
DISTRESSED ASSETS FUND

Investment Update - March 2019



Centric Capital 1

DISTRESSED ASSETS FUND

Investment Update - March 2019

Fund Information

Fund Size $0.962M
Investment 
Horizon Long term Inception Date

14 February 
2008

Unit Price $0.0421 Domicile Australia
Management 
Fee* 0.20%

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

15% pa IRR

Cumulative 
Distributions $0.2906

*Management fees are based on invested capital

Fund Performance

Performance Since Inception

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

Residual Value to Paid-in Capital (RVPI) 4.24%

Total Value to Paid-in-Capital (TVPI) 33.53%

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

Internal Rate of Return (IRR) -17.02%

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)

Total cash flows from/(to) Investor 83.10

* imputation credits of 3.2497 cents per unit were attached with this distribution.
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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 extended to 30 June 2019 from 31 December 2018. 10 years from the 
First Closing Date took place on 15 February 2008. 

In order to allow enough time to facilitate the sale of 3 of the Remaining Assets and to maximise capital return, a special 
resolution has been approved which dictates:

•    Extending fund life of HCF II to 30 June 2019
•   Reduced management fee structure to a cost to exit of $100,000 for the extension period

We intend to terminate DAF on or soon after termination of underlying trust HCF II.

Reduction of Management Fees

The Specialised Private Capital Limited (SPC) Board resolved to reduce the management fees from 0.85% (plus GST) of 
invested capital to 0.20% (plus GST) of invested capital effective 1 January 2019.

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 March 2019 investor update provided by HFM.

1.  Force Corp (Force)

The initial investment in Force was made on 15 August 2008. Force was one of Australia’s largest specialised providers 
of working at height solutions with an extensive fleet of elevated work platforms (EWPs), telescopic materials, handling 
machines and travel towers offered for hire across a national network of comprehensive sales and service centres.

The carrying value of the investment has been set at $1 in relation to the remaining Contingent Assets of Force (franking 
credits), whilst HFML considers alternatives to utilise these credits for the benefit of HCFII investors. Due to the diminishing 
number and value of remaining HCFII investments the opportunity to unlock this value is becoming more limited.

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.

Sale process stalled during the quarter as trading performance declined against forecast adversely impacting the 
investment appetite from interest parties. A number of recapitalization proposals for the restructure and funding of the 
operating business were pursued but when the final party withdrew the QTG directors were left with no choice but to place 
QSS into Voluntary Administration on 30 April 2019.



Centric Capital 3

DISTRESSED ASSETS FUND

Investment Update - March 2019

The board of QTG is currently exploring a recapitalization option to use the listed shell for a reverse takeover, which could 
see a repayment for HCFII loans and a 5-10% interest in the business post reverse takeover supporting the carrying value. 
A three-month time frame has been put on the completion of this process.

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.

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 an MBO completed in January 2018.

The remaining holding companies will be deregistered over the coming quarter. The majority of proceeds has been 
distributed with a small amount of capital retained to ensure taxes and wind up costs can be funded.

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)

The investment in SKILL was completed on 31 October 2011 via a MBO with the existing management team. 

SKILL is a market leader in the provision and management of apprentices and trainees in Australia under the Group Training 
Organisation (GTO) structure, training & hiring out some 800 apprentices. In late 2014, ATQ also became Registered 
Training Organisation (RTO), and subsequently acquired the “TAFE” RTO operations of Careers Australia out of liquidation. 
SKILL has built out its RTO capabilities and expanding into vocational education and training, with 2 campuses in Brisbane 
and facilities in Ipswich, Toowoomba and a campus on the Gold Coast with c.1100 trainees completing over 9000 courses 
in 2018.

The CEO was removed in late FY18 and the CFO and General Managers of Employment and Training have also been 
replaced, providing the opportunity to completely review operations, improve systems and procedures and introduce new 
payroll and invoicing systems, aimed at significantly improving the underlying profitability. Unfortunately, further analysis has 
indicated accounting irregularities which have been referred to the auditors for clarification. Whilst business performance 
has improved in the quarter ending 31 December 2018, SKILL did not achieve monthly break even until October 2018/ 
November 2018 with insufficient cash to tide the business over the Xmas construction stand down period. Additional 
funding of $1.9m by debtor financing has been arranged with support of the existing lender for working capital, back 
pay liability and CAPEX requirements. SKILL apprentice wages were due for renegotiation in 2015 under an Enterprise 
Agreement with the 4 major unions representing apprentices (membership is <5%). The matter was referred to Fair Work 
by the unions, with an action against SKILL, the Master Builders Assoc. & the Housing Industries Assoc. representing 
QLD employers. Fair Work ultimately ruled that apprentice wages should be paid under the new Federal Modern Award, 
replacing the existing Queensland award. SKILL along with the others appealed to the Federal Court, which ruled in 
February 17 that both awards remained, but wages should be paid in line with the higher award. The impact on SKILL was 
an approximate 20% increase in Year 1 & 2 wages and a potential back pay liability of approximately $5-8m for calendar 
years 2015 and 2016 and a further liability of approximately $2m for the Federal Court period of consideration.

SKILL commenced payment to apprentices at the Modern Award in February 2018 and the back pay calendar year 2017 
for the current & recent apprentice cohort from 27 July 2018, with the second payment made in October 2018. That back 
pay liability is now reduced to approximately $1.8m with over 300 apprentices paid out in full.

In June 2018, the Minister for Small Business advised the SKILL Chairman that the government had made provision to fund 
the calendar year 2015 and 2016 back pay amount. 
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However, the significant disruptions in the Federal Government since September 2018 with the change of prime minister 
and continuing internal ructions with 3 changes of ministers in the portfolios overseeing education, training & employment 
and an election due in calendar year 2019, it has been difficult to progress discussions re Government funding for the 
larger back pay contingent liability. If this cannot be achieved, advice from the Fair Work Ombudsman is that they would be 
prepared to mediate the matter with an expectation of a settlement at 30%-50% of the total claim.

Valuation has been reduced reflecting lower cash generation and the impact of back pay and is based on a range of 
potential exit values for the businesses in their current state less priority creditor claims.

5.  Aviator Holding Pty Limited (Aviator) – Curry Kenny Aviation Group

The investment in Aviator was completed on 22 December 2011, with a further working capital provided on 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 an interim cash distribution of $8.0m was 
declared and paid on 10 February 2017. Escrow holdbacks have now been released with $2.163m received by HCFII on 12 
July 2018. There are no remaining obligations under the sale agreements. 

Valuation of Investments

DAF has an estimated Gross Asset Value (GAV) of $2.05m and a Net Asset Value (NAV) of $1.855m or $0.0811 per unit as 
at 31 December 2018.

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: May 2019


