3. Piper Alderman Class Action

1 understand that Piper Alderman i coniinuing to orogress the claims available to Unit Holders in
relation to the Fund's demise. Unit holders wishing to be part of the anticipated action should
contact Wiliiam Nolan on (02} 9253 9921 or email wnolan@piperalderman.com. au.

4. Receipts and Payments

| provide below a summary of the Receipts and Payments of the Fund for the period from 1
February to 31 March 2013,

fy at Bank 4,513,673.44

Opening Cas

interest Income 1 7,4.20

Investment Income - Wonderkids Pty Ltd 10,000.00
Loan Recoveries:
Corymbia Estates Pty Ltd 4¢,000.00
Rosea Pty Lid 36,666.66
Spottiswood, Graham (A Bankrupt) 100,00
Valencia Grove Pty Ltd 185,750.00 262,516.66
Total Receipts 289,859.86

Bank Charges 38.90
Distressed Loan funding:

Bogthers Pty Ltd 18,035.60
Checlling Pty Ltd 34,811.10
Corymbia Corporation Pty Ltd 52,717.50
Corymbia Estates Pty Ltd 198.00
East Coast Pty Ltd 7,973.86
Gonfanon Pty Ltd 44,770.56
National Resorts Corporation 22,751.79
Newton, Kristine Lorraine 1,650.00
Spottiswood, Graham {A Bankrupt) 912.23
Toowocmba (Foundry Shopping Centre) Pty Ltd 14,010.28
Tweed Central Pty Ltd 1,109.45
valencia Grove Pty Ltd 11,694.70
Western Land Corporation 18,131,75
Windser Twrf Pty Ltd 37,213,63
Wirrina Cove - Advances 107,833.05
- Legal Fees 292,440.47

5
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- Sundry 1,554.30
- Valuation Fees 11,900.00

Insurance

IT expenses
Legal Fees
Office Rental charge
Wages & associated reimbursements
Total Payments

Closing Cash at Bank

679,708.19
726.93
11,394.36
24,670.15
10,856.02
16,509.04
743,897.59

4,059,635.71

! note that the ‘Distressed Loan Funding’ relates to marketing costs, agents’ fees, consultants’
fees, legal fees and rates and land tax. The incurring of these costs-are considered essential in

terms of succassfully realising the assets subject to the Fund's securities.

5. Estimated Return to Investors

| provide below an estimated return to Investors of between 12 and 16 cents in the dollar as at

158 April 2013 as follows:

Cash at Bank ' ' 4,059
Estimated selling prices 34,290
Less:

Bank guarantees (1,100}
Selling costs (3.5% of sale price) {1,200)
Other lozn (3,300)
Land tax & rates (8,300}
Other unsecured creditors {800y
Receiver's fees (678}
Estimated net amount available to investors as at 15 Aprif 2013 22,774
Total investor units 193,916
Estimated return in the dellar G.12

4,059
42,390

(1,100)
{1,484)
(3,300)
{8,500}
(600)
{678)
30,787
193,916
6,16

The above table does not take into account future operating costs, Interest on the other loan,
future Receivers Tees and rates and land tax. [t alse excludes any legal recoveries against

borrowers, valuers or other third parties.



With the majority of the remaining properties now subject to contract/under offar, | have used
the contract/offer prices as the low and high estimated selling ranges. This has had the result
of 'firming up' the tow estimate which has increased from 11 cents to 12 cents in the dotlar and
reduced the high estimate from 18 cents to 16 cents in the dollar as provided in my last report

dated 28 February 2013.

The timing of an interim distribution to investors will be dependent on settlement of the highest
value properties at Wirrina Cove, Collingwood Park, the Toowoomba foundry and Cornwallis and

Richmond.
The majority of the Wirrina Cove properties/assets are expected to settie by June/Juty 2013.
If Collingwood Park settles on the contracted date of 31 August 2013 (with no extensions

required) and Toowoomba, Cornwallis and Richmond properties are seld, [ will be in a position to
commence distributions in September 2013,

The distribution to investors will take place after paying secured creditors, land tax, rates,
Receivers fees and the unsecured creditors who rank ahead of Investors’ interests,

6. Receiver’s Remuneration and Expenses

i attach a summary of my current remuneration and outlays outstanding for the period from 1
September 2012 to 31 March 2013, My remuneration incurred during this pericd totals $678,432
plus outtays of $38,177.13 plus GST.

| anticfpate that my next application for approval of my remuneration will be heard in May 2013,

A copy of my application in this respect will be posted to the websites www. equititrust.com.au
and www.equititrustincomefund.com.au and investers will be notified when this application has

been lodged.

7. Updating your contact details
If Investors wish to update their postal address or bank details, a request should be submitted in
writing to the following address.

Equititrust Income Fund (Receiver Appointed)

/- BDO
GPO Box 4578rishbane QLD 4001

8. Future Reports

As 34 of 46 properties have been sold and the majority of the remaining properties are subject
to contract/under offer, then in order to reduce costs, | intend issuing reports to investors every

two to three months rather than monthly.
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9. Queries
The Bundall office witl be closed on 30 April 2013 and therefore any queries should be directed
to Andrew Want of this office who can be contacted as follows;

Phone: 07 3237 5999
Email:  andrew. want@equititrustincomefund.com.au

Should Investars have any queries in relation to the winding up of the Fund, they should contact
my office on (07} 3237 5999 or by email at info@bdo.com.au.

Yours faithfuily,

~7 David Wiyte
Receiver
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P - 92

SUPREME COURT OF QUEENSLAND

REGISTRY: BRISBANE
NUMBER: BS 10478 OF 2011

IN THE MATTER OF EQUITITRUST LIMITED (RECEIVERS AND MANAGERS
APPOINTED (IN LIQUIDATION) ACN 061 383 944

Applicant: EQUITITRUST LIMITED (RECEFVERS AND MANAGERS
APPOINTED (IN LIQUIDATION) ACN 061 383 944
AND

Respondents: THE MEMBERS OF THE EQUITITRUST INCOME FUND ARSN 089

079 854 AND THE MEMBERS OF THE EQUITITRUST PRIORITY
CLASS INCOME FUND ARSN 089 79 729

ORDER
Before: Justice JS Douglas
Date: 12 June 2013

Initiating Document; Application filed-16 May 2013
THE ORDER OF THE COURT IS THAT;

i, Pursuant to subparagraph 3(d) of the Order of the Honourable Justice Applegarth made on 21
November 2011 and subparagraphs 5(c) and 6(¢) of the Order of the Honourable Justice
Applegarth made on 23 November 2011, the remuneration of David Whyte, for the period 1

September 2012 to 30 April 2013 be fixed in the amount of $842,843.10 (inclusive of GST);

and

The costs of and incidental to the application filed on 16 May 2013 be costs in the winding up

[N

and the receivership of the Equititrust Income Fund, to be paid out of the assets of the

Equititrust lncome Fund,

Signe ; ;/ - l,ﬂ _

EOrders L GADENS LAWYERS
" Filédon behalf ofifhe court appointed receiver Level 11, 111 Fagle Street
“Form 59 Re661 BRISBANE QLD 4000
Sy e Tel No.; 07 3231 1666
- Fax No: 07 3229 5850
SZCJSK:20120478 1

BNEDOCS Draft Ovder dated 12 June 2013 (33123

N
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HALLCHADWICK &'

Chartered Accountants and Business Advisers

12 April 2012
BRISBANE
Level 19
V44 tdwaord Streed
Brisbane QLD 4000
Australic
Ph: (6173 3211 1250
REPORT TO CREDITORS OF (61 30 1047
GOLD COAST
' Ph: [617) 5538 2322
EQUITITRUST LIMITED . (617) 2696 8469
RECEIVE YO
( R APPOINTED) Ph: {612} 9263 2600
;o [612) 9263 2800
(ADMINISTRATORS APPOINTED) PARRAMAITA
Ph:(619) 9687 2100
(RECEIVERS AND MANAGERS APPOINTED) - Fxr 1612} 9687 2900
PENRITH
£f 5
(“the Company”) Ph: (612) 4721 8144
Fx: [612) 4721 8155
A.C.N. 061 383 944 MELBOURNE
Ph: (613 8678 1600
Fx: {613] B678 1499
PURSUANT TO SECTION 439A PERTH
PR (618) 9489 2540
OF Fx: {618) 9482 2542
PARTNERS
THE CORPO RATIONS ACT 2001 Drew Townsend
David Kenney
Richard Albarran
Gino Mdlacca
Paul Leroy
Administrators: Richard Albarran éi‘ev?r;'_GIidman
Blair Pleash S0 Pioosh
Glen Oldham David Ross
Graham Webb
Domenic Calobretta
Contact for gueries; Jovan Singh Bill Petfrovsid
ASSOCIATES
Contact phone number: (02) 9263 2600 Sally Sacd
. David Ingram
Lyle Vaoliance

A member of AGN
interncitional Lid, a
waorldwide association
of seporate and
independent
accounting

and consuting firrms

www.hallchadwick.com.au

SYDNEY = MELBOURNE « PERTH = BRISBANE » COLD COAST « PENRITH » PARRAMATTA

Liability fmited by o scheme aporoved under Professtonal Stondards Legisiation.
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HALLCHADWICK %

4

Report to Creditors under Section 439A of the Corporations Act 2001

1.0  GLOSSARY

[ Abbreviation

Term

Adminisirators

Richard Albarran, Glen Oldham and Blair Pleash

AFSL Australian Financial Services License
AIPAAP Al Prior and After Acquired Property
ASIC Australian Securities and Investments Commission
ATO Australian Taxation Office
|_Balmain Balmain NB Corporation Limited
BOO Bank of Queensland
BOSI Bank of Scotland International
| CBA Commonwealth Bank of Australia
CFC Capital Finance Corporation

Company Search

Company Search of ASIC data base

court appointed

David Whyte of BDO

Receiver
Deed Deed of Company Arrangement
DIRRI Declaration of Independence, Relevant Relationships and
| Indemnities
ECGA ECG Administration Pty Lid (in Liguidation)
EiF Equlititrust income Fund
EPCIF Equititrust Priority Class Inceme Fund
| EPF Equititrust Premium Fund
ERV Estimated Realisable Value
Fy Financial Year
GFC Global Financial Crisis
IBS Investor Briefing Session
Lion Lion Advantage
LVR Loan tc Value Ratio
MM Holdings MM Holdings Pty Lid (Recelvers and Managers Appointed)
NAB National Australia Bank
NSW New South Wales
NSX National Stock Exchange
NTA Nei Tangible Assets
POD Proof of Debt
PPSR Personal Properly Securities Register
QLD Queensiand
RATA Report as to Affairs
RCPS Redeemabie Convertible Preference Shares
RE Responsible Entity
the Act Corporations Act2001

the Company

Equititrus! Limited {Receiver Appointed)
{Administrators Appolinted) (Receivers and Managers Appolnted)

the court Supreme Court of Queensland

the Direciors Mark Mclvor, Ross Honeyman and David Hickie
Trilogy Trilogy Funds Management Limited

VAGL Venture Axess Group Limited

Westpac Westpac Banking Corporations

Ginsoivencylinsol2 CpntsiEQUILAIS9 CR Dealing with credilersiCreditor Clrgidars (CCIMI0A Reportil3 - Section 430A Report 120412 docx
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HALLCHADWICK,

2.0  BYNOPSIS

I note that this report has been prepared In accordance with the Seclion 438A of the
Corporations Act 2001 and the Insolvency Practitioners Association Guidelines which
requires Adminisirators to address and detail a number of issues thal arise during the
Administration. The following has been prepared as a summary of the key points in this
report.

2.1 Financial Position

The following is the estimated asset and fiability position of the Company:

o Description Amount {§)
Assets
Cash at Bank 179,464
Sundry Deblors 2571833
Other Receivables ' 628,771
Due from Controlled Entities 1,112,608
Due from Related Entitiss 2,666,801
Shares 8 Other Securities 343977
Other Assets 185 848
Total Assets 7,689,160
“Liabiiities
Secured Creditors 17,136,498
Unsecured Creditors 69,064,522
Total Liabilities 86,201,020
i Contingent Creditors Unknhown

investigations conducted and discussed in this report indicate that the estimated return fo
unsecured creditors of the Company ranges between nil to 7 cents in the dollar, This however
is based upon the realisation of the abovementioned assels.

22 TheFunds

fn addition te trading in its own right with respect to varlous investments the principal
business activity of the Company was to acl as a Responsible Entity (RE'} and
manager/custodian of the following managed investment schemes:

«  Equititrust income Fund ('EIF)
o Estimated return to unit holders between 34 to 46 cents in the dollar
o Contact David Whyte of BDO In regards to the current vaide and status of

your investment

= Equititrust Priority Class Income Fund (EPCIF'};
o Nil expected return to unit holders
o Contact David Whyte of BBO in regards to the current value and status of

your invesiment
«  Equititrust Premium Fund ('EPF').
o Estimated return to unit holders between nil to 0.1 gents in the dollar

o Contact Henry McKenna of McGrathNicol in regards o the current value and
status of your investment

Whilst reading this raport unitholders should note the following key points:

e Your investment is not in the Company but rather funds for which the Company is a
responsibie entity for

GtnsoivencytinsalZ CHents EQUILNES TR Deafing with arediiorsiCradior Circulars (CC)WI8A Reporit13 - Section 4394 Repert 1204 12.docx
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HALLCHADWICK &'

o This report provides & summary of the current position and expected return on your
Investment in section 7 of this report

o A number of unitholders have raised the possibility of having the Company replaced
as the responsible entity of EIF, This s discussed further in section 14 of this report.

+ The forthcoming meeting is not being convened to pass a resolution in regards to the
replacement of the Company as the responsible entity. Unitholders may complete the
form at Annexure F to indicate their preference which will guide the Administrators as
to whether any further action is taken with respect to this issue.

« Further to a refum from your unlt holding in your respective fund, there are also
potential claims that you may have against the Company and its directors for which
you are contingent creditors. These are discussed further in section 10.3 of this
report.

2.3 Investigations & Liligation

As part of the invesligations required the Administrators have identified a number of offences
with respect to the Corporations Act and also a number of voidable transactions relating to
unfair preferences and uncommerdial transactions which have been detailed in this report.
The Administrators have noted that Public Examinations will however be required to gather
further evidence with respect to these prior to commencing any tegal action.

2.4 Administrators’ Recommendation

The Administrators have recommended that the Company be placed into Liguidation at the
forthcoming meeting of creditors.

25  Meeling of Creditors
Time: 11.00am

Date; Friday 20 April 2012
Location: Watermark Hotel & Spa Gold Coast, 3032 Surfers Paradise Boulavard, Surfers

Paradise, QLD, 4217
Teleconferencing facilities have also been arranged for creditors which are located interstate

and details of this are available in this repori.

The above is intended as a brief synopsis of the Administrators Report pursuant to
Section 4394 and creditors should review the report in its entirety.

This space has been left blank intentionally
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HALLCHADWICK

3.0  INTRODUCTION

Richard Albarran, Glen Oldham and | were appointed Administrators of the Company under
Part 8.3A of the Corporations Act 2001 {'the Act’) on Wednesday 15 February 2012 by the
Directors of the Company.

Further to the above | also nole the following appointmends in regards to the Company andg
related entities:

| Date Entity Appaintee Capacity Appointor
i BDO Pursuant to
24172011 | Equititrust Income Fund David Whyte Receiver Court Order
FERRIER HODGSON . ;
4 " - o Recalvers and National
160212012 Equititrust Limited Witliam Colwell Managers Austratia Bank
- Gregory Molonay
Equititrust Limited in its MCGRATHNICOL Rank of
21/02/2012 capacity as manager of Jamie Harris Receivers and Scotiand
the Equititrust Premium John Cronin Managers coua
Intarnational
Fund Joseph Hayes

The purpese of the appointment of an administrator is to allow for an independent insolvency
practitioner to fake control of and investigate the affairs of an insolvent company. During that
time creditors’ claims are put on hold. At the end of that period the administrator is reguired to
provide creditors with information and recommendations {o assist creditors to decide upon
the company's future.

Pursuant to Section 439A(1} of the Act, an administrator is required to convene a meeting of
creditors within the convening period as provided by Section 438A(8) of the Act. Section
438A(6) of the Act provides that the Court may extend the convening period by an application
made by the Administrators of the Company.

On 7 March 2012, | made an application to the Supreme Court of Queensland for the
extension of the convening period in accordance with Section 438A(6) of the Act. The
application was made on the basis that the convening period established by the Act did not
allow me sufficient time to conduct adequate Investigation into the following issues:

« Investigations into the contingent claims of the Company;

e Investigation to ascertain related party refationships and relevant transactions;

« Complications arising from relevant appeoiniments and interplay of respective
appointees duties;

e A review of the Company's insurance -~ Directors & Officeholders Policy and Liabifity
Policy to determine scepe of cover and any applicable exclusions;

s Investigations into the management fee for the 2011 financial year and the validity of
a purported waiver of such fees;

« Investigations surrounding aflegations raised by the Australian Securities and
Investments Commission ( the ASIC') with respect to the following:

o Breach of Section 601FD(1} of the Act by Mark Mcivor with respect to
improper use of his position as an officer of Equititrust for personal benefit fo
the detriment of unit holders

o Breach of Section 801FD{1) of the Act by Mark Mclvor as he did not act
honestly in dealings with various borrowers, foans and properies in the EIF

o Breach of Section 208, 801FD(1) and 1021C of the Act by Mark Mcivor in
amending the constitution without disclosure to unit holders o the detriment
of unit holders

o Breach of Section 875 of the Act by Mark Mclvor in failing to disclose varicus
transactions to unit holders which would have had an impact cn the value
and interest of the unit hofder investments

»  Trestment of unit holders as shareholders or creditors and accordingly whether they
have a vote with respect to the future of the company; and

= Investigations inlo a new Responsible Entity inciuding discussions with three
potential parties who are interested in becoming a new Responsible Entity of the
funds,

Gilnsolvencylinsel2 ChantsiEQUILAAY CR Dealing with crediters\Creditor Circulars (CCMMIGA Reperit1d - Saclion 4304 Raport 1204 12.doex
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HALLCHADWICK:

The Court granted my application and extended the convening period to Friday 13 April 2012,

The purpose of this repont is therefore to provide creditors with sufficient information for them
to make an informed decision about the future of the Company, including:

e background information about the Company;

s the results of my investigations,

+ the estimated returns o creditors;

« the options available to creditors and my opinion on each of these options,

fn the time avasilable to me, | have undertaken the following investigations {o prepare this
report and formulate my opinion;

= Conducted an investigation into the affairs of the Company utilising the books and
records held by the Company;

e lssued demands to deliver books and records of the Company to various parties;

¢ Attended Company premises to review and take control of Company records;

o Held numerous meetings and discussions with the Company's Directors’;

¢ Held numerous meetings and discussions with staff empioyed/contracted by ECG
Administration Pty Ltd (in Liguidation) which was subject to a Service Agreement with
the Company;

= Held numerous meetings and discussions with representatives of the other
appointees identified earlier;

« Meeting with King & Wood Mallesons on behaif of NAB, Gadens Lawyers on behalf
of BDO, BDO and Ferrier Hodgson to ascertain the scope of the respective external
adminisirators appoiniments;

= Considered and if appropriate acted on information supplied by third parties, in
particutar with respect to insurance issues, various breaches of the Corporations Act
and ailegations against the Company and its current/former Directors;

« Held various meetings and discussions with lawyers with respect to a number of
litigious issues;

¢ Attending to enquiries from unit holders of the funds for which the Company is &
Responsible Entity {RE") via the use of an investor enquiry line and email address;

e Lialsed with other potential REs in regards to future management of the funds;

¢« Reviewed the management accounts and externally prepared financial statements of
the Company;

«  Reviewed the validity and quantum of secured creditor claims;

» Reviewed records with respect to the funds managed by the Company in order to
gain an undersianding of these and their respective asset portfolic to determine
possibility of a new Responsible Entity;

« Discussions with government authorities regarding various regulatory issues;

+ Meeting with ASIC enforcement officers fo discuss the Administration, ongoing issues
and the fulure direction of the appointment;

e Assessment of admissibility and guantum of contingent claims of the Company;

= Investigations into refated party relationships and relevant transactions;

¢« Review of the Company's insurance - Directors & Officeholders Policy and Liability
Policy to determine scope of cover and any applicable exclusions;

e Circumstances surrounding ihe recovery of management fee for the 2010/2011
financial year and the vaiidity of a purported waiver of such fees:

« Iinvesfigations surrounding allegations raised by ASIC as identified eartier,

| note that whilst | have conducted investigations into the above issues these are not
conciusive and will continue following the forthcoming meeting of ¢reditors, This however has
not prevented me from being able to provide sufficient, meaningful information in this report
or from being abie 1o form an opinion on what is in the creditors’ best interests,

At the meeting of creditors to be held on Friday 20 April 2012, credifors will be asked to make
a decision by passing a resolution in respect of options available to them, in this report |
have recommended to creditors that the Company go into liquidation and detailed why
this option is, in my opinion, in creditors’ best interests,

Gilinsalvencyiinsal? Clients\EQUILATES CR Dealing with creditorsiCreditor Creutars (CCYMI9A Roporti3 - Section 439A Report 1204 12.ducx

914



HALLCHADWICK

S

4.0  ADMINISTRATORS' PRIOR INVOLVEMENT

The Pariners of Hall Chadwick have not received any payments as an inducement for the
acceptance of this appointment and the Partners of Hall Chadwick have nol paid any
inducement to secure this appointment.

Hati Chadwick is not a creditor of the Company or its Directors, past and present. The
Administrators are not disqualified from acting as Administrators, Liquidators or Deed
Administrators of the Company by virtue of the provisions of the At or any other rules.

i refer creditors to the Declarstion of Independence, Relevant Relfationships and Indemnities
which was attached fo my previous report lo creditors and tabled a! the initial meeting of
creditors in accordance with Section 436DA of the Act,

For the purposes of disclosure, | note that we, Richard Albarran, Glen Cidham and |, have
been appointed to act as Administrators of ECG Administration Ply Ltd. | also note that
Richard Albarran, David Ross and | have beer appointed to act as Administrators of Wirrina
Resort & Conference Centre Py Ltd. | advise that this refationship does not pose a threat to
our independerice due to the following:

¢ Neither Richard Albarran, Glen Oldham and | have had previous dealing with the
Directors other for the purposes to discuss the relevant appointmenis; and

¢ Neither Richard Albarran, Gien Cldham, David Ross (appointee of Wirrina Resort &
Conference Centre) and I, nor our firm, have provided any professicnal services to
the Company and its asscciated entities in the previous 24 months.

Section 448C(1){b) of the Act envisages the possibility that related corporations may share
common Administrators without giving rise to a confiict of interest.

Further to the above you will be aware that in the DIRR! it was noted that the Directors of the
Company had agreed to indemnify me for the payment of professional fees and
disbursements in the amcunt of $30,000 plus GST each week the Administrators and Deed
Administrators were appeinted to the Company far payment of their fees and expenses in
regards to that appointment should sufficient funds not be recovered during the appointment
to cover payment of these fees and expenses.

It is my understanding the directors do not have the capacity to honour this indemnity and
accordingly it is unfikely that there witl be funds available to the Administrators pursuant to
this indemnity,

§.0 BOOKS AND RECORDS

Creditars should be aware thal an Administrator is requived to conduct an investigation into
the position of the Company. In doing so, a review has been conducied of the books &
records of the Company in my possession.

Section 286 of the Act provides that a Company must keep written financial records that;

a) correctly record and explain its transactions and financial position and

performance; and
b) wouid enable true and fair financial statements to be prepsred and audited.

Subsequent to my appointment | have issued demands for the following parties to provide me
with the books and records of the Company:

»  Mark Mclvor, Ross Honeyman and David Hickie ('the Direclors’),
s KPMG (the Company's auditors);

e Tucker & Cowen Solicitors; and

«  Nyst Lawyers.

On 8 March 2012 KPMG responded noting that they will require 28 days to provide the books
and records as per the notice. In further correspondence from them on 27 March 2012 they
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indicated that their files "will likely consist substaniially or entirely of documents or copies of
decuments that are KPMG's property and are confidential to KPMG.” They also advised that
they can cenduct a review of their fles to determine whether thay do hold any books of the
Company however such a review would cost $6,405 {excluging GST). | have not requested
such a review due {o the cosis involved and the kkelihcod that 2 malority of documents will be
claimed as confidential by KPMG. If necessary | will require production of such documants in
accordance with an examination process discussed in furiher detail in Section 12 of this

report.

On 8 March 2012 my staff received a response from Mr Tucker of Tucker & Cowen Solicitors
that all matters ha is working on relate to the EIF and accordingly the court appointed
Receiver is knowledgeable on these. Accordingly no documents were provided however Mr
Tucker advised that he can attend a meeting to discuss the litigation that his firm had been
dealing with. T have not proceeded with a meeting with Mr Tucker as the updates can be
provided by the court appeinted Recejver.

I note that 1 am currently awaiting a response from Nyst Lawyers in regards to the request for
books and records.

The Direclors have advised that all books and recerds of the Company were stored on the
business premises and the Administraters have had access to these during the course of the
Adminisiration. Due to the limited timeframe of the Administration my staff has not been able
o review all documents available. The books and records identified and reviewed {c date

comprise of the following:

e Various minutes of meetings of shareholders and directors;

«  Exiernally prepared and finalised audied financial statements for financial years
ending 1986 to 2010,

«  Company's management accounts {MYOBY);

the Company's bank accoun! statements with National Australia Bank and other

banking records;

Aged payable records and creditors invoices;

ATO correspondence, BAS records and running balance account;

Fixed assets register,;

l.ease documents,;

Insurance documents;

Asset schedule;

e a & & # a

Given the size and nature of the business operated by the Company, it appears that the
Company's books and records are adequate to comply with Section 286 of the Act,

This opinion on the adequacy of the Company's books and records is an inifial opinion based
on investigations that have been carried out over a limited period of time. In providing this
opinion, 1 note that an audit has not been completed {nor will an audit be completed) of the
Company's financial records. Because of the short time period as prescribed by the Act for
this report to be completed | have only reviewed the books and records of the Company
relevant to the preparation of this report.

6.0 BACKGROUND INFORMATION

A search of the ASIC data base (“Company search”) has shown that the Company was
incorporated on 18 August 1893, Prior {o the appointment of Administraiors in addition to
trading in its own right with respect {o various investments the principal business activity of
the Company was to act as a Responsible Entity (RE) and manager/custodlan of the
following managed invesiment schemes:

e Equititrust Income Fund {('EIFY

= Equititrust Priority Class Income Fund (EPCIF'); and

s Equitifrust Premium Fund (EPFY,
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These funds are discussed further in section 7 of this report, A series of events have led to
the Company's role as RE of these funds diminishing and this is discussed further in section
8.2 of this report,

The Company conducted its business from premises located at Level 1, 65-67 Thomas Drive,
Chevron istand, Surfers Paradise which was also the Company's ragistered office. i note that
Company did not own the premises but leased them from a related entity, MM Holdings Pty
Lid {Receivers and Managers Appointed). | note that William Colwell and Gregory Moloney of
Ferrier Hodgson are also appointed Receivars and Managers of this entity,

Further to the above, information retrieved from the ASIC database end Company records
indicates that the Company is a parent enlity for a number of entities as follows:

-

Equititrust Limited

i DR S
SR
EgEthiloan : Landsobve 5
SecuratisiiéNo Z Pty Asscciates Pty Ltd Landsalve Pty Ltd

Whilst investigations info the financial position of these subsidiaries are continuing the
foliowing preliminary comments can be made with respect to each:

Company Commants
As noted above Richard Albarran, Glen Cldham and | are also
ECG Administration Pty Ltd appointed Administrafors fo this company. On Monday 27
{in Liguidation) February 2012 at 2 major meeting of creditors this company was

wound up and we were appointed Liguidators.

Investigations indicate that this is a non-trading entity which holds
Equitiioan Securities No 2 Pty Lid | a small number of units t¢ establish funds {i.e. Equititrust Priority
Class Income Fund) and also shares in WIPA Pty Ltd,

Former staff has advised that this entity holds a real astate
, ficence which may have been removed, operates a general bank
Landsolve Associates Pty Ltd account and a lrust account and previously operated Wirrina
Cove Real Estate.

This is a holding company for a number of companies created for
specific projects as discussed below. it also holds 2 Heads of
Landsolve Py Ltd Agreement and is a proposed contracting party for a loan enterad
into by EIF.

Landsolve Py Lid is a parent entity for a number of other special purpose vehicle entities as
foliows:

Landsoclve
& Pyl

e ——
. Landsolve Land_se!ve tandsolve |
@ (ChapelSt) § £ (Mackay) = (Tweed) Pty Nominees
i Ptyltd | % PtylLid : Pty Ld
Company Comments
This is & non-trading entity which Is alleged to have defaulted under
Twead Curimbah Pty Lid a Put & Call Option over & property neighbouring a development
held as security by EIF,
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This is a non-trading entity which was intended to be the contracting
ECG Border Park Pty I.td party for a transaction entered into pursuant fo an EiF loan however
] this currently is In place with Landsolve Pty Lid,

Landsoive {Chapel SY Pty Ltd | This is » non-frading entity and holds no assets,

This 18 a non-trading enfity and holds an optich over a property
neighbouring a development held as security by EIF

This is a non-trading entity however is the development manager of
Landsolve {Tweed) Pty Ltd a deveiopment in an EIF asset and holds a Power of Attorney from a
borrower in an EIF loan, Tweed Centrai Pty Lid.

Landsolve Nominess Pty Ltd | This is a non-irading entity and holds no asseis,

Landsolve (Mackay) Pty Ltd

A review of the financials of those entities that maintained them indicates there is minimat
value fo the shareholding of these entities,

6.1 Directors and Secretaries

The Company search indicates that the current Directors and Secretaries of the Company
are as follows:

Name Position Appointment Date
- Mark Mclvor Director 21 November 2011
Ross Honayman Director & Secretary 21 November 2011
i David Hickie Director 12 January 2012

During the tast fwo years the directors of the Company were as follows:

Name Commence Cease
Mark Molvor 1-Jul-85 13-dun-11
Thomas Haney 3-Jui-00 3-Sep-10
Wayne Mcivor 10-Aug-00 | 14-May-10
David Kennedy 14-May-10 14-Jun-11
David Tucker 3-Sep-10 11-Qct-11
Craig Treasure 12-Oct-10 16-Cct-11
John Goddard 12-Oct-10 17-0ct-11
David Jackson 28-Jui-11 17-0et-11
Harvey Parker 11-Oct-11 12-Cct-11
Warwick Powell 11-Oct-11 | 21-Nov-11
Troy Bingham 12-0ct-11 | 21-Nov-11
Jeffrey McDermid 17-Oct-11 1 21-Nov-11
Paul Vincent 24-0ct-11 21-Nov-11
Stacey Mclvor 21-Nov-11 16-Dec-11

6.2  Shareholders

A company search indicates 500 ordinary shares issued to Mark Mclvor paid up to an amount
of $4,087,385.

8.3 Registerad Charges

The Company search and a search of the Personal Property Securities Register (PPSR')
indicate the existence of registered charges and securities which can be summarised as

foliows:

Type of PPSR Registration Date Date
Charge hoider ngrge" Ng, Created Registered
Comm";‘i‘:’;f;ﬁ?a[aa”“ of AIPAAR | 201112170128171 | 2/08/2004 |  3/08/2004
RBARE T Z0TT12125004881 | T4M/A005 | 22/12/3006
National Australia Bank AIPARE | 201112150651025 | 28/1172003 | 16/1272003
Limited AIPAAE | 20111290402843 1 : :
AIPAAE | 207 112204030885 : =
APAAE | 20111217010a065 | 27004 | T a00A
BOS International (Australia) | AIPARP | 301112160773080 | 13/06/2007 | 15/08/2007
Lid RIPARE | 201101607706 Tae/2007 | T5/0a/a007
AIFAAE | 201201 120886165 : :
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[ AIPAAP 201201120580280 * .
General | 1100120680365 . .

tntangible
Capital Finance Corporation
(Australia} No. 1 Pty Ltd AIPAARP 201112130758358 24/12/1998 24/12/1699

ECG Funds Management Ltd AHPAAP 201112280100877 20112/2010 20/12/2010
as Custodian for Equititrust
Lid as Responsible Entity for
the Equititrust Priority Class
income Fund

* Charge document not locatable on PPER
* ARPAAP stands for All Prior and After Acquired Property

7.0 RESPONSIBLE ENTITY

As previously noted the Company acted as RE and manager/icustodian of three 3 funds. it
was able to act as both an RE and the managericustodian as a resull of it mesting the
minimum net tangible asset requirements of a custodian,

7.1 Equiitrust income Fund {(Receiver Appointed) ('EIF")

The EIF (ARSN 088 079 854) is a registered managed investment scheme established under
Chapter 5C of the Corporations Act which has been open fo investment since 1899,
Investigations indicate that EIF invested in mortgage loans secured by first mortgages on real
property and cash investments. David Whyte of BDO was appointed Receiver of EIF
pursuani to Supreme Court orders on 21 and 23 Novemnber 2011,

As at the date of our appointment there are 203,634,856 investor units in £IF held by
approximately 1620 unit holders, The estimated unit value as at 31 December 2011 as per
the BDO report dated 1 February 2012 is as follows:

Description Amount
Low High
$000's | $000's

ﬁétimates setling prices of assefs 93,316 | 119,065
;

Selling Costs - marketing and agents fees (3.266) {4,187}

Secured Creditors (12,100} | (12,100)

Land Tax and Rates (7,200} 1 (7,200)

Other Unsecured Creditors {1,600y 1 (1,600}

Raceiver's Fees (115 (115

Net Reallsabie Value (est.) 68,634 93,883

investor Units 203,635 | 203,635

Value/ Unit (est.} 0.34 0.46

The above calculations are based on funds generated from the selling of assets as opposed
to the recovery of loans outstanding from borrowers. This is as a rasult of a majerity of the
borrowers being in default and having had enforcement action commenced against the
underlying securities. Accordingly the smount expected to be recovered is of the underlying
securities and not the value of the loans,

The difference in the available assels from the above calcuiations and the historical book
values of the funds is as a result of an impairmeni adjustment recommended by the fund
auditors {KPMGY) to the EIF asseis (being the decrease in value of the underlying securifies
of the loans). Pursuant to the Australian Accounting Standards Board (AASE') standard 136:

an enlity must ensure that its assefs are carried at no more than their
recoverable amount, An assel is carried af more than its recoverable amount if
its carrying amount exceeds the amount fo be recovered through use or sale of
the assel. If this s the case, the assel is described as impaired and the
Standard requires the entity to recognise an impairment ioss,
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Accordingly KPMG recommended an impairment of $167.5106,094 to the assel balances in
the draft annual report for the 2011 financial year which was a significant contributing factor
to the reduction of the report net asset value of the fund. A comparison of the financial
statements for the fund below indicates the fall in the assets of EIF and also the increase in
the expenses incurred during the 2011 financial year.

Annual Report
30 June 2019 ($)

Oraft Annual Report
30 June 2011 (3)

Revenue 36,378,860 30,327,145
 Expenses 6,316,234 -174,274,588
Profits From Operations 30,062,626 -143,947,.441
Finance Cosis -30,082,626 -13,106,883
Net Profit/{Loss) 0 -157,054,334

Annual Report

Draft Annual Report

30 June 2010 ($) 30 June 2011 (§)
Assats
Current Assets 107,900,711 106,702,281
Non —~ Current Agsels 173,736,554 0
Total Asséts 281,637,265 106,702,281
Liabilities
Current Liabilities 38,880,987 20,121,659
Non-Current Lighitltles 242,756,198 86,580,522
“Total Liabilities 281,637,165 106,702,181
| Net Assets 160 100 |

7.4 Equititrust Priority Class Income Fund {Recelver Appointed) (EPCIF)

The EPCIF (ARSN 089 079 728) is a registered managed investment scheme in accordance
with Chapter 5C of {he Corporations Act and was gstablished in December 2010 1o facilitate
the repayment of the NAB debt owed by EIF. This was to be facilitated by the money raised
by investers investing in ERPCIF which it would have in furn on lent to EIF. In return EPCIF

would receive interest on this ican,

In February 2011 ASIC identified a potential confiict in that the Company was the RE for EIF
and was also to be the RE of EPCIF, Le, it was going o be the RE for the borrower as well as
the lender. The Company atlempted to address this issue however ASIC’s concerns were not
satisfied and accordingly the EPCIF was not progressed. It currently has 5 unit holders with
no tangible assets,

7.3 Equititrust Premium Fund (EPF")

The EPF is an unregistered managed investment scheme which commenced in May 2003
with the principal activity of investing in morigage loans secured by mortgages on real
property and cash invesiments. It should be noted that mortgages securing loans in EPF are
second ranking and accordingly subject to more risk,

i understand that during the 2011 financial year the principal activity changed to being =
winding up of the fund through the orderly realisation of EPF's assets and settlement of its
linbilities. Jamie Harris, John Cronin and Joseph Hayes of McGrathNicel were appoinied
Receivers and Managers of the Company in its capacily as manager of EPF and directly to
the fund pursuant to securities held by Bank of Scotland International on 21 February 2012,

As at the date of our appeintment there were 58,708,086 investor units in EPF held by

aporoximately 38 unit holders and the estimated value of these units as a result of our
investigations is as follows;
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Description Amount B

Low $000’s | High $000's

Assets {est.) 7,680 12,635

“Seling Cosls (marketing and agents fees) 26y | (442
Secured Creditors (6,800) (6,8C0)

Unsecured Creditors (5,337 (6,337)

Net Realisable Value {est.) (4,728) 55

investor Units 56,708 56,708

Value/ Unit {est.) Nil 0.001

The above calculations are based on funds generated from the selling of assets as opposed
to the recovery of loans outstanding from borrowers. This is as a result of a majority of the
horrowers being in default and having had enforcement action commenced against the
underlying securities. Accordingly the amount expected to be recovered is of the underlying
securities and not the value of the loans,

The difference in the avallable assets from the above calculations and the previous book
value is as a resulf of impairment recommended by the fund auditors (KPMG'). A comparison
of the financial statements for the fund below indicate the fall in the assets of EIF and also the
increase in the expenses incurred during the 2011 financial year, A significant contributing
factor to the reduction in the net asset position of the fund is the impairment of $70,637 418
as recommended by KPMG to the asset balances in the draft annual repor for EPF for the
2011 financial year.

Annual Report Braft Annual Report
30 June 2010 ($) 30 June 2011 ($)
Revenue 15,681,212 14,373,132
Expenses -8,147 337 -73,278,428
Profits From Operations 7,543,875 ) -61,805,296
Finance Costs -7.643 875 -5.380,511
Net Proflt/{Loss) 0 -B7,285 807
Annuat Repaort Draft Annual Report
30 June 2010 {$) 30 June 2011 {$)
Assels
Current Assgls 32,149,242 405,191
Non -~ Current Assels 62,582 830 17,068,344
Total Assets 84,732,172 17,503,535
i jabiiities
Current Liabilities 31,234,048 18,081,156
Non-Current Liabilities 0 0
Tota] Liabllities 31,234,046 18,081,156
Nef Assets 63,498 126 577,621

7.4 Sophisticated Fund

Anocther fund in the contrel of the Company is the Sophisticated Fund which was established
for specific invesiors who reguired thelr funds {o be lent directly to borrowers as opposed to
being part of & managed Investment scheme. Investigations indicale there are currently &
loans outstanding in this fund as follows:

Estimated |
Quistanding | Realisable
Borrower Notes (%) Value
{$)

OTM Developments Pty Lid 1 1328 Nif
Rosea Pty {d 2 783,918 783,818
Castlecrag Nominges Pty Ltd 3 22714 Wit
Elite Property investment Group Pty Lid 4 228,965 Nif
Morvale Land Pty Ltd 5 86 Nl
Total - 1,035,014 783,916
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Loan has been settled with securities released

2. Recoverability subject fo a Deed of Settiement dated 16 May 2011 which involves funds
owed to EIF and EPF as well as the Sophisticated Fund. Invesligations are aiso
Eo(;wtinuing into the entitlement by the external funder towards the loan, Sharghoiding Pty

td.

3. Final payment to settie this loan was pald to Tucker & Cowen Pty Ltd in reduction of
cuistanding legal fees.

4, The Company holds secondary securities and unlikely to be any equity following the
payment of first security holders and accordingly amount un recoverable

5. Loan has been settled with securities released.

8.0 HISTCRICAL ANALYSIS

8.1  Financial Analysis

investigations indicate that the Company maintained an up to date internal accounting
system and also prepared external accounts in accordance with the Australian Accounting
Standards and the Act. The Annual Financial Report for the year ended 30 June 2010 is
available via the website and also includes financials for the year ended 30 June 2008,
However externally audited accounts for the year ended 30 June 2011 have not yet been
finalised and approved by KPMG,

Accordingly the below analysis is based on the following:

e Finalised Annual Financial Reports for the 30 June 2009 and 30 June 2010 financial
yRars;

o Internally prepared management accounts for the 30 June 2011 financial year and
the periog 1 July 2011 to 15 February 2012

This office has not undertaken any work fo verlffy the figures contained in the Company’s
manragement accounts and as such the Administrators do not make any representations as
to the accuracy of those figures.

Profit and Loss
30 June 2009 § 30 June 2010 | 30 June 2011 | 15 February
2012
Revenug 25,805 703 21,471,553 15,216,353 2,470,067
Expenses 15641322 15,350,880 91,201,448 3,687,330
Profit/(Loss} Before Tax 14,164 381 6,120,673 (75,985,003} {1,217,263)
income {ax expense -4, 276807 -1.612512 - .
Net Profit 9,887 574 4,508,161 {75,985,083) {(1,217,263)
Balance Sheet
30 June 2008 | 30 June 2010 | 3G.Jume 201% | 15 February
N 2012

Assets .

Current Assets 22,540,437 13,804,048 5,201,108 3.373.888

Non ~ Current Assels 73,003,943 78,082 168 3,878,876 4,309,232
Total Assets 95,544,380 91,886,216 8,079,784 7,683,120
Liabilities -

Current Liabilifies 26,542,484 18,663,726 5,793,433 5,613,181

Non-Current Liabilities 256,856 44,412 83,370 93,370
Total Liabilities 26,799,340 18,708,141 5,886,803 5,706,551
Net Assets 68,745,040 73,178,075 3,192,981 1,876,568
Current Ratio 0.85 0.74 0,90 0.66
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In regards to the above, | note the following:

= The above historical financial information is for the Company in its own right only and
does not reflect the financial position of the funds for which the Company is the RE. |
note that the Company also prepared consolidated financial reports for the 2008 and
2010 financlal years however for the sake of clarity | have presented the hisiorical
financial information separately for the Company.

s The Company's current ratio has been below 1 for the last 3 financial years and also
as at the date of our appointment. Cften, a current ratio of below 1 is an indicator that
the Company may not have had sufficient cash flow to pay its debts as and when they
fall due,

¢ ltis evident from the above that major changes in the financia! position of the company
accurred during the 2011 financial year, as follows:

o increase in expenses.
o {Decrease in assefs.

I nete that the above can be primarily attributed to the write-off of investments heid by
the Company during that financial year. Ag at June 2010, the Company held $40m
and $10m subordinated units in EWF and EPF respectively, During the 2011 financizi
year, KPMG made recommendations to the Company that the assets of the funds be
impaired in an amount of $167,000,000, These impairments resuited in a ne! loss
being recorded for the twe funds,

The respective constitutions of the funds provide that in these circumstances, the
loss is to be borne in the first instance by the subordinated unit hoiders, As such, the
unit holding of $50m in the funds was wrilten down, and accordingly this loss was
expensed by the Company in the 2010/2011 financial year.

Further to this | note the following assets were also written down and accordingly
expensed during the 201072011 financial year:

o Investment in the Sophisticated Fund of approximately $13 million

o Leans to MM Holdings Pty Lid {Receivers and Managers Appointed) of
approximately $15 miliion

o Amounis oufstanding by ECG Administration Ply Lid (Administraiors
Appointed} of approximately $7 mitlion

These were written down as they were deemed unrealisable however further
investigations will continue info the appropriateness of these write downs in the event
the Company Is placed into liquidation at the forthcoming meeting of creditors,

8.2 Explanation for Difficulties

8.2.1  Directors' Explanation

During the period of Administration my staff held discussions with the Direciors of the
Company regarding the financial position of the Company. The Directors have identified that
the failure of the Company is as a result of the issues experienced by the funds for which the
Company acis as the RE. They have noted that the funds have experienced difficulty for the

following reasons:

s The Global Financial Crisis ('GFC') saw an unprecedented tightening of credit;

«  Banks demanded long established credit lines be repaid:

® The Government guarantee for bank deposits during the GFC contributed to a
radical increase in redemption requests which had to be met and accordingly
reduced the funds under management;
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»  The property marke! has falien over a number of years resulting in 2 decrease in
value of the securities held In the funds;

= Banks are nof providing reasonable funding for propenty development and
accordingly the value of the assets held cannot be increased and rather sits
dormant.

The following timeline can be provided of the circumstances to the failure of the Company:

1. Breaches of the Company's Australian Financlal Services License

Data

J

Event

30 June 2011

Impairment of assets in EiF by KPMG resulled in a fall of value of the units in
EIF and this loss was first borne by the subordinated investment of the
Company. The subordinated investment worth $40m was effectively siiminated
which reduced the Company's Nef Tangible Assets 1o below that required as
per Clause 6 of the Company's Australlan Financial Services License. Clause 6
of the Company's AFSL notes that the minimum Net Tangible Assels are
required to be §om.

30 September 2011
14 October 2011

The auciled financial report for the Company which Included EIF and EPCIF as
these were prepared on a consofidated basis were due to be lodged for
2010/2011 financial year by 30 September 2011, This was not possible and
accordingly following a request by the Company, ASIC granted an extension to
14 Oclober 2011, These annual reports were not finalised by 14 Octobar 2011
and ASIC didn't grant any further extensions. This was a breach of sections
282, 301 and 319 of the Corporations Act.

Also breached section 801HG(1) by not ensuring an audit compliance is
completed for the compliance plans of EIF and EPCIF and aiso section
601HG(7) by not lodging this auditor's report.

11 November 2011
21 November 2011

Cilause 16 of the AFSL requires insurance to be maintained with respect o
professional indemnity and fraud by officers. Insurance held by the Company
was due to expire on 11 November 2011 and the Company was successful in
having an sxtension granted to 21 November 2011, There was no further
extension beyond this date resulting in the Company further breaching it's
AFSL.

2. Proceedings commenced by ASIC

Date

Event

20 October 2011

ASIC conducted searches of the Company premises In order to obtain books
and records to investigate the breaches of the Company's AFSL and the Act

25 Qcetober 2011

ASIC made an application to the Supreme Court of Queensland {'the court’} to
restrict the powers of the Company in its capacity as the RE for EIF and EPCIF,
This apphication was on the basis of the breaches of the Company’s AFSL and
the Act

27 Oclober 2011

The court made the orders applied for by ASIC

12 December 2011

The orders made on 27 October 2011 modified and extended to 1 February
2012 upon request and consent by the Company

1 February 2012

The orders made on 27 October 2011 and 12 December 2011 further extended
to 29 March 2012

28 March 2012

The orders were furiner extended to 10 May 2012

in summary, the effect of these orders is that the Company cannot.

{a) modify, or repeal and replace, the constifution of EIF in the absence of 3
special resolution passed by the members of EIF and without 21 days’ notice

to ASIC;

(h) redeem, cancel or modify existing members’ inferests in EiF, withoul 21
days' notice to ASIC;

{c) deal with any property held or controlled by the Company in its capacity as

respensible entity of EIF, other than in the ordinary and proper course of
business;
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{¢} deal wilh any property held or controlled by the Company in its own capacity,
other than in the ordinary and proper course of business;

(e} enter into any coniracts, deeds or agreements in respect of or in relation fo
any property held or controlied by the Company in its capacity as responsible
entity of EIF without 21 days’ notice to ASIC;

(fi renegoliate the terms of loans made or conirofled by, or securities and
guarantees held or conirolied by the Company In its capacity as responsible
entity of EIF, other than in the ordinary and proper course of business;

{g) commencing or discontinuing legal proceedings in respect of loans made by,
or securities and guarantees held or controlied by, the Company In its capacity
as responsible entity of EIF, other than in the ordinary and proper course of
business.

As a result of orders of the court dated 28 March 2012 (d) above does not apply to the
Administrators or the Receivers and Managers of the Company and the complete order does
not apply to the court appointed Receiver,

3. Applications for the winding up of EIF and EPCIF

Date Event
Then directors of the Company resoived thaf the Company could not continue
12 October 2011 to act as the RE of EIF and EPCIF and steps should be taken in order for a
temporary RE o be appointed or the allernatively the funds be wound up
25 October 2011 ASIC intervened in proceedings commenced by Tucker 5F Pty Lid fo have EiF
wound up and caused them fo be heard with proceedings on 27 October 2011
The Company made an appiication in accordance with the resolutions passed
15 November 2011 | on 12 Oclober 2011 that the Company be replaced as RE of EIF and EPCIF or
. allernatively EIF and EPCIF be wound up
21 November 2011 | The court made orders that EIF and EPCIF be wound up and David Whyte
23 November 2011 | appointed as the person responsible for ensuring the winding up of the funds
The Company lodged a notice of appeal to the orders made on 21 and 23
18 December 2011 | November 2011 however this has not progressed further as a result of the
appoiniment of Administrators and Receivers and Managers fo the Company
The court made orders clarlfying powers of the court appointed Recelver with
29 February 2012 respect to the winding up of EIF and EPCIF, These were consented fo by the
Administrators and Recelvers and Managers of the Company as well ag hy
ASIC.

4, Winding up Proceedings

Date Event
21 September 2011 | lan Lazar initiafed winding up proceedings against the Company however these
2 December 2011 proceedings were dismissed with costs orders awarded to the Company

8.2.2 My Explanation

im addition to the above factors however | note that the failure may alsg be altributed to:

Disharmony between directors

It is apparent from section 8.1 of this report that a number of directors have been appointed
to the Company and subseguently resigned andfor were removed. This constant ¢change in
directorsnip of the Company is sympiomatic of disharmony at board level and has affected
the strategic ability of the board to address the significant issues faced by the Company.

These changes commenced in mid-2010 with the resignation of Wayne Mclvor and Thomas
Haney. At this time David Kennedy, David Tucker, Craig Treasure and John Goddard were
all appointed and remained on the board for approximately a year. Investigations indicated
that the board and the shareholder had reservations against the conduct of David Tucker as
a resulf of a potential conflict in being a direclor of the Company as well as a panner of a law

Gilnsoivancylingol Clienta\EQUILILIES CR Dealing with creditarsiCreditor Circuiars {GO)AI0A Reportiid - Section 439A Repart 120412, dosx

925



HALLCHADWICK

20

firm commissioned on a significant number of recovery matters for EIF. As a result of these
reservations David Tucker was ultimately removed as a direclor. These are further discussed
in section 11.2 of this report.

Foliowing the remaoval of David Tucker, Craig Treasure and John Goddard resigned at which
fime Warwick Powall, Troy Bingham, Jeffrey McDermid and Paul Vincent commenced
diractorship, Foliowing their appointment their primary focus was on the resoclution of the
number of issues faced by the Company In its responsible enfity role. Accordingly their
appuintments were for a short period, being approximately a month, up to 21 November 2011
at which time the court ardered for the funds to be wound up.

Poor strategic management of accounts receivable and business

This factor exists in the Company's abliity to manage its accounts receivable in its own right
as well as loans that were entered into via the funds and which the Company managed as
RE of the funds,

As discussed further in section 10.1 of this report there are a number of related party loans
which have not been realised and are unlikely to be realised due to the inability of the related
parties io meet any dernands. A number of these related parties are also subject to external
administration and accordingly it is unlikely that recovery of these loans will be possibie.

investigations indicate that most if not all of the ioans in EIF and EPF are under default and
that interest on a large portion of these has not been paid but rather capitalised. This method
of managing these loans has led fo the situation that currently exists where the security
underiying the ioans is inadequate to recover the full balance of the loans. Financial reports
of £IF and £PF have indicated that many loans were extended and if this had not happened
they would have been in default at an earlier date and arguably impairment o the fund assets
would have cccurred at an earlier date.

Further the illiquid nature of much of the funds remaining real properly investments does at
least call into guestion the wisdom of the original investment info certain loan transactions.
These matters however will be further investigated in the event creditors resoive fo place the
Company into liquidation at the forthcoming meeting.

8.0 TRADING

As previously noted the Company is the respensible entity for EIF, EPCIF and EPF. These are
subject to various external appointments Including the appointment of the court appointed
Recelver over EIF.

Prior to my appointment, the court appointed Receiver negofiated a subsequent services
agreement ("service agreement’) dated 28 December 2011 between the Company, GCP (HQ)
Pty Limited (service provider'), ECG Administration Ply Ltd (in Liquidation) (ECGA"Y and
himse¥f as Receiver to facilitate the winging up of EIF and therefore continued trading of the
Company,

The negotiated terms of the service agreement were as follows:

¢ Responsible entity ("the Company”) is liable to pay all costs, expenses and fees
necessary lo aperate and maintain the business ("service costs"™);

e The Receiver is responsible for termination and redundancy entitlements upon
termination of the agreement subject to approval;

s the Company Is liable to pay a license fee on a fortnightly basis caloulated in
accordance with the agreement {"License Fae"):

= ECGA is responsible for maintaining, paying and discharging all liabilities to be mat
by if as employer of the Staff and Consultants;

e ECGA is to provide the Recelver, the service provider and the responsible entity with
all support services reasonably required to effectively utllise the staff and consultants
available for the purpose of the agreement;
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« ECGA is to maintain the necessary insurance fo insure the service provider against
risks in connection with the provision of the services,

Upon my appointment to ECGA on 15 February 2012, | reviewed the terms of the service
agreement fo determine whether |t was feasible to continue trading and therefore maintain
the services agreement. This services agreement was continued untit 16 March 2012 from
which fime the court appointed Receiver has relocated 10 new premises and employed a
number of staff directly to continue the winding down of EiF.

My investigations determined that invoices for sarvices provided by ECGA for the period 20
December 2011 to the date of my appointment totalling $159,146 had not been paid. As such
| notified the court appeinied Receiver on 23 February 2012 enquiring a5 to when the debts
will be discharged. The court sppointed Receiver has indicated that his intention is to ¢laim
an offset for the amounts owed to the Company against amounts he believed the Company
owes EIF.

it wili be seen that the court appointed receiver has been able to assert this position as a
result of the complicated structure utiised for the on billing of services provided by ECGA, |
am yet to invoice the court appointed receiver for expenses incurred by the Administrators
during the adminisfration ang am not aware of any issues the court appointed receiver will
have in making payment for this invoice. | note that there have not been any receipts and
paymenis for my appointment {o date.

10.0 CURRENT FINANCIAL POSITION

Following the appointment, my staff provided to the Directors of the Company a Directors’
Questionnaire and a Reporl As To Affairs {"RATA") for completion in accordance with Section
438B(2) of the Acl. At the date of this Report being dispatched to creditors, the Directors of
the Company have yet fo complete and return either the Directors’ Questionnaire or RATA to
this office. | have informed ASIC of the directors’ non-compliance in this regard.

As a result the following table of the Company’'s assets and liabilities has been prepared by
using the management accounting reports and conducting investigations info the specific
items in the management accounts as at 15 February 2012,

Description Management Estimated
Accounts Realisable Value
(%) (€]
Assets

Cash at Bank 118,424 176,464
Sundry Deblors 2571633 Unknown
Other Receivables 882,831 528,771
7W‘Due from Controlled Enlities 1,112,508 Ni|
Due from Related Entitios 2,668,901 Unknown
Shares & Cther Securities 343,877 Nil
| Other Assets 185,846 Nil
Total Assets 7,683,120 Unknown

Liabilities
Secured Crecitors Nit 17,138,498
Unsecured Creditors 5,706,550 69,084,522
Total Liabilities 5,706,550 86,204,020
Contingent Liabilities Nil Unknown
Net Assets {Liabilities) 1,876,570 {Unknown)
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The _Estimated Realisable Value-Liquidation ("ERV") is the price that is expected to be
obtained from the sazle of an asset by public auction, with a vendor who is compelled to sell
with a sense of urgency. This is not the market value of the asset,

101 Assets

Recelvers and Managers have been appointed to the Company and nomirally asseis of the
company are subject o the contrel of Receivers and Managers. | nete that we will continue to
Haise with Ferrier Hodgson in regards to this and provide the following summary of the
assets.

10.1.1 Cash at Bank

investigations into the Company indicate that the Company holds two bank accounts with the
National Australia Bank, a Business account for general trading and expenses and an
Allocation actount used as a trust account on behall of other entities. Bank statements
received upon appointment indicate an amount of $868,094 and $93.370 in the Business and

Allocation accaunt respactively.
10.1.2 Sundry Debtors

Investigations indicate that the Sundry Debtors account records the yield earned on the
Company's investment in EIF and EPF as well as scheme expenses incurred in work
completed on the funds. As at 1 July 2010 the opening balance was $1026,274 and the
following provides a reconciliation of the account to the dafe of our appoiniment reflecting a
balance as at that date of $2,272,389,

Description DR CR Batance
Opening balance - - 1,022,883
immaterial entries 5,781 4,141 1,024,533
Payment of EIF Yield for 2009/2010 FY 2,263,782 {1,239,248)

1 3272474
4511722 | {1,239,248)
3,015,650 | (4,254,807)

" Charging of EIF Yield for 20102011 FY 4,611,722
Reversal of EIF Yield for 2010/2011 FY -

_Reversal of EIF Managemeni Fee

Reinstatement of EIF Management Fee 3,015,658 - | {1,239,248)
Scheme expenses for 2010/2011 FY 6,779,834 - 5,540,586
Scheme expenses GST for 2010/2011 FY 151,082 - 5,692,548
Scheme expenses for July & Augus{ 2011 736,431 - 6,428,979
Journal Entry (payables also increased) 280,C00 - 6,708,979
| Adjustment to scheme expenses for 2010/2011 FY - 743,270 5,965,709
Transfer to Billed Disbursements account 351 3,853,671 2,272,389
Total 15,481,748 | 14,232,243

Accordingly #t seems thai the amount outstanding relates to scheme expenses for the
2010/2011 and 2011/2012 financial year. Negotiations are continuing with the court
appointed receiver with respect to payment of this amount as the courl appointed receiver
has adopted a position that this amount should be set-off against Management Fees charged
by the Company during the 2010/2011 financial year.

The constitution for EIF and EPF indicate that management fees may be charged for a
distribution period in the event the interest payments to unit holders have been met for that
particuiar interest period. In this regard | note the following:

+ Distributions were made to unit holders during the 2010/2011 financial year from July
2010 to February 2011 and inferest paymenis to unit holders were “frozen” from
March 2011 onwards

« Accordingly management fees were calcutated at the nominated rate in accordance
with the EIF constitution of 1.6% of EiF's asset values for the months July 2010 to
February 2011

The methodology apparently adopted by the court appointed receiver pursuant to which the
management fees should not have been charged is based on the folfowing:
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e As aresult of the impairment of the EIF assets in the amount of $187.510,994 EIF
would report a net loss for the 2010/2011 financial year

o Accordingly the distributions to investors from July 2010 to February 2011 are really
repayments of capital and not interest distributions

¢ As a result the requirements of the EJF constitution were not mainizined and the
management fes is not chargeable

I note that at an Investor Briefing Session on 23 September 2011 the then chief executive
officer David Kennedy advised investors that the $2.8m management fee had not and will not
be drawn. A reason for this is not noted in the investor briefing summary for that session. |
note however that investigations conducted by my office indicate that the management fees
had in fact aiready been drawn pricr to this date. | also note that at a board meeting (i.e. a
reconstructed board) held on 23 November 2011 the management fee was reinstated,

Investigations in.regard o the scheme expenses and management fee position are
continuing and | am currently seeking advice from counsel with respect lo the chargeability
and recoverability of these managament fees,

10.1.3 Other Recaivables

I note that accounts receivable include the following items and amounts as per the
management accounts and investigations:

Item Notes | Management ERV
Accounts (§) ($)

Billed Disbursements & 35,726 | 223884
Sophisticated Fund b 202,214 Nil
Loan to EPCIF c 25,788 NIl
investment in EIF d 25,583 11,248
investment in Sophisticated Fund 8 383,539 | 393,530

Total 682,831 | 828,771

(a) Billed disbursements represent payments made by the Company in its capacity as
the responsible entity of the various funds, such as payment of lease llabilities,
employee entitlements, legal fees etc. which are fto be reimbursed by the funds,
These expenses are expecled fo be discharged by the appropriate funds and the
Administrators office will continue working on the recovery of same.

A reconciliation of this account indicates that on appointment approximately $35,728
was owing to the Company by EIF and EPF. From this date amongst various other
charges, the invoices relating to the pericd 20 December 2011 to 15 February 2012
totaling 3159146 have been included bringing the lotal owing in regards to this
account to $223.984. As noted in section 11 of this report the court appointed
receiver is of the position that this amount will be set-off against the management
fees however negotiations in this regard wifl continue.

(b) These are costs related to the Sophisticated Fund and as noted above there is no
likely return from the Sophisticated Fund other than the investment discussed below.
Accordingly the amount noted in the management accounts is uniikely to be realised

{c) As noted previously there are no assets in EPCIF and accordingly 1t is uniikely that
this toan will be recovered.

{d) The Company holds 25,5683 ordinary units {non-subordinated) in EIF and unit holders
are expected to receive an estimated return of 44 cents in the dollar for their
investment. Accordingly these units have an estimated valus of $11,248

(&) The value of the investment in the Sophisticated Fund is expected 1o be realised via

recovery of amounts owing by Rosea Ply Lid under a setflement agreement dated 16
May 2011 via which recoveries are expected around June 2013
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10.1.4 Due from Controlled Entities

I note that this is in relation to an amount owing from ECG Administration Pty {td (In
Liguidation) and as previously discussed in this repert Richard Albarran, Glen Oldham and |
are Liquidators of ECG Administration Pty Ltd {n Liquidation). Investigations in that
appointment indicate that a return to creditors is unlikety.

10.1.5 Due from Related Entities

The management accounts indicate lcans given to MM Holdings Pty Lid (Receivers and
Managers Appointed} in the amount of $2,686,801 which have operated as an overdraft
facility for the Company. Investigations indicate that Westpac and NAB have appointed
Receivers and Managers {o MM Holdings Pty 1td (Receivers and Managers Appointed),
Accordingly we are continuing 10 investigate whether any assets will be available following
recoveries by these Receivers and Managers for their clients to satisfy this debt owed fo the

Company.

10.1.6 Shares & Other Securities

As per the management accounts these include shares held in Equitiloan Securities No. 2 Pty
Lid in the amount of $343,875 and cther related entities totalling $102. As previously advised
Faufiloan Securities No. 2 Pty Lid is a subsidiary of the Company and is a nondrading

dormart entity and accordingly this investment is unlikely to be reallsed. Investments in other
entities are fmmaterial and unlikely to be realisable

10.1.7 Other Assets

Other assets include Prepayments of $10,848 which are unlikely 1o be recovered due fo the
Company now being placed in Administration and a Suspense account used as a balancing
account accordingly it is not expected that this is a realisable asset.

10.2 Liabilities

10.2.1 Secured Creditors

Investigations indicate the following secured creditors and estimated amounis owed to each:

Creditor Notes Amount Likely to be paid from
($)
Capital Finance Corporation a 800,000 Company
Commonwealth Bank of Australia ] 1,138.783 EIF
| National Australia Bank 5 5,400,000 EiF
Bank of Scotland International d 6,789,715 EPF
Subtotal 17,136,498
a. Capital Finance Corporation {"CFC")

The Company search and PPSR search indicates that CFC holds security over the
Company's rights, title and interest in the "Connect the World” Project. | note that | have sent
correspondence to CFC requesting detalls of their facllity and the debl owed to them;
however | am yef {0 receive a response. | understand this security relates to an amount owed
to CFC of approximately $800,000. { am unaware of the current value of the security. Further
investigations into the equity position of the project will be conducted by my office,

b. Commonweaith Bank of Australia ("CBA"
The CBA hold a charge over all of the assals of the Company, in its capacity as the

Responsible entity of the EIF. | note that this debt is in relation to various bank guarantees
provided by the CBA in respect fo a number of properties/securities in EIF.
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C. Nationa! Australia Bank ("NAB")

The NAB currently holds twe separate fixed and floating charges over the assets of the
Company in its own right and as the Responsibie Entity of the EiF. As mentioned previously
i this report, NAB appeinted William Colweil and Gregory Moloney of Ferrier Hodgson as
Receivers and Managers of the beneficiaily owned assets of the Company on 16 February
2012,

As per the circular to investors dated 24 February 2012 the Receivers and Managers rely on
the case authorities of Norman, in the matter of Forest Enterprises Australia Limited
{Administrators Appointed) (Receivers and Managers Appointed) v FEA Plantations Limited
{Administrators Appoinfed) (Receivers and Managers Appointed [2010] FCA 1274,
subsequently affirmed in the matter of RiverCify Moforway Limited (Administrators Appointed)
{Receivers and Managers Appointed) (Federal Court, Brisbane, 14 February 2012} for the
proposition that they are nof "officers” of the Company for the purposes of Chapter 5C of the
Corporations Act and therefore are not responsible for the winding up of EIF, EPCIF or EPF.

As per the Proof of Debt submitted by NAB on 24 February 2012, | understand that the total
debt owed to the NAB as at the date of my appointment to be in the order of $8,400,000. |
understand that the debt owed to NAB wili be satisfied via the realisation of the assets of the
EIF and the court appointed Receiver in his latest circular to investors has indicated an
estimated timeframe of 30 June 2012 for this to ooour.,

d. Bank of Scotland International {"BOSI™

BOS! currently hold three charges over the assets of the Company in its own right and In its
capacity as the Responsible Enfity of the EPF. As mentloned previously in this report, BOSI
have appointed Jamie Harrig, John Cronin and Joseph Hayes as Receivers and Managers of
the Company in its capacity as manager of EPF,

I note that | have issued correspondence to BOS! requesting details of their debt; however |

have not received a response. Notwithstanding this, | understand the debt owed to BOSI to
be In the order of $7m and the debt owed to BOSI will be satisfied via the realisation of the

assets of the EPF.
10.2.2 Unsecured Creditors
The Company's MYOB records unsecurad creditors totalling $5,708,550,

Utllising the proofs of debts submitted by crediters | have calculated unsecured creditor
claims to be $69,084,522. A summary of claims of unsecured credilors is set out as follows:

Unsecurad Creditor Namse Amount
)
Australian Taxation Office 485,135
Cavallo Trading Pty Limited 2,805,834
Crackers Corporation Pty Limited 25,000,000
Graham Hayes 3,700,534
KPMG 137,500
MM Capital {In Liguidation) 205,033
MM Holdings Pty Lid
(Receiversgaﬂd r)\:ﬁanagers Appointed) 10,768 518
Nyst Lawyers 15,005
Tucker & Cowen 501,553
Westpac 25,447,308
Total 69,064,522

This figure is subject to varialion pending the receipt of final proofs of dabt received.

I note that clause 8.1 of EIF's constitution provides that "the Manager is indemnified out of the
Assefs for all debts, labilities, damages, costs, Taxes, charges, expensss and oulgoings
reasonably and propedy incurred by if".
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As such it is my opinion that the Company, through its appointed administrators, is able to
call on that indemnity in accordance with the EIF Constitution. As the cour appeointed
Receiver has the responsibility for winding up EIF, | will be forwarding to him the proofs of
debt submitted fo the Company {ogether with my adjudications in respect of those proofs of
debt. To the extent that those creditors are paid directly by the courl appointed Receiver, it
will reduce the amount for which they are able to prove for against the Company.

| note that the proof of debt submitied by Westpac relates to a Guarantee and Indemnily
provided by the Company to secure the chligations of M.M. Holdings Pty Limited (Receivers
and Managers Appointed), | note that | have requested further information from Wesipac
regarding their securiies and the amount they anticipate claiming from the Company in
relation to the indemnity and guarantee.

Whifst the Bank of Queensland has not submitted & proof of debt against the company, an
affidavit of Paul Vincent sworn on 18 November 2011 indicates an amount of $7m
outstanding to BOQ. | undersiand this may relate to guarantees provided by the Company
with respect lo debts owed to BOQ by MM Heldings Pty Lid (Receivers and Managers
Appointed).

10.3  Contingeni Creditors

Investigations indicate that on 11 November 2011 Piper Alderman on behall of a number of
unit holders wrote to the directors and officers of the Company notifying them of a number of
claims and providing them detalls of such claims. Further correspondence was sent by Plper
Alderman on 24 February 2012 identifying further claims againsi the Company and iis
directorsiofficers.

| note that al this stage no ltigation has been commenced with respect o these potential
causes of action and as such the unit hoiders of the funds are considered to be contingent
creditors with unliquidated claims as a resuit of having notified the Company and other
related parties about 2 prespective intent to commence proceedings against the Company
and the appointed directors/officers of the Company appointed at the time of the alieged
breaches.

Corporations Reguiation 5.8,23(2) states that & creditor must not vote in respect to an un-
liquidated or a contingent claim unless a just estimate of its value has been made. As such,
for the purpose of the initial meeting of creditors, the unil holders claims and proof of debts
were admitted. However, in circumstances such as these where the quantum of any claim is
subject fo proof and & range of factors and where it is difficuit to say from a causation
perspective whether a decrease in unit value is due to the alleged wrongs of the Company or
its Directors, there was case faw to the effect that it was approgriate fo admit the refevant
creditors for voting purposes for the nominal vaiue of one (1) dollar.

A summary of the key maiters as per the correspondence from Piper Alderman dated 11
November 2011 with respect to unit hoiders claims is as follows.

10.3.1. Breach of fiduciary duties

Pursuant to Section 601FC(1){(c) a responsible entity must act in the bast inferests of the
members and, if there is & conflict between the members interssts and its own interests, give

priority io the members’ interests.

During the years 2005 to 2008 the Company paid to itseif an amount of $67,216,541 in
interest warranfy fees and in 2008 and 2010 coflected returns on the subordinated interest in

an amount of $20,445 144,

The interest warranty fees and returns on the subordinaled unit holding of the Company were
calculated as the remaining surpius Income of the Scheme in which Income included alf
receipfs from borrowers, whether interest repayments or capital. Accordingly these were
subsiantial and excessive following the deduction of various expenses,

income for the Company was based on the interest warranty fee or the return on iis
subordinated unit holding. As the unit holders received monthly interest payments and these
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weare gen_erally fixed, the increase In surplus was an increase iy income for the Company.
Although it could have led to an increase in the redemption value of the unit holders it did not
as their price ramainad at $1 per unit,

As an increase In surplus only increases the income for the Company, there becomes an
issue as to whether the increased borrowing by the Company was necessary. From 2000 to
2003 the Company retained funds received from unit holders so that it could meet liquidity
requirements. From 2004 however it applied investor funds towards loans and accordingly
commenced borrowing from banks to meet liquidity requirements. This applicaticn of unit
holder funds to loans was to improve Fund performance however the unit holders had ne
direct benefit of this as improved fund performance was beneficial only to the Company in
increasad in terms of surpiuses,

As a result Piper Alderman have argued that there has been a breach of fiduciary duties due
{0 -

¢ Excessive and unjustified interest warranty fees and returns on subordinated units
from E1F's assets being paid by the Company fo itseif,

s The Company borrowed excessively for ifs own benefit as opposed to the benefit of
unit holders; and

s The Company failed o retire credit lines efficiently and out of the surplus remaining

10.3.2 Breach of trust

Pursuant to Section B01FC(2) a responsiblie entily holds scheme property on frust for scheme
members. In this regard there are thres key issues leading o an alleged breach of trust,

(i) Loan to Value Ratio (LVR)

The EiF Constitution required that the total money advanced and secured over Land and any
other property shall not exceed 80% of the value of the Land and other property in which
Land was defined as freehold estate or interest in real property including buildings, fixtures
and fittings and other improvements erected or installed therein.

Accordingly the Company could not take info consideration an estimated value of the
completad project on a parficular development when determining the loan to vaiue ratio of
respeciive investments, Piper Alderman have indicated that this may not have been the case
and that money was lent on the basis of “as if complete” valuations. A signhificant drop in
these valuations has led to the significant impairment of the loans previously discussed.

(i) Imprudent Investments

Piper Alderman have alleged that the Company’s imprudent actions by advancing money on
the basis of “as if complete” valuations was further compounded by underlying property
developments being unsound or carrying high credit risk, such as the example of loans
related to Mr Dudley Quinlivan,

(i Re-negotiating Mortgages

Piper Alderman aiso alleges that it is a breach of trust {o re-negotiate morigages which are
already in default due to the increased credit risk involved in doing so. In this regard they note
that during the 2008, 2009 and 2010 financial vears a number of morigage loans were
extended which otherwise would have been in defauli. If this was nof the case these Toans
would have been impaired in the respective financial years, providing a more accurate
financial position,

Accordingly the Company is alleged to have breached the trust of the unit holders dug to the
following:

« Invested EIF's assets in projects outside the investment criteria of the EIF
constitution
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e Entered intc imprudent investments with unsound property developments
¢ Re-negotiated mortgages and extended loans which would otherwise be overdue

10.3.3 Breaches of the Corporations Act

Pursuant to Section 675 a disclosing entity must repor! information that it becomes awarg of
which may materiaily affect the price or value of securities of the entity.

During the 2002 and 2010 financial years the Company recorded loan impairments of only
$2,978,378 which Piper Alderman aliege are materially low in comparison of the amount of
loan impairments the Company ought to have been aware of and impaired during the 2009
and 2010 financial years.

Accordingly the failure to report the correct and adequaie level of impairments has led o a
lack of reporting by the Campany which is an alleged breach of the Act as noted above,

10.3.4 Negligence

Piper Alderman assert thai the directors of the Company at varicus times have not exercised
reasonable skili and diligence in performing their duties which includes ongoing amendments
to the constitutions, improper lending and misleading statements to the market and onit
holders.

10.3.56 Misleading and decepiive conduct

Fiper Alderman aliege claims for misleading and deceptive conduct based on Section 12DA
of the Austraflan Securities and Investments Commission Act and/or Section 1041E and
1041H of the Corporations Act,

These arise from claims that were made and/or should have baen made by the Company
from as early as 2005 in various product disclosure statements releasad to unit holders and
also the Company’s financial statemenis, Examples of these siatements include, but are not

limited to, the following:

Statements relating to prudent lending guldelines

Statements regarding the charging of management fees
Statements regarding the concentration of credit risk
Treatment of loans and morigages in the financial statements

e @ -] 8

10.3.8 Rellef

Piper Alderman have noted that relief sought by unit holders would include;

« The amount of fees and returns to the Company from the respective funds; and

¢ The loss incurred by the unit holders by the fall in their unit holding. For example, on
the basis that the estimated return to unit holders is 34 to 48 cents in the dollar, the
loss Is 54 tc 66 cents in the dollar equating to approximataly $110m to $134m.

As the Company is in Administration and unlikely to have any assets to meef such 2 ¢laim |
anticipate that this claim wili also be made on the insurance policies previously heid by the
Company. In this regard the onus of defending such a claim will fail upon the insurer, Liberty
international Underwriters. As the Company is currently subject to Administration the unit
holders cannot commence their contemplated proceedings against the Company without my
consent as Administrator or leave of the court in accordance with Section 440D ofthe Acl.

Whilst investigations into these claims and the availability of the insurance policies to meet
these are continuing | note that the policies previcusly held by the Company are claims made
palicies. Accardingly the insurer will only respond to these claims if the Company had made
these claims prior to the insurance lapsing. Investigations indicate that the insurer was
informed of the Piper Alderman class action however investigations into the extent of the
netification are continuing.
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It is my present intention 1o rule on the alleged claims of the unit holders at the forthcoming
meeting of craditors in a similar manner {o that which was adopted in the initial meeting of
creditors, i.e. the claims are properly characterised as contingent claims of an unliquidated
nature and accordingly are inadmissible to proof unless & just estimate of the value is madae,
A just estimate in the circumstances wouid be $1.

fn this regard | note the following:

s Pipar Alderman, on behalf of the so called unit holders class action have not sought
leave o commence proceedings against the Company nor have they sought my
conseni as Administrator to do so. This course of action as noted above is available
to them;

s Any other ruling could have an impact on third party rights such as insurers and tha
relevani directors, without them having the right to challenge the alleged evidence
against them. in my opinion such a denial of natural justice would bs inappropriate
and amount to an abuse of the proof of debt adjudication process.

i should be noted that the possibility of 2 clzim against the fund auditors, KPMG, has also
been brought to the atienticn of the Administrators. | understand that such a claim would
relate to KPMG's audif opinions in the financial accounts and whether they were appropriate
given the circumstances of the Company. The Administrators will continue {o Hiaise with Piper
Alderman with respect 1o the above actions to facilitale a positive outcome for unit hoiders,

10.4  Related Entities
A credifor of the Company may apply to the court fo set aside or modify a resclution
authorising the execution of a resolution on the future of the Company if if was carried as a

consequence of a related entity casting a vote,

In this regard an applicant crediter must demonsirate the resolution passed is contrary {0 the
interests of the creditors as a whole or that if unreasonably prejudiced the interests of the
creditors who opposed the resolution passed.

In relation {o the claims of related entities, please refer to the following table;

Name of Reiated Entity ng:;::?;ff Hoxfjﬁégas How a refated entity
MM Capital Pty Lid 205,033 | Related party | Common director
(In Liquidation) loan
MM Hoidings Pty Lid 10,766,519 | Related party | Common director
{Receivers and Managers Appointed) loan
Total 10,871,652

1.6 OFFENGES VOIDABLE TRANSACTIONS AND INSOLVENT TRADING

11.1 Offences

I have conducted investigations info the affairs of the Company and have identified offences
that may have been committed by the dirscters of the Company. | propose 1o report the
results of my findings to ASIC in accordance with Section 438D of the Act | have noted a
number of these potential offences and breaches as follows:

ASIC Search Warrant

The warrant produged by ASIC In conducting #ts search on 20 December 2011 noles the
following allegations (summarised) of inappropriate transactions by the responsible entity's
owner (Mark Mcivor):

» Breach of Section 601FD(1) by Mark Mclvor with respect to improper use of his
position as an officer of Equititrust for personal benefit to the detriment of unit holders
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»  Breach of Section B01FD(1} by Mark Mclvor as he did not act honestly in dealings
with various borrowers, loans and properties in the EiF

¢ Breach of Sections 208, 601FD(1) and 1021C by Mark Mclvor in amending the
constitution without disclosure to unit holders to the detriment of unit holders

e Breach of Section 675 by Mark Mclvor in failing to disclose various transactions to
unit holders which would have had an impact on the vaive and interest of the unit
holder investments :

On 26 March 2012 | wrote to ASIC to request documentation supporting these allegations to
which ASIC advised they do not intend on making any comments or providing sny further
information regarding these suspacted contraventions,

11.2 Voidable iransactions

The law requires an Administrator (o specify whather there are any transactions that appear
o the Administrator to be voldable transactions in respect of which money, property or other
benefiis may be recoverable by a liquidator under Part 5.7B of the Act. This issue is relevant
to crediters if they are being asked to choose between & DOCA or a liquidation, because
voidable fransactions are only able fo be challenged if a lquidation occurs.

For general information about what voidable transactions are, please refer to the attached
information sheet, marked Annexure A,

From a preliminary review of the Company's books and records in my possession it is my
epinicn that the Company may have an action against certain parties for transactions that
may be voidable such as the following:

«  Unfair Preferences

# lincommercia! tfransactions

«  Unfair ioans

« Unreasonable payments to directors

11.2.1 Unfair Preferences

A fransaction is an unfair preference given by a company to a creditor of the company if, and
only if:

e the company and the creditor are parties to the transaction {even if someone else Is
also a party), and

e the transaciion resulls in the credilor receiving from the company, in respect of
an unsecured debt that the company owes to the creditor, more than the creditor
waould receive from the company in respect of the debi if the transaction were set
aside and the credfior were fo prove for the debt in a winding up of the company,

In this regard a review of the management accounts for the six months prior to my
appointment as Administrator indicates an amount of $81C,000 in paymenis which are not
reconcilable to specific invoices, | note that of this amount $616,000 relates to payments
made {o related entities. A summary of these payments is as follows:

Payee Amount
- it
Non Related Entities
CFC 125,000
Nyst Lawyers 40,000
| Pogetti Capita] 10,600
Strategic Assetls 19,000
Total Non-Related Entitles 194,000
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Related Entities
Various directors 33,800
Guardian Capital 280,000
MM Holdings Pty Lid 333,000
(Receivers and Managers Appointed)

Total Related Entities 616,000

These may be preferential in nature as the payees may not have received the amounts had
they been required to prove in the administration of the Company. A defence to these
however may be whether the payees provided an ongoing service in the nature of a running
account,

As previcusly noled MM Holdings Pty Lid (Receivers and Managers Appeinted) is subject to
external appointment and agcordingly the benefits of pursuing that company for unfair
preferences may be limited. Investigations however are continuing into the paymenis to the
other entities and will be facllitated in the event creditors resolve to place the Company into
liguidation al the forthcoming meeting.

11.2.2 Uncommercial Transaction
Pursuant fo Section 588FB of the Act atransaction of acompanyis an uncommercial

transaction of the company if, and only if, 1 may be expecied that a reaschable person in
the company's circumsiances would not have entered into the transaction, having regard 1o

(=) the henefits {if any) to the Company of entering into the fransaction; and

{b) the detriment {o the company of entering into the transaction; and

{c) ihe respective benefits to other parties to the transaction of entering into it; and
() any other relevant matter.

“Section 588FC states that a transaction of a company is an insclvent transaction of the
company if, and only if, it is an unfair preference given by the company, or an uncommercial
{ransaction of the company, and:

(&) any of the following happens al a thne when the company is insolvent:
i. the transaction is entered into; or
ii. an act is done, or an omission is made, for the purpose of giving
effect o the transaction; or
{b) the company becomaes insolvent because of, or because of matiers Including:
i. entering into the transaclion; or
i, a perscn deoing an act, or making an omission, for the purpose of
giving effect to the transaction.

Further to this, Section 588F DA provides that a transaction of 2 company is an unreasonable
director related transaction of the company if, and only if:

(a) the transaction is:
i. apayment made by the company, or
ii. a conveyance, transfer or other disposition by the company of
property of the company,; or
li.  the issue of securities by the company; or
iv. the incurring by the company of an obligation to make such a
payment, disposition or issue; and

(b} the payment, disposition or issue is, or Is to be, made to;
i. the director of the company; and
fi. aclose associate of a director of the company; or
#ii. a person on behaif of, or for the banefit of, a person mentioned in
subparagraph {i) or (ii); and

(c) it may be expected that a reasonable person in the company's circumstances
would not have entered into the transaction, having regard to;
i. the benefits (if any) to the company of entering into the transaction;

and
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i the detriment fo the company of entering into the transaction: and

ii.  the respective benefits to other parties to the transaction of entering
into it and

iv.  any other refevant matier.”

i have identified a number of circumstances which may have eniivened the provisions with
respect to uncommercial fransactions and unreasonable director related transactions of the
company and have discussed these helow.

Waiver of Management Fee

As previously noted in this report at an investor briefing seminar on 23 September 20114
investors were nofified of the waiver of the management fee for the 2011 financial year in the
amount of $2.8 mitlion. Whilst investigations are continuing into the background of this, by
doing s an entiflement of the Company has been disposed of arguably without provision of
adequate consideration.

As such investigations into whether this waiver of the management fee is potentialiy an
uncommercial fransaction are continuing as it resulted in the Company potentially having lost
the entitiement fo an asset of approximately $2.8 million. Further it is arguable the Company
became insolvent for the purposes of Section 5B8FC as a result of entering into the
tfransaction.

The waiver of the management fee also may enliven Section 181 which stales that a director
or other officer of a corporation must exercise their powers and discharge their duties;

(c) in good faith in the best interests of the corporation; and
(d} for a proper purpose,

The waiver was not in the best interests of the Company as it has resulted in a potential claim
against the Company by EIF. The court appointed receiver has indicated that he is likely to
submit a proof of debt in the Adminisiration as a result of this waiver. The amount for this
proof of debt would be the $2.2 million outstanding as per the Company's bocks and records
fess the $2.8 million walver meaning a claim of $600,000,

Accordingly the Administrators are currently seeking legal advice on the validity of such a
claim, Investigations are confinuing on who approved such a waiver however the directors at
the time of this waiver were David Tucker, Cralg Treasure and John Goddard. it should also
be noted thal David Kennedy was the Chief Executive Officer of the Company at the time,

In this regard clause 4(c) of the EIF constitution provides that the manager is under a duty *fo
act in the best interests of members and if there is a conflict between the members interests
and the managers own inferests give priority fo the members inferests®.

Accerdingly there is at least some inherent tension between the directors duttes to members
of the fund and thefr duties to the Company in its own right.

Tucker & Cowen

As previously noted David Tucker was a director of the Company from 3 Septamber 2010 to
11 Cclober 2011, During this time Mr Tucker was also a partner of 2 law firm Tucker &
Cowen and the Tucker Super Fund was a unit holder of EIF. It has been brought o the
sttention of the Administrators that during this time the Company Instructed Tucker & Cowen
on & number of litigation matters and paid fees and expenses to Tucker & Cowen as foilows;

Financiai ETL EIF EPF Total
Year {$) {8) (%) &)
2009 70,342 Ni Nil 70,342
2010 527,614 104,152 83 501 715,167
2011 565,310 833,448 Nil 1 1,498,758
2012 84,266 216,530 Nil 300,796

i Total 1,247,432 | 1,254,130 83,501 | 25850862
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Accordingly during the financial year in which Mr Tucker was a director of the Company,
Tucker & Cowen received fees in an amount of approximately $1.5m. During this time Mr
Tucker aigso received remuneration for his role gs a director of the Company.

Pursuant to Section 182 a director, secretary, other officar or empioyee of a corporation must
not improperly use their position to!

(a) gain an advantage for themseives or someone else; or

(b} cause detriment to the corporation.

Pursuant to Section 183 a person who obtains Information because they arg, or have been, a
director or oiher officer or employee of a corporation must not improperly use the information
to!

{a) gain an advantage for themselves or someone else; or

(o) cause detriment to the corporation.

Investigations are continuing intc whether this factual matrix enlivens the provisions of
Section 182 and Section 183 of the Act.

Transactions with MM Holdings

A review of the financial statements of the Company has indicated that fram at least 1 July
2004 fc 30 June 2008, the Company and MM Holdings Pty Lid had a risk sharing
arrangement whereby MM Holdings indemnified the Company for a 20% share of any lending
and interest loss incurred by the Company. The financlal statements also indicate that MM
Holdings made available #s property asseis as secuwity to support credi facilities of the
Company and its respactive funds. In return for the provision of this indemnity and security
MM Hoidings received a warranty fee of initially 25% and then 15% of income during these
financial years.

This risk sharing arrangemant was ended on 30 June 2008 from which time MM Holdings
provided the Company with an unsecured overdrafl facility, This facility allowed the Company
to draw or repay principal amounts when required with interest paid monthly. This interest
was charged at a variable rate of 10% above MM Holding's borrowing costs and for the 2009
and 2010 financial years this equated (o a weighted effective average interest rate of 20% per
annum,

The above is summarised in the table below, with the contribution received heing the amount
pafd by MM Holdings pursuant to the indemnity discussed above:

Financial Year| Contribution | Warranty Warranty | Interest Interest Loan
receivad (3) Fee {%) Fee (%) (%) (%) Qutstanding
{$)

2011 - 2012 - - - 166,603 4,763,382
2010 ~ 2011 - - -] 1,848 078 20 4,888,220
2006 - 2010 - B - - | 3688773 20 15,688,404
2008 - 2009 - - 15767811 70 23,298,000
2007 - 2008 1,062,632 3225784 18 - - -
2006 — 2007 1,264,454 5 812,344 25 - - -
2005 ~ 2006 1,275,408 4,490,933 25 - - -
2004 - 2005 278,467 3,110,918 25 - - .

Total 3,878,959 16,639,980 - | 7,436,386 - -

Accordingly it seems that the Company entered into the above agreement with MM Holdings
and pald approximately $17m to receive benefits totalling approximately 84m however the
level of security provided by MM Holdings via #s assets is unknown. In this regard | note that
the credit facilities of the Company and iis respective funds have always been significantly
less than the value of the assels and accordingly the assistance provided by MM Holdings in
regards to the security would seem minimal.

Entering into such agreements raises the possibility whether this factual matrix has entivened
the provisions of Section 180 pursuant to which a director or other officer of & corporation
must exercise their powers and discharge their duties with the degree of care and diligence
that a reasonable person would exercise if they!
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() were a director or officer of a corporation in the corporation's
circumstances; and

{8} occupied the office held by, and had the same responsibilities within the
corporation gs, the director or officer,

Investigations are continuing info whether entering into the agreements with MM Holdings
were something a reasonable person would have entered into and also whether they are a
breach of Section 181, i.e. were they in the best interests of the Company. In this regard |
note Mark Mcivor is the director and majority shareholder of MM Hoidings.

I note that the investigations of potenfial voidable transactions conducted fo date are not
finalised and a Liquidator would have sufficient time to investigate in further detall the likely
recovery of potential voidable transactions.

Difficulties with pursuing voidable transactions may include:-

1. Legal and accounting fees could be substantial and the matter may take
some time {o resoive,

2. The recipient of the potential voidable transaction may have a valid
defence,

3. The recipient of the potential voidable fransaction may not be in a
position fo pay back those monies if and when a favourable judgment is
received,

4. It can be difficult to sustain a claim against a creditor for the receipt of
certain types of voidable transaction ss the issue of suspleion of
insclvency can be disputed.

Based on the above potential difficulties and past expetience an estimated return from any
voidable transaction recoveries has not been included in any estimated return to creditors
calcuiation at this time. Given my recammendation that the Company be wound up at the
forthcoming meeting, further investigations into the affairs of the Company will be conducted.

11,3 Breaches of Directors Duties

Sections 180 to 184 provide a number of key obligations and duties of directors of a
corporation which provide guidance for direclors in how fo act and perform their roles, A
number of these may have heen breached by the directors of the Company with respect to
various issues which have been discussed above.

In summary these include brsaches of Section 181 with respeet to the waiver of the
management fee ang transactions relating to MM Holdings and aiso Sections 182 and 183 in
respect to the potential conflicts of interest relating to David Tucker.

11.4 Insolvent trading

information about pessible insolvent tfrading is relevant to creditors when making a decision
about the future of & company as directors of a company may generally only be sued for
insolvent trading if the company is in lquidation. As with the voidable transaction analysis
zabove, creditors have to assess the advantages to them of a Deed of Company
Arrangement, which cannot inciude proceeds from insolvent trading acticns, compared to the
fikely return in a liguidation, which could include the proceeds of any successful insolvent

frading action,

As set out in section 15 of this report, # is my opinion that the only option availabie to
creditors is that the Company is slaced into liquidation at the forthcoming meeting. In these
circumstances, | will continue to investigate the affairs of the Company during the course of
the winding up. | will be conducting further investigations inio the possiility of insclvent
trading if appointed liquidator.
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For general information about insolvent trading, ptease refer fo the atlached information
sheet, marked Anpexure A.

There are a number of presumptions afforded to a Liguidator in the assessment and recovery
of an insoivent trading claim. Twe important presumptions are:

Presumption of Continued Insolvency — Section S88E(3} of the Act provides that if it Is proved
that a company is insclvent at any time during the twelve months preceding the
Administrator's appointment, then the Company is presumed to remain insolvent continuously
from that peint until the appointment date. This presumption assists a Liquidator who would
otherwise be required to prove that the Company was insolvent at sach time a new debt was
incurred.

Presumption of Insglvency — Section 588E (4) of the Acl provides that a company is
presumed fo be insolvent if it has failed to maintain books and records in accordance with
Section 286 of the Act,

However, whilst is it acknowledged thal these presumptions exist, a Liguidator would
nonetheless conduct an investigalion and review other documentation bearing on the
Company's sclvency. An initial discussion on the Company's solvency is outlined below,

A company is considered to be insolvent &t the point when it is unable to pay its debts as and
when they fall due for payment. Consideration is given {o when the debts are commercially
due for payment. Accordingly, the test of insolvency is primmarily a cash flow test.

Mandie J in ASIC v Piymin (2003) 48 ACSR 1256 referred {0 a checklist of indicators of
insclvency as follows:

Continuing losses

Liquidity ratics below 1

Cverdue Commonwealth and $tale faxes

Poor relationship with present Bank, including inability to borrow further funds.

No access to slternative finance.

Suppliers placing Company on COD, or otherwise demanding special payments

before resuming supply.

7, Inability to raise further equity capital,

8. Creditors unpaid outside trading terms.

8. Issuing of post-dated chegues,

10, Dishonoured chegues

11. Special arrangements with selected creditors.

12. Solicitors’ letters, summons, judgments or warrants issued against the company.,

13. Payments to credifors of rounded sums which are not reconcilable to specific
invoices,

14. Inability to preduce timely and accurate financial information to display the company's

trading performance and financial position, and make reliable forecasts.

e e e

Some of these indicia as they apply to the Company are as foilows:

Continuing losses

in relation to the performance of the Company | provide the following;

Jun-09 Jun-10 30-Jun-11 23-Feb-12
Revenus 29,806,703 21.471,553 15,216,353 2,638 831
Expenses 12,641,322 | 15 350,880 91,201,446 3,755,712
Prefit/(Loss) Before Tax | 14,164,381 6,120,673 | (75985093) | (1,215781)
Income fax expense (4,276,807} | {(1612,512) - -
Net Profit 9,887,574 4,508,161 | (75885,093) | (1,215781)

From the above, the Company has recorded a trading loss for the 30 June 2011 period and
also the period from 1 July 2071 to 23 February 2012, indicating that it may net have heen
able to pay its debls as and when they fefl due during that pericd.
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Liquidity ratios below 1

An analysis of the Company's liquidity ratio for the pericd prior to my appoiniment is as
follows:

Jun-08 Jun-10 30-Jun-11 23-Feb-12
Current Assets 22,540,437 | 13,804,048 5201,108 3114843
Current Liabilites 26,542 48B4 | 18 663,72C 5703433 5,706,550
Current Ratio .85 | 0.74 0.90 0.55

The liquidity ratic is a good indication of a company's solvency and a ratio of 1 Is consldered
to be the minimum acceptable level

The above table suggests that the Company may have been unable to mesl its current
obligations with its current assets during the pericd 20 June 2011 to 23 February 2012, The
Company's liquidity ratio declined between June 2011 and February 2012 which reflects the
Company's deleriorating financial position.

Overdue Commonwesalth and State taxes

| note that a review of the Running Accouni Balance on the Ausiralian Taxation Office
{*ATC" porial shows that the Company had a current debit balance of $48,037.19 owing fo
the ATO. | note that for the majority of time prior 1o November 2011 the Company maintained
its fax liabilities to a minimum however, since that date the Company has only made two
payments, totaling $48,115. Notwithstanding this the proof of debt lodged by the ATO
indicates an amount outstanding of $485,134,

! note that documentation received from the ATO indicates lodgements outstanding which
may increase or decrease the liability to the ATO. The Company's management accounts
indicate a return of approximately $30,000 may be payable to the Company.

The Inabllity to pay Commonwealth and Siate taxes is indicative of @ company's financial
difficulties and may suggest that the Company was unable to pay is debis as and when they
fell due from a certain point in time.

Poor relationship with present Bank, including inability to borrow further funds

frefer to my comments eariier in this report regarding the varicus lenders and their respeclive
insolvency appointments fo the Company. I understand the Company had been subject to an
investigating accouniants assignment commissioned by NARB prior to the appointment of the
court appointed receiver which reflects a level of apprehension regarding the Company's
financial position and it would have been unlikely that various banks would have provided

further accommeodation to the Company.
Ko access to alternative finance

in addition to the above, | understand the Company may have experienced difficulty in
obtaining funding from sources other than the Bank,

Creditors unpaid outside trading terms

A review of the Company's MYOR file suggests creditors of the Company were unpaid
outside the reguiar trading {erms. The Company's management gccounts indicate that as at
the date of my appointment, approximately 75% of the Company's creditors had remained
outstanding in excess of 30 days. A review of the POD's received o dale shows the earliest
overdue invoices date back o 3 November 2011,

Payments to creditors of rounded sums which are not reconcilable to specific invoices

| note that a review of the management accounts for the six months prior to my appointment
as Administrator reflecis an amount of $810,000 in rounded payments which may not be
reconcilable to specific invoices.
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f note‘ thgt if the Company is wound up at the forthcoming meeting of creditors, further
investigations wilt be conducted to fix the precise date of insalvency and hence the guantum
of any polential insolvent trading claims.

11.5  Directors' Personal Financial Position

Additionafly, as discussed in the attached information sheet, marked Annexure A in certain
circumsiances a directors may be personally fiable for insolvent trading. | have sought fo
make reasonable enguiries to establish the director's capacity to pay any judgment obtained,

Due to financiai and time constraints, | have not sought to conduct a public examination of
the directors. Therefore | am limited fo public information and information provided by the
directors, or autherised by the directors to be disclosed by third parties.

| advise creditors that | have undertaken the following enquiries;

« | have provided the diectors with a guestionnaire to complete
discipsing their personal financial position.

Despite the request of same, the directors have not returned the
completed questionnaires.

» | have undertaken searches of the New South Wales ("NSW"} and
Queensland ("QLD" Land Titles Search on the directers’ name to
determine any proparty owned by the direclors.

Please find enclosed as Annexure B a copy of the resulis of the above searches.

It must ba noted that whilst there are only three current directors there are a number that
were previously appointed on whom the searches have alsc been conducted. This is
because these former directors may have been a director of the company during a period it
traded whilst insolvent and accordingly may also be sublect {0 any potential claims.

At present | am unaware of the equity position in relation 1o the referred properties however
should the Company be placed into Liguidation at the forthcoming meeting of creditors | will

investigate the equity position if warranted.

11,8 Return to Creditors from an Insolvent Trading Action

The attached information sheet published by the IPA notes that a director may be personally
liable for insolvent trading and an action for insolvent {rading would only be brought against
the Director by a Liouldator if a benefit would accrue to creditors from doing so.

In this regard directors have several defences available to them which arg outlined as
follows:

a) The Director had reasonable grounds to expect and did expect that the Company
wasg soivent and would remain s¢;

by The Director had reasonable grounds to believe and did believe that a competent
and reliable person was providing adequate information {o the Director and based
on that information the Director expecied the Company to be solveni and to remain
50,

¢} The Direstor did not take part in the management of the Company &t the time due
to iliness or some other good reason; and

dy The Direclor took reasonable steps fo prevent the Company from incurring the debt,

Accerdingly, creditors should note the following:
o The directers in continuing to trade the Company may have relied on the right of
indemnity held from the funds for debis properly incurred in the adminisiration of

that fund, A number of the debts currently cuistanding may very well be debts
characterised as subject to that indemnity.

Slnsehancylingal? Clisnts\EQ ULNIES CR Deaiing with credilorsiGraditor Clrculars {CCYMIBA Reporfill - Section 438A Report 1204 12.doex

A

943



HALLCHADWICK %'

38

s The directors may also purport to rely on the fact that the EIF and EPCIF have had
a Court appointed Receiver since 21 November 2011 and accordingly have been
ouf of their direct control since that date,

o A number of the Company's related enfities are subject to various external
appointments, cbviously this issue wili specifically effect whether or not action is
commenced in regards fo insclvent frading or any other claims.

Given my recommendation that the Company be wound up at the forthcoming meeting,
further investigations intc insclvent trading will be undertaken. Creditors will be informed of
the outceme of those investigations in due course. However, creditors will note some of the
impediments to a successful prosecution of such claim in the circumstances of this
Company as noted in this report.

12.0 PUBLIC EXAMINATIONS

A number of potential causes of aclion arising out of the Company's business property
affairs and financial circumstances have been identified throughout the course of this report.
In the event creditors resolve to place the Company info fiquidation at their forthcoming
meeting | propose to utilise the examination powers of Part 5.9 of the Act to acguire
svidence with respect to the Company's examinable affairs,

Pursuant to Section 5$6A Mandatory Examination states as follows:

“The Court is to summons a person for examination about a comporation’s
exarminable affairs if:
{a} An eligible applicant applies for the summaons; and
(b} The Court is satisfied that the person is an officer or provisional
liquidator of the corporation or was such an officer or provisicnal
liquidator during or after the 2 years ending:
(i If the corporation is under adminisiration — on the Section
513C day in relation fo the administration; or
(i) i the corporation hes execufed a deed of company
arrangement that has not yet terminated — on the Section
513C day in relation to the administration that ended when
the deed was executed; or
{ii} If the corporation is being, or has been, wound up — when the
winding up began, or
{iv) Otherwise ~ when the application is mads,

n addition, Section 5888 Discretionary Examination siates as follows: -

"“The Court may summons & person for examination about a comporafion’s
examinable affairs If:

fa) An efigible applicant applies for the summons; and

(b) The Cour is satisfied thal the person;

(i) Has taken part or been concemed in the examinable affairs of the
comporation and has been, or may have been, guilty of misconduct in
refation to the corporation; or

(y May be able to give information about examinable affairs of the

corporation.

| note that Liquidators are ‘eligible applicants’ for the purposes of Part 5.9 of the Act and
sccordingly 2 mandatory public examination of af least the following directors and other
officeholders wili be initiated:
o Mark Mclvor
David Kennedy
David Tucker
Craig Treasure
John Goddard
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Sufﬁcieq( evidence must be provided to the court in relation fo a relevan: party having
information with respect to the examinable affairs of the Company before that ratevant party

can be examined under the discretionary examination srovisions.

The timing of public examinations, the proposed examineas, the scope of the relevant
examinations and ihe funding thereof may be an appropriate consideration of a committee of
creditors should creditors resoive fo appoint cne at their forthcoming meeting. Further
information with respact to the public examination provisions of the Act will be provided to the

creditors at the forthcoming meeting on Friday 20 Apri! 2012,

13.0  ESTIMATED RETURN FROM A WINDING UP

Liguidation | Liguidation
Scenario Scenarlo
Note (Low) (High)
5 $ (exc! GBT) | 3 (exci GST)
Receipts
Sundry Debiors 1 Nil 2,671,833
Other Recalvabies 1 393,538 828771
. Bue from related enfities B Nil 2668501
" Voidable Transactions z Unknown Unknown
[ Insoivent Trading 2 Unknown Unknown
| Total Recelpts (estimated) 393,639 5,867,305
“Payments I
| - Receivers and Managers Remuneration 3 Nii Nil
[_- Receivers and Managers Disbursements 3 Nil Nit
- Administrators Remuneration 4 400,000 850,000
- Administrators Disbursements 4 40,000 150,000
Etiquédators Remuneration 4 200,006 300,000
- Liquidators Disbursements 4 50,000 50,000
Secured Creditor 5 17,136,488 Nil
Return fo Secured Creditors (¢f§) 5 n/a nia
Amount for Ordinary unsecured graditors 8 ) Nil 4,717,305
Ordinary Uinsecured creditors’ claims G 66,062 559 59,064,522 |
{_Return to Ordinary unsecured Creditors (c/$} (Est) | 6 Nil 5.83 |

Notes:

1. Realisability of assets is discussed earlier in section 10.1 of this report.

2. Claims with respect to voidable transactions and insolvent trading are discussed
earler in section 11 of this report,

3. The Recsivers and Managers of the Company may recover their costs from EiF as
they ara appointed by NAB who has security over EIF,

4. The basis on the fees of the Administrators and Liquidators Is discussed in saction 16
of this report,

As discussed in section 10.2 the secured creditors have securities in other entities
and accordingly should they recover their dabt from these other entities they will not
participate in any recoveries made from the Administration/iquidation,

&2

6. Refer to section 10.2 of this report for & discussion of the unsecured creditors of the
Company, It should be noted that contingent creditors is not included in this figure
howsver will be added to the unsecured creditors upen salisfaction that their debt
has been established and quantified.
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14.0 REPLACEMENT OF THE RESPONSIBLE ENTITY

! note that the information provided in this section of the report is introductory only
and should be used by relevant parties to seek legal and financial advice and form
their own opinions. | confirm that the Administrators are not providing financlal advice
and unit holders should conduct their own due diligence in regpect of the information
provided. The Administrators will not be liable for the information provided nor
decisions made on reliance of this information.

At the previous meeting of creditors the possibiiity of a replacement of the Company as
responsible entity of EIF was canvassed. | note that Chapter 5C of the Act refating to
managed investmant schemes and the constitution of the respective funds contemplates this
possibility. It should be noted that only a change in the RE for EIF has been considered and
not any of the other funds as EPF is unfikely to discharge its secured creditor in full.

14.1 Procedure to replace
in ordar for the RE to be replaced there would be a number of key steps involved:

Unit holders meeting

informing ASIC

Court Application

Any consequential amendments 1o the fund's canstitution resuiting from a change of

RE

o h

1. Unit holders meeting

As per the funds' constitutions the Company, as Manager, or the unit holders in certain
circumstances, may call a meeting of the Members af any time. In order to convene this
meeting at least twenty cne (21 days written notice must be given in writing, The notice
must be provided fo each member entitiad to vote at the meeting, each director of the
manager, the auditor and also the auditor of the compliance plan. A notice of meeting sent by
post is taken to be given 3 days after it Is posted. A notice of maeting sent by fax, or other
electronic means is taken to be given on the business day after it is sent.

The notice must set out the dale, place and time of the meeting; state the general nature of
the meeting's business; if a special or extraordinary resolution is proposed, then set oul an
infent to propose a special or extraordinary resolution and state the resolution and contain a
statement setting out that the member has the right to appoint a proxy, that the proxy does
rnot need to be a member and that if the member appoints 2 proxies, the member may specify
the proportion or number of vetes the proxy is appointed to exercise.

At this meeting the unit holders must vote on:
{a} An extraordinary resolution that the current manager should be remaved: and
{b) An extraordinary resolution choosing a person to be the new manager,
The constitutions indicate that a special or extraordinary resclution put to the vote at a

meating of Members must be decided on a poil. Such a resolution would require at least a
majority of all unit holders entitied to vote in favour of it for it to be approved.

2. Informing ASIC

As per proceedings commenced by ASIC discussed in Section 8.7 of thig report and the
fatest court orders dated 28 March 2012 ASIC is required to be notified of any change fo the
constitution of the EIF. This includes the replacement of the Coempany as RE and accordingly
ASIC will have fo be made aware of such action,

3. Court Application

A threshold issue | have considered with respect to the possible reptacement of the Company
as RE is the orders of Applegarth J of the Supreme Court of Queensland dzted 21 November
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2011 and 23 November 2011 that the company wind up EIF and EPCIF and that the court
appointed Receaiver be appointed as the person regponsible far ensuring the respective funds
are wound up in accordance with their respective consiitutions,

That is the court has effectively ordered the funds to be wound up and in such circumstances,
the reascnable question could be what the role for a replacement responsibie entity is.

P have taken legal advice with respect te this issue and have been advisad there is no
authority which suggests the winding up could not be reversed by a further order of the court.

The legal advice | have received suggests in the absence of binding authority, the jurisdiction
of the court would be discretionary and analogous to the considerations when a court orders
a stay of an Cfficial Liguidation pursuant to Section 482 of the Act.

Considerations which the court has had regard to in that jurisdiction include:

» The appficant must make oul a positive case for the favourable exercise of the courts
discretion:

s The applicant must show the nature and extent of the crediiors and whether all debts
have been discharged,

= The attitude of creditors, contributories and the Liquidator is a general consideration;

¢« The applicant must show the general trading position and general solvency of the
company,

e The applicant must provide a full explanation of any non-compliance by the directors
with their staiutory duties;

s The applicant mus! explain the general background and circumstances leading to the
winding up order,

s The appiicant must show the nature of the company's business and whether the
conduct of the company was in any way contrary to the commercial morality and the
public interest;

Upen applying these considerations fo the circumstances of the Cempany it would seem the
minimum censiderations to be satisfied prior te the court exercising its discretion to stay and
order reversal of the orders of 21 November 2011 and 23 November 2011 would be as

follows:
1. Quarantine former beard from any involvement in fund affairs:

2. Repayment of secured debts of NAB and CBA of approximateiy $9.6 Million
tn this regard | note the court appointed receiver in his latest investor update
eslimates that to cccur by 30 June 2012;

3. Replacement responsible entity reputable and substantial;

4. In best interest of investors-
-~ inthis regard the issue of whether the replacement by the company by a new RE
woutld result in reconversion of subordinated units held by the company in its own
right and a decrease in the value of units held by other members is a relevant

congideration,

5. Position of contingent claims
- these centingent claims would be preserved against the old RE and the refevant

directors;
6. Whether it is just and equitable fo replace the RE.
7. 1 would anticipate the audit of the funds which was being underiaken by the funds
auditer KPMG for the financial year ended 30 June 2014 would need to be

completed, The court appointed receiver has indicated this will not be & prerequisite
of his role as the funds are in wind down mode.
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8. Any replacement of the Company as responsible apply of the funds wouid require the
support of ASIC,

In this regard | note some of thess threshold issues have nof been satisfied as at the date of
this report — e.g. discharge of secured creditors although circumstances may be subject to
variation in which case an application for a stay/reversal of the winding up may be a feasible
alternative for investors consideration at some point In the future,

14.2 Subordinated Units

As per discussions earlier in this report the Company holds 40million subordinated units in
EIF which, as a result of the impairment recommended by KPMG, currently have nil value. !
note however that as per the EIF's constitution in the event the Company is removed as RE
its subordinated units will convert fo an ordinary class of unit, in the event the absence of
consent of the Company fo retaining subordinated sfatus.

This conversion of the subordinated units is calculated on a formula based on the value of the
ordinary and subordinated units at the time of the conversion. in the absence of the
Company's consent to waive this conversion, such a conversion could unfavourably affect the
position of the remaining ordinary unit helders as it would diminish the share in the available
funds for the balance of the ordinary unit holders.

Accordingly we are currently seeking legal advice as to whom the Company must act in the
interests of, l.e. itself and Hs creditors or the unit holders as RE of the funds. | note that it may
be that the Receivers and Managers of the Company may alse need to consent {o any such
action in order to remove the clause regarding the conversion.

14.3 Poiential new RE's

During the course of the Administration | have met and held discussions with a number of
potential REs that may be interesied in faking over the role from the Company. | have
summarised the proposals received from these below.

Baimain NB Corporation Limited (‘Balmain')

= Once Balmain is appointed their asset management and recovery team is o
undertake a due diligence process {0 prepare any asset realisation recommendations
« Fee structure: Managemeni Fee of not less than 2% per annum of the gross asset
value, payable monthly in arrears (including costs of calling members meeting to

appoint an independent RE)
See Annexure C for the Balmain proposat in full,
Trilogy Funds Management Limited (‘Trilogy’}

e Initially Trilogy fo act as temporary RE
«  Once installed as temporary RE Trilogy is to conduel a due diligence process
including: .
An asset review fo develop a realfisation plan,
- Develop a plan to continue winding up the fund (based on asset realisation plan),
- Develop a plan to deal with the subordinated units (noting this may reguire
directiaons from the court),
« Infenfion to call 2 meeting of unit holders within three months;
« Intention to esiablish an Investor Commitiee
« Fee structure; Management Fees at 1.25% per annum of the vaiue of assets

See Annexure D for the Trilogy proposal in full.
Venture Axess Group Limited

e Lion Advantage {to be whoily ownad by VAGL) ('Lion'} will become RE of the funds;
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o Unit Holders will be cffered Redeemable Convertible Preference Shares (RCPS') in
VAGL. Effectively investors are to exchange units in EIF for RCPS in VAGL. See full
proposal for a detailed explanation on RCPS,

s VAGL is expected fo be re-guoted on the Nationai Siock Exchange ("NSX") by mid
April 2012, If investors exchange fheir units for the RCPS it is expected thai the
shares can be traded on the NSX (ne guarantee of liquidity);

e Lion currently holds appropriate licenses and insurance cover and engaged Perpetual
Nomineas Limited as an independent Custodian to hold the assets of the fund,

«  Section 4 of the full preposal includes details on the strategy for asset realisation.
Effectively the strategy is based on an assessment of the (disiressed) asset and
determining If i is best realised on & short, medium or long term basis,

<«  VAGL will also pursue debt recovery to the fullest extent possible;

¢ Section 5 of the full proposai inciudes detadls on the strategy for freatment of the
subordinated units. Effectively the strategy is based on redempfion of subordinated
units only occurring once the value of ordinary units reachaes $1;

¢ Fee structure; Management fee at 1.50% per annum of gross assets, and

«  Expected return will be between 3 and 5 years

See Annexure E for the VAGL proposal in full,
Points to note in relation to the respective proposals received are as follows:

« Both the Balmain and Trilogy proposals presuppose a continued wing down of the
funds with a view to anh utimate returnh of investor funds, The VAGL proposal
envisages the investors’ funds forming part of a new managed investment scheme
with unit holders interests to be converted to a hybrid form of "tradeable” security
termed Redeemable Converlible Preference Shares;

e Balmain and Trilogy have considerable experience and expertise in dealing with the
winding up of distressed managed investment schemes;

e David Hickie, 2 current director of the Company {although recently appointed on 12
January 2012} is also a director of VAGL,

s |t is my understanding that VAGL is to ufilise the Australian Financial Services
Licence belonging to VentureAxess Fund Managers Limited however it has not {o
date amended this license from wholesale to retail and VAGL has not to date bean
refisted on the NSX. Accordingly VAGL is not currently in a position to effectuate its
proposal;

s Given the uncerainty surrounding key aspects of the VAGL proposal, in particufar the
ulimate Bkely return to unit holders, VAGL would need fo provide persuasive
evidence o convince the Administrators that their proposal is in investors best
interests and indeed to secure the support of ASIC fo their proposal;

e in those circumstances it may well be that any comparison in respect of the wind
down of the funds to be made by unit holders may involve an assessment of the
relative cost of the aiternatives remaining available,

As notad earlier, certain threshold issues have nof been satisfied wherein it is appropriate for
a meeting of unit holders to be convened to consider replacement of the Company as RE.
Eurther 1 am conscious that the process will involve a degree of expense involving as # does
2 meeting of investors and an application to court seeking consequential orders,

On this basis | have enclosed as Annexure F a survey form for unit helders to complete as to
whether they require further work to be completed fo transition the Company as RE. The
resuits of this survey will inform the Administrators decision as lo whether further work is
appropriate to be completed with respect to this aspect of the administration. in the event
unitholders are unable to attend the meeting of creditors dated 20 April 2012 the survey form
can be forwarded separately to my cffice.

Ginsolvency\nsel? Clientst EQUILINES TR Deating with creditors\Creditar Circulars {CCIMIYA Reporittd - Section 439A Report $204 42 dnex

949



15.0

HALLCHADWICK %'

44

ADMINISTRATORS' RECOMMENDATION

The following oplions are available to creditors to decide pursuant to Section 439C of the Act,
being that:

e the Company execuie the proposed Deed,
« the administration should end; or
o the Company be wound up.

My opinton on each opticn and the reasons for my opinion are set cut in the following:

a)

The Company execuie the proposed Deed

| note that a Deed has not been proposed and accordingly this option is not
available for creditors and | am unable to express an opinion as fo whether
execution of a deed i8 in creditors best interests.

The adminisiration should end

| refer to the Company's schedule of assets and liabilities defailed earlier in this
rapori and note that the Company is insolvent. As Administrator, | do not see any
reason to recommend o creditors that the Administration should end and the

Company be handed back to the Director.

Accordingly, it is my opinion that it is not in the creditors’ interests for the
Administration to end.

The Company should be wound up

In the circumsiances where the Directors have not put forward a proposal for the
Company to execute a Deed of Company Arrangement and there is no benefif to
creditors from returning the Company to the control of the Directors, it is my opinion
that it is in the interests of creditors for the Company to be wound up,

The Liguidators will continue to investigate the affairs of the Company during the
course of the winding up. This option will enable the foliowing

¢« Facilitate coliection of assets of the Company identified in this report;

e Facilitate replacement of the Company as RE of the EIF and EFF funds
should members so resoive;

« Facilifate public examinaticns of the director and relevant parties into the
examinable affairs of the Company;

e Facilitate verification and quaniification of unit holders contingent ciaims in

respect of
o Alleged breach of fiduciary dulies,
o Alleged breach of trust;
o Alleged breach of the Corporations Act;
o Alleged negligence; and
o Alleged misleading and deceptive conduct.

e Facilifate investigations info the availability of actions (and if appropriate}
recoveries in respect of voidable transactions, breach of directors dulies and

insclvent frading; and

« Finalisation of the Company's affairs in accordance with the Corporations
Act.

For this reason, it is my opinion that it is in the creditors’ interesis for the
Coempany to be wound up.
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16,0 REMUNERATION AND DISBURSEMENTS

Pursuant fo Section 445F of the Act the Administrator is entitled to such remuneration as is
determinad by agreement between the Administrator and the commitiee of crediters {if any),
or by resolution of the Company's credifors, or if there is no such agreement or resclution -
by the Court. Where the remuneration is determined by agreement with the commitiee of
creditors or by resoiution of the Company's creditors, the Court may, on the -appiication of
ASIC, the Administrator or of an officer, member or creditor of the Company review the
remuneration and confirm, increase or reduce it.

An Administrator, when seeking approval for remuneration, sheuld provide sufficient
information 1o enable creditors ta properly consider the reasonableness of the remuneration
sought. If creditors do not believe that they have received sufficient information in this report
to allow them to approve the Administrator's fees at the forthcoming meeting of creditors then
| request that you immediately contact this office to determine whether further information can

he provided.

in accordance with Section 449E(7) of the Act before remuneration is fixed by the creditors
the Joint and Several Administrators must prepare a report setting out:

(i} such matters as will enable the members of the committee of creditors or the
creditors to make an informed assessment as to whether the proposed
remuneration is reasonable; and

{ii) a summary description of the major tasks performed, or likely to be
performed, by the liquidator; and
{ith) the costs associated with each of those major tasks; and

{iv} give a copy of the report to each member of the committee of creditors or
creditors at the same time as they are notified of the relevant meeting.

¢ attach for your reference, marked Annexure G ithe creditors information sheet titled
“Approving Remuneration in Externial Administrations” issued by the Insolvency Practifioners

Asgsociation,
Creditors are referred to;

2} My initial advice fo creditors regarding remuneration calculation methods, sent
out with my repert to creditors dated 17 February 2012, In my initial advice |
noted that | proposed that my remuneration be calculated on a time basis.

! also attach, marked Annexure H a schedule of hourly rates which alse includes
a guide showing the quaiifications and experience of staff engaged i the
administration and the role they take in the administration,

by The tabies set out at Annexure |, These tables set out a general description of
wark carried out for the period of the :

i, Voluniary Administration to 20 April 2012
. The winding up from 20 Apri 2012 to completion,

¢) The spreadsheet set ocut a! Annexure J that sels out the calculation of
remuneration by appointee, employee and position,

it is apparent from the abovementioned annexures that the Administrators’ work in progress
from appointment o the date of the meeting totals $650,000 plus GST, The Administraters
are prepared to seek a reduced approval at this time in accordance with the resolution set out
below. In the event of recoveries the Adminisirators will seek approval of the full balance of
the fees incurred at a later date. Creditors will appreciate recoveries (if any) will be subject fo
a significant delay.

This amount for which approval has been sought has been determined by reducing the
Administrators’ work in progress with respect fo fasks such as:
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= Photocopying records utitised for investigations so that ariginals may be collected by
the respective Receiver andfor Receivers and Managers;

o Investigations into various issues for the report to creditors including review of
historical Information relating to the Gompany;

e Investigations into related entifies and potential recoveries from same;

«  Extension of the convening period and associated decuments that were reguired o
be prepared,

»  Aftendance at initial meeting of creditors, in particular attending to queries in regards
lo same,

In summary, at the forthcoming meeting the Administrators wilt seek creditor approval that:

Administrators’ Remuneration:

"‘the remuneration of the Administrators from the commencement of the Administration fo 20
April 2012 be approved up to a maximum amount of $400,000 plus GST, calculated in
accordance with the Hail Chadwick houtly rates as detaifed in the Report {o Credifors dated
17 February 2012 (“the base rate”) and as vared from time lo time with such annual
increases {if any} to be no greater than 10% of the base rate, and that the Administrators be
authorised to draw the remuneration on @ monthly basis or as required.”

Liguidators’ Remuneration;

“the remuneration of the Liquidators from commencement fo the completion of the liquidation
he approved up to a maximum amount of $200,000 plus GST, beyond which creditors further
approval will be sought, calculated in accordance with the Hall Chadwick hourly rales as
detailed in the Report to Credilors dated 17 February 2012 (“the base rate”) and as varied
from fime fo time with such annual increases (If any) fo be no greater than 10% of the base
rate, and that the Liquidafors be authorsed to draw the remuneration on a manthly basis or

as required.”

in addition to the Administrators and Liguidators remuneration discussed above and for which
I will seek creditors approval, disbursements made by my office on behalf of the Company
will be charged al the rates disclosed in the aftached summary of disbursement rates,
marked Annexulre K,

Creditors will note included in the disbursemants is approximately $100,000 in legal costs to
the Administrators legal advisors, This cost is being carried by my firm and was incurred to
seek clarity on a number of the complex issues encountered in the course of the

administration for the benefit of creditors.

16,1 Indemnity from fund assets

Subseqguent to the initial meeting of the credifors the Adminisirators have had further legal
advice that work completed by the Administrators with respect fo the Company's rcle as
responsible entity may be subject 1o the Company's indemnity under the constitution,

The scope and nature of any indemniy available to the Administrators is complicated by the
appointment and indemnity avaifable to the court appointed receiver under the orders dated

2% and 23 November 2011,

As such the Administrators will be approaching the court fo seek clarity on the scope of any
indemnity available to the Administrators in this regard,

Galnsolvencytinscl? ClientsiEQUILN1ES CR Dealing with creditarsiCreditor Cireulars (GEMIBA Reportii3 - Begllon 439A Repart 1204 12.docx

-4

952



HALLCHADWICK

47

17.0  MEETING

Creditors are invited to attend the meeting of creditors to be held on Friday 20 April 2012 at
11:00am. Enclosed please find the following:

v Notice of Mesting (Form 528)

The second meeting of creditors has been convened to be held on Friday 20
April 2012 at 11.00am at Walermark Hotel & Spa Gold Coast, 3032 Surfers
Paradise Boulevard, Surfers Paradise, QLD, 4217,

I advisa that there will be teleconferencing facilities available at the following
locations, for those creditors located interstate:

Sydney: Melbourne:

Hall Chadwick Hall Chadwick

l.evel 29 Level 14

31 Market Street 45 Wililam Street
Sydney NSW 2000 Metbourne VIC 3000

Local ime of fhe Meeting: 11.00 AM Local time of the Mesting: 11.00 AM

Perth Brishane:

Hall Chadwick Hall Chadwick
243 Hay St Level 18

Subiaco WA 6008 144 Edward Sireet

Brisbane QLD 4000

Local time of the Meeling. .00 AM Local time of the Meeting: 11.00 AM

it is not compulsory for you to attend this meeting. You can nominate someone
glse or the chairman to attend and vote on your behalf. The chairman will vote
on your proxy as directed by you, Your norn-attendance will pot affect the vaiidity
of your claim against the Company. A specific voling proxy on the meeting's
resolutions is attached to the proxy form and may be completed if you are not
able to atlend,

s Proxy Form (Form 532)

The proxy form submitied (if any) for the previous meeting cannot be used for
this meeting.

A new proxy form must be completed. Please note that corporate creditors must

submit a proxy if they intend to vote at the meeting. Proxies may be lodged up to
the time of commencement of the meeting.

& Formal Proof of Debt Fom

Piease only submit this form if you have not already done so, or if your claim has
altered.

Giinsolvencyinsel? Clients\EQUILIES CR Dealing with creditorsiCreditor Circutars {CC)W 394 Repori13 - Section 439A Report 120412, d00x
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18.0 DISCLAIMER

The information contained in this report is based upon investigations into the affairs of the
Company and advice from relevant parties. In these circumstances creditors must appreciate
the limitations in the information provided. The Corporations Act 2007 timetable necessitates
the completion of this report in a relatively shart peried of time,

The statement of financial position recorded earlier in this report and the estimated ocutcome
is an estimate only based on information available at the date of this report. Many factors
affect the estimated culcome to creditors, The data used in this report may change as further
information becomes available and after all matters in the administration are finalised. If there
is any additional material information received in the Administration then it will be presented
to creditors as soon as practicable.

Creditors are encouraged to either attend and actively participate at the meeting or supply
information to the Administralors about the Company's financial affairs, Without such
assisiance from creditors, you cannot expect to maximise your return from the Administration

and Liguidation,

Creditors will be aware that the Administrator rmust act as Chairman of the forthcoming
meeting of craditors, Further, it may be necessary for the Chairman to use a casting vote in
respect of 3 motion to wind up the Company or for the Company to enter into a Deed of
Campany Arrangement,

H is my intention, as Administrator, to use any casting vote in accordance with the
recommendations contained within this report.  This infention is based on the information
available at the cate of this report and the reasons set out in this report.  This position is
subject to the Administrators not receiving any further information before or during the
meeting that would result in the recommendation being changed.

| frust that this report adequately discioses information relevant o the Company's position
and therefore aliows creditors to make an informed decision as to the Company's future. |
welcome further advice or comments from craditors on the report and the affairs of the

Company in general.

Should you have any further queries, please do not hesitale to contact Jovan Singh of this
office.

Yours faithfully,

ADMINISTRATOR

Glnsclvenaytingel? Clianmts\EQUILINIES CR Dealing with cradilorsiGreditar Circstars {CCY430A Reportiid - Saglion 4394 Report 1204 12.docx
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Remuneration Repost

Equititrust Limited
(Receivers Appolnted) {Administrators Appointed)
(Receivers and Managers Appointed)
ACN; 061 383 944

Company: Equitifrust Limited (Receivers Appointed) ] Period From;: To:
(Administrators Appointed) (Receivers and Managers

Appointed)

15 February 2012 20 Aprii 2012

Practitioners:
Richard Albarran, Blair Pleash, Glen Qldham

r Firm: Hall Chadwick

Administration Type: Voluntary Administration

The work that my staff and | have been required to comiplete and the work which will encompass the fee
that | will request the creditors fix at the forthcoming meeting includes:

Task Area General Description

includes

Document maintenance
Administration ! file review /

- Internal notifications of appaintment including
opening files,

checklist - Updating conirol forms and tasking lists.
347 Hours - Fiing documentation.
- File reviews.
$108,000 Updating checklists,
(including insurance - Identification of potential issues requiring attention
estimate) of insurance specialists

- Correspondence with insurer regarding initial and
ongoing insurance reqguirements
Various discussions and finafisation with PRM in
relation to insurance related issuss,

- Reviewing insurance policies, in particular the
Directors ang Officeholders Policy and Liability
Policy to determine scope of cover and any
applicable exclusions.

- Correspondence with previous brokers.

- Consider information provided by third parties with
respect to insurance issues,

Bank account
administration

- Preparing correspondence opening and closing
accounts.

- Reguesting bank siatements,

- Bank accouni reconcifiations.

- Correspondence with bank regarding specific
transaclions.

- Notify banks of appointment,

- Preparing and posting cash book entries and
complele bank reconcillations.

ASIC, Forms and
lodgements

- Preparing and lodging ASIC forms including 505,
5011, 524, efc.

- Correspondence with ASIC regarding statutory
forms.

- Investigations surrounding aliegations raised by
ASIC.

- Meetling with ASIC enforcement officers 1o discuss
the Administration, ongoing issues and the future
direction of the appointment,

ATO and other statutory
reporting

- Preparation of documentation informing Directors
of their statutory obligations once the
Administrators are appointed.

- Preparaticn and Iodgement of statutory documents
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Equititrust Limited
{Receivers Appointed} (Administrators Appointed)
(Receivers and Managers Appointed)
ACN: 061 383 944

notifying of appointment of Administrators,
Registration for GST and preparation and
lodgement of Business Activity Statements.
Preparation of advertisements notifying
appointmeant and meetings of creditors,

Finalisation

Completing checklists

Finalising WIP for admin period

Prepare documentis for transition of assignment
from administration.

Prepare entries for change of bank account and
cash book.

Pianning / Review

Discussions regarding status of adminisiration
Discussions with the direstars in relation to the
Administration of the Company.

Telephone conferences with infer-state staffin
retation {o Administration strategy.

Internal review of job progression,

Books and records /
Storage

Dealing with records in storage

Sending job files to storage

Reviewing records locatad on site, listing and
photocepying records.

Liaising with other appointees with respect to hard
and soft coples of records and appropriate action,

Assets
295 Hours
$108,500

{including
estimate)

Replacement of the
Company as Responsible
Entity

Reviewed records with respect to the funds
managed by the Company in order to obtain an
understanding of the funds and their respactive
asset porifolio to determine possibility of a new
Responsiblie Entity.

Liaised with varfous other potential Responsible
Entities in regard to continued management of the
funds.

Liaise with polential Responsible Entities with
respect to offers recelved and information required.
Liaise with Court appointed Receiver with respect
to any propesal for the Company o continue as the
Responsible entity,

Considered implications of the change of the
Responsible Entity.

Reviewed the constitufion with respect fo the
chanhge of the Responsibie Tntity.

Internal meetings to discussireview offers received.
Reporied to investors in regards to offers received,

Sale of Real Property

Review vaiuations for properties of the funds
managed by the Company.

Lialsed with staff of related entity with respect to
current and potential future sales,

internal file notes for each property to obtain an
understanding of the current position and future
action.

Liaised with Court appointed Receiver and
privately appointed Receiver and Manager with
respect {o the execution of various sale contracts,

Assets subject to specific
charges

Liaised with various secured creditors and their
representatives {both legal and insolvency
representatives) to sbiain an understanding of their
position and the scope in which they are acting.

Debtors

Review list of accounts receivable,
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Equititrust Limited
{(Receivers Appointed) (Administrators Appointed)
{Receivers and Managers Appointed}

ACN: 061 383 944
I

Liaise with staff regarding detaiis surrounding %
accounts receivabie list and coliectability of some.
Investigations info collectability of Management

Fee,

Reconclling ledger of amount due from the funds |
by way of management fee/scheme expense
relmbursements, fiaising with Receiver regarding
same.

Investigations regarding the value of invesiments
in related entities and file notes regarding same,
ternal file notes regarding coliectability of
accounts receivable.

Other Assets

Tasks associated with realising other assels

Hoid discussions with the officers of the Company
in relation to assets of the Company.

Review of the information provided by third parties
in relation to assets of the Company,

Review of the Company's financials and books and
records fo identify the assets of the Company.
Assessing investment position of the Company in
various subsidiaries,

Leasing

Liaise with employees of refated entity, responsible
for iease agreements,

Creditors
612 Hours
$215,000

(including
estimate)

Crediter Enquiries

L

— L

H

Attend fo creditor enquiries by telephone,
Review and prepare correspondence o credilors
and their representatives via facsimile, email and
post.

Attended various enquiries from the
creditorsfinvestors in relation to the Administration
process and their claim,

Post regular updates on the Company’s website.
Liaise with creditors with respact to the extension
of the convening pericd and comply with
subsequent orders.

! Secured creditor reporting

Various correspondence and discussions with the
secured creditors and their representatives,
Reviewed the validity and quantum of secured
creditor claims,

Responding fo secured creditors’ queries.

. Crediior reports

Obtaining list of creditors and importing to the T
system.

Notification to the creditors and employees of the
Administration.

Preparation of the initial report to creditors with
attachments,

Preparation of the report to creditors regarding the
extension of the convening period.

Preparation of Section 439A report to creditors with
attachments.

Dealing with preofs of
debt

Receipting and filing POD's when not related to &
dividend

Corresponding with OSR and ATO regarding
POD's whan not refated to a dividend

Receiving craditors’ claims throughout the
Administration period and updating the records,
Correspondence inviting creditors to fodge proofs
of debt,
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Remuneration Report

Equititrust Limited
{Recelvers Appointed) (Administrators Appointed)
{Receivers and Managers Appointed)
ACN: 061 383 944

|
|
|
|

Reviewing supporting documents for creditors
chaim.

Review of claims from craditors and recorded in
the system,

Assessment of admissibility and quantum of
contingent ciaims of the Company.

Meeting of Creditors

|
|
|
:

Preparation of meeting notices, proxies and
advertisements.

Forward notice of meeling to alt known craditors.
Preparation of meeting file, including agenda,
certificate of postage, attendance register, list of
creditors, reports to creditors, advertisement of
meeting znd draft minutes of meeting.
Preparation and lodgement of minutes of maetings
with ASIC.

Responding to stakeholder queries and questions
immediately foliowing meeting.

Advertisement of the initial meeting of creditors.
Preparation of documentation for attendance at
meeting of creditors,

Attending creditors' queriss before and after
meeting of creditors.

Collating and recording of proxies for meeting of
creditors,

Collating and recording of proofs of debt for
meeting of creditors,

Attending the initial meeting of craditors.
Preparation and lodgement of minutes of initial
craditors meeting,

Forwarding of minutes of meeting of creditors to
Committee of Creditors.

Arranging telephone conference for meeting of
Committee of Creditors.

Qrganising and booking the meeting rooms,

Investor enquities

Altended io numerous enguiries from unit Rolders
of the funds for which the Company is the
Responsible entity, via the use of an investor
enguliry line and email address.

Maintaining creditor/investor enquiry register
Initia! day one letters

Atlending to investor queries and advising of the
Administration process.

Review and prepare correspondence to investors
and their representatives via facsimiie, email and
post.

Altended various enquiries from the investors in
relation to the Administration process and their
respective ciaims.

Post regular updates on the Comparny's website,
Liaise with investors with respect to the extension
of the convening period and comply with
subsequent orders,

Seek legal advice with respect to the most
appropriate treatment of the investors,

Trade On

Trade On Management

Liaising with management and staff subjéct to |

Service Agraement with ECG.
Allendance on sile

959



Remuneration Report

Equititrust Limited
{Receivers Appointed) (Administrators Appointed)
{Receivers and Managers Appointed)
ACN: 061 383 944

18.0 Hours

$8,000
(including
estimate)

Obtaining detaiis of various lease and services
agreemants of the Company and the respeciive
funds,

" Processing receipts &
payments

Entering receipt and payments inte accounting
system.

Reviewing company's cash flows and financial
statements.

Meetings to discuss trading position,

Investigation
536 Hours
$185,000

{including
estimate)

Conducting Investigations

Coliection of company books and records.
Reviewing company’s books and records,

Review and preparation of company nature and
history.

Conducting and summarising statutcry searches.
Preparation of comparative financial statements.
Review of specific transactions and liaising with
directors regarding certain transactions.
Preparation of investigation file.

Lodgement of investigation with the ASIC.

Issued various demands for the books and records
of the Company to the Company’s Directors,
auditor and solicitor.

Various islephone conversations with the
Company's internal accountant in relation to the
Company books and records,

Conducting investigations into the Company’s
business, property, affairs and financial
circumstances for the purposes of the Section
438A report.

Performing company searches for various
companigs in the Group,

Ferforming investigations in the group structure,
intercompany transactions and the vaiue of the
Company's invesiment,

Investigation in refation 1o past and current officers
of the Company.

Cbtain and list books and records of the Company,
Investigations into the ownership of the assefs of
the Company.

Conducting investigations in relation to reasons for
failure of the Company,

Preparing and sending correspondences to
Directors regarding personal financial positions,
Review of cashbook and various trial baiances and
accounis.

Performing investigations in refation to voidable
transactions,

investigation in relation fo insolven! trading of the
Company and calculating insolvent trading claims,
Performing land title search in relation to the
Directors name,

Performing calculation of estimated return to
creditors in Liquidation scenarios,

Hedd various discussions with representatives of
the other appointees.

Review records of the Company relevant to the
assets of the funds for which the Company is the

Responsible Entity and prepare internaf file notes o
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Equititrust Limited
(Receivers Appointed) {Administrators Appointed)
{Receivers and Managers Appointed)

ACN: 061 383 944

of same.

Various discussions with ECG staff with respect to
value of assets and current status, internal fite
notes of same,

Discussions with Government authorities regarding
various regulatory issues.

Investigations into related party relationships and
relevant ransactions.

Investigations surrcunding ailegations raised by
ASIC,

Intarnal meetings to discuss status of litigation.
Liaise with ECG slaff regarding various potential
litigation action and current status of each matler.
Liaising with solicitors regarding recovery actions,
Internal meetings fo discuss appropriate action
with respect to potential liligation matters.

Prafting, executing and sending statutory
investigation report to ASIC in accordance with
Section 438D of the Act,

Preparing statutory investigation repaorts,

Liatsing with ASIC with respect fo various
alfegations.

Seeking legal advice from solicitors with respect io
varjous potential litigious matters.

Dealing with replacement of Responsible Entity
issues.

Dealing with ASIC proceedings.

Deating with unit holders in relation to potential
fitigation claims.

Preparing and dealing with indemnities relating {0
Htigation.

lssues relating to the application for the extension
of the convening period and compliance with the
respective orders,

Jr
]/ ! Litigation Recoveries
] ASIC reporting
| e
j Litigation
/ 89 Hours
$30,000

‘Total Hours

Total Remuneration (exciuding GST)
GS8T at 10%

Totaf Remuneration (ineluding GST)

1,677.50 Hours
$650,000
$65,600
$715,000
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Equititrust Limited
{Receivers Appointed) (Administrators Appointed)
(Receivers and Managers Appointed)
ACN: 061 383 944

| Company: Equittrust Limied {Receivers Appeinied) | Period From. | To: 7
(Administrators Appointed) (Receivers and 20 Aprif 2012 Compiletion of I
Managers Appointed) [ Liguidation
Practitioners; Firm: Hall Chadwick 4{
Richard Albarran, Biar Pleash and Glen Oldham }:

LAdministration Type: Liquidation

The work that my staff and | will be required to complete if appointed Liguidator and the work which
will encompass the fee that 1 will request the crediiors fix for the Liguidation at the forthcoming
meeting includes:

| |
Task Area J General Description Includes f
N E Lo
J Correspondence - Discussions with Directors ahout
Administration general matters {fiie notes).

Liaising with directors and investors

throughout the Liquidation,

! $30,000 I Document maintenanceffile - iInternal notifications of appointment

‘ review/checklist including opening files,

- Internal review of job progression.

- Updating contral forms ang tasking
fists,

- Filing documentation,

- Consider any compliance issues. R

fnsurance - Notify insurance broker of Liquidators
appuointment,

- Maintain insurance for the assets of
the Company and security of the
Company's premises.

Bank account - Close Administrators bank account.

administration - Open Liguidators bank account.

- Post cash book entries ang complete
bank reconciliations.

- Close Liguidator's bank acceunt (upon
completion of fiquidation).

- ASIC Form 524 and other - Preparalion and lodgement of
forms Administrators final receipts and
payments.

- Preparation and lodgement of
Liguidators receipts and payments.

! - Lodgement of section 508 AGM report
{if applicabie).

= Applyto ASIC for Deregistration of the
Company, upon completion of
liquidation,

~__ Prepare final Receipts and Payments,

| ATO and other statutory - Preparation of documentation

reporting informing Directors of statutory

requirements once Liquidators are

l appointed.

- Preparation end lodgement of statutory
documents natifying of appointment as
Liguidators.

- Preparation and lodgement of
Businass Activity Statements for the

—
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Equititrust Limited
{Receivers Appointed) {Administrators Appointed)
{Receivers and Managers Appointed)
ACN: 061 383 944

Administration period,

Registration for GST and preparation
and lodgement of Businass Activity
Statements for the Liquidation period.
Correspondence to Australian
Taxation Office and Office of State
Revenue regarding appointment.

Finalisation

Prepare and lodge finalisation
documents with ASIC,

“Books and records/siorages

Filing and storage of records.
Apply to ASIC for parmission to
destroy books and records,

Assets

$50,000

Assels subject to specific
charges

Dealing with assets subject to specific
charges

Company as Responsible
entity

‘Possibie replacement of the

Continue to monitor the sais of the
assets of the respective funds.
Conlinue to lisise with interested
parties with respect to the transfer of
the responsible entity, or otherwise,
Liaise with Court appointed Raceiver
with respecl to the replacement of the
responsible entity, or otherwise,

Cebtors/Accounts
Recelvable

Recording collection of the debtors
and updating the debtor schedule.
Pursuing amounts listed as accounts
receivable in the Company's records.

FOther Assets

Monitoring the sale of the assets of the
respective funds.

Ensure the sale of the assets of the
respective funds is conducted in
accordance with the Company's
constifuticn,

Update the creditors/investors in
respect of the change of responsibie
entity.

Creditors

$50,000

Credifor Enquiries

Receive and follow up creditor
enquiries by telephone,

Prepare and review correspondence fo
crediters and their representatives.
Sending report to creditors via mail,
also via email and fax (if avajlable},
Correspondence to Ausiralian
Taxation Office regarding appointment,

Creditor reports

Preparation of report fo creditors
regarding outcome of the meeting.
Sending report to creditors via mail,
also via email and fax (if available),
Preparation and mailing final repon to
members and creditors.

Preparation for attendance at final
meeting.

Altend final meeting of membars and
creditors,

Drafting report tc creditors regarding
appointment of Liguidator,

Prepare section 508 AGM report 1o
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Equititrust Limited
{Receivers Appointed) (Administrators Appointed)
(Receivers and Managers Appointed)
ACN: 061 383 944

ASIC. |

"Dealing with proofs of debt

Recelving creditors’ claims throughout
the Administration/Liquidation period
and updating the records.

Notification to ATC and OSR regarding
appoiniment, various telephone
conversations in relation to the claim
and attended FQD,

Correspendence inviting creditors to
lodge proofs of debt.

Reviswing supporting documents for
creditors claim,

Review of claims from creditors and
recorded in the system.

Meeting of Creditors

Dealing with creditors/investors before
and after the creditors meeting.
Preparation and lodgement of minutes
of major mesting of craditors,

Attend meeting of credifors (including
committee).

Prepare Minutes of Meeting of
Creditors throughout Liquidation,
Convene Annual and Final Meetings.
Advertise Annual and Final Meetings.
Preparation of raport to creditors
regarding outcome of the meeting,
Sending report to creditors/investors
via mall, aiso via email and fax (if
avallable).

Preparation and mailing final report {o
members and creditors.

Preparation for attendance at final
meeting,

Altend fina! meeting of members and
creditors,

Drafting report to creditorsfinvestors
regarding appointment of Liquidator.
Prepare section 508 AGM repori to
ASIC,

lnvestor enquiries

Notify investers of the appointment.
Receive and follow up investor
enguiries by telephone.

Prepare and review correspondence to
investors and their representatives,
Sending report to investors via mail,
ais¢ via email and fax (if avaitable),
Receiving investors’ claims throughout
the Administraticn/Liquidation period
and updating the records,

Investigation

$50,000

Conducting Investigation

Investigations into the Company's
business, properly, affairs and
financial circumsiances.

Prepzration of Section 533 report for
ASIC.

Lodgement of form EXG1 with ASIG,

Chtain and list books and records of ]
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Equititrust Limited
{Receivers Appointed) {Administrators Appointed)
{Receivers and Managers Appointed)
ACN: 061 383 944

the Company.

- Performing further investigation in
insolvent trading and preference
paymenis claims,

- Investigations into infercompany
transactions and group structure.

- Discussions with company
accountanis.

- Discussions with financial controller,

- investigations into voidable
transactions and Insoiveni trading.

ABIC reporting - Drafiing, executing and sending

statutory investigation report to ASIC

in accordance with Section 438D of
the Act.

Examinations - Investigations into public examinations
of relevant parlies,

- Collate evidence in relation fo public
examinations of relevant parties.

Litigation/Recoveries - Seek legal advice in relation to
recovery of voidable transactions.

- Seeking legal advice in relation fo
recovery of voidable transactions.

- Preparing statutory investigation

Litigation reports.
- Ligising with ASIC with respect {o
$20,000 various aliegations.

- Seeking legal advice from solicitors
with respect {o various potential
fitigious matters,

- Dealing with replacement of
Responsible Entity issues.

- Dealing with ASIC proceedings.

- Dealing with unit holders in relation to
potential litigation claims.

- Preparing and dealing with indemnities
relating to litigations,

Total Remuneration (excluding GST) $200,000
GST at 10% 520,000
Total Remuneration {including GS37T} $220,000

I advise that this fee doss nof take into account any work that is required to be performed by the
Liquidator in taking action to recover Voidable Transactions or Insolvent Trading. | have discussed
previously in this report the potential difficulties in pursuing these transactions. In most cases, {o
obtain a successful recovery fitigation will be required and the fees involved will be difficult to
determine untif appropriate investigations have been completed. For this reason the fee resolution
sought to he fixed at the forthcoming meeting does not include any amount for the recovery of
Voidable Transactions or Inscivent Trading. Should the Liguidator pursue the recovery of Voidable
Transactions or Insolvent Trading then additional fees to cover this work will be requested {o be

fixed by creditors at a later date.

The fee also does not also take into account any work required by the Liquidator or their staff to
reject a creditors proof of debt should the Liguidaters be of the opinion that there are apprapriate
grounds fo reject a proof of debt, Should 2 creditor challenge the decision concerning a proof of
debt then the Liguldator will be required fo defend the grounds for the decision and the fees
involved in such proceedings are unable {o be determined af this time. Should the Liguidator be
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Equititrust Limited
(Receivers Appointed) {Administrators Appointed)
(Receivers and Managers Appointed)
ACN: 061 383 944

reguired o conduct any work to reject a creditor's proof of debt then additional fees fo cover this
waork will be requested e be fixed by creditors af a later date.

Shouid the Liquidaior be invalved In any litigation regarding the Company or the Liquidation any
feas involved in such litigation are not included in the above fae request. Should the Liguidator be
involved in any litigaticn then additicnal fees to cover this work will be requested to be fixed by

creditors af a later date.

The fee does not include any worl in respect to conducting examinations pursuant to Division 1 of
Part 5.9 of the Act. Should the Liquidafor delermine that examinations pursuant to this division ara
necessary then additional fees to cover this work will be requested to be fixed by the committee of
inspection or creditors at & later date.

If there are limited or no funds and a GEERS distribution is expected

The fee does nof include work involved in the preparation of information for the caleulation and
payment of funds advanced by GEERS for the benefit of employees. As It appears there wilt not be
sufficient realisations in the Liguidation from the assets of the company io pay any eniiflements o
the employees of the company GEERS may be willing to advance funds for the payment of
employee entittements. in these cirecumstances | retain the right 1o negotiate an appropriate fee with
the DEWR for carrying out this waork over and above the fee fixed by the commitiee of inspaction or
creditors in accordance with Section 4958(3) of the Act,
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DISBURSEMENT RATES EFFECTIVE
T JANUARY 2008
{including GST)

Amount
(%
Postage & Handling (Note 1)
Regular 1.00
Medium 2.00
Large 4.00
Express — Small 5.00
Express — Large 10.00
Photocopy (Note 1) — per page 0.99
Facsimile (Note 1) - per page
Local 1.10
International 3.30
File Maintenance Fee (Nole 1) - One Off 275.00
Meeting Room Hire (Note 1) — per hour or part 110.00
thereof
Other Disbursements (Note 2) - including but At Cost

not limited to legal fees, insurance, valuation feas,
search fees, travel, parking and accommodation,

Note 1; internally provided services are charged at the rates advised in the

above fable.
Note 2: all externally provided professional and non professional services are

racovered at cost.
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HALLCHADWICK

Charteract Accountants and Business Actvisers

4 Februery 2013

Report to the Investors
of

Equititrust Limited
(Receiver Appointed)

(i Liguidation)
{Receivers and Managers Appoinied)
A.C.N. 061 383 944
(“the Company™}

Frefer to my previous reporis and write to and provide an update on the Liquidation of the
Company.

Investigations and Litigation

s Creditors will note from my previous reports that my investigations indicated s
number of potential claims;

+« 1 am currently negotiating with Piper Alderman with respect to adopting a co-
operative and combined approach to pursuing claims on behalf of the Company
andfor the unit hoiders,

= Public Examinations are to be conducted on a number of individuals in July 2013,
comprising primarlly of current/past directors of the Company, its associaled
entities and its auditor;

« It is anficipated that the Public Examinations will assist in formulating andior
developing any potential claims.

Litigation Funding Deed

«  To date the liquidation is currently unfunded;

= | am in negotiations with a tigation funder with respect to a draft Litigation
Funding Deed. Once a Deed is in an acceptable form, it will be put to the
Craditors or the Committee of Inspaction or the Court for approval,

Amendment of Tax Returng of Unit Holders

«  The possibility of amending unit holders individua! tax returns has been explorad
by the Liquidators;

= The Hall Chadwick Tax Divislon has reviewed the posftion and provided their
advice in this regard. See altached & copy of the advice as Annexure A;

o In summary, as per the constitution, at the end of each distribution period, the
manager of the fund (the Company) could chouse to exercise its discretion fo
freat income as a return on capltal Any such decision could only be made after
consuitation with the auditor and any decision is final.

= Ag the above conditions were not met, there is no scope to amend the financials
and freat incoma as z return on capital,

+  Bhould unit holders have any specific queries in relation to their tax position,
piease contact James Mell of the Hall Chadwick Tax division on (02) 9283 2600
or alternatively you may wish (o seek your own advice,

www hallchodwick.comoau

SYDINEY « MNEWCOAST

Limbyifity frviitedd Dy o

<l

SYDNEY

REW 2001
LI6 1) 9263 2600
2} 9743 BEGO

MEWC ASTLE

PARRAMATTA
Phv (614 ¥A87 2100
Far (612}

PENBITH

Bl i) 4771 Bld4
Pl (612} 4721 BIES

MELBOURNE

PR13) BEFE 1400
Frr [8313) B6TB 1657

PERTH

P (618) 489 2560
Fxt |418) 9489 2547

BRISEANE

g frs
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HALLCHADWICK

Remuneration and Disbursements
« Please see atfached as Annexure B a copy of the remuneration incurred by my office for
the month of December 2012, | wili continue to provide monthly updates in relation to the
remuneration incurred by my office,

Should you have any queries regarding the winding up of the Company please do not hasifate to
contact either mysel or Rory Gillespie of this office.

Yours faithfully,

Ghlrsoivencyinsal? CHentsiEQLHLA 69 CR Dealing With CrediterstiCradior Circufars {CC)WRepart To tnvestors 180113\ epart To lavestors 010213 Dog
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4 Decamber 2012

The Unit Holders
Equititrust Income Fund
[INSERT ADDRESS]
[INSERT ADDRESS]

By emuail - [INSERT ADDRESS]

Dear Unit Holder,

EQUITITRUST LIMITED AS TRUSTEE FOR THE EQUITITRUST INCOME FUND
EVALUATION OF ABILITY TO RECLASSIFY INCOME AS RETURN OF CAPITAL

We have reviewed the Deed Poll governing the establishment and
operation of the Equitifrust Income Fund ARSN 089 079 854 {“Fund”} as
amended from fime o time ["Deed”},

In the apsence of d request on behalf of g unit holder o redeem some
or ali of Their units in the Fund Iin accordance with clause 11 of the Deed,
there is little in the Deed as fo the specific power to, or procedure for, o
return of capital by the trustes,

We note however that clause 8.2 of the Deed states;
“8.2 Declsion of the Manager Final
The decikion of the Manager in consuliation with the

Aucditor as fo whether any omount to be distributed to
Members is iIncome or capital shall be final.”

The term, 'Income’ is defined in clause 1.1 as:

"ail receipts from Authorlsed Investments which are paid info the
Scheme Account,”
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Infurn, clause 1.1 states that 'Distributable Income":

“means subject fo clause 8.5 [which decdis with the Manager's
expenses] any amount determined by the Manager from time fo
fime to be distibuted to Members, including:

(a}  the netincome of the Scheme:
b}  otherincome of the Scheme; and
{c) any amount of capital of the Scheme.”

The term, 'copifal' is not defined and therefore, iakes is ordinary
meaning.

In our view, if 'Income’ covers all receipts from Authorised Investments
{after expenses of the Fund], then the ferm, ‘capital’ must refer to the
capital invested by unit holders rather than capital receipts of the Fund,
although this is an interpretation of the Deed rather than something
defined in the Deed. Further, any income of the Fund that was re-
classified as capital for Trust law purposes would still constitute net
income of the Fund for tox law purposes.

Further, clause 8.8 of the Deed states:
“8.8 Members presently entifled to Distributable Income
In accordance with clause 8.5, at the end of sach
Distribufion Period the Members will be presently entiflsd
{within the meaning of the Tax Actl fo all Distibutcble

Income derlved during the relevant Distribution Period

Impliclt in the above, coupled with the very broad powers of the .
Manager as ouflined In clause 4 of the Deed:

I. the Monager could refurn capital in its absolute discretion,
although only after consultation with the Auditor:
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2. the Manager's decision, after consultation with the Auditor, as to
the split {if any) between income and capital in relation to
particular distribution was final.

From the information provided, the Manager did nof exerclse his
discretion to freat any amount in any porticular income vear os
consisting of, or including, @ return of capital.

Based on the above, as there has not been a decision by the Manager
in accordance with clause 8.2 to return copital, and no consultation with
the Audifor fc do so, there is no_scope te go back and re-cast the
accounis to freaf the income returned as o return of capifal.

If you have any questions please do not hesitate to contact our office.

Regards,
HALL CHADWICK

Gino Malacco
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Equititrust Limited (In Liquidation) (Recievers and Managers Appointed)
Remuneration Report: Calculation of Remuneration
For the Period 1 December 2012 - 31 December 2012

Position: $/hour (excls GST):. [Total:hours: [Total § «
Appointee 580.00 19.20] 11,328.00
Associate 550.00 19.80] 10,725.00
Accounting Partner 490.00 9.001 4410.00
Accounting Assaociate 460.00 2037  9,371.00
Manager 480.00 22,301 10,258.00
Audit Manager 370.00 20.80] 11,026.00
Accounting Manager 370.53 2.33 863.33
Tax Supervisor 32917 10.80]  3,655.00
Senior 1 345.00 39.10| 13,485,50
Senior 2 305.00 2,30 701.50
Intermediate 1 275.00 0.40 110.00
Intermediate 2 250.00 32,701 817500
Junjor 150.00 17.00]  2,550.00
Administration Assistant 135.00 14.40(1  1,944.00
Accounting intermediate 105,00 2,00 210.00
Accounting Junior 85,00 79.85{ 7,585.75
Administration Assistant 5500 1.80 88.00
TOTAL t 22:65|..96,390.08
:{ 19;639.01
1106,029:09)
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HALLCHADWICK %

Charterad Accountants and Businass Advisers

28 February 2013

Report to the investors
of

Equititrust Limited
{Receiver Appointed)
{in Liguidation)
{Receivers and Managers Appointed)
A.C.N, 061 383 944
{“the Company™)

i refer to my previcus reports and write to and provide an update on the Liguidation of the
Company.

investigations and Litigation

« Public Examinations are to be conducted on a number of individuals in July 2013,
comprising primarily of current/past directors of the Company, #s associated
entities and is auditor:

« | am currently lialsing with the Australian Securitles and Investments Commission
in relation to obtaining records held on their files which may assist with my public
examinations and adopting an appropriate line of questioning for the examinees;

¢ The Hall Chadwick Audit Team has conducted a prefiminary review into the audit
conducted by KPMG based on the Company's records. This review will be
finalised foliowing the production of records by KPMG in accordance with the
rotice to produce served upon them by my solicitors, 1t is anticipated that the
review will also assist in formulating a line of cuestioning for the public
examinations;

¢ it is anticipated that the Public Examinations will assist in formuiating andfor
developing any potential claims.

Remuneration and Dishursements

= Please see altached as Annexure A, a copy of the remuneration incurred by my
office for the month of January 2013, 1 will continue to provide monthiy updates in
relation to the remuneration incurred by my offica.

Should you have any queries regarding the winding up of the Company please do not
hesitate to contact either myself or Rory Gillespie of this office.

Yours faithfully,

o
e

et -
R
BLAIR PLEASH
LIQUIDATOR

www hallchadwick.comau

SYDNEY

vl 29

St pMarin's Towar
31 Market Streel
Sycinsy NSW 2000
Austroio

GPO Box 3555
Sydiniay NSW 2001

Phe {417) 9243 23400
X (612) 9263 2600
NEWCASTLE

Pl {817} 4969 5521
PR [612) 49469 6057

PARRAMATTA

Pl (612 9687 2100
Fic (417) 9487 2900

FEMNRITH

(A bt
B {4
MELBOURNE

Pho1612) 8478 1600
Far [H13) 8478 1459

&}
&t

721 8144
4727 8155

PERTH

PR (618) 4557 6200
P [618) 9218 8950

BRISBANE

Ph {417} 3211 1250
Fi: {617 3211 1249

GOLE COASY

322

Piv [417) 5558 7
574 €597

Fro {6171 5

Amemiber of AGN

SYDINEY « NEWCASTLE » PARRAMATIA « PENRITH « MELBOURNE « PERTH « BRISBANE « GOLD COAST
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Equititrust Limited (In Liquidation) (Recievers and Managers Appointed)
Remuneration Report: Calculation of Remuneration
For the Perfod 1 Jaauary 2013 - 31 January 2013

Bosiion . - [$lhour (excls GST) |Totalhiours [Totals
Appointee 580.00 12.60f  7.434.00
Associate 550.00 34.00{ 18,700.00
Accounting Partner 480.00 14501 7.108.00
Accounting Asscciate 460.00 18.27{ 748500
Manager 480.00 15.80;  7,130,00
Audit Manager 370.00 44.761 16 567.80
Senior 1 345,00 40.65] 14,024,256
Senior 2 3056.00 360 1,088.00
Banking Administrator 280.00 0.10 28.00
Intermediate 1 275.00 1.80 495,00
Intermediate 2 250.00 67.10] 16,775.00
Junior 150.00 40,541  6,081.00
Administration Assistant 136.00 0.40 54.00
Accounting intermediate 1 115.00 104.95] 12,060.25
Accotinting ntermediate 2 1056.00 0.50 52.50
Accounting Junlor 85.00 256.65] 24,381.75
Administration Assistant 55.00 1.30 71.80

" 655.21 139
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HALLCHADWICK ;

Cohorterec Accouniants and Business Acivivers

28 March 2013

Report to the Investors
of

Equititrust Limited
{Receiver Appointed)

{In Liguidation}
{Receivers and Managers Appointed)
AC.N. 061 383 944
("the Company™)

trefer to my previous reports and write (o and provide an update on the Liquidation of the
Company.

Investigations and Litigation

Public Examinations are scheduled fo be conducted on a numbaer of individuals in
July 2013, comprising primarily of current/past directors of the Company, its
associated entities and its auditor;

I have engaged the services of Thomsons Lawers {"Thomsons") in order (o laise
with the Austrafian Securities and invesiments Commission in relation to
obtaining records held on their files which may assist with my public examinations
and adopting an appropriate Hine of guestioning for the examinees:

[ have aiso been lialsing with Thomsons in relation fo the summons lssued to
KPEMG and in particular accommaodating the amendments requested by thair legal
representatives;

It is anticipated that the Public Examinations will assist in formulating and/or
developing any potential claims,

Litigation Funding Deed

-]

Further fo the comments in my report dated 4 February 2013, | have progressed
my negotiations with the iitigation funder and Piper Alderman in an effort 1o
facilitate a combined and cocperative approach towards any actions on behalf of
the Company and the Unit Holders:

Once a Deed is in an acceptable form, it will be put to the Creditors or the
Committee of Inspection or the Court for approval.

Remuneration and Disbursements

®

Plerse see attached gs Annexure A, a copy of the remuneration incurred by my
office for the month of February 2013, | will confinue to provide monthly updates
in relation to the remuneration incurred by my office,

Should you have any queries regarding the winding up of the Company please do not
hesitate 1o contact either myself or Rory Gillespie of this office.

Yours faithfully,

et
mp ASH

LG

SYDMEY « MEWIASTLE » PARRAMATTA « P

ATOR

SYRNEY

Leveal 29

SN e Towe
41 Maorket Sre

Aushiciicn

GPO Box 3555

MNEW 2001

NEWCASTLE

Phe 1817} 4949 5521
Fro f617) 4969 &05%

PARRAMATIA

B {812) $687 2100
Fro 1612} 94BT7 2900

FENRITH

PlRodg12) 473 Blad
P (6123 4721 8155

MELBOURNE

(413} BE78 1400
P {613) 8478 1699

PERTH

Pl {E18) D469 2560
Fa 1418) 9489 2547

BRISBANE
Phio AV 7T 320 928

Fap [417) 3237 124

GOLD COAST

www halichodwick.com.ou
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Equititrust Limited (In Liguidation) {Recievers and Managers Appointed)
Remuneration Report: Calculation of Remuneration
For the Period 1 February 2013 - 28 February 2013

Position. s TotalRours P8fhour | Total §
Blair Pleash {Appoinise)} 7.101 580.00{ 4,180.00
Richard Albarran (Appoinige) 1.80] 580.00 944 00
Partner 0.1} 580.00 58.00
Senlor Associate 13.401 575,00| 7,705.00
Accounting Associata 24.70{ 615,00 12,720.50
Senior Manager 12.20f 515.00] 6,283.00
Accounting Partner 4.90] 490.00, 2.401.00
ALdit Associate 5,501 390,00 2,145,00
Agcounting Manager 3.32{ 368.63] 1,227.17
Tax Supervisor 22,401 339.91) 7 613.898
Senior 1 36.70{ 345.00] 12,661.50
Senior 2 4. 40] 305.00| 1,342.00
Banking Administrator 0.10] 280.00 28.00
intermediate 1 14.501 275.00f 3,587.50
intermedizte 2 1.80] 250.00 375.00
Junior 12,701 150.00] 1,805.00
Accounting Intermediate 13.80| 115.001 1,588.50
Accounting Intermediate 7.00f 1058.00 735.00
Accounting Junior 2,501 85.00 237.50
Adminjstration Assistant £5.00
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23 April 2013

Report to the Investors
of

Equititrust Limited
{Receiver Appointed)
{in Liguidation)
(Receivers and Managers Appointed)
A.C.MN. 061 383 944
{“the Company”)

refer to my previous reports and provide an update on the Liguidation of the Company.

Investigations and Litigation

Public Examinations are scheduled to be conducted on a number of individuals in
July 2013, comprising primarily of current/past directors of the Company, iis
associated entities and #s auditor; .

Thomsons Lawyers ("Thomsons") have confinued to lase with the Austratian
Securities and investments Commission ("ASIC") in relation to obtaining records
held on thelr files which may assist with my public examinations and adopting an
appropriafe line of questioning for the examinges. | held a teleconfersnce on 10
Aprit 2013 with representatives of Thomsons and ASIC to discuss the provigion of
certain records and transcripts which | understand will be forthcoming;

| have also been liaising with Thomsons in reldgtion to the summoens issued o
HKPMG and in particular accommodating the amendments requested by thelr legal
representatives;

it is anticipated that the Fublic Examinations will assist in formulating and/or
developing any potential claims.

Litigation Funding Deed

@

Further to the comments in my report dated 25 March 2013, | have progressed
my negotiations with the litigation funder and Plper Alderman In an effort to
facilitate a combined and cooperative approach towards any actions on behaif of
the Company and the Unit Holders,

i have also had discussions with alternative funders to ascerain an
understanding on whether there are other options available with respect to
fitigation funding;

Cnee a Deed s In an acceptable form, it will be put to the Creditors or the
Committee of Inspection or the Court for approval.

Remuneration and Disbursements

A meeting of the Commitiee of Inspection {*COI") was held on Tuesday, 16 April
2013 and then adjourned fo Thursday, 18 April 2013, At this meeting the
commities approved my outstanding remuneration for December 2012 in the
amount of $98,569.58 (plus GST) and for January 2013 in the amount of

$139.541.75 (plus GST):

wwew hcllc hadwick.com.au

il Sfandarek Le

sty finited Dy o scharne approvisd undler Profession
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SYOIMEY « NEWCASTLE » PARRAMATTA « PENRITH « MELBOURNE « PERTH » BRISBANE = GOLD COAST

985



HALLCHADWICK

Please find enclosed the foliowing annexures:
e Annexure A — February 2013 remuneration in the amount of $68,306.67 plus GST; and
¢ Annexure B ~ March 2013 remuneration in the amount of $73,013.00 plus GST.

These remuneration reporis have been broken down by activity as requested by the COl. Future
remuneration reports will be sent out in this fermat,

Should you have any querfes regarding the winding up of the Company please do not hesitate to
contact either myself or Rory Gillespie of this office.

Yours faithfully,

LIQUIDATOR

Grilnsolvercyiinsei2 Chents EQUILNMES UR Daaing Wit Croditors\Credite Sirauiars (CCRepert To Investors Apsl 2013\Regon To lvestors (2042013.Dog
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HALLCHADWICK

Chartersd Accountarts ond Business Acvisars

28 May 2013

Report to the Investors
of

Equititrust Limited
{Receiver Appointed)
{in Liguidation)
{Receivers and Managers Appointed)
AC.N, D81 383 944
{“the Company”}

Irefer to my previous reports and provide an update on the Liguidation of the Company.

invesiigations and Litigation

w

Public Examinatlons are scheduled fo be conducted on a number of individuals
from 23-26 July 2013, comprising primarlly of currentpast directors of the
Company, its assoclated entities and its auditor, Further Public Examinatione are
to be conducted buf have been adjourned to g later date;

Thomsons Lawyers ("Thomsons”) have continued o laise with the Australlan
Securities and Investments Commission ("ASIC™) in relation to obtaining records
held an their files which may assist with my public examinations and adopting an
appropriate line of questioning for the examinees, | am currently lizising with
ASIC in order to facilitate the collection of records for review:

The Company's former auditor has made an application fo set agide the
examination summons which will be heard on Wednesday, 29 May 2013;

It is anticipated that the Public Examinations will assist in formulating and/or
developing any polential claims.

Litigation Funding Deed

&

Further to the comments in my report dated 25 March 2013, | have progressed
my negeotiations with the litigation funder and Piper Alderman in an effort to
faciiitate a combined and cooperative approach towards any actions on behalf of
the Company and the Unit Holders;

I have sigo had discussions with aHernative funders to ascertain an
understanding on whether there are other options available with respect to
litigation funding;

Once a Deed is In an acceptable form, it will be put to the Creditors or the
Committee of Inspection or the Court for apgroval,

Asset Realisations

investigations into the historical tax pesition of the Company indicated that the
Company may be entiied to a refund for overpaid income tax instalmenis for the
2010 financial year:

P note that this refund is In refation fo the Company’s tax return and does not
concern any of the funds for which the Company is the Responsible Entity;

As such, with the assistance of the Hall Chadwick Business Services team, the
income fax retum was lodged in December 2012;

Foltowing various discussiens between my office, Thomsons and the Australian
Taxation Office, the refund was received on 14 March 2013 in the amount of
32,240,337,

Further details with respect o the Income Tax Refund will be provided in &
comprehensive updale to aff creditors in due course,

www hotle hadwick com,au
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HALLCHADWICK &'

Liquidators Remuneration

s A meeting of the Committee of Inspection ("COI") was held on 21 December 2012 to
consider the Liguidators remuneration from the date of the appointment to 30 November
2012,

¢ Following the unsuccessful resolufion, an application was made on 2 May 2013 fo the
Supreme Court of New South Wales for the approval of the Liquidators remuneration for
this periog;

¢ Ag at the date of this report | am awalting the cutcome of this application;

¢ A meeting of the COl was held on 18 Aprll 2013 to consider the Liguidators remuneration
for the pericd 1 December 2012 untl 31 March 2013,

s Al the meeting. the remuneration of the Liquidators for the period 1 December 2012 o 31
January 2013 was approved and a process agreed upon by the Liguidators and the COlin
order to consider the approval of the Liguidators remuneration going forward.

Please find enclosed as Annexure A, remuneration incurred for the month of April 2043 in the
amount of $89,419.50 plus GST.

Shouid you have any queries regarding the winding up of the Company please do not hesitate to
contact either myself or Rory Gillespie of this office,

Yours faithfully, .

LIGUIDATOR

R CUILRED CR Qealing Wilh Craditers\Creditor Chevdars [CCHRCopy OF Repot To vesiors bay 2013 enort Te Bwaslorg May 2013 Don
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HALLCHADWICK &

Chaortered Accountants and Businass Advisers

12 June 2013

Report to the Investors
of

Equititrust Limited
{Receiver Appointed)

{in Liquidation)
{Receivers and Managers Appointed)
A.C.N, 061 383 944
{“the Company"}

I refer to my previous reports and provide an update on the Liquidation of the Company.

investigations and Litigation

e Public Examinations are scheduled to be conducted on a number of individuals
(at dates o be fixed), comprising primarily of current/past directors of the
Company, its assoclated entities and its auditor. Further Public Examinations are
to he conducted but have been adjourned to a later date;

s | have now received a copy of the records held by the Australian Securities and
investments Commission ("ASIC". | expect these records will assist in
formulation of a line of questioning for the Public Examinations;

+ Thomsons Lawyers, under the instruction of the Liguidators, have continued to
deazl with the application to set aside the examination summons filed on bahalf of
the Company's former audffer. It now seems as fhough we have reached
agreement and are awafting the production of the records.

Litigation Funding Deed

+« | have also had discussions with alternaiive funders fo asceriain an
understanding on whether there are other options available with respect to
iitigation funding,

«  Following discussions with allernate funders, it appears as though the proposed
agreerment between Fiper Alderman and their funder s the more appropriste
option available {o the Liguidators and therefore my negotiations will continue in

this regard;
«  Once a Deed is in an acceptable form, i will be put fo the Creditors or the

Committes of Inspection or the Court for approval,

Liquidators Remuneration

= | refer to the comments in my previous report in relation o my remuneration
application and advise that | am slill awaiting the outcome of this application;

Piease find enclosed a schedule of remuneration incurred for the month of May 2013 in
the amount of $47,715 pius GET.

Should you have any queries regarding the winding up of the Company please do not
hesitate to contact either myself or Rory Gillespie of this office,

Yours Taithfully,

BLAIRPLEASH
LIQUIDATOR

BRISBANE

Level 19
144 Edward Street
Brishane QLD 4000
Australic

Phe 1417} 3211 1250
Fx: [617] 8217 1248

GOLR COAST

Ph: (617} 55838 2322
Fx: (617} 5524 B599

SYDNEY

Ph: (612) 9243 2600
Fa: (612} 9243 2600

PARRAMATTA

Pri (612} 9687 2100
Far {412) 9687 2900

PENRITH

Prs (612) 4723 5144
Fui {612} 4721 8155

MELBOURNE

Ph; (613} 8678 1600
Fx: {613} 8478 1499

PERTH

Ph: (616] 9489 2560
Fx: (618) 9489 2862

A member of AGN
Inferncionalitd, @
worlidwide associolion
of seporate and
independent
accounting

and consulfing firms

wwiw hallchadwickcom.agu
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