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Dear Fellow Shareholders, 
 

An often-ignored dynamic that leads to structural mispricing in spin-off and restructuring investments 
is the investment time horizon. Typical (professional) investors are extremely focused on short-term 
investment returns due to the annual compensation system. As a result, many compelling 
investments that lack a short-term catalyst are ignored in favor of investments with perceived 
catalysts within the current calendar year. Investment time horizons are typically intermediate to 
long-term for many spin-offs and restructurings, and returns are often episodic as milestones are 
met. Thus, these opportunities have a much smaller pool of purchasers, which can result in mispricing 
for patient investors.  

Civeo Corporation is an example of a once highly regarded spin-off (2014) that required a variation 
on a restructuring following the oil and coal market collapse in 2014-2015. The original investor base 
has completely turned over relative to the original spin-off, and even those willing to underwrite the 
fallen entity have largely lost patience with the investment. This is precisely the type of investment 
setup that we like in terms of low expectations, low valuation and investor malaise. 

Despite the truly deplorable performance of the stock since the initial equity dilution in 2016/2017— 
it is effectively unchanged over this period—the business is showing signs of improvement. Long-
term debt has been reduced to approximately $115 million this year, compared to nearly $385 million 
at the beginning of 2016. Critically, pre-tax cash flow (EBITDA) has also grown nearly 80% compared 
to the 2017 nadir, and the leverage ratio (debt/EBITDA) has fallen from 4.7x to approximately 1.05x. 
All else equal, the business has been deleveraged, i.e. de-risked from a financial perspective, and 
more cash flow is available to equity holders, yet the stock has not appreciated due to a lower 
multiple on the cash flow.  

To be fair, cash flow generation is currently below our previous expectations, but some of this can 
be attributed to lower industry capital expenditures for Canadian energy and Australian coking 
(steelmaking) coal companies. That being said, it appears that the world may be in critical need of 
both Canadian energy and Australian coal given curtailed supply growth and resilient demand. Yet, 
these are long capital expenditure cycle investments, and companies are loathe to engage in heavy 
spending as an economic cycle is turning downwards. However, once these projects are approved, 
the cash flows are often contracted for many years, or even decades.  

Unfortunately, the time horizon for the cash flow inflection point for Civeo may have been deferred 
yet again. Fortunately, this has resulted in an extremely depressed cash flow multiple and very low 
expectations for the company going forward. Civeo is a unique combination of a spin-off turned 
restructuring investment, that we think is nearing a pivotal inflection point. 
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Spin-Off and Corporate Restructuring Fund 
Top 10 Holdings (%) as of December 31, 2022 

Texas Pacific Land Corp. 64.0%  

Associated Capital Group, Inc. - Class A 4.1%  

CSW Industrials, Inc. 3.6%  

DREAM Unlimited Corp. 3.3%  

Civeo Corp. 3.0%  

GAMCO Investors, Inc. - Class A 1.8%  

Graham Holdings Company - Class B 1.7%  

The Howard Hughes Corporation 0.8%  

Capital Southwest Corporation 0.8%  

PrairieSky Royalty Limited 0.6%  

 

Important Risk Disclosures 

You should consider the investment objectives, risks, charges and expenses of the Fund carefully before 
investing. For a free copy of the most recent Prospectus, which contains this and other information, visit our 
website at www.kineticsfunds.com or call 1-800-930-3828. You should read the Prospectus carefully before you 
invest. Performance data quoted represents past performance, which does not guarantee future results. 
Investment return and principal value of an investment may fluctuate so that an investor's shares, when 
redeemed, may be worth more or less than their original cost. Current performance may be lower or higher than 
the performance data quoted. Please visit http://kineticsfunds.com/ for the most recent month-end performance 
data. 

Portfolio holdings information, if any, is subject to change at any time and is as of the date shown.    

 

The opinions expressed are not intended to be a forecast of future events, or a guarantee of future results, or 
investment advice. Additionally, the views expressed herein may change at any time subsequent to the date of issue 
hereof.  

 

The Spin-off and Corporate Restructuring Fund (the “Fund”) underwent a proxy where shareholders voted to 
approve Kinetics Asset Management LLC (“KAM”) as investment adviser to the Fund, effective December 8, 2017. 
Previously, Horizon Asset Management LLC (“HAM”), an affiliate of KAM, was the Fund’s sub-adviser. The 
portfolio managers of the fund prior to the restructuring are the same portfolio managers that manage the fund post-
restructuring.  In April 2019, KAM and Kinetics Advisers, LLC (“KA”) reorganized into HAM, following which 
HAM was renamed Horizon Kinetics Asset Management LLC (“HKAM”).  KAM, HAM and KA were all wholly-
owned subsidiaries of Horizon Kinetics LLC, and HKAM will remain a wholly-owned subsidiary.   As such, the 
Fund’s investment objective and investment strategy have not changed. 

 

The Fund is classified as a non-diversified fund. Therefore, the value of its shares may fluctuate more than shares 
invested in a broader range of companies. In addition, investing in foreign securities involves more risk than just 

http://kineticsfunds.com/
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U.S. investments, including the risk of currency fluctuations, political and economic instability and differences in 
financial report standards. There may also be heightened risks investing in spin-off companies. Such companies are 
generally newly formed and may not have a track record upon which to evaluate management’s experience or 
historical balance sheet information upon which to evaluate its financial strength. There are also risks associated 
with investing in small and medium sized companies whose share values may fluctuate more than larger companies. 
You should consult the Fund’s prospectus for a complete list of risks associated with your investment. 

 

International investing presents special risks, including currency exchange fluctuation, government regulations, and 
the potential for political and economic instability. Because smaller companies often have narrower markets and 
limited financial resources, they present more risk than larger, more well-established companies.  

 

The S&P 500® Index represents an unmanaged, broad-based basket of stocks.  It is typically used as a proxy for 
overall market performance.  S&P 500 returns assume that dividends are reinvested.  

 

Unlike other investment companies that directly acquire and manage their own portfolios of securities, the Funds 
pursue their investment objectives by investing all of their investable assets in a corresponding portfolio series of 
Kinetics Portfolios Trust.  You will be charged a redemption fee of 2.0% of the net amount of the redemption if you 
redeem or exchange your shares 30 days or less after you purchase them.  

 

Distributor: Kinetics Funds Distributor LLC is an affiliate of Horizon Kinetics Asset Management LLC, and is not 
an affiliate of Kinetics Mutual Funds, Inc.  


