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You should read the Fund’s Target Market Determination (TMD) and the Fund’s Product Disclosure Statement (PDS) to ensure the key attributes of the Fund as described in the TMD and PDS aligns with your objectives, financial situation and needs. These documents are available on the Apply Now page on this website.









NovaPort initiated a position in Skydive the Beach (SKB) at
its IPO in March 2015. 




Established in 1999,
SKB has expanded from being the largest tandem skydiving group in Australia to
a broader based, trans-Tasman tourism and leisure exposure with a focus on
adventure activities. 




Including the recently
announced acquisition of Reef Magic Cruises, SKB is expected to generate annual
revenue and EBITDA (earnings before interest, tax and
depreciation/amortisation) of around $118m and $30m respectively by the end of
2018 financial year. These figures represent substantial growth on the $15.4m in
revenue and $3.2m EBITDA posted in 2013. Commendably, this growth has been
achieved whilst paying dividends and without taking on high levels of debt not
withstanding debt financing for Reef Magic.




While still only
relatively early days as a listed company, consistency in messaging and
demonstrable confirmation of its outlined strategy through acquisitions gives
us a high level of comfort regarding management including Anthony Boucaut (MD)
and Anthony Ritter (CEO). We also note the former as founding managing director
is a significant shareholder (~30%) in the expanded group.




Management quality and
skills in execution as well as conservative balance sheets is a key criteria
when selecting companies for the fund. Having said that the primary investment
thesis for us (apart from valuation of course) is SKB’s growth profile.




The purpose of the listing was to facilitate an acquisition
in the tandem skydiving sector which has since been followed up by expansion
into New Zealand and then diversification into associated tourism and leisure
segments which we believe underpins a buoyant long term growth profile.




Two key aspects of
SKB’s acquisition strategy which underpin NovaPort’s investment:




	Earnings accretive
growth. A particularly positive aspect
of its acquisition strategy has been the earnings per share accretion generated
as the new companies join an ever expanding group. That is, it’s not about
sales growth at the expense of profits. Management have been commercially
focused on the bottom line impact as well as the price paid.




	Scale benefits and
cross promotion opportunities: SKB
competes with a large number of businesses big and small. However, its size and
geographic reach affords SKB material scale efficiencies as well as the ability
to offer a level and range of products which smaller, under-capitalised players
would find difficult to match.





Acquisitions to grow
presence in tandem skydiving as well as other associated segments:




	March 2015: Australian Skydive was acquired with funds raised at the IPO in early 2015. The acquisition more than doubled the number of tandem jumps operated by SKB to nearly 90,000 jumps and, just as importantly, opened the Queensland market to the group. Until then revenues were generated in New South Wales, Victoria and Western Australia.

 
	October 2015: Acquired Skydive Queenstown in New Zealand for $15.5m giving the group a 33% share of the national tandem skydiving market. Operating two brands, NZone Skydive and Skydive Paradise and employing over 70 staff, the acquisition added another 23,000 dives at the time of purchase.

 
	June 2016: Adding to its recently initiated New Zealand presence, acquired Skydive Wanaka (close to Queenstown) for $9.7m. Another high growth operator adding 17,000 skydives per annum to the group total.


	 October 2016: First expansion beyond tandem skydiving with the acquisition of Raging Thunder Adventure Group for $15.5m. Specialising in adventure tourism in Far North Queensland, Raging Thunder offers customers activities such as ballooning, canyoning and white water rafting as well as tourism ferry and beach hire operations. 


	 April 2017: The most recent acquisition was Reef Magic Cruises for $15m. Reef Magic offers outer reef snorkel and dive activities across Cairns and Far North Queensland. 





Risks to consider




There are a number of risks that we will monitor going
forward regarding our investment in SKB including:




	Inbound tourism and currency. As a tourism and leisure exposure the volume of inbound tourists and the appeal of Australia as a holiday destination to both Australia and New Zealand can have an impact on volumes. 

 
	Domestic consumer confidence. Given SKB’s products are essentially discretionary in nature we monitor consumer confidence, unemployment levels, retail figures as well as high levels of indebtedness for signs of any cyclical weakening in underlying demand. 

 
	Weather. Especially the case for tandem skydivingwhere adverse conditions may see planes grounded for a period of time. In addition, Queensland’s susceptibility to cyclonic events is likely to have an impact potentially material in any given year.

 
	Reputation and safety. As a provider of adventure tourism activities which always carry risk, albeit minimised to the maximum extent possible with compliance and safety precautions, accidents can still occur. 


	 Growing pains following multiple acquisitions since listing. While reported results since listing evince scale and synergy benefits from expanded operations, it’s not uncommon for companies to miss expectations in the early stages of integration as issues arise that were not foreseen at the time of acquisition. In addition, underperformance can sometime show an acquired company is unlikely to meet management’s expectations over the longer term.  
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	Country*Country
Afghanistan
Åland Islands
Albania
Algeria
American Samoa
Andorra
Angola
Anguilla
Antarctica
Antigua and Barbuda
Argentina
Armenia
Aruba
Australia
Austria
Azerbaijan
Bahamas
Bahrain
Bangladesh
Barbados
Belarus
Belgium
Belize
Benin
Bermuda
Bhutan
Bolivia
Bonaire, Sint Eustatius and Saba
Bosnia and Herzegovina
Botswana
Bouvet Island
Brazil
British Indian Ocean Territory
Brunei Darussalam
Bulgaria
Burkina Faso
Burundi
Cambodia
Cameroon
Canada
Cape Verde
Cayman Islands
Central African Republic
Chad
Chile
China
Christmas Island
Cocos Islands
Colombia
Comoros
Congo, Democratic Republic of the
Congo, Republic of the
Cook Islands
Costa Rica
Côte d'Ivoire
Croatia
Cuba
Curaçao
Cyprus
Czech Republic
Denmark
Djibouti
Dominica
Dominican Republic
Ecuador
Egypt
El Salvador
Equatorial Guinea
Eritrea
Estonia
Eswatini (Swaziland)
Ethiopia
Falkland Islands
Faroe Islands
Fiji
Finland
France
French Guiana
French Polynesia
French Southern Territories
Gabon
Gambia
Georgia
Germany
Ghana
Gibraltar
Greece
Greenland
Grenada
Guadeloupe
Guam
Guatemala
Guernsey
Guinea
Guinea-Bissau
Guyana
Haiti
Heard and McDonald Islands
Holy See
Honduras
Hong Kong
Hungary
Iceland
India
Indonesia
Iran
Iraq
Ireland
Isle of Man
Israel
Italy
Jamaica
Japan
Jersey
Jordan
Kazakhstan
Kenya
Kiribati
Kuwait
Kyrgyzstan
Lao People's Democratic Republic
Latvia
Lebanon
Lesotho
Liberia
Libya
Liechtenstein
Lithuania
Luxembourg
Macau
Macedonia
Madagascar
Malawi
Malaysia
Maldives
Mali
Malta
Marshall Islands
Martinique
Mauritania
Mauritius
Mayotte
Mexico
Micronesia
Moldova
Monaco
Mongolia
Montenegro
Montserrat
Morocco
Mozambique
Myanmar
Namibia
Nauru
Nepal
Netherlands
New Caledonia
New Zealand
Nicaragua
Niger
Nigeria
Niue
Norfolk Island
North Korea
Northern Mariana Islands
Norway
Oman
Pakistan
Palau
Palestine, State of
Panama
Papua New Guinea
Paraguay
Peru
Philippines
Pitcairn
Poland
Portugal
Puerto Rico
Qatar
Réunion
Romania
Russia
Rwanda
Saint Barthélemy
Saint Helena
Saint Kitts and Nevis
Saint Lucia
Saint Martin
Saint Pierre and Miquelon
Saint Vincent and the Grenadines
Samoa
San Marino
Sao Tome and Principe
Saudi Arabia
Senegal
Serbia
Seychelles
Sierra Leone
Singapore
Sint Maarten
Slovakia
Slovenia
Solomon Islands
Somalia
South Africa
South Georgia
South Korea
South Sudan
Spain
Sri Lanka
Sudan
Suriname
Svalbard and Jan Mayen Islands
Sweden
Switzerland
Syria
Taiwan
Tajikistan
Tanzania
Thailand
Timor-Leste
Togo
Tokelau
Tonga
Trinidad and Tobago
Tunisia
Turkey
Turkmenistan
Turks and Caicos Islands
Tuvalu
Uganda
Ukraine
United Arab Emirates
United Kingdom
United States
Uruguay
US Minor Outlying Islands
Uzbekistan
Vanuatu
Venezuela
Vietnam
Virgin Islands, British
Virgin Islands, U.S.
Wallis and Futuna
Western Sahara
Yemen
Zambia
Zimbabwe
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