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Glossary

ACN Australian Company Number

Act The Corporations Act 2001

ARITA Australian Restructuring Insolvency & Turnaround Association
ASIC Australian Securities and Investments Commission

ATO Australian Taxation Office

AAH Avid Australia Holdings Pty Ltd

AVRWA Pty Ltd (formerly Avid Resources (WA) Pty Ltd) (In Liquidation)

AVRWA (Receivers appointed)

Avid Water Avid Water Pty Ltd (In Liquidation)

CBA Commonwealth Bank of Australia
Companies Collectively, AVRWA and Avid Water
Department Department of the Attorney General
Director Mr Himanshu Gautam

ERV Estimated Realisable Value

FEG Fair Entitlements Guarantee

FY Financial Year

GST Goods and Services Tax

Receivers Rob Brauer and Rob Kirman of McGrathNicol appointed on 31 January 2022
Remsafe Remsafe Pty Ltd

ROCAP Report on Company Activities and Property
Tech Holdings Tech Holdings WA Pty Ltd
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1 Executive summary

This section addresses frequently asked questions relating to the liquidation of the Companies. Full details are available
throughout this report.

Question Response

What is the purpose of  The purpose of this report is to provide an update on the following matters in relation
this report? to the liquidation of the Companies:

- Progress of the liquidations;

- The current position in relation to the realisation of assets, including the
appointment of Receivers to certain plant & equipment;

- The ongoing investigations into the Companies’ affairs; and

- The likelihood of a dividend being paid in the liquidations.

This report should be read in conjunction with our:

- Initial Notice to Creditors dated 11 November 2021
- Voluntary Administrators’ Report dated 6 December 2021
- Circular to Creditors dated 14 December 2021

What assets have been  The following assets have been realised to date:
realised since the last

report to creditors? - Pre-appointment cash at bank

- Pre-appointment debtors
- Retentions
- Certain items of plant & equipment and works in progress

The Liquidators are currently working with the Receivers to realise AVRWA’s
remaining plant and equipment.

Details of total asset realisations and the current financial position of the Companies
are set out at section 3 of this report.

What claims are being The Liquidators are investigating:

. . ”
investigated? - Potential unfair preferences

- Potential uncommercial transactions
- Potential voidable transactions — related parties
- Potential insolvent trading claims

The investigations undertaken to date in the liquidation are summarised at section 4
of this report.

Should creditors have any further information that may assist my investigations into
the conduct of the Companies’ affairs, they should communicate details in writing to
my office as soon as possible.

What is the estimated At this stage, my preliminary investigations have identified a number of potential
return to creditors? voidable transactions and a potential insolvent trading claim that (if successful) may
be available to enable the payment of a dividend to creditors of the Companies.

Please refer to section 5 of this report for further information.

K}
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2 Introduction
We refer to our Voluntary Administrators’ Report dated 6 December 2021.

At the meeting of creditors held on Tuesday, 14 December 2021, creditors resolved that the Companies be wound up
under Section 439C(c) of the Corporations Act 2001 and Clint Joseph and | were appointed Liquidators of the
Companies.

| now take this opportunity to report to you on the following matters relating to the liquidation of the Companies:

— An update on the progress of the liquidations;

— The current position in relation to the realisation of assets, including the appointment of Receivers on
31 January 2022;

—  The ongoing investigations into the Companies' affairs; and
— The likelihood of a dividend being paid in the liquidations.

This report should be read in conjunction with the information contained in my Initial Notice to Creditors dated
11 November 2021 and the Voluntary Administrators’ Report.

My investigations have confirmed that there may be a small dividend for priority creditor claims of AVRWA from the
proceeds realised to date. In the absence of successful voidable transaction recoveries and/or litigation claims against
third parties, it is unlikely that there will be any prospect of a return for ordinary unsecured creditors.

3  Current position
3.1 Matters addressed during the liquidation

Since my previous reports to creditors, the following matters have been attended to:

— Communications with the common sole Director of the Companies to obtain further information regarding
the history of the Companies’ affairs and dealings;

—  Communications with creditors of the Companies;

— Finalising the Liquidators’ assessment of PPSR claims and sending correspondences to claimants detailing
our findings;

—  Collection and review of the books and records of the Companies;

— Investigations into the location of remaining assets of the Companies, including an inspection of AVRWA'’s
assets at the Mt Piper Power Station in NSW;

— Tasks associated with the realisation of the assets of the Companies, being plant & equipment,
pre-appointment debtors and retentions;

— Liaising with the Receivers appointed to certain of AVRWA'’s plant and equipment on 31 January 2022,
including in respect of the sharing of relevant documentation, the Liquidators’ lien and the proposed asset
realisation strategy;

— Liaising with former employees and the Department in relation to the payment of outstanding employee
entittlements by the Fair Entitlements Guarantee Scheme;

— Liaising with the Water Corporation regarding various settlements in relation to projects and retentions,
including entering into a Deed of Settlement and Release;

—  Continuing my investigations into the recovery of potential unfair preference payments and other
antecedent transactions;

— Attendance to statutory requirements; and

—  Continuing my investigations into the affairs of the Companies.
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3.2  Financial position of the Companies

The Director has provided a ROCAP for each of the Companies. Set out below is the financial position of each of the
Companies known to me as at the date of this report:

AVRWA Pty Ltd (in liquidation) (receivers appointed) Report ROCAP ERV Liquidator’s ERV
Ref $°000 $°000
Assets
Cash at bank 3.2.141 - 1
Sundry debtors 3212 636 362
Retentions 3.21.3 859 568
Plant & equipment, and inventory 3.214 2,473 Withheld
Total assets 3,968 Withheld
Liabilities
Preferred creditors 3.2.21 4,469 7,701
Secured creditors 3.222 - 1,127
Unsecured creditors 3.2.23 4,515 9,479
Related party creditors 3.224 81 TBC
Contingent claims 3.2.25 - 3,918
Total liabilities 9,065 22,225
Estimated (deficiency) / surplus (5,097) Withheld

Avid Water Pty Ltd (in liquidation) Report ROCAP ERV Liquidator’s ERV
Ref $°000 $°000

Assets

Assets Nil Nil

Total assets Nil Nil

Liabilities

Preferred creditors 3.2.21 3,221 3,456

Unsecured creditors 3.2.23 - -

Total liabilities 3,221 3,456

Estimated (deficiency) / surplus (3,221) (3,456)

My comments in respect of the above are overleaf.
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3.2.1 Assets
3.2.1.1 Cash at bank

AVRWA operated pre-appointment bank accounts with Bankwest, CBA and Macquarie. We summarise in the table
below the various pre-appointment bank accounts in AVRWA'’s name.

The Liquidators have arranged for the monies held in AVRWA'’s Macquarie and Bankwest bank accounts to be
transferred to the Liquidators’ bank account.

Balance at
Account appointment Comments
$
Macquarie
Avid Resources (WA) Pty Ltd 186300 277249 1576.47 Monies have been swept to the
Liquidators’ account.
Bankwest
Avid Resources (WA) Pty Ltd 306089 3734587 13508 Monies have been swept to the

Liquidators’ account.

Avid Resources (WA) Pty Ltd 306089 3773258 91.80 Monies have been swept to the
Liquidators’ account.

CBA

Avid Resources WA Pty Ltd 066000 13129566 USD1,321.50 Foreign currency account
Werillup Stage 3 Expansion . .

Retention PBA Trust 066000 13150621 Nil  Project bank account
Werillup Stage 3 Expansion — 066000 13150613 Nil  Project bank account
General PBA Trust

Ellenbrook 3ML Concrete Waste . .

Water Over Retention Trust PBA 066000 12658108 Nil  Project bank account
Ellenbrook 3ML Concrete Waste 066000 12658052 Nil  Project bank account
Water Over General Trust PBA

SDOOL Pipeline Duplication 066000 12642376 2,923.36 Project bank account

CS01487 Retention PBA

SDOOL Pipeline Duplication 066000 12642341 Nil  Project bank account
CS01487 General PBA

Hamilton Hill Reservoir
Retention PBA Account

Hamilton Hill Reservoir General 066000 13207595 0.03 Project bank account
PBA Trust Account

066000 13207608 Nil  Project bank account

The Liquidators’ enquiries have not identified any bank accounts in the name of Avid Water.
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3.2.1.2 Sundry debtors

The Director had advised of receivables of $636k, however, the Liquidators have performed a review of the debtor
invoices in AVRWA's records and have only been able to reconcile $442k in debtors. The Liquidators have written to
each of the verifiable debtors requesting payment of these amounts owing to AVRWA into the Liquidators’ bank
account and have received payment of all undisputed amounts. The Liquidators are not aware of any debtors of Avid
Water.

The Liquidators have also received a claim from a related entity (Remsafe) regarding an invoice finance facility
secured over Water Corporation and Energy Australia invoices. The Liquidators have requested further information
from Remsafe in relation to this claim and it remains under consideration. To the extent that it is valid, it may reduce
the quantum of debtor receivables that are available for the benefit of creditors.

3.2.1.3 Retentions

Other assets of AVRWA include retentions owing to the Company relating to its various projects. On 21 February
2022, the Liquidators entered into a Deed of Settlement and Release with the Water Corporation to bring forward the
early release of a number of retentions in relation to various projects, as well as settling actual and potential damages
claims from the Water Corporation in relation to a number of projects via the relinquishment of other retention monies.
The majority of monies due under the Deed have been received with the possibility of further minor payments subject
to the return of certain equipment to the Water Corporation.

AVRWA also had retentions totalling $28k held by non-Water Corporation parties, however, the return of these
amounts is disputed by them.

3.2.1.4 Plant & Equipment, and inventory

AVRWA owned a variety of plant & equipment and inventory in relation to the conduct of its business. The Liquidators
have sought an independent valuation of these assets but are not able to disclose these values as they are
commercially sensitive.

Please refer to section 3.2.2.2 of this report for details of the secured creditor claims over certain of AVRWA'’s plant &
equipment. Notwithstanding these secured claims, there remains a number of items of plant & equipment that fall
outside of the above registered security interests which the Liquidators will proceed to realise for the benefit of the
general body of creditors.

Creditors are advised that in addition to the above matters, the Liquidators have also received a number of claims
from the Director that the plant & equipment, and inventory located at the Company’s former premises at 16 Anderson
Place was the property of other related entities. Based on the information available to the Liquidators, we have formed
the view that there was no evidence to substantiate these claims and therefore we will be taking steps to realise the
assets in due course for the benefit of creditors.

The Liquidators have not identified any plant & equipment owned by Avid Water.
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3.2.2 Liabilities

3.2.2.1 Preferred creditors

| estimate claims by employees for the respective Companies to be as follows:

AVRWA Pty Ltd (In Liquidation) (Receivers Appointed) A"‘°”"$f
Section 560 loans 3,101,826.90
Wages 351,092.46
Leave (annual and long service) 1,411,379.65
PILN & Redundancy 1,924,007.62
Superannuation 912,568.19
Total 7,700,874.82

. s Amount
Avid Water Pty Ltd (In Liquidation) $
Wages 153,559.55
Leave (annual and long service) 1,269,068.27
PILN & Redundancy 1,777,152.07
Superannuation 256,132.62

Total 3,455,912.51

Employee claims are afforded priority of repayment pursuant to Section 556 of the Act, ahead of any return to ordinary
unsecured creditors.

The Liquidators have also received related party claims from AAH, Remsafe and Tech Holdings in relation to Section
560 loans advanced to AVRWA totalling $3.1m. These loans, if proved and admitted, rank alongside other employee
claims in the Liquidation.

The Act provides that excluded employees (including company directors and their spouses) are each restricted to a
total maximum priority claim of $2,000 for unpaid wages and superannuation entitlements and $1,500 for leave
entitlements. Amounts owed to excluded employees that exceed the statutory limit, and all payments owing in respect
of redundancy and payment in lieu of notice will rank as an ordinary unsecured claim.

Employees may be eligible for financial assistance under the Fair Entitiements Guarantee Act 2012. Further
information on FEG including eligibility for assistance can be found at www.ag.gov.au/industrial-relations/fair-
entitlements-guarantee-feg
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3.2.2.2 Secured creditors

Neither of the Companies have a secured creditor with security over all or substantially all of the Companies’ assets.

The Liquidators are aware of the following registered PPSR claims over certain of the Companies’ plant and
equipment:

— aclaim from one creditor over certain of AVRWA's plant & equipment to the value of ¢.$720k. This creditor
has appointed McGrathNicol as Receivers to these assets effective 31 January 2022.

— aclaim from another creditor over AVRWA'’s plant & equipment located at Picton to the value of $407k.

The Liquidators have determined that both of the above security interests are valid, however, we have not performed
an analysis of the superiority or otherwise of the above secured claims to the extent that they may overlap over the
same items of plant & equipment. Further, the Liquidators have issued a formal notice that they would not be
enforcing any rights in relation to these assets on the basis that the estimated value of the assets in dispute is likely to
be less than the value of the claims; i.e., there is no equity value in the assets for the general body of creditors. The
respective creditor claimants are currently in discussions regarding next steps to realise these assets.

There remains a number of items of plant & equipment that fall outside of the above registered security interests
which the Liquidators will proceed to realise for the benefit of creditors.

3.2.2.3 Unsecured creditors

To date, the Liquidators have received 86 proofs of debt totalling $11.4m for AVRWA across ordinary trade, statutory,
contingent and related party claims. This includes 18 proofs of debt totalling $181,205 that were incorrectly lodged
under Avid Water.

Creditors are advised that claims received in the liquidations remain subject to formal adjudication.

3.2.2.4 Related party creditors
The Liquidators are aware of the following related party claims:

— Amounts claimed by AAH, Remsafe and Tech Holdings totalling $3.1m in the form of section 560 loans
advanced to AVRWA. These amounts are discussed at section 3.2.2.1.

— Amounts that may be owing under an Invoice Finance Deed dated 7 February 2020 between AVRWA,
Remsafe Pty Ltd and Tech Holdings WA Pty Ltd. The Liquidators have written to the Director of Remsafe
and Tech Holdings for further documentary evidence regarding any amounts that may be owing however
we have not received a response as at the date of this report.

— Amounts that may be owing under a Service Level Agreement dated 22 March 2019 between AVRWA and
Tech Holdings. The Liquidators have written to the Director of Tech Holdings for further documentary
evidence regarding any amounts that may be owing, however, we have not received a response as at the
date of this report.

3.2.2.5 Contingent claims

The Liquidators have received a claim from AVRWA'’s former landlord at 109 St Georges which includes a component
for future rent under the lease agreement amounting to $2m. This is a contingent claim as it relates to future rent
under the lease and in the event that an alternative tenant takes up the tenancy, then the landlord is no longer able to
claim for future rent losses, unless the new rent is less than the existing rent, in which case they can claim the
difference.

In addition, we have also received a $1.9m contingent claim from Decmil which relates to damages in relation to 2
major works subcontracts. We understand that Decmil has commenced proceedings against AAH in relation to the
guarantee that this entity provided for the 2 contracts. To the extent that Decmil is able to recover monies from AAH,
this will reduce the amount that it will claim in the administration of AVRWA, although AAH may have a subrogated
claim back against AVRWA.

3.3  Summary of receipts and payments

A summary of the receipts and payments in the liquidation to 8 March 2022 is attached as Annexure A.
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4 Investigation into the Companies’ affairs

My report pursuant to Section 533 of the Act on the outcome of my investigation into the affairs of the Companies will
be filed with ASIC in due course. Creditors are advised that this report is confidential as between the Liquidators and
ASIC.

Creditors should refer to the Voluntary Administrators’ Report for details on the Administrators’ preliminary
investigations. The following provides an update on our detailed investigations into the affairs of the Companies.

The salient points from my investigation are summarised hereunder.
4.1  Statutory information

Statutory details for the Companies extracted from ASIC’s national database at the time of our appointment are
summarised below.

AVRWA Pty Ltd (formerly Avid Resources (WA) Pty Ltd)

ACN 631 758 266
Incorporation date 20 February 2019

Registered address / principal place of business Level 19, 109 St Georges Tce, Perth WA 6000

Source: ASIC

Avid Water Pty Ltd

ACN 631 758 382
Incorporation date 20 February 2019
Registered address / principal place of business Level 19, 109 St Georges Tce, Perth WA 6000

Source: ASIC

The Companies’ officers over the past 3 years were:

AVRWA Pty Ltd (formerly Avid Resources (WA) Pty Ltd)

Name Role Appointment date Resignation date
Himanshu Gautam Director & Secretary 20 February 2019 Current

Kristina Lapaeva Director 20 February 2019 30 March 2020
Justin Frost Director 17 March 2019 29 November 2019
Peter Turnbull Director 20 February 2019 1 March 2019

Source: ASIC

Avid Water Pty Ltd

Name Appointment date Resignation date
Himanshu Gautam Director & Secretary 20 February 2019 Current
Peter Turnbull Director 20 February 2019 1 March 2019

Source: ASIC

A search of the National Personal Insolvency Index maintained by the Australian Financial Security Authority shows
that the Companies’ current Director is not bankrupt or subject to a Personal Insolvency Agreement under Part X.
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The ASIC database discloses the Companies’ shareholders to be:

AVRWA Pty Ltd (formerly Avid Resources (WA) Pty Ltd)

Registered Owner Shares held Description Fully paid % Issued Capital

Avid Australia Holdings Pty Ltd 2 Ordinary Yes 100
Source: ASIC

Avid Water Pty Ltd
Registered Owner Shares held Description Fully paid % Issued Capital

Avid Australia Holdings Pty Ltd 2 Ordinary Yes 100
Source: ASIC

4.2  History of the Companies and reasons for their failure

421 History of the Companies

Creditors are referred to the Voluntary Administrators’ Report for a history of the Companies and further details
regarding our preliminary investigations. A summary of the corporate structure of the Companies is below:

Himanshu
Gautam
(Individual)
100% |
Avid Investment
Holdings Pty Ltd
99% |

(held beneficially for the

Gautam Family Trust) [FaVIERACEENES
Holdings Pty Ltd

S AVRWA Pty Ltd
Avid Water Pt
100% A I_tader \

Key points to note in relation to the corporate structure are:

100%

- Both AVRWA and Avid Water are wholly owned subsidiaries of AAH. They also have a common sole director in
Himanshu Gautam.

- AAH and its shareholders are not subject to the appointment of external administrators.

Whilst they are separate legal entities, the Companies operated together and shared resources. Their functions are
summarised in the table below.

Business Description

The main operating entity and held all contracts. All bank accounts are in AVRWA’s name and it
AVRWA .
owned all business assets.

This entity was incorporated due to the enterprise agreement for RCR Water West's

Avid Water employees. Other former RCR employees were employed by AVRWA.
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4.2.2 Reasons for failure

The Director has provided his views on the affairs of the Companies and attributes the following reasons to their
failure:

- The unavailability of funding.
- Clients not paying invoices issued by the Companies.
Our preliminary view is that, in addition to the reasons identified by the Director, the Companies failed as a result of:

— Insufficient working capital and an inability to obtain credit or bank guarantees given the prior trading history of
the RCR businesses which were formally under administration.

- Potentially underquoting for tenders on projects which exposed the Companies to losses.
- The ongoing contractual dispute with Decmil and inability to reach a mutual resolution.

- The withdrawal of financial support from related entities.

4.3 Books and records

Section 286 of the Act requires a company to keep written financial records that correctly record and explain the
company'’s transactions, financial position and performance and would enable true and fair financial statements to be
prepared. The financial records must be retained for a period of seven years after the transactions covered by the
records are completed.

The failure to maintain books and records in accordance with Section 286 provides a rebuttable presumption of
insolvency which might be relied upon by Liquidators in an application for compensation for insolvent trading.

Based on my review of the books and records received, | am of the opinion that the Companies’ books and records
may not have been maintained in accordance with Section 286 of the Act to 9 November 2021. Whilst the
Companies’ books and records were maintained, the Liquidators are aware that the Director believes that the reported
losses are incorrect and therefore year-end financial statements were not signed off on.

4.4  Voidable transactions
4.4.1  Unfair preferences

Section 588FA of the Act gives the Liquidators the power to recover certain transactions that have had the effect of
conferring a priority, preference or advantage to the creditor within six months of the commencement of the winding
up (the relation back period).

My investigations identified potential unfair preference payments made to creditors of AVRWA totalling at least $700k.
At the time of the transactions, it is alleged that the creditors had reasonable grounds for suspecting AVRWA was insolvent
due to the following:

—  The significant accrued arrears without any payment;
— The issuance of statutory demands; and
— Engaging legal representatives to correspond with AVRWA to reach settlements and payment plans.

The Liquidators will formally write to the recipients of the potential unfair preferences in due course.
4.4.2 Uncommercial transactions

Section 588FB of the Act requires the Liquidators to investigate transactions which may be deemed to be
uncommercial, having regard to the detriment to the company (if any) suffered as a consequence of the transaction in
the period two years prior to the appointment.

In addition, Section 588FDA of the Act refers to “unreasonable director-related transactions” and requires the
Liquidators to investigate such transactions, having regard to the detriment to the company (if any) suffered as a
consequence of the transaction.

The Liquidators have been made aware of claims that AVRWA'’s contracts with Decmil and Tech Mahindra may
potentially be considered uncommercial transactions. We continue to consider these allegations.
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4.4.3 Unfair loans

Section 588FD of the Act requires investigations of transactions which may be deemed to be unfair loans to the
Company. A loan to the Company is considered to be unfair if and only if, interest on the loan is extortionate, or the
charges in relation to the loan were extortionate.

From the information available to me | have not identified any transactions which would constitute unfair loans to the
Company.

4.4.4 Voidable transactions — related parties

Section 588FE(4) of the Act requires investigations of transactions which may be deemed to be insolvent transactions
with a related party entered into within 4 years of the commencement of the winding up.

Subject to any additional information that may be provided by Remsafe and/or Tech Holdings and a further analysis of
the structure of these arrangements, the Invoice Finance Deed dated 7 February 2020 and the Service Level
Agreement dated 22 March 2019 may be deemed voidable transactions.

4.5 Insolvent trading
Section 588G of the Act provides that directors are obliged to prevent a company from:

— Incurring a debt whilst insolvent; or
— Becoming insolvent by incurring a debt.

If a contravention of Section 588G can be established, then Section 588M empowers a Liquidator (or a creditor under
certain circumstances) to recover compensation from a director for any loss or damage suffered as a consequence of
any such contravention.

4.5.1 Indicators of insolvency
From a review of the financial information provided to me, | have identified the following indicators of insolvency:

4.5.1.1 Endemic shortage of working capital — balance sheet test

Given the nature of the Companies, my insolvency analysis is limited to AVRWA. My preliminary view of the date of
insolvency for Avid Water is the same as AVRWA given the operational interrelationship and its reliance on AVRWA
for financial support.

According to the available financial statements, it appears that AVRWA had net asset and working capital positions as
follows:

Net asset position (total assets less total liabilities)

AVRWA Pty Ltd Jul 21 — Sep 21

$
Total assets 13,600,496 15,043,875 17,340,726
Total liabilities (22,609,854) (28,505,076) (31,546,117)

Net asset surplus / (deficiency) (9,009,358) (13,461,202) (14,205,391)

Working capital position (current assets less current liabilities)

AVRWA Pty Ltd Jul 21 — Sep 21

$
Current assets 6,610,684 4,948,611 7,421,149
Current liabilities (9,364,003) (8,564,011) (8,738,455)

Working capital surplus / (deficiency) (2,753,319) (3,615,401) (1,317,306)
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| make the following comments:

— AVRWA's sustained negative net asset and working capital position reflects the significant losses that it was
experiencing.

— The improvement in working capital position for the period to September 2021 is primarily driven by an increase
in cash balance and project WIP relative to the 30 June 2021 position. However, we note this was offset by the
greater deterioration in the negative net asset position for the same period.

4.5.1.2 Availability of other cash resources — cash flow test

Profitability
According to the available financial statements, it appears that AVRWA had trading results as follows:

FY20 FY21 Jul 21 — Sep 21

$ $ $

Sales 33,221,396 37,194,028 5,230,782
Cost of sales (28,065,847) (34,700,529) (4,245,510)
Gross profit 5,155,549 2,493,499 985,272
Expenses (10,414,388) (7,194,214) (1,729,461)
Net profit / (loss) (5,258,839) (4,700,715) (744,189)

| make the following comments:

— AVRWA's draft financials indicate an improvement in financial performance year-on-year however the veracity
of the figures reported is subject to further scrutiny given the allegations made by certain former employees.

— The reported net losses appear to be driven by low profit margins and high employee related costs.

Access to alternative sources of finance

Between March 2019 and October 2019, the Companies were pursuing a working capital facility of $10m from an
Australian lending institution backed by security held in India. This working capital facility was ultimately not obtained.

Additionally, AVRWA allegedly received section 560 loans from its related entities (AAH, Remsafe and Tech Holdings)
to fund its payroll expenses, however, these claims remain subject to further consideration by the Liquidators.

Disposal of non-core assets

We are aware of certain asset disposals made by AVRWA prior to the appointment of Administrators, however, these
were not of sufficient value to impact AVRWA'’s solvency.
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45.1.3 Overdue Commonwealth and State taxes

Payroll Tax

We understand that AVRWA has outstanding payroll tax for the period FY20 to the date of our appointment on
9 November 2021. Total payroll tax owing to NSW Revenue totals $114k.

We have also received proofs of debt totalling $1.25m and $50k from Revenue WA and Revenue SA respectively.

Superannuation & SGC

As noted in section 3.2.2.1, both Companies have accrued unpaid superannuation totalling over $1.1m combined. It
appears that superannuation has been outstanding since at least the quarter ending 31 December 2019 being the
period covered in the first Notice of Amended Statement of SGC from the ATO dated 5 March 2020.

The ATO has submitted a proof of debt in Avid Water and we await a proof of debt for AVRWA.
GST & PAYG

AVRWA's integrated client account statement indicates that the ATO was owed $3.1m as at 30 September 2021. We
have not yet received a proof of debt from the ATO to date to confirm the total quantum and period to which the debt
relates to.

4.5.1.4 Creditor forbearances / communications

We have sighted several demand letters and statutory demands from creditors, the earliest of which was for $28k and
dated 17 September 2021.

We have also sighted email correspondences regarding demand letters being issued from as early as December
2020.

Further, the May 2021 monthly management report also indicated that several creditors had ceased credit terms with
AVRWA given outstanding balances since February 2021.

Insolvent trading conclusion

Section Indicator of insolvency Date
4511 Endemic shortage of working capital FY20
451.2 Availability of other cash resources November 2019
4513 Overdue Commonwealth and State taxes December 2019
4514 Creditor forbearances / communications December 2020

Having regard to the above, it is my opinion that the Companies were insolvent from as early as November 2019
(shortly following the acquisition of the RCR businesses and when they were unable to obtain a working capital
facility) or as late as November 2020 being the date when the Companies were reporting procurement and cash flow
difficulties and had significant arrears of superannuation and creditors.

Given Avid Water was reliant upon AVRWA for funding, we consider its date of insolvency to be the same as AVRWA.

Section 588H of the Act provides a number of statutory defences available to the Director which would have to be
considered in deciding whether to commence an insolvent trading action.

Further, Section 588V of the Act provides that a holding company may be held liable for the debts of a subsidiary in
certain circumstances.
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Any decision to commence an action against the Director for insolvent trading must have regard to the following:

—  The costs of litigation and the unknown likelihood of success;
—  The quantum of the claim;

— The fact that the liquidation is presently devoid of sufficient funds to undertake public examinations and
pursue a claim to trial; and

— The Director’s capacity to meet a claim for compensation.

Having regard to the above, the Liquidators will explore the possibility of obtaining litigation funding and the broader
commercial merits of pursuing an insolvent trading claim against the Director.

I note that Section 588R entitles creditors to commence proceedings under Section 588M against the Director of the
Company subject to the consent of the Liquidators.

Should creditors have any further information that may assist my investigations into the conduct of the Companies’
affairs, they should communicate details in writing to my office as soon as possible.

Should any creditor be willing to fund the costs and expenses to commence proceedings against the Director or wish
to discuss further, would you please contact Nicholas Jones of this office on (08) 9413 7917 or
njones13@kpmg.com.au.

5 Return to creditors

My investigations have confirmed that there may be a small dividend for priority creditor claims of AVRWA from the
proceeds realised to date. In the absence of successful voidable transaction recoveries and/or litigation claims against
the Director and/or holding company, it is unlikely that there will be any prospect of a return for ordinary unsecured
creditors.

6 Conclusion
The following matters will continue to be progressed:
— Realising AVRWA'’s plant & equipment;

— Liaising with the Receivers regarding the allocation of auction proceeds and costs from the sale of
AVRWA'’s plant & equipment;

— Completing my investigations into the Companies’ affairs;

—  Completing my reporting to ASIC under section 533 of the Act;
— Exploring litigation funding options;

— Pursuing litigation claims (insolvent trading), if funded;

—  Pursuing potential unfair preference claims; and

— Attending to statutory obligations.

At this stage | do not anticipate that | will write to you again unless any additional information becomes available that
otherwise alters the information contained in this report.

Should you have any questions, please contact Nicholas Jones of this office on (08) 9413 7917.

Dated this 11t day of March 2022

Matthew Woods

Joint and Several Liquidator /(M
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A — Receipts & Payments

Total
$

Receipts

Water Corporation settlements and release of retentions 568,581.08
Pre-appointment debtors 361,952.77
Sale of plant & equipment, and works in progress 19,878.33
Sundry receipts 2,063.05
Pre-appointment cash at bank 1,803.55
Rent — 1 Visser Street 1,430.00
Interest income 47.82
Total receipts 955,756.60
Payments

Administrators’ remuneration and disbursements 279,195.40
Rent and outgoings 158,366.78
Forensic services 17,842.80
ICT services 11,560.80
Legal fees 10,062.69
Insurance 9,981.28
Retainer fees — former employees 7,170.00
Bank transaction tracing fees 2,365.00
Total payments 496,544.75

Cash at bank at 8 March 2022 459,211.85
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