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Cherry Fund Limited 
ACN: 106 274 631 (“CFL” or the “Company”) 

 (Receivers and Managers Appointed) 
 

Circular to Debenture Holders 
 

28 August 2013 
 
We refer to our last circular to Debenture Holders dated 5 April 2013. 
 
In our last circular, we provided debenture holders with an update on a range of matters concerning 
the receivership.  The purpose of this circular is to provide debenture holders with an update on the 
following matters: 

+ Asset realisation program; 

+ Revised repayment guidance; 

+ Second interim repayment and timing of distributions; 

+ Receivers’ remuneration;  

+ Receipts and payments; and 

+ Investigations and legal action. 
 
This Circular only has relevance to CFL debenture holders.  A separate update has been issued to 
Banksia Securities Limited (“BSL”) debenture holders. 
 

1. Executive Summary 

 
Whilst this circular should be read in its entirety, a summary of key points is as follows:  

+ Background: At the date of our appointment, CFL had raised approximately $10 million from 
debenture holders and its assets consisted largely of a loan portfolio totalling $10.1 million 
(with or through the Banksia Mortgage Fund) and a debenture investment in BSL totalling $1.6 
million. 

+ Loan portfolio sale: On 12 June 2013, following approval from The Trust Company 
(Nominees) Limited (the “Trustee”), the Receivers completed a sale of 8 loans with a face 
value of circa $2.3 million to Deutsche Bank AG, Sydney Branch (“Deutsche”).  

+ Distributions to debenture holders: Debenture holders were paid a first interim repayment 
of 32 cents in the dollar on 17 May 2013.  Link Market Services has administered a second 
interim repayment at the rate of 20 cents in the dollar (which has been paid via electronic 
funds transfer or cheque attached to this circular).  Further repayments will be made as assets 
are realised. 

+ Revised repayment guidance: Given the loan portfolio sale and the relatively strong security 
position of the remaining CFL loans, we are pleased to advise that our current best estimate is 
that CFL debenture holders may receive full repayment of their debenture investment.   

2. Background 
 

As you are aware, CFL is a member of the Banksia Financial Group, a non-bank lender offering 
debenture investments to the public. 
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On 25 October 2012, we were appointed Receivers and Managers to BSL.  Following our appointment 
to BSL, all BSL debenture accounts were ‘frozen’, including CFL’s ‘at-call’ debenture account totalling 
circa $1.6 million. 
 
As a result, CFL was unable to access monies to meet its commitments.  Accordingly, we were 
appointed as Receivers and Managers of CFL on 30 October 2012. 
 

3. Asset realisation program 

3.1 Loan discharges and interest receipts 

Following our appointment the Receivers established new loan management processes and have 
worked closely with borrowers to secure refinances and repayments. To date, the Receivers have 
made the following realisations in respect of CFL’s loan portfolio: 
 

+ Loan discharges and portfolio sale proceeds: $4.1 million; and 

+ Interest receipts: $0.5 million. 

The majority of the above realisations have been distributed to debenture holders. 

The Receivers will continue to manage the remaining CFL loans whilst realisation strategies are 
considered. 

3.2 Receivers’ performing loan sale process 
 
As previously reported, since January 2013, the Receivers have offered a portfolio of circa $270 
million of BSL and CFL (mostly performing) loans for sale. The sale process involved: 

+ A public marketing campaign and targeting of specific parties likely to be interested in the 
opportunity; and 

+ A staged due diligence process, leading to final offers on 5 April 2013. 

On 5 April 2013, we received four final offers for the performing loan portfolio.   

Following a careful review of bids including against a wind-down of the portfolio (through receipt of 
interest and principal repayments as loans mature), we provided our recommendation to the Trustee 
for a sale of the portfolio to be entered into with Deutsche.   

Whilst a sale of BSL performing loans was finalised on 30 April 2013, additional work was required in 
order for the CFL sale to be implemented.  On 12 June 2013, a sale of 8 CFL loans with a face value 
of circa $2.3 million was completed following approval from the Trustee. We note that we are very 
pleased with the outcome which has allowed us to now declare the second interim repayment of 20 
cents in the dollar. 
 

3.3 Loans with/through the Banksia Mortgage Fund (“BMF”) 

All of the remaining CFL loans totalling $5.7 million were advanced with/through BMF.   

BMF is a contributory mortgage fund which consists of circa 1,500 retail investors owed approximately 
$105 million in addition to BSL and CFL interests of $68 million and $5.7 million respectively. 

The Receivers are working closely with the Trustee and Banksia Mortgages Limited (“BML”), BMF’s 
responsible entity, in an effort to realise CFL’s remaining loan interests. We note that all of CFL’s 
interests with/through BMF are first ranking positions generally supported by strong underlying security 
property.  Accordingly, we expect there to be significant recoveries from these loans. 
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Arrangements have recently been agreed with BML for a portfolio sale of all BMF loans.  This required 
an initial Court application on 20 August 2013 (which was successful) and will require a further Court 
application to proceed with any proposed sale transaction.  Provided the process goes to plan, we 
hope it will result in significant further repayments to CFL debenture holders. 

 
3.4 Debenture holding in BSL 

 
CFL’s main other asset is a debenture held with BSL totalling approximately $1.6 million.  As you are 
aware, BSL is in receivership and accordingly, CFL is treated like other BSL debenture holders and 
will receive a rateable return on its debenture holding. 
 
BSL has made repayments to date totalling 65 cents in the dollar and we expect that overall returns 
will be between 80 and 85 cents in the dollar.  CFL expects to receive a further $240,000 to $320,000 
from BSL repayments. 
 

4. Revised repayment guidance 
 
 Now that we have realised circa 43% of the CFL loan portfolio, we are able to forecast the repayment 

guidance to CFL debenture holders with more certainty. 
 

Having regard to the strong security position of CFL’s remaining loans and our increased knowledge of 
the company’s assets, it is our current view that debenture holders may receive full repayment of the 
value of their debenture holdings at the date of appointment. 
 

 We note however, that the above repayment guidance is largely dependent on the outcome of the 
BMF realisation process. In this regard, repayment outcomes may differ from the guidance above. 

 
We will continue to update our repayment guidance to debenture holders as the receivership 
progresses. 

 
5. Second interim repayment and timing of distributions 
 
 We are pleased to advise that, following the completion of the CFL performing loan portfolio sale, we 

are in a position to make a second interim repayment to CFL debenture holders at the rate of 20 cents 
in the dollar. 

 
The distribution of 20 cents in the dollar is being administered by Link Market Services (“Link”) and will 
be paid in the same manner as the first repayment.  Payment will be made via electronic transfer or 
cheque (attached to this circular).  A Notice of Declaration of Repayment is attached in respect of the 
distribution.  

 
It is difficult to project the timing of future repayments to debenture holders given the uncertainty 
surrounding loan realisation outcomes. However, we expect that a further repayment of at least 5 
cents in the dollar, funded from interest receipts and loan discharges, will be made in December 2013. 

 
Our timing expectations surrounding future repayments will be communicated to debenture holders as 
more information comes to hand. 
 

6. Remuneration 

In accordance with the Insolvency Practitioners Code of Professional Practice, our remuneration is 
based on time incurred, calculated at the rates set by McGrathNicol (less a 10% discount).  

Detailed particulars of our remuneration (including calculations by staff category/activity and 
comprehensive narratives of our work) are submitted to the Trustee for consideration on a monthly 
basis and ultimately approved by its Board.  Additionally, the Australian Securities and Investments 
Commission are provided with details of our remuneration on a monthly basis and our costs are 
disclosed in our statutory reports filed with ASIC on a 6 monthly basis (which are on the public record). 
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The remuneration incurred for the period from 30 October 2012 to 31 May 2013 totals $115,669 and is 
set out in Annexure “A” to this circular. 

Over this period we have dealt with a range of issues including stabilising day to day loan 
management activity, staffing and intercompany issues, preparation of 5 circulars to CFL debenture 
holders, convening debenture holder information sessions on 14 December 2012, dealing with CFL’s 
exposure to BMF loans including formulating an approach to realising CFL’s investment, and 
managing the loan portfolio sale process. 

It is anticipated that our remuneration will remain at current levels (of circa $15,000 per month) as we 
continue with our realisation efforts for CFL’s loans with/through BMF. We note however, this will be a 
function of the work involved in realising the CFL loans. 

We will continue to keep debenture holders regularly informed of our costs as the receivership 
progresses. 

 
7. Receipts and payments 
 
 Set out in Annexure “B” is a summary of the Receivers’ receipts and payments for the period from 30 

October 2012 to 30 June 2013. 
 

Key points include: 

+ Receipts predominantly consist of loan discharges/portfolio sale proceeds ($4.1 million); 
interest receipts ($0.5 million); and distributions from BSL ($1 million).  Interest receipts will 
reduce as the loan portfolio is realised. 

+ Payments largely consist of distributions to debenture holders totalling $3.2 million and various 
professional costs. 

 
8. Contact details 

 Please note that the contact details for Link have recently changed.  Updated contact details are set 
out below: 

 
Phone: (02) 8767 1079 
Email: cherry@linkmarketservices.com.au  

Thank you for your co-operation and assistance to date. 

 We will continue to keep debenture holders regularly updated on the progress of the receivership. 

Should you have any queries in relation to any aspects of the above, please do not hesitate to contact 
Link Market Services. 
 
Dated 28 August 2013 
 

  

 
Joseph Hayes       Tony McGrath 
Receiver and Manger       Receiver and Manager
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Annexure "A"

Hours Value $ Hours Value $ Hours Value $ Hours Value $ Hours Value $ Hours Value $ Hours Value $ Hours Value $

Overall strategy, treasury, accounting and administration 34.1          11,971.50 10.8          4,346.00   21.3          7,421.50   15.3          5,972.00   8.3            2,578.00   2.2            562.00      4.5            1,542.00   96.5           34,393.00   

Dealing w ith and reporting to debenture holders 34.7          15,923.50 38.1          19,139.00 0.7            372.50      2.4            1,236.00   21.4          8,417.50   21.9          8,709.00   3.0            1,262.50   122.2         55,060.00   

Investigations, ASIC and legal action 0.6            121.50      -           -           -           -           -           -           -           -           -           1.4            789.00      2.0             910.50        

Media 1.0            602.50      -           -           -           -           -           -           -           -           -           -           -           1.0             602.50        

Operations 4.1            1,517.00   -           -           -           -           1.0            530.00      -           -           -           -           -           5.1             2,047.00     

Loan management and realisations 9.4            5,726.00   3.8            2,009.00   2.4            1,288.50   2.5            925.00      1.0            410.00      3.7            2,455.50   13.2          7,092.50   36.0           19,906.50   

Loan book sale process -           -           -           -           0.4            263.00      -           -           2.5            860.00      -           -           10.5          5,712.50   13.4           6,835.50     

Trust Company 2.1            1,421.00   8.2            4,222.00   1.2            492.00      1.2            492.00      1.5            735.50      0.7            287.00      2.2            1,117.00   17.1           8,766.50     

Total remuneration 86.0          37,283.00 60.9          29,716.00 26.0          9,837.50   22.4          9,155.00   34.7          13,001.00 28.5          12,013.50 34.8          17,515.50 293.3         128,521.50 

Less discount (10%) (3,728.30) (2,971.60) (983.75) (915.50) (1,300.10) (1,201.35) (1,751.55) (12,852.15)

Total 33,554.70 26,744.40 8,853.75   8,239.50   11,700.90 10,812.15 15,763.95 115,669.35 

Receivers remuneration from 30 October 2012 to 31 May 2013

4 May 13 to 31 May 13 Total30 Oct 12 to 23 Nov 12 24 Nov 12 to 31 Dec 12 1 Jan 13 to 31 Jan 13 1 Feb 13 to 28 Feb 13 1 Mar 13 to 29 Mar 13 30 Mar 13 to 3 May 13
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Annexure "B"

Cherry Fund Limited - Receipts and payments to 30 June 2013

Particulars Amount $

Receipts

Interest recepts 497,489                             

Loan discharges/refinances and portfolio sale proceeds 4,112,527                          

Distribution from BSL (20 c/$) 312,806                             

Distribution from BSL (45 c/$) 703,814                             

Sundry 6,624                                 

5,633,261                          

Payments

First interim repayment to CFL debenture holders (32 c/$) (3,194,211)

Portfolio sale price adjustment (53,657)

Receivers' remuneration (109,990)

Legal fees (35,149)

Advisor fees (15,390)

Trustee fees (22,550)

Insurance (44,935)

Sundry (603)

(3,476,486)

Cash at bank as at 30 June 2013 2,156,775                          

Cherry Fund Limited – Receipts and payments from 30 October 2012 to 30 June 2013 


