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Total

PERFORMANCE RESULTS Annualised Return
3 years 5years since Fund since Fund

1 month 1 year (p.a.) (p.a.) inception inception

SCAF 1.0% 11.2% -1.4% 7.7% 10.2% 344.2%
S&P/ASX 200 Accumulation -3.2% 11.4% 7.4% 8.1% 8.5% 248.6%
Small Ordinaries Accumulation -3.1% 8.4% -1.6% 4.0% 4.7% 103.0%
Cash 0.4% 4.4% 3.0% 1.9% 2.5% 46.4%

Note: Inception date is Sep 2009. Entry/Exit prices are for the Lead Series Units. SCAF returns are net of all fees and expenses and are calculated for Lead Series units.
Index and cash returns sourced from Bloomberg. Investors should refer to their personalised statements for the performance of their investment.

FUND COMMENTARY

The Fund return for December 2024 was 1.0%, bringing total returns (net of all fees and expenses) since inception to
the equivalent of 10.2% per annum. Cash levels ended the month at approximately 9%.

The largest positive contributors were COG Financial Services (COG) (+0.8%) and an undisclosed position (+0.8%).
These were partially offset by Coventry Group Ltd (CYG) (-1.0%). Despite a very weak market in December, the
majority of the remainder of the portfolio saw positive attribution.

CYG advised that its Enterprise Resource Planning (ERP) upgrade had been successfully completed with all business
units now operating on the system. Pleasingly, the ERP upgrade has been completed broadly to plan, schedule and
budget. We note this is a rare occurrence with such projects and compliment CYG board and management on this
achievement. This project was a significant exercise for a company of CYG’s size, taking well over two years to
implement and costing almost $20 million. We expect many benefits to flow from the upgrade, from improved
customer service, to better management of working capital, to enhanced cash flow generation. With this project now
in the rear-view mirror, we expect CYG to generate significant cash flows into the future. We expect these cash flows
to facilitate strong organic growth, to be used to pay down debt, and to reward shareholders through increased
dividends and/or buybacks.

Global Data Centre Group (GDC) announced that the sale of AirTrunk had been completed. This is the final asset
disposal of GDC, with forecast proceeds of $124 million. We expect a final return of capital in the latter part of the
March quarter, following a detailed assessment of any retention requirements and wind -up costs by the responsible
entity and investment manager.

Midway Ltd (MWY) provided a mixed trading update, with one customer, Shandong Chenming Paper Holdings
Limited (Chenming), defaulting on two shipments, which were subsequently sold to other customers. Chenming is
also likely to default on the remaining two shipments under contract and we would expect these shipments to also be
placed with other customers, albeit with some negative margin impact. The net impact is that MWY expects to report
FY25 EBITDA at the bottom end of its targeted range of $10-15m. Offsetting this was an after-tax insurance payment
of $5.2 million via Tiwi Plantation Corporation as a result of fires that occurred in the plantation in 2023.
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Soon after the trading update, the Federal Court of Australia approved the convening of the scheme meeting to vote
on the scheme of arrangement proposed by an entity controlled by River Capital, as well as the distribution of the
scheme booklet. We are currently closely reviewing this 441-page document.

Karoon Energy Ltd (KAR) provided another disappointing production update with Bauna production negatively
impacted by broken mooring chains and Who Dat production impacted by Hurricane Rafael. Total production for
CY24 is now expected to be 10.1-10.3Mboe, well below the original guidance provided of 12.0-14.5Mboe. Due to the
high fixed cost nature of KAR’s operations, unit costs have also increased significantly from original guidance of
USS$9.00-14.00/boe to USS13.00-15.00/boe. This is a disappointing outcome given the high cost of acquisition for the
Who Dat assets in late 2023. Unforced capital allocation errors have combined with operational challenges to damage
investor perceptions and confidence in KAR over the last 12 months. We believe that recent capital management
initiatives, combined with a focus on consistent production and a moratorium on acquisitions could, if adopted by
KAR, help restore investor faith and drive a re-rating of KAR shares. We believe investors’ patience with KAR is
wearing thin.
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PORTFOLIO EXPOSURES TOP 5 POSITIONS
Net Exposure 91% Fleetwood 13%
COG Financial Services 11%
Net Cash 9%
Coventry Group 10%
Long Positions 23
Midway 8%

Short Positions 1 Global Data Centre Group 7%
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FUND DESCRIPTION

The objective of the Fund is to
deliver returns to investors through
a combination of capital growth and
distributions. The Fund aims to
achieve this objective by seeking to
invest in opportunities that are
considered by Sandon Capital to be
trading below their intrinsic value
and that offer the potential of being
positively influenced by investors
taking an active role in proposing
changes in the areas of corporate
governance, capital management,
strategic and operational issues,
management arrangements and
other related activities. Neither
returns nor capital are guaranteed.

FUND DETAILS

Structure

Wholesale unit trust

Trustee & Custodian

One Fund Services Ltd

Prime Broker

Barrenjoey Markets Pty Limited

Fund Auditor

Crowe Australasia

Investment Manager

Sandon Capital Pty Ltd

Inception

4 Sep 2009

Minimum Investment

$250,000 (or as agreed with trustee)

Trustee/Admin Fees

0.21%

Management Fees

1.33%

Performance Fees

15.375% of returns above cash

High water Mark Yes
Buy/Sell Spread 1+0.30%
Applications/Withdrawals Monthly /Quarterly

Copyright © 2024 Sandon Capital Pty Ltd All Rights Reserved

This document has been prepared by Sandon Capital Pty Ltd (ACN 130 853 691) (AFS License 331663) (Sandon Capital). This document contains general information only. It is not intended to take
the place of professional, legal, tax or financial advice. Sandon Capital has prepared this document in good faith in relation to the facts known to it at the time of preparation. In preparing this
document, Sandon Capital did not consider the investment objectives, financial situation or particular needs of any recipient, and the recipient should not rely on the opinions, recommendations and
other information contained in this document alone. Sandon Capital does not express any views about the accuracy or completeness of the information in this document and is not required to
update the information in this document. Past performance is not a reliable indicator of future performance.

One Fund Services Ltd (ACN 615 523 003) (AFSL 493421) is the trustee of the Sandon Capital Activist Fund. The information contained in this document was not prepared by OFSL but was prepared
by other parties. While OFSL has no reason to believe that the information is inaccurate, the truth or accuracy of the information in this document cannot be warranted or guaranteed. Anyone reading
this report must obtain and rely upon their own independent advice and inquiries. Investors should consider the Information Memorandum (IM) relevant to the Fund before making any decision to
acquire, continue to hold or dispose of units in the Fund. You should also consult a licensed financial adviser before making an investment decision in relation to the Fund. A copy of the IM and
related application form may be obtained from the Sandon Capital Website or info@oneregistryservices.com.au.

Lonsec Research Ratings and Logos: The rating issued 10/2023 is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445 (Lonsec). Ratings are general advice only, and have
been prepared without taking account of your objectives, financial situation or needs. Consider your personal circumstances, read the product disclosure statement and seek independent financial
advice before investing. The rating is not a recommendation to purchase, sell or hold any product. Past performance information is not indicative of future performance. Ratings are subject to
change without notice and Lonsec assumes no obligation to update. Lonsec uses objective criteria and receives a fee from the Fund Manager. Visit lonsec.com.au for ratings information and to
access the full report. © 2022 Lonsec. All rights reserved.

+612 8014 1188
info@sandoncapital.com.au
sandoncapital.com.au

SANDON CAPITAL



https://sandoncapital.com.au/sandon-capital-activist-fund/
mailto:info@sandoncapital.com.au

