When Performance Matters..
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Disclaimer
Information in this presentation is provided for informational purposes only and is
not offered as advice with respect to any particular security or related financial
instrument. This information should not be used as a basis for making an investment
decision and must not be treated as a substitute for seeking advice from a licensed
professional. The suitability of a given investment for a particular investor depends
on a number of factors, each of which should be considered carefully. Such factors
include, but are not limited to, the risk associated with the investment, the nature
of current market conditions, and the investor’s objectives, personal needs, and
specific circumstances. This is neither a solicitation to buy nor an offer to sell, but
rather an informational overview of Distressed Debt investing and our Distressed
Debt 1 Fund. This information should be reviewed by accredited investors only.
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Fund Awards

Fund Manager Awards

Top Performing Hedge Fund, 2016
(Hedgeco.net)

Best for Fiduciary Services, 2017 (AI)

Best U.S. Distressed Debt Hedge Fund, 2017 (AI)

* 2016 audit available upon request *

A+ Rating with the Better Business Bureau
(BBB)
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Third Party Support Services
Auditing Firm: Ashland Partners & Co., LLP
Custodian/Brokers: Interactive Brokers, TD Ameritrade, RBC
Legal Counsel: Justin Stark
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30 years of “Boots on the Ground” Investment Experience
Randy Durig
❖

CEO/Owner of Durig Capital, Inc., Portfolio Manager, (2001- Present)

❖

Senior VP, Charter Investment Group/Sutro & Co. (Currently known as
RBC) (1990-2001)

❖

While managing at Sutro & Co., Randy Durig produced over 500%
(annualized at over 80%) before starting his own advisory firm (11)

❖

Owns, founded, and operates numerous businesses across various
industries, with extensive experience in operational turnarounds

❖

Mr. durig has found his niche, by leveraging both his operational
background and investment experience to bring distressed debt 1
under his management to be among the top of his peers in distressed
debt

Durig Capital’s Organizational Chart
Durig Capital, Inc.

Durig Capital General Partner

Investment Adviser

Managed by Durig Capital, Inc.

CEO

Distressed Debt 1 LP
(Hedge Fund)

Operations Manager

Bookkeeping

Research

Adviser
Durig Capital, Inc.

Top Ranking Performance
Distressed Debt 1 LP was ranked as of October 4th, 2017 as:
3rd best performance in the last two months
3rd Highest Compound Annual Growth Rate (52.83%, Hedgeco.net) (26)
5th in Year to Date return (28.18%) (26)
7th Highest Annualized Sharpe Ratio (1.36) (26)
Audited Returns of 2016 were 155.49% (Ashland Partners & Co., LLP)
Ranked 1st out of a database of over 9,000 hedge funds in the NAtion for the year
2016(Hedgeco.net) (26)
Evestment (Third party analytics firm) Benchmarked our Fund as 1st out of 26 of our
peers in distressed debt, as of May 2017 (45)
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The U.S. Bond Market
❖

The primary function of the bond market is to provide long-term funding
for companies’ capital expenditures (28)

❖

A 2011 study by Mckinsey Global Institute places a market cap on global
debt outstanding of approximately $93 trillion ( double the capitalization
of the equity markets at the time) (20) (27)

❖

A 2017 SIFMA analysis estimates total outstanding debt in the US of nearly
$40 trillion, of which between $9-13 trillion is considered corporate debt
(10) (23)

❖

Out of the total U.S. Corporate debt outstanding (approximately $40
trillion, SIFMA), roughly 10% is categorized as “distressed” (10) (23)
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Credit Rating Agencies
❖

Much of the activity in this market is indirectly influenced by three credit agencies:
➢
➢
➢

Moody’s
S&P
Fitch

❖

These rating agencies evaluate the credit arrangements & creditworthiness of
companies and assign a ranking based on these, among other considerations and
analysis

❖

The majority of investors and financial institutions consider these ratings prior to
investment as an indication of the quality of the asset or debt-instrument being
considered

❖

Fitch claims that 90% of the world relies on their ratings to govern business decisions
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Equity Market Efficiency vs. Bond Market inefficiency
❖

In today’s Equity markets, most investment managers are unable to exceed the returns of the S&P
500 TR Index
➢

Over the last 15 years, the S&P 500 outperformed the returns of:
■
large cap fund managers 92.2% of the time (40)
■
Mid-Cap Fund Managers 95.4% of the time (40)
■
Small-Cap Fund Managers 93.2% of the time (40)

❖

Our belief is that this is due to the ever-growing efficiency of the equity markets

❖

A recent study of active bond fund managers revealed that over the past 5 years, these active
bond fund Categories have outperformed the Returns of their passive peers:
➢
➢
➢

Short-Term Bonds - 60% of the time (44)
Intermediate-Term Bonds - 84% of the time (44)
High-Yield Bonds - 81% of the time (44)

❖

We seek to capture opportunities in the debt markets, which lack the same efficiency of equity
markets

❖

For those utilizing the strategies above and are looking for alternative investments, that 1)
have negative beta that reduce portfolio volatility and 2) have historically outperformed the
S&P 500 index, the asset class which has accomplished both of these objectives is distressed Debt
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Inefficiencies of The U.S. Bond Market
❖

Several of the rating agencies have been accused of awarding more favorable
ratings to the highest bidder (22)

❖

Most ratings agencies’ policy is to maintain a review Period of 12 months
(Standard & Poor’s) (13)
➢

Mid & Small-cap firms often are overlooked and receive less frequent
credit reviews due to a broken pay model in which issuers pay substantially
to be given a rating (32)
■

❖

"The quality of investment-grade securities can deteriorate over time.
With lower-rated securities, the opposite is often true." - Michael
milken (35)

Many large financial institutions are mandated to liquidate positions once
the underlying security's rating has been downgraded beyond a certain
threshold, often perpetuated by “bandwagon”individual investors
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Policy-Driven Inefficiencies
❖

We found that many firms are able to execute substantial turnarounds in under nine
months, thus an entire “turnaround” may occur outside of an agency's review period
➢

❖

often, the fundamentals of the underlying company change so much within a
review period that we view the odds of that company achieving success are
greater than the odds of the company failing, but are still priced for failure due
to market inefficiencies

Due to the DODD Frank Act, Market Makers are now more judicious with their capital,
often creating higher volatility, especially when in front of large trades or bonds
of low liquidity
➢

smaller companies’ debt is often private, or so thinly traded that it is missed by
many investors & often avoided by brokers for fear of being stuck with their
inventory, further compounding these inefficiencies
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Credit Rating Agencies role in the Crash of 2008
❖

Just two years prior to the crash of 2008, a Standard & Poor’s official email revealed something unsettling.. "Let's hope we are
all wealthy and retired by the time this house of cards falters." (22)

❖

If these companies were truly deserving of their AAA status, why did the U.S. government commit $541.4 Billion to bail these
firms out just years later? (29) (30)

❖

The Big three ratings agencies played a key role in perpetuating the Subprime lending crisis of 2008
➢

Between 2000-2007, Moody’s rated roughly 45,000 mortgage-related securities, over half of which were awarded “AAA”
ratings (31)

➢

In 2006 alone, the big three credit rating agencies captured $5 Billion in revenue from issuers seeking ratings (25)
■

❖

By December of 2008, the U.S. bond market had more than $11 trillion “structured finance products”
outstanding (31)

Moody’s agreed to pay $864 million in January of 2017 to settle with U.S. federal & state authorities over its ratings of risky
mortgage securities in the time leading up to the crash of 2008 (24)
➢

Moody’s Ratings were “directly influenced by the demands of the powerful investment banking clients who issued
the securities and paid Moody’s to rate them..” - Connecticut Attorney General, George Jepsen (24)

❖

Standard & Poor’s entered into a similar settlement in 2015, paying out $1.375 BN to settle a $5 BN fraud suit (24)

❖

The root problem stems from a model where the issuer is left to the mercy of agencies, that forces issuers to pay substantial
sums to be considered viable companies in the eyes of the investing public (22) (24)
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Modern Portfolio Theory
❖

Modern portfolio theory is a framework for creating a portfolio aimed at maximizing a
return for a given level of risk, or variance. The cornerstone of this theory is that an asset's
risk and return should Not be considered individually, but rather by how it adds to a
portfolio’s risk/Reward profile as a whole (34) (36)
➢

Modern Portfolio Theory Assumes that for a given level of return, the average
investor would elect the portfolio with the least amount of risk, unless they are
compensated commensurately for the additional risk (34) (36)

❖

As Alternative Assets carry higher perceived risk by the market, it is priced as such & reflected
in the risk/reward profile of the investment

❖

Modern Portfolio Theory also explains the benefits of diversification through combining a
portfolio of Non-Correlated assets to produce a more favorable risk profile while
maintaining a given level of return (34) (36)
➢

High-Yield & Distressed Debt fit into the category of Alternative assets, and are one of
the least correlated asset-classes to traditionally composed portfolios or indices (39)
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The largest endowments: leading the Non-Correlated Investments

❖

A recent study of University Endowments illustrates a trend
towards increased utilization of “Alternative Assets” (6) (8)

❖

Alternative asset strategies are appealing to the largest
endowments employing modern portfolio theory, as they are
able to significantly reduce overall portfolio risk through
non-correlated assets while potentially increasing the
overall portfolio return

IMG Source: http://www.hamersleypartners.com/wp-content/uploads/2016/04/Hamersley-Webinar_4-27.pdf

❖

Alternative Assets are generally
considered to be newer types of
assets or those not included in
traditionally composed portfolios
that are often non-correlated with
equity markets

❖

Types of Alternative Assets include:
➢
➢
➢
➢
➢
➢
➢
➢
➢

Real Estate
Private Equity
Venture Capital
Direct Investment in Startups
Private Placement Debt
Distressed Assets
Hedge Funds
Funds of Funds
Commodities, Art
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Distressed Debt - An Alternative Investment
❖

Distressed Debt is a debt instrument whose underlying entity is experiencing financial or operational
hurdles (37)
➢

❖

When these firms find themselves in “distress” or facing an operational challenge, many of the
original holders of the debt (many times institutions) are mandated by policy to liquidate their
holdings, often for a fraction of PAR value

Often, distressed securities are non-correlated with major equity indices such as the S&P 500, as well as
non-correlated or low-correlation with traditional debt securities
➢

In fact, Distressed Debt is one of the least correlated asset classes with the S&P 500, and can
provide substantial benefits to those highly correlated with the equity markets (39)

➢

By 2006, hedge funds, recognizing the advantages of utilizing non-traditional strategies and
asset-types, held nearly 25% of High-Yield debt market’s supply (37)

❖

For those utilizing the strategies above and are looking for alternative investments, that 1) have a
negative beta that reduce portfolio volatility and 2) have historically outperformed the S&P 500
index, the asset class which has accomplished both of these objectives is distressed Debt

❖

A caveat of the “distressed” label placed on these securities is that investors are paid a higher
risk-premium due to the increased perceived risk (37) (38)
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Distressed Debt: The Uncorrelated Outperformer
Why Distressed Debt?
❖

Numerous studies (4) have shown that distressed debt as
an asset class has consistently outperformed the S&P 500
➢

❖

Distressed Debt is one of the lowest correlated
asset classes to the S&P 500 (39)
➢

❖

Distressed Debt has exceeded the returns of the
S&P 500 by more than 4% per year (4)

Adding non-correlated assets to a highly
indexed portfolio can help to provide substantial
portfolio diversification

Historically, Active Managers in Distressed Debt
instruments & Funds have outperformed nearly every
index fund, including the S&P 500 TR by nearly 50%:

(3) Image Source: http://awealthofcommonsense.com/2015/12/stocks-vs

Asset-Class Correlations

Image Source: CAIA Association, Mark J. P. Anson

(47)
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Risk Assessment
❖

Substantial protection against risk in the long-term is to buy assets below their intrinsic value (we target
undervalued companies) or those trading well below PAR value, allowing for much greater upside reward
potential (46)

❖

This pricing scenario often comes from the aftermath of a “Black Swan Events”, cyclical downturns or crashes,
oversupply of products, services, volatile interest rates, etc.
➢

In 1999, the crash was the internet- real estate & Oil were not significantly impacted

➢

Crash of 2008 - Real Estate & Banking Markets Crash- Internet businesses & Oil were not significantly
impacted

➢

2016 - The oil markets crash - Internet businesses & real estate were not significantly impacted

❖

These industry focused sell-offs often create unbalanced pricing scenarios in which assets are carried at a
value substantially below their intrinsic values

❖

Most flee such events, but we look at the company’s “vitals” :
➢
➢
➢
➢

Long-Term Businesses with significant barriers to entry
Improved Business
Positive Free Cash Flow
Improved Human Capital
■

"Any analysis of capital structure should recognize that most balance sheets are dramatically
inaccurate because.. they fail to include the value of human capital."
- Michael Milken on
Human Capital (35)
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Portfolio Diversification & Risk Mitigation
❖

We methodically analyze the overall impact to risk & reward in the fund for each security we mark for investment, in line with
Modern Portfolio Theory
➢

❖

We monitor a company's situation/fundamentals for months, sometimes years, before determining if the investment is
cohesive with the risk/reward profile of the overall portfolio

We believe that one of the best ways to protect oneself from downside risk is to buy below intrinsic value
➢
Example:
■
Bond debt trading at 100% of PAR often has limited upside potential, with the potential downside risk of 100 points
■

Distressed debt trading at 20% of PAR has over 500% upside reward potential (including interest) with 20 points of
downside risk

❖

By buying below intrinsic value, we not only change the risk/reward profile, but also mitigate substantial downside risk while
providing a much higher upside reward potential

❖

A car with dents will sell cheap, it doesn’t mean it can’t be fixed
➢
By doing our own in-house research and benchmarking against the actions of the rating agencies, we can validate that
the rating agencies are not acting in a timely manner
➢

❖

looking at the company’s quarter, we can affirm our beliefs and capture opportunities or act on inefficiencies much
sooner than the rating agencies, who typically review once a year (13)

We also seek to Lower Portfolio Risk by:
➢
➢
➢

Maintaining a Low or Negative Beta
Diversification among issuers and industries
Producing and maintaining a High Alpha (return generated by investment manager that exceeds the expected return
expected by beta)
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Our Strategy
❖

We search North American and global debt markets for securities that have defaulted or are
priced at an extreme discount, due to an inability to historically execute on an operational
level, but may now be on the cusp of a significant turnaround

❖

Typically, we target issues trading below 25% of PAR value, with multiple improving business
fundamentals, often targeting a full recovery

❖

Once a specific issue has been marked for investment, we monitor the firm’s activity, looking
for improving fundamentals such as debt service and repurchase, improving coverage ratios,
and positive free cash flows, focusing on financial metrics which have improved to a level
that indicates they can cover cost(s)

❖

When successful, our strategy allows us to not only recoup the initial cost of the bond, but
earn a 4-5X profit, plus coupon interest on a debt instrument abandoned by most investors

The rougher the market, the increased depth and width of issues available to us
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The Selection Process
Becoming more
actively engaged
1) Identify an
industry downturn
or distressed
event impacting
company

2) Review
financials, relative
performance,
monitor for
operational
changes such as
new management

3) If significant
improvements
occur, we continue
to monitor the firm
and environment
with heightened
diligence

4)Intensive
Analysis: FCF, Debt
load,
Revenues,
income,cash, asset
valuations, etc.

5) Review & analyze
stock, current news
to identify trends or
cycles that can
create real
operational changes

6) Consult with team to
identify any additional
or indirect risk of the
investment
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The “Turnaround”
❖

Through our
experience, we have
found several factors
present in nearly
every “turnaround”
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Distressed Debt 1 LP - Fund Overview
❖

Founded in September of 2015, Distressed Debt 1 LP is a pooled investment vehicle that searches
global bond markets for defaulted and/or deeply discounted debt instruments

❖

Pooled funding often allows us to purchase debt instruments at more favorable terms via
block-purchase discounts

❖

Distressed debt 1 focuses primarily on corporate bond issues in the U.S. and North America

❖

We maintain very specific investment criteria; less than one in a thousand bonds are
selected for investment in the fund

❖

CEO/Owner, Randy Durig has about a one-third ownership stake in the fund

❖

We strive to keep the fund non-correlated with the equity markets
➢

❖

Distressed Debt 1 has a Current beta of -0.71 (26)(10-4-17)

We have consistently outperformed the returns of major index funds such as the S&P 500 TR
(26)
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Return Methodology
❖

A bond purchased at 20% of PAR value has the potential to return 5x if fully
appreciates (up to 6x if paying coupon interest)
➢

❖

Many bonds that default below their intrinsic value appreciate after
defaulting
➢

❖

Factoring in the 5x payoff though, if over 50% of investments pay off, the
strategy is still successful

Gran Columbia, although still outstanding, is one of many to behave in
this way

In the event of default or a restructuring, equity holders are often the ones
hit hardest
➢

bondholders maintain a Senior, and often legal claim on firm assets above
stockholders
■

In some instances, bondholders receive the “lion’s share” of firm assets
25

Performance
❖

Since its inception in 2015, Distressed Debt 1 LP has earned top rankings within the hedge fund
industry (26)
➢

Ranked the top performing Hedge Fund in the nation out of a database of over 9,000 in
2016 (26)

❖

We have consistently exceeded the returns provided by index funds such as the S&P 500 as well
as the Barclay Distressed Securities Index & Eurekahedge Distressed Debt Hedge Fund Index

❖

Distressed Debt 1 has outperformed the S&P 500 TR Index by over 600% since inception (10-1-15)
➢
➢

The Distressed Debt 1 cumulative return (since 10-1-15) is 199.16%
The S&P 500 TR Index cumulative return (since 10-1-15) is 27.23%

Comparative Performance - Cumulative Return (10-1-15)

* 2016 audit available .upon request *
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Performance
Distressed Debt 1 LP - Historical NAV YTD Return
(Inception- Present)
As of 10-4-17

Key Performance Metrics (as of 10-4-17, Hedgeco.net)
Cumulative Return
Compounded Rate of Return (Annual)
Best Monthly Return:
Worst Monthly Return:
Rolling 12-Month Return:
Beta
Alpha
R
Sharpe Ratio (RFR 3%)
Information Ratio

199.16%
52.83%
24.09%
- 11.60%
25.37%
- 0.71
4.62
- 0.25
0.41
1.52
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Evestment - Third Party Analysis of Fund Returns

❖

Among the 26 peers
considered for
analysis, Distressed
Debt 1 was found to
produce the highest
returns for the period

45)

28

Summary
Historical Performance of our Distressed Debt fund far exceeds that of large index funds like the S&P
500 TR

❖

➢
➢

In 2016 we outperformed the S&P 500 in Total annual return by 126.59% (26) (43)
As of 9-7-17, we have exceeded the S&P 500 in YTD return by nearly 8% (26) (42)

Distressed Debt 1 has outperformed the S&P 500 TR Index by over 600% since inception (10-1-15)

❖

➢
➢

The Distressed Debt 1 cumulative return (since 10-1-15) is 199.16%
The S&P 500 TR Index cumulative return (since 10-1-15) is 27.23%

❖

Our fund is negatively correlated with the S&P 500 with a beta of -0.71 (26) (as of 10-4-17)

❖

Volatile industries or market conditions are what we excel in; the more “distressed” a firm or
industry is, the greater our pool of securities to mark for monitoring and potential investment

❖

We thrive where other funds may falter and be forced to liquidate positions due to falling credit
ratings or debt requirements
❖

Open for Contribution by Accredited Investors

❖

Annual fee of 1.2%

❖

Minimum duration of investment is one year

❖

Performance fee of 20%

❖

Minimum investment of $125K

❖

No Leverage

❖

No Redemption Fee

❖

30 Years of Investment Experience
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Summary of Fund Goals
❖

Our primary goal is to consistently provide clients with high returns on fixed income &
restructured debt securities through our portfolio of distressed bonds

❖

We focus acquisition on default rated or very discounted issues with improving
fundamentals that often trade at a fraction of PAR value and hold them while they
appreciate

❖

A good strategy is to buy low and sell high. Our strategy is to buy Below intrinsic value,
targeting increased operational performance which can equate to increased upside
potential and decreased downside risk
➢

We aim to acquire debt securities with improving fundamentals after “the bottom”
and ride to maturity- essentially we leverage our expertise to identify the right
time to buy

❖

maintain a negative correlation with equity markets (current beta of -0.71) (26)(10-4-17)

❖

Alter the risk/reward profile to provide a 5:1 or 6:1 potential return with downside risk
protection through the underlying asset, often priced below intrinsic value
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Distressed Debt 1: Historical Asset Selection
a brief review of some of our biggest winners and losers:
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Company: Gran Colombia Gold, Inc.
Industry: Commodities (Gold), Mining
Ticker Symbol: TSE:GCM
Ratings: NA
Coupon: 5% (prior to restructuring, Paid in Arrears)
Average Cost (1st Tranche, roughly ½ position): 23.1
Current Yield: 43.29% (Prior to restructuring)
Average Sale (1st Tranche): 65.45
Average Cost (2nd Tranche): 64.436
Average Sale (2nd Tranche): 85.0
Current Price: 84.0
❖

Gran Colombia Gold (GCG) came to our attention while technically in a default

❖

After reviewing their most recent quarter, we found they were making up their interest payments in arrears

❖

A deeper analysis revealed an extremely undervalued company on the cusp of a real operational turnaround

❖

The company implemented several new mechanisms causing employees to be more accountable for their pay, leading to a serious increase in
employee production resulting in a very impressive quarter

❖

We took an initial position at an average cost of 23.1

❖

The next quarter was no less impressive for GCG, with improved quarter-on-quarter performance in almost every segment of their business

❖

After another impressive 2nd quarter, we added more weight to our position in GCG around 64.4

❖

When GCG proposed a new debt structure (less than optimal) we became more active in the investment and partnered with other
bondholders to block the deal, at which point GCG decided to sweeten the deal, which we accepted

❖

When the issue appreciated to the upper 60’s to low 70’s (average sale 65.45), we significantly reduced our positions
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Company: Data Communications Management Group
Industry: Information Technology, Business Process Services (BPS)
Ticker Symbol: TSX:DCM
Coupon: 6%
Ratings: N/A
Average Cost (entire position): 43.0
Current Yield: 13.9%
Average Sale (entire position): 56.9

❖

We Followed company for quite some time prior to taking a position

❖

The company was reporting decent numbers each quarter, however the stock and bonds were still in
freefall

❖

After the announcement of their restructuring in which bondholders were to receive 98% of equity via
a convertible feature of the bonds, we took a full position at 43.0

❖

we realized that with reduced debt, the 25% of bonds not converted would not be much trouble for the
company at maturity

❖

We sold all stock as soon as it reached our target price, but held the bonds

❖

Because of our contract with the company, we were asked to participate in a private placement deal,
which we declined
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Company: Vanguard Natural Resources, LLC (formerly Eagle Rock Energy Partners, LP)
Industry: Energy, Oil & Gas
Ticker Symbol: NASDAQ: VNR
Ratings: Caa3
Coupon: 8.375% (Eagle Rock)
Coupon: 7.875% (Vanguard Natural Resources)
Average Cost (Entire Position): 23.5
Current Yield: 35.6% (Eagle Rock)
Current Yield: 33.13% (Vanguard)
Average Sale (Entire Position): 49.1
❖

As Oil appeared to have bottomed out (March/April of 2016), we noticed that Vanguard Natural Resouces had
bonds trading at 20% of PAR but was maintaining a strong level of positive free cash flow

❖

Although there were several ongoing issues with creditor banks, we considered the free cash flow to outweigh
the risk of issues at hand and decided to take a position

❖

Following several quarters of outstanding positive free cash flow, we added additional weight to our position

❖

After selling off some of their assets to generate cash, the bonds continued to appreciate up into the 40’s & 50’s

❖

After failing to make their redetermination numbers, Vanguard exercised their 30-day grace period before
paying bond interest, at which point we sold our positions in Vanguard & Eagle Rock for prices ranging from
50-55, for a gain of 2-3x our initial investment
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Company: Intelsat
Industry: Technology, Information Technology
Ticker Symbol: INTEL
Ratings: Ca/CCCCoupon: 7.75%
Average Cost (1st Tranche): 33.9
Current Yield: 22.68%
Average Sale (1st Tranche): 56.2 (roughly ⅔ of position)
Current Price: 66.8

❖

After following the company for roughly six months and seeing several quarters of
improving cash flow, we took a position at a price of 29.0

❖

Following several consecutive quarters of improving cash flows, we began to overweight
this position, adding positions in the 31-36 range

❖

The company then receives buyout/merger offer from SoftBank Group which aided in the
bonds trading up in price by about 20 basis points

❖

After a relatively weak 1st quarter, the deal was put on hold

❖

Conditions surrounding the deal caused us to believe the merger wouldn’t take place, so we
liquidated 2/3rds of our position before the failed merger announcement

❖

We continue to monitor the situation closely and hold a small position
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Company: Memorial Production Partners
Industry: Energy
Ticker Symbol: NASDAQ: MEMP
Coupon: 7.625%
Ratings: N/A
Average Cost (Entire Position): 43.9
Current Yield: 17.37%
Average Sale (Entire Position): 38.5

❖

After reporting a very positive quarter with acceptable interest coverage, we
initiated a small position although bank redetermination was still an issue

❖

Following two quarters of achieving only marginal returns, the company
announced it would utilize it’s 30-day grace period before paying interest to
bondholders

❖

When hearing this announcement, we immediately sold the position for a small loss
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Thank you
Distressed Debt 1 LP Hedge fund
Durig Capital General PArtner

Durig Capital, Inc.
Registered Investment Advisor

11600 SW 69th Avenue
Tigard, Oregon 97223

11600 SW 69th Avenue
Tigard, Oregon 97223

Toll Free: (877) 359-5319
Fax: (971) 732-5121
E-mail us at:
Info@Durig.com
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