total
$

Financial assets

Financial assets designated at fair value
through other comprehensive income:

Unlisted unit trusts - - 2,084,651 2,084,651

Total financial assets - - 2,084,651 2,084,651
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4 Fair value measurement (continued)

(c) Recognised fair value measurements (continued)

As at 30 June 2017 Level 1
$

Level 2
$

Level 3
$

Total
$

Financial assets

Financial assets designated at fair value
through other comprehensive income:

Unlisted unit trusts - - 3,937,500 3,937,500

Total financial assets - - 3,937,500 3,937,500

(d) Transfers between levels

Management's policy is to recognise transfers into and transfers out of fair value hierarchy levels as at the end of
the reporting period.

There were no transfers between levels at the end of the reporting period (2017: nil).

(e) Fair value measurements using significant unobservable inputs (level 3)

The following table presents the movement in level 3 instruments for the year ended 30 June 2018 and 30 June
2017 for recurring fair value measurements.

As at 30 June 2018
Unlisted unit trusts

$

Opening balance - 1 July 3,937,500

Profits/(losses) recognised in the Statement of Comprehensive Income (1,852,849)
Closing balance - 30 June 2,084,651

Total unrealised profits/(losses) for the year included in the Statement of
Comprehensive Income for financial assets held at the end of the year

(1,852,849)

As at 30 June 2017
Unlisted unit trusts

$

Opening balance - 1 July 9,348,662

Profits/(losses) recognised in the Statement of Comprehensive Income (5,411,162)
Closing balance - 30 June 3,937,500

Total unrealised profits/(losses) for the year included in the Statement of
Comprehensive Income for financial assets held at the end of the year (5,411,162)
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4 Fair value measurement (continued)

(e) Fair value measurements using significant unobservable inputs (level 3) (continued)

(i) Valuation inputs and relationships to fair value

The following table summarises the quantitative information about the significant unobservable inputs used in
level 3 fair value measurements. See (b) above for the valuation techniques adopted.

Description
Fair value

$

Unobservable
inputs

Range of inputs
(probability -

weighted
average)

Relationship of
unobservable inputs

to fair value

30 June 2018

Unlisted unit trusts

2,084,651

Audited Financial
Statements of the
Underlying Funds
(30 June 2018)

N/A Direct

30 June 2017

Unlisted unit trusts

3,937,500

Audited Financial
Statements of the
Underlying Funds
(30 June 2017)

N/A Direct

(ii) Valuation processes

The Investment Manager uses unit prices communicated by the underlying fund managers to value investments.
Where there is a material movement in the unit prices, the Investment Manager communicates with the
underlying fund manager to understand the causes of the movement to test its reasonableness. The unit prices
are checked against the underlying funds' management accounts/audited financial accounts in line with the
Fund’s half-year and full year reporting dates.

If one or more of the significant inputs is not based on observable market data, the instrument is included in
level 3.

(f) Financial instruments not carried at fair value

The carrying value of receivables and payables are assumed to approximate their fair values.

Net assets attributable to unitholders' carrying value does not differ from its fair value (deemed to be redemption
price for individual units) due to no differences in valuation inputs.
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5 Financial assets held at fair value through other comprehensive income

As at

30 June
2018

30 June
2017

$ $

Designated at fair value through other comprehensive income

Unlisted unit trusts 2,084,651 3,937,500

Total designated at fair value through other comprehensive income 2,084,651 3,937,500

Total financial assets held at fair value through other comprehensive
income 2,084,651 3,937,500

Comprising:

Unlisted unit trusts

Units in Australian equity trusts 2,084,651 3,937,500

Total unlisted unit trusts 2,084,651 3,937,500

An overview of the risk exposures and fair value measurements relating to financial assets at fair value through
other comprehensive income is included in Note 3 and 4 to the financial statements.

6 Net assets attributable to unitholders

Movements in the number of units and net assets attributable to unitholders during the year were as follows:

Class A Year ended

30 June
2018

30 June
2018

30 June
2017

30 June
2017

Units $ Units $

Opening balance 22,870,000 4,272,104 22,870,000 8,915,527

Call on units - - - -

Increase/(decrease) in net assets attributable
to unitholders - (2,070,284) - (4,643,423)

Closing balance 22,870,000 2,201,820 22,870,000 4,272,104

Class B

Opening balance 100 100 100 100

Call on units - - - -

Increase/(decrease) in net assets attributable
to unitholders - (17) - -

Closing balance 100 83 100 100

Total net assets attributable to unitholders 22,870,100 2,201,903 22,870,100 4,272,204

23



Distressed Assets Fund
Notes to the Financial Statements

For the year ended 30 June 2018
(continued)

6 Net assets attributable to unitholders (continued)

There are two separate classes of units, Class A and Class B. Each Class A unit in the Fund has the same rights
attached to it as all other Class A units of the Fund. Class A unitholders participate in distributions and the
proceeds on winding up the Fund in proportion to the number of units held. Class B unitholders are entitled to a
success payment, in case the Fund's return exceeds the performance benchmark. (Please refer to the Product
Disclosure Statement for more details). No success payments had been accrued for the year ended 30 June
2018 (30 June 2017: nil).

As at 30 June 2018, a total of 99.2 cents per unit (2017: 99.2 cents per unit) has been called from ordinary
unitholders, leaving a further 0.8 cents per unit to be called. The total units on issue were 22,870,000
(30 June 2017: 22,870,000) Class A units and 100 Class B units (30 June 2017: 100) of which 86 B class units
(30 June 2017: 86) are held by Centric Wealth Enterprises Limited, the parent company of the Responsible
Entity.

Capital risk management

The Directors of the Responsible Entity control the capital of the Fund in order to ensure that the Fund can meet
its obligations.

The Fund's capital includes cash and cash equivalents and the proceeds from call units.

The Directors of the Responsible Entity effectively manage the Fund's capital by assessing the Fund's exposure
to financial and market risk and adjusting its capital structure in response to changes in these risks and in the
market. The Fund does not have any external borrowings.

There have been no changes in the strategy adopted by management to control the capital of the Fund.

7 Distributions to unitholders

The distributions declared during the year were as follows:

Year ended

30 June
2018

30 June
2018

30 June
2017

30 June
2017

$ CPU $ CPU

Distributions paid and payable - - 1,363,724 5.9629

8 Cash and cash equivalents

As at

30 June
2018

30 June
2017

$ $

Cash at bank 239,685 144,467

Total cash and cash equivalents 239,685 144,467

These accounts are earning a floating interest rate of between 0% and 1.00% as at 30 June 2018 (2017: 1.00%
and 1.25%).
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9 Reconciliation of profit/(loss) to net cash inflow/(outflow) from operating activities

(a) Reconciliation of profit/(loss) to net cash inflow/(outflow) from operating activities

Year ended

30 June
2018

30 June
2017

$ $

Profit/(loss) for the year 1,852,849 5,411,162

Increase/(decrease) in net assets attributable to unitholders (2,070,301) (4,643,423)

Distributions to unitholders - 1,363,724

Net change in receivables 511,835 (120,650)

Net change in payables 130,407 (744,653)

Net cash inflow/(outflow) from operating activities 424,790 1,266,160

As described in Note 2(i), income not distributed is included in net assets attributable to unitholders. The change
in this amount each year (as reported in (a) above) represents a non-cash financing cost as it is not settled in
cash until such time as it becomes distributable.

10 Receivables

As at

30 June
2018

30 June
2017

$ $

Applications receivable 63,545 65,637

Distributions receivable - 465,116

GST receivable 17,808 63,452

Other receivables 566 1,641

Total receivables 81,919 595,846

11 Payables

As at

30 June
2018

30 June
2017

$ $

Management fees payable 73,620 31,752

Expense recoveries 56,603 18,867

Other payables 73,540 22,737

Total payables 203,763 73,356
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12 Remuneration of auditor

During the year the following fees were paid or payable for services provided by the auditor of the Fund:

Year ended

30 June
2018

30 June
2017

$ $

Deloitte Touche Tohmatsu

Audit and other assurance services

Audit and review of financial statements 13,644 13,585

Audit of compliance plan 3,820 3,804

Total remuneration for audit and other assurance services 17,464 17,389

Taxation services

Tax compliance services - 8,559

Total remuneration for taxation services - 8,559

Total remuneration to auditor 17,464 25,948

Fees are stated net of GST.

13 Related party transactions

The Responsible Entity and Investment Manager of Distressed Assets Fund is Specialised Private Capital Ltd
(ABN 87 095 773 390) (AFSL 246744). Accordingly, transactions with entities related to Specialised Private
Capital Ltd are disclosed below.

Specialised Private Capital Ltd is 100% owned by Centric Wealth Enterprises Limited, which is owned by Findex
Group Limited.

The Responsible Entity has contracted services to Australian Executor Trustees Ltd to act as Custodian and Link
Fund Solutions Pty Limited to act as Administrator for the Fund. The contracts are on normal commercial terms
and conditions.

(a) Directors

Key management personnel include persons who were Directors of Specialised Private Capital Ltd at any time
during or since the end of the financial year and up to the date of this report.

Spiro Paule
Anthony Roussos (resigned 25 June 2018)
Michael Wilkins (resigned 25 June 2018)
Matthew Games
Kieran Canavan

(b) Other key management personnel

There were no other persons with responsibility for planning, directing and controlling the activities of the Fund,
directly or indirectly during the financial year.

(c) Transactions with key management personnel

There were no transactions with key management personnel during the reporting period.

Key management personnel did not hold units in the Fund as at 30 June 2018 (30 June 2017: nil).

26



Distressed Assets Fund
Notes to the Financial Statements

For the year ended 30 June 2018
(continued)

13 Related party transactions (continued)

(d) Key management personnel compensation

Key management personnel are paid by Findex Services Pty Ltd (a related party). Payments made from the Fund
to Specialised Private Capital Ltd do not include any amounts directly attributable to the compensation of key
management personnel.

(e) Key management personnel loan

The Fund has not made, guaranteed or secured, directly or indirectly, any loans to key management personnel or
their personally related entities at any time during the reporting period.

(f) Other transactions within the Fund

Apart from those details disclosed in this note, no key management personnel have entered into a material
contract with the Fund during the financial year and there were no material contracts involving key management
personnel's interests existing at year end.

(g) Responsible Entity and Investment Manager's fees and other transactions

Under the terms of the Fund's Constitution, the Responsible Entity is entitled to receive management fees at a
rate of 0.85% plus GST, calculated by reference to the Fund's invested capital. The special resolution on
31 January 2018 amended the Fund's Constitution and varied the management fee structure.

In performing its administrative services, the Responsible Entity incurs expenses on behalf of the Fund for which
it subsequently recovers from the Fund. These expenses include, but are not limited to, custodian fees, registry
fees, legal fees, audit fees, compliance committee fees and insurance expenses.

Transactions with related parties have taken place in the ordinary course of business. The transactions during the
year and amounts payable at year end between the Fund and the Responsible Entity/Investment Manager were
as follows:

30 June
2018

30 June
2017

$ $

Management fees for the year paid/payable by the Fund to the Responsible
Entity/Investment Manager 98,665 124,171

Administration expenses incurred by the Responsible Entity/Investment
Manager which are reimbursed in accordance with the Fund's Constitution 97,305 97,645

a
Aggregate amounts payable to the Responsible Entity/Investment Manager at
the end of the reporting period for management fees 73,620 31,752
Aggregate amounts payable to the Responsible Entity/Investment Manager at
the end of the reporting period for expense recoveries 94,866 41,604
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13 Related party transactions (continued)

(h) Related party unitholdings

The only related party to the Fund as defined by AASB 124 is Specialised Private Capital Ltd which has no
unitholdings in the Fund. A related party to Specialised Private Capital Ltd held units in the Fund as follows:

30 June 2018

Unitholder No. of
Class B

units held
opening

No. of
Class B

units held
closing

Interest
held

Distributions
paid/payable
by the Fund

(Units) (Units) (%) ($)

Centric Wealth Enterprises Limited (*) 86 86 - -

30 June 2017

Unitholder No. of
Class B

units held
opening

No. of
Class B

units held
closing

Interest
held

Distributions
paid/payable
by the Fund

(Units) (Units) (%) ($)

Centric Wealth Enterprises Limited (*) 86 86 - -

* These Class B units entitle Centric Wealth Enterprises Limited to a performance fee, which is equal to 20% of
any of the “Fund return” above an internal rate of return (IRR) of 15% (excess return), and is paid from the Fund’s
assets.

(i) Investments

The Fund did not hold any investments in Specialised Private Capital Ltd or its related parties during the year
(2017: nil).

14 Events occurring after the reporting period

Once the remaining assets of the Fund have been converted into cash and liabilities paid, the Fund will
terminate.

No other significant events have occurred since the end of the year which would impact on the financial position
of the Fund as disclosed in the Statement of Financial Position as at 30 June 2018 or on the results and cash
flows of the Fund for the year ended on that date.

15 Contingent assets and liabilities and commitments

There are no contingent assets or liabilities and commitments as at 30 June 2018 and 30 June 2017.
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30 June 2018

Directors' Declaration

In the opinion of the Directors of the Responsible Entity:

(a) the financial statements and notes set out on pages 8 to 28 are in accordance with the Corporations Act
2001, including:

(i) complying with Australian Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements; and

(ii) giving a true and fair view of the Fund's financial position as at 30 June 2018 and of its
performance for the financial year ended on that date,

(b) there are reasonable grounds to believe that the Fund will be able to pay its debts as and when they
become due and payable, and

(c) Note 2(a) confirms that the financial statements comply with the International Financial Reporting
Standards as issued by the International Accounting Standards Board.

This declaration is made in accordance with a resolution of the Directors of Specialised Private Capital Ltd.

Matthew Games
Director

Sydney
25 September 2018
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Independent Auditor's Report

30 June 2018

Independent Auditor's Report to the Unitholders of Distressed Assets Fund

{The Independent Auditor's Report will be provided by your auditor}
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