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DISCLAIMER
•

The information contained in these slides has been prepared by Summit Alternative Investments LLC (“Summit”)
solely for use at this presentation, which is for background purposes only, is preliminary in nature and subject to
change. This presentation has not been issued for circulation to the general public. The presentation must not be
acted on or relied upon by any persons who are not Relevant Persons. Any investment or investment activity to
which the presentation relates is available only to Relevant Persons, and will be engaged in only with Relevant
Persons.

•

The presentation is provided solely for the information of Relevant Persons. Certain statements, including, but
not limited to, statements as to future liquidity, future interest rate risk and operating expenses, statements
concerning future results of operations, portfolio or consumer defaults, financial position or dividends, and plans
and objectives for future operations, future capital, and future growth, statements concerning the Company's
belief that the Company is positioned to build on and benefit from the opportunities arising from the marketplace
turmoil, and other statements regarding matters that are not historical facts, but are "forward-looking
statements" as defined in the Securities Exchange Act of 1934.

•

Nothing in the presentation is, or should be relied upon as a promise or a forecast and no representation or
warranty is given as to the accuracy, achievement or reasonableness of any future projection, forecast or other
statement. The value of investments and the income there from can go down as well as up. Past performance is
not necessarily a guide to future returns. This presentation is confidential and neither it nor any of its contents
may be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, in whole
or in part, for any purpose. All requests for information and inquiries should be made directly to Summit.

•

Receipt of this document does not constitute the giving of advice by Summit and recipients are recommended to
consult their own independent advisers in relation to any issues.

AGENDA
•
•
•
•
•
•
•
•
•

Welcome—1 min (EG)
What’s New at Summit – 5 min (EG)
Economic Data – 5 min (EG)
Financial Statement and Default Forecast Review – 10
min (DH)
Portfolio Performance Review – 10 min (PC)
SCRF Next Steps and Cash Forecast – 20 min (EG)
Closing Remarks – 1 min (EG)
Q&A – 20 min
Optional: Two Investment Opportunities – 15 min
(WC/EG)

WHAT’S NEW AT SUMMIT
• 30-day LIBOR declined from 0.18% to 0.16% since
our last meeting (Sep-13)
• Fortress Loan will be paid in full ahead of schedule
on January 20, 2014, and we plan to resume
redemptions before the end of 1Q2014
• Successfully closed two transactions in December,
2013 with a managed account investor, which is
good for both the GP and the Fund’s investors
Allows us to further defray O/H costs as SCRF
continues to liquidate

WHAT’S NEW AT SUMMIT, CONT.
• An SAI, LLC related entity has acquired a loan
servicing platform
Allows us to more economically (and probably more
effectively) service SCRF assets through their
remaining life, improving returns
• Preliminary estimates suggest we can reduce
servicing from 2.1% to ~1.5%, a 29% reduction of
one of our largest expenses for the Fund
• In 2014 alone, that equates to an estimated
savings of $68,600

WHAT’S NEW AT SUMMIT, CONT.
• Allows us the possibility of more economically
originating new paper to take advantage of today’s
underwriting standards and pricing
 Today’s underwriting remains significantly tighter than at
the peak of the market when SCRF bought the FCC bulk
portfolio…
 …and pricing remains considerably better (discounts of 15
to 20% today versus nearly 0% in 2008

• Allows us to offer new “forward flow” investment
opportunities to our investors
 Also, using vehicles with more predictable liquidity

ECONOMIC DATA
Unemployment Statistics:
• As of December, 2013 the national UER is currently 6.7%
 December Report: nonfarm payroll employment rose by 74,000 with job gains
focused in retail trade and wholesale trade, down in information
 The report was positive as unemployment continues to decline to its lowest
level since October, 2008

ECONOMIC DATA, CONT.
• Bureau of Economic Analysis report:
 1Q13 GDP Growth 1.1%
 2Q13 GDP Growth 2.5%
 3Q13 GDP Growth 4.1%

ECONOMIC DATA, CONT.
• Consumer Confidence Index:
 CCI now stands at 80.3, its highest level since pre-recession

DEFAULT FORECAST UPDATE
We increased our loss reserve by $2.0M in 2012
• That 2012 forecast projected defaults to decline at a
more gradual and linear rate than our previous
forecast as we have not yet experienced a “cliff” in
defaults as was typically experienced prior to the
recession for portfolios like ours
• Defaults are now coming in slightly below our
projection, we will continue to monitor the
performance
 Through Dec-13, we are $53K ahead of our projection
 Through Feb-14, we expect to be about even to our
forecast

PORTFOLIO REVIEW 3-4Q13
• Asset Performance Data presented as of 12/31/13
• 93.5% of fund assets are current on a principal balance basis
• There are 2,307 individual consumer loans with a principal
balance of $13,351,912
• Cumulative delinquency of all fund assets on a static pool basis:
 Cumulative delinquency at 30+ days past due is 6.5%
 Change from Dec-12: -1.4% (from 7.9%)

• Cumulative default rate of all Fund assets on a static pool basis
is 13.6%
 2013 Default Rate: 5.9%
 2012 Default Rate: 6.0%
 2011 Default Rate: 7.4%
• Calculated as a % of Beginning Outstanding Receivable Balance (BORB)

PORTFOLIO REVIEW, CONT.

3-4Q13 RECAP AND PROJECTED
PERFORMANCE MOVING FORWARD
• 2013 Recap
Outperformed revised forecast from 2012
Q4 trended downwards each month

• 2014 and forward
Q1 is trending higher
Short term favorable for end of Q1 & forward
Upcoming spike shows instability still in future
performance and forecasting
Will now have ability to initiate additional creative
collection strategies

PORTFOLIO PERFORMANCE
• SCRF, L.P. consolidated return statistics through Dec-13:
 6.7% total return since inception
 1.0% annualized return since inception
 2012 return: -8.0% vs. 2011 return: 4.4%
 2013 return: 3.6%

• SCRF, L.P. non-side pocket return statistics through Dec-13:
 52.6% total return since inception
 6.4% annualized return since inception
 2012 return: -0.7% vs. 2011 return: 3.6%
 2013 return: 0.3%

SCRF NEXT STEPS
• We researched ways of how to resume redemptions once
the Fortress loan has been paid off
• Based on the lack of investor desire to reinvest in SCRF, we
have decided to declare the Fund in liquidation per the
Fund docs, requiring pro-rata redemptions
• A number of factors brought us to the conclusion that this
was the best approach:
 We believe that it results in the most equitable treatment of our
investors in the largest number of potential future scenarios
 Although the GP would love to grow SCRF again, at this time over
92% of our investor $ have requested redemptions and re-growing
the Fund will not likely be an option for some time, if ever

SCRF NEXT STEPS, CONT.
• Although we liked the “First Requested First Out” with a holdback
approach, there are a number of scenarios in which attempting to
equalize the economics for investors moving forward using a holdback
could be problematic, such as:
 A class-action lawsuit from consumer obligors
 Adverse economic events
 Worsening pricing on consumer receivable portfolios later if we decide to
sell, result in a loss larger than our chosen holdback

• Research has shown that the most common approach for other Funds
which owned illiquid assets and liquidated in the years following the
recession was to use pro-rata redemption
• Additionally, although the economy has continued to stabilize, recent
spikes in delinquency and default projections for the next few months
takes away our confidence that our loss reserve will cover future defaults;
and at the same time we could end up over reserved for the long haul…

SCRF NEXT STEPS, CONT.
 There is a reason that our Fund documents specify that we switch
to pro-rata redemption in a liquidation—no matter what economic
events transpire in the future, everyone is treated equitably
 It is also simple to administer and frees us from the potential of
estimation errors; each investor simply gets their percent
ownership of the Fund multiplied by the cash flow paid out on each
distribution date
 Perhaps most importantly, after reviewing our alternatives our
research and calculations have shown us that it will probably make
sense at some point in the next 3 to 6 years to sell the remaining
SCRF portfolio (more on this in our cash forecast)

• In the end, there is no alternative that is perfect for every
investor – but we believe this one is the best choice now,
and gives us the most flexibility for the future as well

CASH FORECAST
• Redemptions will resume by March, 2014
• We will send a redemption forecast to you shortly
with an estimate of what your monthly redemption
amounts are likely to be based on your % ownership

• Based on 11/30/13 Investor Statements, ~25-28% of
your capital account balance will be redeemed by
the end of 2014

CASH FORECAST, CONT.
• Based on 11/30/13 Investor Statements:
 ~51% will be redeemed by the end of 2015
 ~68% will be redeemed by the end of 2016
 ~80% will be redeemed by the end of 2017
 ~87% will be redeemed by the end of 2018

CLOSING REMARKS
• We are very pleased that our efforts have paid off –
our line of credit provider is about to be repaid in
full a month ahead of our previous forecasts
• As always, we will continue to look for ways to
maximize SCRF investor returns as time goes on
• If you can think of any additional options for how we
move forward or suggestions for ways we can
improve our communication with you, please let us
know!

Q&A

An Investment Opportunity:
Forward Flow Consumer Receivables
Wayne Crane

INVESTOR OPPORTUNITY
• Amerifirst Home Improvement
http://www.trustamerifirst.com/
In business for over forty years

• Flow Financing
• Home Improvement Financing
• Prime Consumer Financing
Up to 14.9% coupons
Up to ten year terms
Unsecured

INVESTOR OPPORTUNITY, CONT.
• Subordinated Debt
Fixed Rate of Interest for a period of time
• E.g., 6%, 3 year term, interest paid quarterly

Principal paid back at maturity

• Multi-Series
Portfolio purchases on a timed basis
Closes and Liquidates each series
Earnings dependent upon performance of
purchased assets for each series

• A meeting sometime in 1Q14

An Investment Opportunity:
Summit VIXEK Long/Short Equity
Funds
Eric Gangloff

SUMMIT-VIXEK LONG/SHORT
EQUITY FUND
SINCE INCEPTION
To: 12/31/2013

Jan-13 Feb-13 Mar-13 Apr-13 May-13 Jun-13

Jul-13

Aug-13 Sep-13 Oct-13 Nov-13 Dec-13

5.44%
0.39%

1.14%
0.03%

-0.79%
-4.39%

2.22%
0.41%

2.21%
0.13%

-2.71%
-1.21%

5.52%
0.58%

-2.27%
0.86%

0.59%
-2.39%

4.99%
0.53%

2.82%
0.01%

0.90%
-1.46%

21.50%
-8.10%

L/S HF Return 3.54%
L/S HF Alpha -1.50%

0.12%
-0.99%

1.38%
-2.22%

1.26%
-0.55%

1.19%
-0.89%

-0.63%
0.87%

1.95%
-3.00%

-1.11%
2.02%

2.64%
-0.33%

2.54%
-1.92%

1.85%
-0.95%

N/A

15.64%
-13.96%

SV-II Return
SV-II Alpha

3.00%
1.89%

-0.74%
-4.34%

6.74%
4.94%

10.21%
8.13%

-9.93%
-8.43%

13.19%
8.24%

-2.28%
0.85%

-0.36%
-3.34%

4.88%
0.42%

5.44%
2.63%

5.68%
3.33%

52.57%
22.97%

SV-I Return
SV-I Alpha

9.35%
4.31%

• Fundamental hyposthesis: markets move based on the
actions of large, “whale” investors (institutional/HFs), VIXEK
measures this
• VIXEK reading developed by Atul Minocha: Long, or Cash
• In partnership with E. Gangloff, enhanced to indicate whether
to invest -2X, -1X, cash, 1X, 2X, or 3X the S&P 500 index
• Nearly zero correlation to stock/bond markets
• Back-tested return/alpha…outperformance over past 16 years

