Reporting Guidelines
June 17 th 2004

These guidelines were adopted by the council
of the Australian Venture Capital Association Limited on 17th June 2004.
All members must use these guidelines, effective 1st January 2005

Council acknowledges the work of the Reporting
Guideline's sub-committee led by Barry Zuckerman from CHAMP.

Preface
These Guidelines are intended to represent best practice on the content, timing and
frequency of reports to investors in private equity Funds structured as unit trust fixed-life
Funds and limited partnerships. It is hoped that these Guidelines will also serve as a
useful reference for private equity Funds structured differently.
The term private equity is used in these Guidelines in a broad sense to include
investments in early stage ventures, expansion capital, management buy-outs,
management buy-ins and similar transactions and growth or development capital.
Where there is conflict between a recommendation contained in these Guidelines and the
requirements of any applicable laws or regulations, applicable accounting standards or the
Constituent Documents, the latter requirements should take precedence.
The Guidelines do not seek to address the accounts of private equity Funds, since these
will depend on the structure of the Fund and will be governed by legal or regulatory
provisions and by applicable accounting standards.
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Introduction
The objective of these Guidelines is to outline the minimum requirements for the content,
timing and frequency of reports to investors in private equity Funds. The aim in producing
these Guidelines is to promote best practice and to improve the quality and consistency of
reporting to investors.
It is recognised that some private equity firms will wish to disclose additional information
to that specified below, and there is no intention that these Guidelines should restrict this.
These Guidelines represent minimum reporting and disclosure recommendations for a
wholesale Fund with an investor base comprised predominantly of institutions. In the case
where Funds have wider “retail” investor profiles, allowance for commercially sensitive
information may be required. In particular, it may be appropriate to provide information on
a whole of Fund basis, rather than specific information about individual Investors and
Investees.

Investor Reporting
Reports to investors may include the following:
•

Investment reports;

•

Financial reports;

•

Unit pricing notifications;

•

Call notices; and

•

Distribution Notices.

The Investment Report is normally attached to the financial results for the period. The
Investment Report should contain both:
•

Fund Information (incorporating Fund performance indicators); and

•

Portfolio Company reporting.

The information requirements for each section are set out below.
Non-compliance or non-disclosure
It is recognised that certain disclosures may not be appropriate in the early stages of a
fund’s life. In any event, where a report does not comply with the AVCAL Reporting
Guidelines, this must be stated with reasons for each incidence of non-compliance.
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Timing of reports
Investment Reports:
Reports should be produced at least annually within 3 months of the Annual Financial
Reporting Date, or in accordance with the Constituent Documents. For all other Reporting
Dates, reporting should be within 2 months of such date.
Financial Reports:
Reports should be produced within 3 months of the Annual Financial Reporting Date, or in
accordance with the Constituent Documents.
Unit pricing notifications (where applicable):
Prices should be advised to investors within 5 business days after month end, or in
accordance with the Constituent Documents.
Call and Distribution notices (where applicable):
Notices should be distributed to investors at least 10 business days prior to the call being
required or the distribution being paid, however, such requirements are normally governed
by the Constituent Documents.

Fund Information
Disclosure of the Fund information must contain the following:

Fund Summary
1. A Fund Summary is required to include:
1.1.

Full Fund name;

1.2.

First Closing Date, Vintage Year and total Commitments;

1.3.

Vesting Day of the Fund;

1.4.

Fund’s domicile, legal form and structure, investment focus (and strategy) both
by stage and geography;

1.5.

the financial year-end of the Fund;

1.6.

the management company or general partner of the Fund;

1.7.

significant changes to the management company or general partner;

1.8.

changes to senior investment personnel; and

1.9.

significant changes to the environment in which the Fund operates.

Investor Summary
2. An aggregated Investor Summary (including prior period comparative figures) of:
2.1.

total Commitments;
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2.2.

total Paid-In (Called) Capital;

2.3.

total Committed or reserved for follow-on investments;

2.4.

total invested;

2.5.

total Uncalled Capital;

2.6.

total Distributions to the Investor;

2.7.

total Adjusted Net Asset Value;

2.8.

the Net Cash-On-Cash IRR to date; and

2.9.

The Net IRR to Investors at the Reporting Date.

2.10.

In addition the following multiples must be disclosed:

2.11.

2.10.1.

Paid-In Capital to Committed Capital (PIC);

2.10.2.

Distribution Multiple (DPI);

2.10.3.

Residual Value Multiple (RVPI); and

2.10.4.

Total Value Multiple (TVPI).

A note of any leverage to the Fund, including debt and guarantees, charges, or
contingent liabilities.

Investment Portfolio Summary
The investment portfolio summary is required to be divided into unrealised portfolio,
realised portfolio and total portfolio sections as outlined below:

Investment Portfolio Summary - Unrealised
3. For each unrealised Investee, include the following:
3.1.

company name grouped between Listed and Unlisted investments;

3.2.

date of the initial investment;

3.3.

industry sector that the business operates within;

3.4.

stage of the investment;

3.5.

total investment cost at the Reporting Date;

3.6.

total investment proceeds shown separately as realised proceeds to date and
the unrealised Fair Value of the investment at the Reporting Date;

3.7.

multiple of total investment proceeds to the Cost of the investment (Multiple to
Cost);

3.8.

holding period of the investment; and

3.9.

Gross IRR on unrealised investments for each investment.

Investment Portfolio Summary - Realised
4. A Realisation Summary is required to include the following:
4.1.

company name;

4.2.

date of the initial investment;

4.3.

date of the final realisation;

6

4.4.

industry sector that the business operates within;

4.5.

stage of the investment;

4.6.

total investment cost;

4.7.

realised proceeds from the disposal;

4.8.

multiple of total investment proceeds to the Cost of the investment (Multiple to
Cost);

4.9.

holding period of the investment; and

4.10.

Gross IRR on realised investments for each investment; and

4.11.

Exit route.

Investment Portfolio Summary – Total
5. An Investment Portfolio Summary is required to include the following:
5.1.

the Investment Portfolio Summary - Unrealised (Section 3) should be aggregated
with the Investment Portfolio Summary - Realised (Section 4) to arrive at a
grand total for the performance indicators; and

5.2.

the average holding period of the investments should be disclosed.

Investment Portfolio Summary – Movement in Fair Value
6. A schedule of the movement in Fair Value between each reporting period is required to
include the following by Investee:
6.1.

prior period Fair Value;

6.2.

increases in investment costs/loans to Investees;

6.3.

proceeds/realisations/loan repayments from Investees;

6.4.

any revaluation increment/decrement for the period;

6.5.

current Fair Value; and

6.6.

valuation basis.

Fees and related party disclosures
7. The investment report is required to include the following for the reporting period:
7.1.

management fees;

7.2.

carried interest paid or payable on realised investments;

7.3.

carried interest entitlement based on the unrealised Fair Value of the portfolio
at the Reporting Date;

7.4.

all related party transactions, including but not limited to:

7.5.

7.4.1.

underwriting fees;

7.4.2.

directorship and/or Investee monitoring fees;

7.4.3.

deal fees; and

7.4.4.

broken deal fees.

confirmation that the Fund and the Manager has current insurances.
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Portfolio Company Reporting
The following information is required to be disclosed for unrealised Investments:

Company Information
1. General information on the portfolio company and the investment:
1.1.

legal and trading names (including any changes) of portfolio company;

1.2.

a brief description of the business; and

1.3.

location of head office or management.

Investment Information
2. Specific information concerning the investment:–
2.1.

the development stage at initial investment (including any subsequent change
in stage);

2.2.

statement of the Fund’s role in the investment (lead, co-lead etc);

2.3.

statement of any co-investment in transactions, where not restricted by
confidentiality arrangements;

2.4.

the nature of the Fund’s investment in the business (type of securities held,
percentage ownership and cost of investment) and rights attached to it,
including any restrictions on the liquidity of the investment (for example,
escrow on listed shares);

2.5.

investment executive representation and board representation (if any) by the
Fund;

2.6.

Enterprise Value of the business at the time of the investment;

2.7.

significant events;

In addition as at the Reporting Date, for unrealised Investments:
2.8.

total outstanding investment cost;

2.9.

Fair Value of the investment, in accordance with the AVCAL Valuation
Guidelines;
2.10.

outstanding commitments and contingent liabilities;

2.11.

current beneficial interest held on a fully diluted basis;

2.12.

Gross IRR on unrealised investments; and

2.13.

a trading record for the investment company should be provided. This
may include revenues, EBITDA, budget vs. actual vs. last year, etc.

Additional information should be provided where a partial realisation has occurred.
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Unit Pricing
Unit Price Notification
Most wholesale Investors require monthly Fund unit prices. The Unit Price Notification
should include the following disclosures as at the Reporting Date:
1. the Adjusted Net Asset Value attributable to the Investors of the Fund;
2. the Adjusted Net Asset Value per unit attributable to the Investors of the Fund;
3. the number of units/commitment held by each Investor (unless prohibited by the
Constituent Documents or issues of sensitivity);
4. the ‘value’ of each Investor’s units as at the Reporting Date (unless prohibited by
the Constituent Documents or issues of sensitivity);
5. an explanation of any material movement in the Unit Price from one month to the
next; and
6. a listing of any Call and Distribution payments made during the period.

Calculation
Unit Prices should be calculated as follows:
a.

calculate the Net Assets of the Fund applying generally accepted accounting
principles, the Constituent Documents and the AVCAL Valuation Guidelines
as appropriate;

b.

deduct any Carried Interest that may be payable to the Manager as at the
Reporting Date, assuming the entire portfolio is realised at this date;

c.

add back any distribution accrued and unpaid to investors at the Reporting
Date.

d.

this equates to the Adjusted Net Asset Value attributable to the Investors of
the Fund; and

e.

the Adjusted Net Asset Value should be divided by the number of units on
issue to arrive at a cents per unit amount.

Call & Distribution Notices
From time to time the Manager will be required to draw down further capital and make
distributions to Investors. Investors should be notified in accordance with the Constituent
Documents.
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Notices
The Call and Distribution Notices should include the following disclosures:
1. the number of units/commitment held by each Investor;
2. the due date of the Call notice or the payment date of a Distribution notice;
3. the amount per unit of the Call or Distribution;
4. the cumulative Called/Distributed
Call/Distribution); and

amount

per

unit

(inclusive

of

this

5. the reason for the Call/Distribution (if applicable).

Measuring Performance
Introduction
Private equity investments generally consist of an initial commitment of capital which is
then “called” or drawn down as the investment manager finds investment opportunities.
Capital is returned to the Investor via distributions as each investment is sold or
“realised”.
The decision to raise money, take money in the form of capital calls and distribute
proceeds is usually at the discretion of the Manager. Timing is part of the investment
decision and accordingly the most common measure of performance within the private
equity sector is the internal rate of return (“IRR”). Not only does this measure take the time
value of money into account, as well as the ability to measure the returns on groups of
investments, but it also expresses the return as a simple percentage.
AVCAL has selected the IRR as being the most appropriate performance benchmark for the
private equity industry. The IRR is not the only metric that may be used to gauge
performance. Other measurements of performance provide additional information as to
how much of the return has actually been realised and how much is still unrealised, such
as:
a.
b.

the Investment Multiple (total value to Paid In Capital - TVPI)
the Realisation Multiple (Distributions to Paid In Capital – DPI))

The Internal Rate of Return
Definition
The IRR is defined as the discount rate which, when applied to a series of periodic net cash
flows, results in a value equal to zero at the time of the first cash flow in the series.
The general method for calculating IRR, stated as an annualised effective measure, is
described by the two steps below:
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T

Xn

∑ (1 + r )
n =1

n

=0

IRR = (1+r)k - 1
Where:
Xn = the net cash flow in period n
n = the number of time periods, from the first cash flow (n = 1) to cash flow X
r = the rate (percent per time period) applicable to solve the equation equal to zero
T = the time period of the last cash flow in the series
k = the number of time periods in a year (eg 365 for days, 12 for months, 4 for quarters)
IRR = the rate (annualised effective percent) calculated from r
Note: The Microsoft Excel XIRR function will calculate the annualised effective IRR directly
from a list of non periodic cash flows on a daily basis.

AVCAL Guideline Requirements
For the purposes of these Guidelines AVCAL has determined that the IRR is to be
calculated on daily cash flows (k = 365 in the above formula), applying the following basic
principles (see below) in assessing the net cash flows to be assigned to a particular period.
Where the cash flows cannot be measured on a daily basis (eg an older Fund that has
recorded cash flows on a monthly basis), then the IRR may be calculated on a monthly
basis (k = 12 in the above formula) subject to the following conditions:
1.
2.

the manager is to disclose the reason for non-compliance; and
the calculation is to assume that the net cash flows take place on the 15th day
of the month (to maintain comparability across Funds).

Where there is no solution to the IRR calculation (eg early stage of Fund or investment),
the Manager is required to disclose that there is no solution at Reporting Date.
The following IRR calculations are required in accordance with the above disclosure
guidelines:
a)

b)

Investor IRRs
o

Net cash-on-cash IRR to Investors (section 2.8);

o

Net IRR to Investors (section 2.9); and

Portfolio IRRs
o

Gross Portfolio IRR (section 5.1) which comprises:


the Gross IRR on realised investments (section 3.9) and



the Gross IRR on unrealised investments (section 4.9.1).
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In addition to the above, investors and Fund managers may disclose other types of IRR
calculations to suit their particular needs.
a)

Investor IRRs
Measures the actual return earned by the Investors in the Fund. The Net cash-oncash IRR to Investors consists of:
•

cash calls from investors; and

•

cash distributions to investors;

The Net IRR to Investors consists of the Net cash-on-cash IRR to Investors plus:
•

a final “net cash flow” at the Reporting Date being the adjusted Net Asset
Value attributable to the Investors of the Fund (as calculated in the Unit
Pricing section above); and

•

franking credits, foreign tax credits and other non-cash tax benefits, similar
in nature, attached to distributions to Investors.

When the portfolio is fully realised and fully distributed, the Net IRR to Investors
will equal the Net cash-on-cash IRR to Investors plus the effect of the franking and
other tax credits attached to the distributions to the investors.
b)

Portfolio IRRs
The Portfolio IRRs should be calculated on an investment by investment basis and
grouped between realised and unrealised investments. These groupings should be
sub-totalled and aggregated to form a Gross Portfolio IRR.
The Gross Portfolio IRR measures the return on investments before any
administrative costs (eg management fees, management carry, charges paid directly
to the manager by an Investee, legal and accounting fees borne by the Fund etc).
The relevant cash flows comprise:
•

cash outflows, being the cost of the investment, including expenses
specifically referable to the investment;

•

cash inflows from the divestment (realisation values); and

•

cash inflows from dividends (including franking credits), interest payments,
repayments of the principal of loans, director’s fees attributable to the
investment (payable to the Fund), etc.

In addition, for unrealised Investments, the final cash inflow from a realisation
includes a hypothetical cash flow being the Fair Value of that investment at the
Reporting Date.
To enable the returns of different Funds to be compared on a consistent basis
across the industry, it is required that the relevant parameters be treated in an
identical manner. It is for this reason that the IRR principles have been developed,
as set out below.
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Principles
Recording cash flows
Calculation of IRRs should only be performed on actual cash flows. Forward commitments
and obligations should not be included in IRR calculations, but appropriate disclosure
should be given elsewhere.

Timing of Cash Flows
The date attributed to each cash flow should be taken to be the actual day that the cash
flow took place. Where the manager is unable to use daily cash flows, (eg an historical
Fund using monthly cash flows), the IRR must be based on monthly cash flows, using the
15th day of each month as the day of the month in which the cash flow occurred.

Non-Domestic Currency
Non-domestic currency transactions should be treated in accordance with the AVCAL
Valuation Guidelines.

Realisations
Shares in companies which are floated and distributed in specie should be considered
realised upon the earliest date at which such shares may be converted into cash to the
benefit of the Investor. It is implicitly recognised, therefore, that shares cannot be regarded
as realised whilst any dealing restrictions are in place.
Write-offs should be accorded a nominal value of one currency unit (for example, $1)
rather than zero.
When calculating the Gross IRR on Realised Investments, an investment that is written off
should be considered as having been realised as soon as the earliest of any of the following
or like events takes place:
•

bankruptcy proceedings are instigated against a Portfolio Company; or

•

a Portfolio Company ceases to trade; or

•

a Portfolio Company enters into arrangements with creditors which result in
the investment being written down to zero; or

•

insolvency proceedings have begun.

Investments that have been completely sold subject to a proportion of deferred
consideration/earn out should be defined as Realised Investments. The deferred proceeds
should be discounted to present value and included in the Realised level calculation.
Appropriate disclosure should be given.

Partial Realisations:
All partial realisation cash inflows must be recorded as realised proceeds on an unrealised
investment. Consequently partial realisations would be recorded in the Investment
Portfolio Summary for Unrealised Investments (refer Appendix B).
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Scrip-for-scrip/share exchanges
Where all of part of an Investment is exchanged for shares in another company, the new
shareholding should be treated no differently than if it was part of the shareholding in the
original investment. However, where that part of a partial realisation represents scrip in a
new entity, that entity, and the associated cost base, should be recorded as a separate
investment.

Young Investments
Care should be taken in measuring financial returns for recent investments and young
Funds. Nevertheless, to facilitate the computation of IRRs relating to these investments at
an appropriate time in the future, the prerequisite data (cash flows and their timing),
should be collected from Fund inception.

Commitments made by a Private Equity/Venture Capital Company to a Portfolio Company
The cash outflows should be taken to be the capital actually invested in a Portfolio
Company at a given point in time. A private equity/venture capital Company may commit
itself to making a series of investments in a Portfolio Company over an extended period of
time. In such circumstances, the timing and amounts of the individual cash flows should
only be taken into account when paid.

Commitments made by an Investor to a Private Equity/Venture Capital Company
The cash outflows should be taken to be the capital actually invested in a private
equity/venture capital company by an Investor at a given point in time. An Investor may
commit itself to making a series of investments (known as draw-downs) in a Fund over an
extended period of time. In such circumstances, the timing and amounts of the individual
cash flows only should be taken into account.

Net IRR to Investors: Carried Interest and the Unrealised Portfolio.
When calculating the Net IRR to Investors, as regards the valuation of the unrealised
portfolio, appropriate provision should be made for the deduction of carried interest after
taking account of any Hurdle Rates.

Other Performance Measurements
The Distribution Multiple (DPI) is a measure of how much of the return has actually been
returned to investors. In the early life of the Fund, the DPI will be zero until distributions
are made. As the Fund matures, the DPI will increase. Once the DPI is greater than one,
the Fund has broken even, and a DPI greater than one means that the Fund has generated
capital gains.
The Residual Value Multiple (RVPI) is a measure of the value not yet returned to investors.
The Total Value Multiple (TVPI) provides investors with the value of the portfolio relative to
the cost base. This multiple is the aggregate of the DPI and the RVPI.
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Appendix A: Glossary of terms
The following terms and definitions shall apply in these Guidelines:

Adjusted Net Asset Value

The Net Asset Value after adding back any
accrued and unpaid distribution to Investors,
and deducting any carry owing on the Residual
Value of the portfolio.

Annual Financial Reporting date

The Annual Financial Reporting Date is the
financial year end date of the Fund.

Call/Call Notice

Draw down by the manager of the Fund of
additional capital from investors, both amount
and timing of notice in accordance with the
Constituent Documents.

Called Capital

An amount that is called by way of a Call Notice
by the Manager for the fund, requiring Investors
to subscribe capital in accordance with the
Constituent Documents.

Carry/Carried Interest

The Manager’s entitlement to share in the
realised profit of the fund as set out in the
Constituent Documents, sometimes referred to
as performance fees.

Commitment/Capital
Commitment

The total amount which an Investor agrees to
invest in a fund.

Constituent Documents

The entire set of legal documents, signed by the
Investors
and
Manager,
covering
the
establishment, management, and winding up of
the Fund.

Distribution/Distribution Advice

Advice by the Manager of the Fund of a return of
Funds to Investors, both amount and timing of
advice in accordance with the Constituent
Documents.

Distribution Multiple

Represents the cumulative distributions to
investors (inclusive of franking credits, etc.)
divided by the Paid In Capital.

Draw downs

Refer to Called Capital.
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Enterprise Value

Fair Value

Final Close
Financial report

The total value of the investment calculated by
the aggregate of equity and debt
The amount for which an asset could be
exchanged
or
liability
settled
between
knowledgeable, willing parties in an arm’s length
transaction.
Date on which the Fund is closed to any further
capital Commitments from Investors.
The year end statement of financial information
for the Fund.

First Close

Date on which the Constituent Documents are
signed by the first Investor and Manager.

Fund (or Private Equity Fund)

Generic term used in these Guidelines to refer to
any designated pool of investment capital
targeted at private equity investment, including
those held by corporate entities, limited
partnerships and other investment vehicles.

Gross IRR on realised
investments

An IRR calculated at a specific date which uses
actual net cash inflows by the Fund for
investments and actual cash flows returned to
the Fund from the investments (eg dividends,
director’s fees, realised divestments). Expenses
such as management fees are not included.

Gross IRR on unrealised
investments

An IRR calculated at a specific date which uses
actual net cash inflows by the Fund for
investments and actual cash flows returned to
the Fund from the investments (eg dividends,
director’s fees, realised divestments). The final
cash inflow from a realisation includes a
hypothetical cash flow being the Fair Value of
that investment at the Reporting Date. Expenses
such as management fees are not included.

Gross Portfolio IRR

The aggregate of the Gross IRR on realised
investments and the Gross IRR on unrealised
investments

Hurdle Rate (or Hurdle IRR)

An external benchmark rate of return against
which relevant IRRs can be compared. May be
set by the Fund Manager or the Constituent
Documents, or with reference to industry
standards.

Investee

The portfolio investment for which investor
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capital is utilised.

Investment Multiple

The multiple on which basis the investment was
made, eg 3.5x EBIT, which will be used as a
benchmark for valuation increases calculated on
the same basis over the life of the investment.

Investment Report

The periodical report to unit holders prepared in
accordance
with
the
AVCAL
Reporting
Guidelines.

Investor

The provider of equity capital to the Fund.

IRR

That discount rate which, when applied to a time
series of cash flows (both inflows and outflows),
produces a present value of zero.

Manager

The Manager of the fund with the responsibilities
and obligations set out in the Constituent
Documents. Some Funds may have a
Responsible Entity or, if a partnership, a General
Partner.

Net Asset Value

Total Assets less Total Liabilities of the Fund at a
specific date, calculated in accordance with
applicable Accounting Standards and AVCAL
Valuation Guidelines.

Net cash-on-cash IRR to Investors

The IRR calculated on the actual net cash
inflows and outflows from/to the Investors over
the life of the fund.

Net invested to date

Total capital invested in portfolio investments at
a specific date. May refer to an individual
investment or the fund as a whole (but excludes
assets and liabilities other than those specifically
allocated to Investee companies).

Net IRR to Investors

The IRR which considers the actual net cash
inflows and outflows from/to the investors up to
and including a specific date, including the
Adjusted Net Asset Value of the Fund, franking
credits and other tax credits attached to the
distributions.

Paid In Capital

Refer Called Capital.

Portfolio Company

Refer Investee.

Realisation Multiple

The realised or realisable value of an investment
divided by the cost of the investment.
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Reporting date

The Reporting Date is to be at least annually, or
as determined by the Constituent Documents.

Residual Value

That portion of value of an Investee that remains
unrealised.

Residual Value Multiple

Represents the Adjusted Net Asset Value of the
Fund divided by the Paid In Capital.

Total Value Multiple

Represents the sum of the Distribution Multiple
and the Residual Value Multiple.

Uncalled Capital

Capital Commitment less Called Capital.

Unit Price

The Adjusted Net Asset Value of the Fund
divided by the number of units on issue.

Value & Valuation

The value of an individual investment, or the
Fund portfolio, calculated in accordance with
applicable Accounting Standards and AVCAL
Valuation Guidelines, as at a specified date.

Vesting Day

The date the fund terminates as specified in the
Constituent Documents.

Vintage Year

Year in which the first cash flow is provided to
the fund by the Investors.

XIRR

A definition of IRR that explicitly allows for the
time series of cash flows to be non-periodic (i.e.
the intervals of time between cash flows may
vary).
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Appendix B: A Sample Report
The following template is for illustrative purposes only and does not aim to represent a real
Fund nor are the numbers involved necessarily realistic. Where privacy issues prevent
disclosures relating to individual Investors, the information should be disclosed on a fund
basis.
Contents

Page

Fund Summary

20

Executive Summary

21

Investor Summary:
Committed Capital

23

Schedule of Investor cash flows

23

Investment Summary
Current Portfolio Summary

24

Realisations/Portfolio Summary

24

Current Portfolio

26

Portfolio Companies

27

Fees

29

Fund Summary
First closing

29 November 1996

Final closing

27 March 1997

Vintage year

2000

Vesting Day

29 November 2006

Total commitments

A$80 million

Fund's domicile

Sydney, Australia

Legal form

Unit Trust

Structure

Unit Trust
Management Company: “The Venture Capital Company Ltd”

Investment focus by

Balanced Fund:

Stage

– Early stage
– Development capital
– Buy–out investments

Investment focus by

Australasia

Geography
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Executive Summary
Fund Update and Overview
The XYZ Fund (“the Fund”) had its first closing on 29 November, 1996 and its final closing
on 27 March 1997 raising a total of A$80 million. The first draw down occurred on 29
November, 1996 thereby classifying the Fund as a vintage year 1996 Fund. The Fund is a
balanced Fund and invests in early stage, development capital and buy-out investments.
The Fund is a series of Australian unit trusts with a geographic investment focus
predominantly in Australasia.
As of 30 June, 2004, the Fund had drawn down $72 million or 90% of committed capital
and had committed a further $1.5 million or 2% for follow-on financing in those companies
where the Fund had invested in an early round of finance. The Fund has returned $90.2
million in distributions to unit holders (113% of committed capital or 125% of contributed
capital) and has an Adjusted Net Asset Value of $43 million. The Net IRR to Investors
through 30 June 2004 is 26%.
The management team has been enhanced with the addition of one new associate director:
Mr. Smith who has joined the Sydney team. The management team now totals 12
investment professionals located in two offices.

Portfolio Summary
The Fund has now invested in 10 companies for a total cost of $65.3 million, including 2
new investments in 2003 for a total cost of $12.7 million. The new investments include
Company K and Company M.
One full realisation and one partial realisation were achieved in the year. The first was
Company X, which was sold to a trade buyer for total proceeds of $18 million representing
a Gross IRR of 19% and a 2.3 times multiple to cost. The second was the flotation of Y
Company on the Australian Stock Exchange. The Fund sold 20% of its holding realising
$32 million. The remaining shares of Y Company valued the Fund’s holding at year end at
$2.8 million yielding a Gross IRR of 22% and a 2.5 times multiple to cost.
The remaining portfolio has an average holding period of less than 2 years and is therefore
relatively immature.
Economic and Private Equity Overview

Australia
[commentary to be inserted]
We would like to thank you for your continued support of the XYZ Fund.

The Venture Capital Company Ltd
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Investor Summary
Investor

31 March 2004

31 March 2004

31 March 2004

Units / $

% Committed

Called Capital

Investor A
Investor B
Investor C
Investor D
Investor E
Investor F
Investor G
Investor H
Investor I
Investor H

5,000,000
5,000,000
8,000,000
10,000,000
10,000,000
3,000,000
8,000,000
5,000,000
8,000,000
18,000,000

Capital
6.3%
6.3%
10.0%
12.5%
12.5%
3.8%
10.0%
6.3%
10.0%
22.5%

Committed Capital

80,000,000

100.0%

$0.90
4,500,000
4,500,000
7,200,000
9,000,000
9,000,000
2,700,000
7,200,000
4,500,000
7,200,000
16,200,000
72,000,000

31 March 2004

30 June 2003

As a % of Com.
$
Uncalled Capital

Cap.

8,000,000

10%

As a % of Com.
$

Cap.

8,200,000

10%

Amounts reserved for:
Follow-on investments

-

0%

-

0%

Contingent liabilities

-

0%

-

0%

Commitments to the J. Co.

1,443,750

2%

1,787,500

2%

(including debt and guarantees)
Available for drawdown (for further Investments)

6,556,250

Estimated drawdowns in next period

-

8%

6,412,500

0%

31 March 2004

Committed Capital
Cumulative Paid-In (Called) capital

Cap.

80,000,000

0%

30 June 2003

As a % of Com.
$

8%

-

As a % of Com.
$

Cap.

80,000,000

72,000,000

90%

71,800,000

90%

Less Cumulative distributions

(91,855,396)

(115%)

(91,855,396)

(115%)

Net cash from/(to) investor

(19,855,396)

(20,055,396)

35,769,077

46,123,739

0.436208

0.562485

Adjusted Net Assets
Unit Price
Ratios
Paid-in capital to committed capital (PIC)

0.90

0.90

Cumulative distributions to paid-in capital (DPI)

1.28

1.28

Adjusted Net Assets to paid-in capital (RVPI)

0.50

0.64

Total value to paid-in capital (TVPI)

1.77

1.92

Calls / distributions

Call
Call
Call
Distribution
Call
Call
Call
Call
Distribution
Distribution
Distribution
Call
Call
Call
Distribution
Total cash flows from/(to) Investor
Net cash-on-cash IRR to Investors
Residual value at Reporting Date
Franking credits
Franking credits
Franking credits
Franking credits
Franking credits
Franking credits
Franking credits
Franking credits
Forecast return to Investors
Net IRR to Investors

Date

29/11/1996
27/03/1998
3/09/1998
21/10/1998
30/11/1998
27/01/1999
4/05/1999
15/10/1999
1/03/2000
28/07/2000
1/08/2001
6/05/2002
3/06/2002
13/09/2002
25/02/2004

29/02/2004
30/06/1996
30/06/1997
30/06/1998
30/06/1999
30/06/2000
30/06/2001
30/06/2002
30/06/2003

Cents

Amount

Amount

per unit

Called

Distributed

$

$

2.00
(2.21)
3.00
4.50
(0.05)
5.00
13.00
20.00
(0.38)
18.00
16.00
(90.33)
(7.49)
(3.17)
(11.19)
(33.32)
(44.71)
0.00
0.00
0.00
(0.25)
(0.77)
(0.29)
(0.22)
(1.29)
(80.84)

8,200,000
(1,768,858)
2,400,000
3,600,000
(38,685)
4,000,000
10,400,000
16,000,000
(300,458)
14,400,000
12,800,000

71,800,000

71,800,000

(72,264,231)
(5,995,882)
(2,534,293)
(8,952,991)
(91,855,396)
9.4%
(35,769,077)
0
0
0
(196,380)
(612,897)
(231,714)
(177,768)
(1,028,244)
(128,843,232)
20.1%
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Investment Portfolio Summary - Unrealised
Investment

Investment Proceeds

Date of

Date of

Total

Total

Multiple

Holding

Gross

Initial

Final

Investment

Realised

Unrealised

Investment

of Cost

Period

IRR

Cost

Proceeds

Fair Value

Proceeds

X

Yrs

%

Investment Realisation

Industry

Stage

Exit Route

Investment Portfolio Summary - Unrealised
Unlisted
Inv H Pty Ltd

Jun-98

Manufacturing

Expansion

7,000,000

60,000,000

1,000,000

61,000,000

8.71

5.84

Inv I Pty Ltd

Oct-99

Manufacturing

Late

5,000,000

5,000,000

5,000,000

10,000,000

2.00

4.50

665%
NM

Inv J Pty Ltd

Dec-99

Education/Training

Expansion

3,000,000

500,000

1,500,000

2,000,000

0.67

4.33

-11%

Inv K Pty Ltd

Dec-99

Manufacturing

MBO

8,000,000

8,000,000

17,900,000

25,900,000

3.24

4.33

35%

Inv L Pty Ltd

May-02

Entertainment

MBO

9,000,000

7,000,000

6,000,000

13,000,000

1.44

1.92

36%

Inv M Pty Ltd

Jun-02

Manufacturing

Expansion

TOTAL UNREALISED

4,800,000

-

36,800,000

80,500,000

3,500,000

3,500,000

0.73

1.83

-12%

34,900,000

115,400,000

3.14

3.79

491%

Investment Portfolio Summary - Realised
Inv A Pty Ltd

Feb 1997

Dec 1998 Manufacturing

MBO

1,500,000

2,800,000

-

2,800,000

1.87

1.83

88%

Buy-Back

Inv B Pty Ltd

Feb 1999

Mar 2001 Manufacturing

Expansion

2,000,000

3,000,000

-

3,000,000

1.50

2.08

21%

On-Market Sale

Inv C Pty Ltd

Mar 1999

Dec 2003 Manufacturing

Recapitalisation

5,000,000

4,000,000

-

4,000,000

0.80

4.76

-10%

Trade buyer

Inv D Pty Ltd

May 1999

Sep 2000 Manufacturing

MBO

8,000,000

4,000,000

-

4,000,000

0.50

1.34

NM

Trade buyer

Inv E Pty Ltd

Sep 1999

Sep 2002 Finance

Expansion

8,000,000

14,000,000

-

14,000,000

1.75

3.00

26%

Buy-Back

Inv F Pty Ltd

Sep 1998

Mar 2003 Manufacturing

MBO

Inv G Pty Ltd

Dec 1997

Sep 2003 Medical

Expansion

750,000

1,000,000

-

1,000,000

1.33

4.50

14%

Trade buyer

10,000,000

35,000,000

-

35,000,000

3.50

5.75

55%

Flotation

35,250,000

63,800,000

-

63,800,000

1.81

3.32

16%

TOTAL UNREALISED

36,800,000

80,500,000

115,400,000

3.14

3.79

491%

TOTAL REALISED

35,250,000

63,800,000

63,800,000

1.81

3.32

16%

TOTAL/ AVERAGE

72,050,000

144,300,000

179,200,000

2.49

3.56

89%

TOTAL REALISED
Investment Portfolio Summary - Total

34,900,000
34,900,000
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Investment Portfolio Summary - Movement in Fair Value
Investee Company

Fair Value
31/12/2003
$

Inv H Pty Ltd
Inv I Pty Ltd
Inv J Pty Ltd
Inv K Pty Ltd
Inv L Pty Ltd
Inv M Pty Ltd

3,000,000
4,500,000
1,500,000
15,000,000
7,500,000
5,000,000

TOTAL

36,500,000

Investment
cost/loans
advanced
$

Realisations/
loans repaid
$

0

Revaluations
$

Fair Value
31/03/2004
$

(500,000)

(1,000,000)
(1,500,000)

3,000,000
4,500,000
1,500,000
15,000,000
6,000,000
3,500,000

(500,000)

(2,500,000)

33,500,000

Valuation Methodology
Earnings Multiple
Earnings Multiple
Earnings Multiple
Earnings Multiple
Earnings Multiple
Earnings Multiple
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Portfolio Companies
Legal and Trading Name (including any change)

Company J

Description of the Business

Develops wireless communication services

Location of Head Office Management

Sydney, Australia

Development Stage

Expansion

Fund's Role in the Investment (lead / Co-lead)

Co-lead.

Type of Holding / Percentage Ownership

Common ordinary shares

33%

Preference shares

10%

Investment Executive / Board Representative*

Jim Smith* and Paul Jones

Enterprise Value - at initial Investment

$81 million - 5 X EBITDA

Significant events

A new generation of software is used which has significantly increased revenues

Outstanding Commitments

Total
Date

Investment Cost

Fair Value

and Contingent Liabilities

Benef. Int. %

Gross IRR

31/12/2002

27

44

None

33%

26%

Trading record - $ million
Sales
EBITDA
EBIT
Net Income

30/06/2004
Actual
82
16
8
4

30/06/2003
Actual
103
20
11
5

30/06/2002
Actual
128
23
11
4

30/06/2004
Budget/forecast
179
27
13
5
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XYZ Fund
MONTHLY UNIT PRICE NOTIFICATION
30 June 2004
Net Asset Value (unaudited) as at

30-Jun-04

Net Asset Value - cents per unit as at

30-Jun-04

$

53.7500

Par Value of Units
Amount called to

30-Jun-04

Unitholder

43,000,000

Committed Capital

$

1.000

$

0.900

Contributed Value

Net Asset Value

Investor A

10,000,000

$

9,000,000

$

5,375,000

Investor B

3,000,000

$

2,700,000

$

1,612,500

Investor C

5,000,000

$

4,500,000

$

2,687,500

Investor D

5,000,000

$

4,500,000

$

2,687,500

Investor E

10,000,000

$

9,000,000

$

5,375,000

Investor F

20,000,000

$

18,000,000

$

10,750,000

Investor G

8,000,000

$

7,200,000

$

4,300,000

Investor H

8,000,000

$

7,200,000

$

4,300,000

Investor I

5,000,000

$

4,500,000

$

2,687,500

Investor J

6,000,000

$

5,400,000

$

3,225,000

TOTAL

80,000,000 $

72,000,000

$

43,000,000

$

8,000,000

Monthly Fund Activity - Call Payments
New Investment

26 June 2003

$

0.10000

Monthly Fund Activity - Distributions
Nil.

$

-

$

-

Comments/Other Fund Activity (impacting on the NAV)
Year end revaluation of investments

Accountant
Dated: 4 July 2004

25

CALL NOTICE

Call amount per unit

$

Due date
Unitholder

No. of units

0.0200

13-Sep-02

Amount due

Direct

this call

banking ref. *

Investor A

10,000,000

$

200,000.00

Investor B

3,000,000

$

60,000.00

A
B

Investor C

5,000,000

$

100,000.00

C

Investor D

5,000,000

$

100,000.00

D

Investor E

10,000,000

$

200,000.00

E

Investor F

20,000,000

$

400,000.00

F

Investor G

8,000,000

$

160,000.00

G

Investor H

8,000,000

$

160,000.00

H

Investor I

5,000,000

$

100,000.00

I

Investor J

6,000,000

$

120,000.00

J

INVESTMENT TOTAL

80,000,000 $

1,600,000.00
-

Reason for the call:
New Investment - Company AAA.
Please remit your funds by or before the due date as follows:
Cheques payable to:

Direct banking:

Trustee

Account Name

Funds Name

Account Name

Attn.

Bank

Title

Bank Address

Address
Address

BSB:

000-000

Account no.:

1111-1111

Reference:

As above *

Fund Name
Called to date of notice

$

0.8800

This call

$

0.0200

Total called per unit

$

0.9000

Chief Financial Officer
Date of Notice: 1 September 2002
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XYZ Fund
DISTRIBUTION NOTICE

Distribution amount per unit

$

Payment date
Investor

No. of units

0.5000
25/02/2004

Amount payable

Payment
Method

Investor A

10,000,000

$

5,000,000.00

EFT Transfer

Investor B

3,000,000

$

1,500,000.00

EFT Transfer

Investor C

5,000,000

$

2,500,000.00

EFT Transfer

Investor D

5,000,000

$

2,500,000.00

EFT Transfer

Investor E

10,000,000

$

5,000,000.00

EFT Transfer

Investor F

20,000,000

$

10,000,000.00

EFT Transfer

Investor G

8,000,000

$

4,000,000.00

EFT Transfer

Investor H

8,000,000

$

4,000,000.00

EFT Transfer

Investor I

5,000,000

$

2,500,000.00

EFT Transfer

Investor J

6,000,000

$

3,000,000.00

EFT Transfer

DISTRIBUTION TOTAL

80,000,000 $

40,000,000.00
-

Fund Name

Distribution as a result of:
• Partial exit of Co Y.

Distributed to date $

50,220,000.00

$

0.6278

This distribution $

40,000,000.00

$

0.5000

Total distributed $

90,220,000.00

$

1.1278 **

Chief Financial Officer
Date of Notice:

** - based on Committed capital of 80,000,000 units of $1.00 each.

Distribution no. 1
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Fees

Year ended 30 June, 2004
$ Million
Arrangement fees

5.0

Director/monitoring fees

0.5

Broken deal fees

0.5

Broken deal costs

(2.0)

NET FEES

4.0

Credit against Mgt fee = 50%

2.0

Management fees for the period

15.0

Less 50% credit

(2.0)

Less 100% underwriting fees

(1.0)

NET MANAGEMENT FEES

12.0

Carried interest paid/payable

–

Unrealised Carried interest at the Reporting Date

–

Potential clawback value

–
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