% FERRIER HODGSON

12 July 2010

mMeLBOURNE [l
Level 29 600 Bourke Street

Melbourne VIC 3000 Australia
PO Box 290 Collins Street West

TO CREDITORS

Melbourne VIC 8007

phone +61 3 g6oo 4922
fax +61 3 9642 5887

email fhmelb@fh.com.au

Dear Sir/Madam

RE: WATERCELL PTYLTD
(RECEIVERS AND MANAGERS APPOINTED)
(ADMINISTRATORS APPOINTED) (“THE COMPANY™)
ACN 093 965 998

| refer to the appointment of Brendan Richards and me on 28 May 2010 as the Company’s
Administrators.

Enclosed is the Administrators’ report to creditors pursuant to section 439A(4)(a) of the
Corporations Act 2001. You will note that there is no proposal for a Deed of Company
Arrangement between the Company and its creditors. Accordingly, | have convened a
meeting of creditors to consider and, if thought fit, resolve that the Company be placed into
liquidation. 1 enclose the following regarding the meeting of creditors.

1. Notice of Meeting. Please note that the meeting commences at 10:15am on 20 July
2010. You should arrive for registration at least 15 minutes prior to the meeting.

2.  Informal Claim Form for Voting Purposes. If you submitted one of these for the
purposes of the first meeting of creditors, you do not need to submit another one for
this meeting.

A person is not entitled to vote at the meeting unless they provide particulars of the
debt or claim to the Administrators before the meeting. Please note this form is
for voting purposes only. All creditors must furnish full details of their claims,
indicating whether they rank as secured, preferential or unsecured, and whether
they claim title to any goods supplied to the Company or any lien/pledge over goods
in their possession which are property of the Company.

3.  Appointment of Proxy form. The form enables you to appoint another person to act
on your behalf at the meeting. Proxy Forms submitted for the first meeting of
creditors are not valid for this meeting.

The Informal Claim Form for Voting Purposes and Proxy Form should be lodged with
this office before the meeting and, in any event, not later than 4.00pm on the day
prior to the meeting. Forms can be sent by facsimile on (03) 9642 5887 marked to the
attention of Fahime Durbali or scanned and emailed to Fahime.Durbali@fh.com.au.
However, Corporations Regulation 5.6.36A requires lodgement of the original of the Proxy
Form with the Administrators’ office within 72 hours of lodging the faxed/emailed copy.

When replying please quote:
Our Ref: BK:A1/B9
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4.  Administrators’ report to creditors pursuant to section 439A(4)(a) of the Corporations
Act 2001 which includes: '

. An opinion, with supporting reasons, on each of the following matters:

o  Whether it would be in the creditors’ interests for the Company to be wound
up.
o Whether it would be in the creditors' interests for the administration to end.

The Administrators’ Remuneration

The Administrators’ report includes a remuneration report explaining their remuneration
claim setting out:

(a) Detalils of time spent by category of staff at the rates applicable for such staff; and,

(b) A summary of the work undertaken by the Administrators and their staff in the
administration.

Remuneration of Ligquidators

Where creditors resolve that the Company be wound up, the Liquidators intend that their
remuneration be fixed on the basis of time spent by them and their staff of an appropriate
level having regard to the nature and complexity of the work and calculated by reference fo
the hourly rates set out in the schedule accompanying the Notice of Meeting of Creditors
sent out for the purposes of the first meeting of creditors. A further copy of the schedule is
included in the Administrators’ report to creditors together with a schedule setting out the
Liguidators’ likely tasks.

For further information conceming the Voluntary Administration process and Ferrier
Hodgson, you may wish to visit our website at www.ferrierhodgson.com. Queries regarding
the administration should be directed to Mr Ben Kot of this office on (03) 9604 5117.

Yours faithfu

GEOR EORGES
ADMINISTRATOR

Encl.




Ref: A1/B9

FORM 529
CORPORATIONS ACT 2001
Subregulation 5.6.12(2)

WATERCELL PTY LTD
(RECEIVERS AND MANAGERS APPOINTED)
(ADMINISTRATORS APPOINTED) (“THE COMPANY”)
ACN 093 965 998

NOTICE OF MEETING OF CREDITORS

NOTICE is given that a meeting of the creditors of the Company will be held at the offices of Ferrier
Hodgson, Level 29 600 Bourke Street, Melbourne VIC 3000 on 20 July 2010 at 10:15am.

AGENDA
1. To consider a statement by the director about the Company’s business, property, affairs and
financial circumstances.
2. To consider the circumstances leading up to the administration and the various options

available to creditors.
To determine the remuneration of the Voluntary Administrators.
4, For creditors to resolve upon one of the following:

" That the administration should end; or
" That the Company be wound up.

5, If the Company is wound up, to consider the appointment of a Committee of Inspection.

if the Company is wound up and no Committee is appointed, to fix the remuneration of the
Liquidators.

7. Any other business that may be lawfully brought forward.

Proxies to be used at the meeting should be lodged at the office of the Administrators by 4.00pm on
the day prior to the meeting. A corporation may only be represented by proxy or by an attorney
appointed pursuant to Corporations Regulations 5.6.28 and 5.6.31 respectively or, by a
representative appointed under Section 250D of the Corporations Act 2001.

In accordance with Regulation 5.6.23(1) of the Corporations Regulations, creditors will not be entitled
to vote at the meeting unless they have previously lodged particulars of their claims against the
company with the Administrators.

DATED this 42" day of July 2010
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Ref: C-

INFORMAL PROOF OF DEBT FORM

Regulation 5.6.47
WATERCELL PTY L.TD
(RECEIVERS AND MANAGERS APPOINTED)
(ADMINISTRATORS APPOINTED) (“THE COMPANY™)
ACN 093 965 898
Name of creditor:
Amount of debt claimed: {see note)

Consideration for debt;
Whether debt secured or unsecured:

if secured, give details of security including dates, etc:

Balance, if any, after deducting value of security (see note):

Creditor (or person authorised by creditor)

NOTE:

Under the Corporations Regulations, a creditor is not entitled to vote at a meeting unless (Regulation
5.6.23)

a. his claim has been admitted, wholly or in part, by the Administrator; or
b. he has lodged with the Administrator particulars of the debt or claim, or if required, a formal
proof of debt.

For the purposes of Part 5.3A, a secured creditor may vote (Regulation 5.6.24):
a. for the whole of his debt without regard to the estimated value of his security.

Proxies must be made avsilable to the Administrator.
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FORM 532
CORPORATIONS ACT 2001

WATERCELL PTY LTD

(RECEIVERS AND MANAGERS APPOINTED)

(ADMINISTRATORS APPOINTED) {(“THE COMPANY”)

ACN 093 965 998

APPOINTMENT OF PROXY CREDITORS MEETING

Her: -

Regulation 5.6.29

.................................................................................................................................................................

2 Creditor OF WAtETCEll PLY LI, BPPOINE ovo.eoeovees oo oot ettt sitass s ssss s ab s ssss s a8 s om s sms s s n st s r b
Lo g A gz 1T T L= = - S OO USSP PO
*myfour *(f) general OR *(if} special proxy to vote at the meeting of creditors to be held on 20 July 2010, or at any
adjournment of that meeting, to vole

() on all matters arising at the meeting; OR

(i) on each of the following kinds of resolution in the manner specified:

A resolution that the company be wound up:
A resolution that the Administration end:

A resolution that the Administrators’ remuneration for the period from the
appointment date to the date of the Administrators’ report, being 28 May
2010 to 9 July 2010, be fixed in accordance with the Ferrier Hodgson
hourly rates in the sum of $6,156.00 plus GST, and also that the
Administrators’ remuneration for the period from the date of the
Administrators’ report to the end of the Administration period be fixed in
accordance with the Ferrier Hodgson hourly rates to a maximum sum of
$5,000 (plus GST if applicable).

A resolution that the Liguidators’ remuneration be fixed in accordance
with the Ferrier Hodgson hourly rates up to a maximum sum of $10,000
but subject to upward adjustment by resolution of creditors / committee of
inspection,

A resolution that a Committee of Inspection be appointed:

A resolution that creditors authorise the Liguidator(s) under Section
477(2A) of the Corporations Act 2001, to compromise a debt owed to the
company of any amount.

A resolution that the books and records of the company be disposed of
12 months after the dissolution of the company or earlier at the discretion
of the ASIC:

| am an unsecured creditor and the total amount owedtome is §

* Strike out If inapplicable
! 1f a firm, strike out *I” and set out the full name of the firm.
2 Insert the name, address and description of the person appointed.

3 It a special proxy add the words "o vote for" or the words "to vote against” and specify the particular resolution.

For

O

Against
|

O
O
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OR
| am a secured creditor and the total amount owed tome is $
DATED this day of 20

OR  The Common Seal of*
Signature® of individual or person®

authorised by corporate resolution to was hereunto affixed in the
represent the corporation presence of
Director
Secretary
CERTIFICATE OF WITNESS'
b creerenrenerennes cerren wof

certify that the above instrument appointing a proxy was completed by me in the presence of and at the request of the
person appointing the proxy and read to him before he aftached his signature or mark to the instrument.
DATED this day of 20

Signature of Wilness

Description

Place of Residence

4 The method of affixing the Common Seal is prescribed in Section 127(2) of the Corporations Act 2001 and, usualy, the creditor
corporation's constitution.
5 The signature of the creditor is not te be attested by the person naminated as proxy.

A corporation may only be represented by proxy or by an attorney appoinied pursuant to Corporations Regulations 5.6.28 and
5.6.31A respectively or, by a representative appointed under Section 250D of the Corporations Act 2001. Copy of authority/power
of attorney to be annexed.

7 This certificate is to be completed only where the person giving it is blind.
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Glossary of terms

_Descriptiol

Austraﬁn Busines Number

ACN Australian Company Number

Act The Corporations Act 2001

ASIC Australian Securitles and Investments Commission

ATO Australian Taxation Office

Autoka Autoka Pty Ltd ATF RH Fan Unit Trust (Receiver and Managers Appointed)

(Administrators Appointed)

Clive Peeters; or the Parent
Entity

Clive Peeters Limited (Receiver and Managers Appointed) (Administrators
Appointed)

CPHE; Clive Peeters Home Entertainment (Brisbane) Pty Ltd
(Receivers and Managers Appointed) (Administrators Appointed)

Deloitte Deloitte Touche Tohmatsu

DOCA Deed of Company Arrangement

ERV Estimated Realisable Value

FYO7 Financial Year ending 30 June 2007

FY08 Financial Year ending 30 June 2008

FY09 Financial Year ending 30 June 2009

GEERS General Employee Entitlements Redundancy Scheme

IPA Insolvency Practitioners Association of Australia

SGC Superannuation Guaraniee Charge

Receivers and Managers;
or Receivers

Mr Philip Carter and Mr Daniel Bryant of PPB

the Secretary

Mr Steven Rowath

Statement

Director's Statement about the Companies Business, Property, Affairs and
Financial Circumstances

The Bank; the NAB: or the
Secured Creditors

National Ausfralia Bank Limited

The Dormant Entities

CPHE, Watercell

The Group

The Clive Peeters Group of Companies including Clive Peeters Lid, Clive
Peeters Wholesale Pty Ltd, Clive Peeters Kitchens and Bathrooms Pty Ltd,
Hi-Fi Corporation (WA) Pty Lid, NTFQ Pty Ltd, Rick Hart Holding Pty Ltd,
Glive Peeters Home Entertainment (Brisbane) Pty Ltd, Watercell Pty Ltd,
Autoka Pty Ltd {All Receivers and Managers Appointed) (All Administrators
Appointed)

The Previous
Administrators

Mr Colin Nicol, Mr Matthew Caddy and Mr Keith Crawford of McGrathNicol

The Trading Entities

The Clive Peeters Group of Companies including Clive Peeters Lid, Clive
Peeters Wholesale Pty Ltd, Clive Peeters Kitchens and Bathrooms Pty Ltd,
Hi-Fi Corporation (WA) Pty Ltd, NTFQ Pty Ltd, Rick Hart Holding Pty Lid
(All Receivers and Managers Appointed) (All Administrators Appointed)

Watercell; the Company

Watercell Pty Ltd (Receivers and Managers Appointed)
(Administrators Appointed)

Section 439A(4)(a) Report by Administrators

o July 2010
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Annexure 1

Annexure 2

Annexure 3

Annexure 4

Listing of annexures

Order No (P) VID 454 of 2010 made in the Federal Court of
Australia

The Company’s Trial Balance for the years ending 30 June
2007, 2008, 2009

Administrators’ Remuneration Report

IPA — Creditor Information Sheet — Offences, Recoverable
Transactions and Insolvent Trading

Section 439A(4)(a) Report by Administrators 9 July 2010 : Page 2




1. Executive summary

As you may be aware Mr Colin Nicol, Mr Matthew Caddy and Mr Keith Crawford of McGrathNicol were
appointed as joint and several Administrators of the companies in the Group on 19 May 2010 with the
exception of Autoka.

At the first mesting of creditors held on 28 May 2010, creditors resolved to remove Mr Nicol, Mr Caddy
and Mr Crawford as joint and several Administrators and appoint Mr Brendan Richards and me as
replacement joint and several Administrators to the companies of the Group, with the exception of
Autoka, pursuant to Section 436E(4) of the Act. The replacement arose as a result of a perceived
conflict of interest involving McGrathNicol.

Additionally, on 19 May 2010, Mr Philip Carter and Mr Daniel Bryant of PPB were appointed as
Receivers and Managers (“the Receivers”) to the companies of the Group.

The Receivers are conducting a marketing campaign for the sale of the Group’s irading businesses
which are held and operated by the following entities:

Clive Peeters Ltd

Clive Peeters Wholesale Pty Ltd
Hi-Fi Corporation (WA) Pty Ltd
NTFQ Pty Ltd

Rick Hart Holding Pty Ltd

The Receivers have recently announced that the majority of the Group’s stores have been sold to
Harvey Norman for a reported $55 million. At the date of this report full details of the sale have not yet
been released.

The Administrators have not received a DOCA proposal in relation to any of the Group’s entities.
The Administrators sought to extend the convening period to allow:

1. the Receivers sufficient time to conclude a sale of the Group's assets and
2. the Administrators sufficient time to conduct the necessary investigations.

On 11 June 2010 Justice Goldberg ordered pursuant to Section 439A(6) of the Act that the convening
period for the meeting pursuant to Section 439A(1) of the Act of creditors of each of the Trading
Entities be extended from 15 June 2010 to 12 October 2010 and in relation to the Dormant Entities be
extended from 15 June 2010 to 13 July 2010. A copy of the Court Order is attached in Annexure 1.

Subsequent to the above appointments, Brendan Richards and | were appointed Administrators of
Autoka on 22 June 2010, pursuant to Section 436A of the Act. Autoka is a dormant entity.

The second meeting of creditors for the Company is convened for 20 July 2010, and will be held at the
offices of Ferrier Hodgson at Level 29, 800 Bourke Streetf, Melbourne at 10:15am.

Investigations undertaken into the Company are detailed in section 6 of this report. The main findings
arising from these investigations include:

The Company ceased frading on 30 June 2007,

The Company does not hold any realisable assets;

The Company does not have any unrelated creditors;

The Secured Creditors hold a charge over all the entities in the Group;

The Parent Entity of the Company, Clive Peeters, is in Receivership and Administration.

Section 438A(4)(a) Report by Administrators 9 July 2010 Page 3




As there is no prospect for a sale of the Company or a DOCA, and for the reasons set out in this
report, my opinion is that the Company should be wound up.

In the event the Company is wound up, a dividend to any class of creditor is unlikely.

2. Introduction

2.1 Purpose of Administrators’ appointment and this report

The purpose underlying an Administrator's appointment is to allow for independent control and
investigation of a Company’s affairs. During the administration period, creditors’ claims are put on
hold. | am required to provide creditors with information and recommendations to assist creditors
decide upon the Company’s future.

Section 439A(4) of the Act explains the purpose of an Administrator's report in providing that the
notice (of second meeting) must be accompanied by a copy of:

(a) A report by the Administrator about the company's business, property, affairs and financial
circumstances; and

(b) A statement setting out the Administrator’s opinion about each of the following matters:
" Whether it would be in the credifors’ interests for the company fo execute a Deed of
Company Arrangement;
. Whether it would be in the creditors’ inferest for the administration to end;

" Whether it would be in the creditors’ interest for the company to be wound up;

" His or her reasons for those opinions and provide such other information known to the
Administrator as will enable the creditors to make an informed decision about each of the
above matters; and

(c) If a Deed of Company Arrangement is proposed — a statement setting out details of the proposed
deed.

2.2 First meeting of creditors and committee of creditors

At the first mesting of creditors held on 28 May 2010, creditors resolved to remove Mr Nicol, Mr Caddy
and Mr Crawford as joint and several Administrators and appoint Mr Brendan Richards and me as
replacement joint and several Administrators of the Company pursuant to Section 436E(4) of the Act.
The replacement arose as a result of a perceived conflict of interest involving McGrathNicol.

A Committee of Creditors was not appointed.

2.3 Second meeting of creditors
2.3.1 Extension of Convening Period
Pursuant to Section 439A of the Act, the second meeting of creditors of the Company was originally

scheduled to be held by 23 June 2010, being within five (5) business days after the end of the
Administration convening period.

Section 43%A(4)(a) Report by Administrators 9 .July 2010 Page 4




The Administrators were concerned that, unless the convening period was extended, there would not
be a sufficient amount of time to allow the Receivers to complete the steps necessary to identify any
relevant assets of the Company and accordingly an application was made to extend the convening
period for the Company for up to 30 days. On 11 June 2010, Justice Goldberg of the Federal Court
made that Order.

2.3.2 Second Meseting

Pursuant to Section 439A of the Act, the second meeting of creditors of the Company is convened for
20 July 2010, and will be held at the offices of Ferrier Hodgson at Level 29, 600 Bourke Street,
Melbourne at 10:15am.

At the second meeting, creditors will decide the Company's future in voting on one of the following
options:

¥ That the administration should end and control of the Company revert to its directors; or
" That the Company should be wound up.

2.4 Declaration of Independence, Relevant Relationships and Indemnities
The Administrators provided a Declaration of Independence, Relevant Relationships and Indemnities
to creditors with their first circular to creditors and also tabled the declaration at the first meeting of
creditors.

There has been no change in the declaration since that time.

Brendan Richards and | are partners of Ferrier Hodgson. Ferrier Hodgson is Australia’s and the Asia-
Pacific’s largest independent corporate restructuring practice with 47 partners and over 440 staff
throughout Australia and Asia. Ferrier Hodgson does not provide accounting, audit, legal or taxation
services.

Brendan Richards is a Chartered Accountant, Registered Liquidator and member of the IPA with over
17 years experience in corporate insolvency.

| am also a Chartered Accountant, Registered Liquidator and member of the IPA with over 20 years
experience in corporate insolvency.

Further information regarding Ferrier Hodgson and the Administrators can be obtained from the firm’s
website at www.ferrierhodgson.com.

3. Company information

3.1 Statutory information

A search of the ASIC database revealed the foliowing information.
3.1.1 Incorporation date and registered office

The ASIC search discloses the Company's incorporation date as 31 July 2000. The Company's
registered office is listed as 289-311 Bayswater Road, Bayswater North VIC 3153.
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3.1.2 Company officers

The ASIC database discloses the Company’s officers over the past 12 months to be:

“Gregory William Smith " Director 21 September 2005

Richard John Hart Director 18 March 2001 17 November 2009
Steven Douglas Rowarth Secrstary 21 September 2005 27 May 2010

| note that Steven Douglas Rowarth resigned as Secretary just prior to our appointment.

A search of the National Personal Insolvency Index maintained by the Insolvency Trustee Service,
Australia, shows that the Company'’s directors are not bankrupt or subject to a Personal Insolvency
Agreement under Part X of the Bankruptcy Act 1966.

3.1.3 Shareholders

The ASIC database discloses the Company's shareholder to be:

_Shareholders

Clive Pesters Limited

3.1.4 Registered chargeholder

The NAB holds a Registered Fixed and Floating Charge (no: 1809508). The charge is held over the
assets and undertakings of the Company. The charge was created on 30 June 2009 and registered
with ASIC on 3 July 2009.

The debt owed to NAB as at 28 May 2010 was approximately $38,000,000.

| undertook a review of the bank’s charge and determined it to be, prima facie, valid.

3.2 Group history

As at our appointment on 28 May 2009, Clive Pesters is the parent entity to the Group and is a
publicly listed corporation operating throughout Australia in the household appliance retail sector. The
Group consists of a number of trading entities which operate all of the Group’s businesses in addition
to three (3) dormant entities which are discussed further in this report.

At the date of our appointment, the Group operated 44 stores across Australia under two brands,
trading as “Clive Peeters” in Victoria, Queensland, New South Wales and Tasmania, and as "Rick
Hart" in Western Australia. The Group employs approximately 1,200 staff.

The operations of the Group are managed from its head office located in Bayswater, Victoria.
3.2.1 The Group Structure and Related Parties

The Group’s operational structure is summarised as follows:
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As previously advised, Clive Peeters Limited is the ultimate holding Company of the Group and wholly
owns all other entities in the Group.

3.2.2 The Company

Incorporated on 31 July 2000 in Western Australia, the Company commenced trading as Rick Hart
Gas and Air, on or around 30 June 2002 from premises at 52 Guthrie Strest, Osborne Park, Western
Australia.

The Company was initially incorporated for the sale and installation of ducted heating and cooling
products. The business ceased as a separate business on 30 June 2007 as it was not a profitable
business.

The financial statements of the Company at 30 June 2009 indicate that there are no assets or
liabilities held with the exception of loans to and from related entities.

The Company’s trial balance for the year ending 30 June 2007 indicates that the Company produced a
net loss of $66,813 for the period.

A summary of the Company's financial performance and position is set out in Section 4 of this report.

3.3 Decision to appoint Administrators

The appointment of Administrators and Receivers became necessary as a result of financial difficulties
experienced by the Group as a whole due to, inter alia, the following factors:

¢ Decrease in sales caused by general economic conditions affecting the retail sector and cost
cutting.

¢ A reduction in floor traffic resulting from decreased advertising levels, necessitated by cash
flow shortages.

¢ Fraudulent transactions conducted by the Group’s Senior Financial Accountant over the course
of a two (2) year period from July 2007 to July 2009 to the value of aimost $20 million.

« Cash flow shortages as a result of the above fraudulent activities.

e An unsuccessful sale campaign conducted in 2009.

As a result of these factors and in order to keep the restructuring options open for the Group, the
directors of the Group’s entities resolved to appoint Mr Colin Nicol, Mr Matthew Caddy and Mr Keith
Crawford of McGrathNicol as Administrators.
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At the first meeting of creditors held on 28 May 2010, creditors resolved to remove Mr Nicol, Mr Caddy
and Mr Crawford as joint and several Administrators and appoint Mr Brendan Richards and me as
replacement joint and several Administrators of the Group pursuant to Section 436E(4) of the Act.

3.4 Appointment of Receivers
As previously advised, Receivers were appointed by the NAB on 12 May 2010.

Since their appointment, the Receivers have taken control of the Group’s day to day operations and
assets.

In this regard, the Receivers have continued trading the Group whilst they explore a sale of its
business and/or assets for the benefit of the secured creditors in the first instance.

On 15 June 2010 the Receivers closed six (6) unprofitable stores to improve the profitability of the
Group and to make it more atfractive to bidders with interest in buying the business as a going
concern. The closure of these stores resulted in the loss of up to 75 staff, however the Receivers have
been able to offer temporary continuation of employment to the majority of employees at other Clive
Peeters stores until further notice.

The Receivers have recently announced that the majority of the Group's stores have been sold to

Harvey Norman for a reported $55 million. At the date of this report full details of the sale have not yet
been released.

4. Historical financial information

4.1 Preparation of financial statements

The Group’s consolidated financial statements were prepared up to 30 June 2009. Deloitte audited
the consolidated financial statements from March 2002 up to the year ended 30 June 2009.

The Group also prepared various management accounts and reports on a monthly basis.
At section 6.2.3 of this report, | comment on the adequacy of the Company's books and records.

We have been provided with the Company's separate trial balance for FY07, FY08 and FYQQ,
however, as noted in Section 1 the Company ceased trading on 30 June 2007.

4.2 Profit and loss statement and preliminary analysis

The Company’s separate trial balance indicates that the Company did not trade during the period 1
July 2007 to 30 June 2009.

This confirms the Company's Secretary’s advice that the Company ceased trading on 30 June 2007.

Set out below is a summary of the Company’s profit and loss statement for FY07, FY08 and FYQ9
together with my preliminary analysis. At the date of this report we have not been provided with any of
the Company's financial statements prior to the year ending 30 June 2007. The Company ceased to
trade on 30 June 2007 and as such there are no transactions subsequent to this date.

Section 439A(4)(a) Report by Administrators 12 July 2010 Page &




Sales R e . . 3841594

Gross Profit/(Loss) - - {17,906)
Other Income 3,240 - 98,413
Total Income 3,240 - 80,507
Expenses - - (147,320)
Net Profit/(l.oss) RS 3,240 Ce T (66,813)

The financial statements indicate that the Company traded unprofitably, with a gross loss of $17,906
for FY2007. Without Other Income, which consists of Rebates and Advertising Income, the Company
would have recorded a substantially higher loss.

4.3 Balance sheet and preliminary analysis

A summary of the Company's balance sheet for the past three (3) financial years is set out below
together with my preliminary analysis:

Balance Sheet Summary

Assets
Current assets 393 - 393
Non-current assets 21,971 22,131 28,204
Total Assets R 22,364 22,131 26,597
Liabilities
Current liabilities - - -
Non-current liabilities 400,673 403,680 408,145
Total Liabilities e 400,673 403,680 408,145
Equity B ' {378,309) (381,548)  {381,549)

There has been no significant move in the Company's balance sheet for the three (3) periods that
were provided to us. This is consistent with the Secretary’s advice that the Company ceased to frade
on 30 June 2007 and therefore does not hold any realisable assets. The only movements that have
been recorded in the management accounts are the disposal of motor vehicles in FY08 and some
movements in inter-entity loans.

The only asset that remains is an inter-entity loan to NTFQ Pty Ltd which is unrecoverable as this
entity is insoivent and has also had Receivers and Administrators appointed.

The liabilities at 30 June 2009 are made up of the following related party ioans:

Hi-Fi Crporatlon Pty 381,5 '

Clive Peeters Lid 11,817.62
Autoka Pty Ltd ATF RH Fan Unit Trust 7,601.00
Total o 400,672.62

A detailed trial balance for FYQ7, FY08, FY09 as provided by the Group is attached in Annexure 2.
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5. Statement by director

5.1 Summary

Section 438B of the Act requires the directors to give an Administrator a statement about the
Company’s business, property, affairs and financial circumstances. | received the Director's
Statement on 28 June 2010.

In the Statement, the directors detailed the Company’s assets and liabilities at book value and ERV.
The following table summarises the assets and liabilities described in the Director's Statement.

Assets:
Interest in land 5.1.1 0 0 0 0
Sundry debfors 51.2 66,391 0 0 0
Cash on hand 51.3 0 0 0 0
Cash af bank 513 0 8 0 0
Stock on hand 5.1.4 o 0 0 0
Work in progress 5.1.56 0 0 0 0
Plant & equipment 5.16 0] 0 0 0
Motor vehicles 5.1.7 0 0 0 Y]
Deposits & investments 5.1.8 0 0 0 0
Other assets 5.1.9 0 0 0 0
Sub Total " Do 86,391 0 0 0
Assets subject to specific charges 5.1.10 0 0 0 0
Less amounts owing under charges 0 0] 4] Y]
Total Available Assets 66,391 0 0 0
Liabilities:
Less: Priority creditors

- Employee entitlements payable in

advance of secured creditors 51.12 0 0 0 0

- Secured creditors 5.1.13 0 0 0 0

- Partly secured creditors 5.1.14 O 0 0 0
Total Priority Creditors T 0 0 -0 0
Contingent assels 5.1.11 0 0 0 0
Contingent liabilities 5.1.16 0 0 0 0
Available to Unsecured Creditors G 66,391 0 0 0
QOrdinary unsecured creditor claims 51.15  (400,280) O 0 0
Estimated Surplus/{Deficiency) e (333,889) 0 0 0

| comment on the Statement as follows:

5.1.1 Interest in land

A property search indicates that the Company does not currently own any real property.

5.1.2 Sundry debtors

The Company's only debtor as at the date of our appointment was NTFQ Pty Ltd in the amount of

$66,391. However, as it is also in Receivership and Administration, any loan is deemed
unrecoverable.
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5.1.3 Cash on hand and cash at bank

The Company operated one (1) bank account with NAB. The bank account was closed on 24 April
2008 and the balance of $234.51 was transferred to Clive Peeters’ bank account.

5.1.4 Stock

The Company did not hold any stock on appointment according to the Statement.

5.1.5 Work in progress

The Company did not hold any work in progress on appointment according to the Statement.
5.1.6 Plant and equipment

The Company did not hold any plant and equipment on appointment according to the Statement.
5.1.7 Motor vehicles |

The Company did not hold any motor vehicles on appointment according to the Statement.

Searches conducted with the relevant transport authorities to date confirm that there were no vehicles
registered to the Company at the date of our appointment.

5.1.8 Deposits and investments

The Company did not hold any deposits or investments on appointment according to the Statement.
5.1.9 Other assets

The Company did not hold any other assets on appointment according to the Statement.

5.1.10 Assets subject to specific charges

The Director's Statement indicates that the Company does not have any assets subject to specific
charges at the date of our appointment.

5.1.11 Contingent assets

The Director's Statement indicates that the Company does not have any contingent assets at the date
of our appointment.

5.1.12 Employee claims

The Director's Statement indicates that the Company does not have any employee claims at the date
of our appointment.

The Company's records confirm this.
5.1.13 Secured creditors
The Director's Statement indicates that the Company does not have any secured creditors at the date

of our appointment, however the NAB holds a registered fixed and floating charge (number 1809508)
created on 30 June 2009 and registered with ASIC on 3 July 2009.

Section 439A(4)(a) Report by Administrators 9 July 2010 Page 11




At 28 May 2010, the Company owed the NAB approximately $38,000,000.
5.1.14 Partly secured creditors

The Director’s Statement indicates that the Company does not have any partly secured creditors at
the date of our appointment.

5.1.156 Ordinary unsecured creditors

The Director’s Statement indicates that the Company does not have any ordinary unsecured creditors
at the date of our appointment.

5.1.16 Contingent liabilities

The Director's Statement indicates that the Company does not have any contingent liabilities at the
date of our appointment.

5.1.17 Related entities

The amounts represent monies owed by the Company to the following related entities:

“Autoka Pty Lid ATF RH Fan Unit Trust

7,601
Hi Fi Corporation (WA} Pty Lid 381,254
Clive Peeters Limited 11,425
Total T 3 400,280

My preliminary view is that the Company owes the amounts claimed.

Creditors should be aware the Act allows a creditor to apply to the Court to set aside or modify a
resolution authorising the execution of a DOCA if the resolution carries as a consequence of a related
entity vote. Similarly, a defeated resolution for the Company to be wound up may be declared carried,
if defeated by the vote of a related entity.

5.1.18 Omissions from Statement

| am of the opinion that there are no material omissions from the Director's Statement.

5.2 Explanation for current financial position

The directors have not provided an explanation for the Company’s current financial position. The
failure of the entire Group is due to a number of factors, including:

o Decrease in sales caused by general economic conditions affecting the retail sector and cost
cutting.

e A reduction in floor traffic resulting from decreased advertising levels, necessitated by cash
flow shortages.

e Fraudulent transactions conducted by the Group’s Senior Financial Accountant over the course
of a two (2) year period from July 2007 to July 2008 to the value of almost $20 million.

¢ Cash flow shortages as a result of the above fraudulent activities.
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¢ An unsuccessful sale campaign conducted in 2009.
6. Statutory investigations

6.1 Nature and scope of review

The Act requires an administrator to carry out preliminary investigations into a company's business,
property, affairs and financial circumstances.

Investigations centre on transactions entered into by the company that a liquidator might seek to void
or otherwise challenge where the company is wound up. [nvestigations allow an administrator {o
advise creditors what funds might become available to a liguidator such that creditors can properly
assess whether to accept a DOCA proposal or resolve to wind up the company.

Funds recovered would be available to the general body of unsecured creditors including secured
creditors but only to the extent of any shorifall incurred after realising their security.

A liguidator may recover funds from each type of transaction detailed in the Creditor Information Sheet
described in Annexure 2 of this report. A deed administrator does not have recourse to these voidable
transactions. A liquidator may also recover funds through other avenues; for example, through action
seeking compensation for insolvent trading or breach of director duties.

An administrator is not obliged to carry out investigations fo the same extent as a liquidator. A
liquidator may require many months of investigation and conduct public examinations before forming a
concluded view on recovery action. | investigated matters to the extent possible in the time available.
The dividend estimate in a liquidation scenario set out in section 7.2 of this report reflects the outcome
of my investigations.

The Administrators’ knowledge of the Company'’s affairs comes principally from the following sources:

. The Director's Statement concerning the Company's affairs prepared by the directors.

= Discussions with the directors and their advisors,

= A search of the ASIC racords relating to the Company and any related entities.

. Searches obtained from Vicroads and the Victorian and Queensland Land Titles Offices.

" An examination of the Company’'s books and records including its financial statements and
management accounts.

6.2 The Company’s solvency
6.2.1 Overview

A precursor to the recovery of funds by a liquidator through the voiding of certain transactions or
through other legal action, such as seeking compensation from directors for insolvent trading, is
establishing the Company’s insolvency at the relevant time.

Establishing insolvency is a complex matter due in part to the complexity of corporate financial
transactions and the lack of clear prescriptive legal authority on proof of insolvency. Notwithstanding,
there are two primary tests used in determining a company’s solvency, at a particular date; namely:

] Balance sheet test; and

n Cash flow or commercial test.
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The Courts have widely used the cash flow or commercial test in determining a company’s solvency at
a particular date.

Section 95A of the Act also contains a definition of solvency. That definition reflects the commercial
test in stating that a person is solvent if “the person is able to pay all the person’s debts as and when
they become due and payable”.

However, the commercial test is not the sole determinant of solvency. Determining solvency derives
from a proper consideration of a company’s financial position in its entirety and in the context of
commercial reality. Relevant issues include, but are not limited to the following:

= The degree of illiquidity. A temporary lack of liquidity is not conclusive;

. Regard should be had to:

»  Cash resources

»  Monies available through asset realisations, borrowings against the security of assets or
equity/capital raising;

" All a company's assets might not be relevant when considering solvency. For example, where a
company proposes selling assets which are essential to its business operations, the proceeds of
those assets should not be taken into account;

L] The voluntary and temporary forbearance by creditors not to enforce payment terms; and

. It is not appropriate to base an assessment of whether a company can meet its liabilities as and
when they fall due on the prospect that a company might trade profitably in the future.

In summary, it is a company’s inability using such resources as are available to it through the use of its
assets, or otherwise, to meet its debts as they fall due, which indicates insolvency.

6.2.2 Preliminary determination

Set out below is a summary of my preliminary investigations and my preliminary determination as to
the Company’s solvency.

The Company operated one (1) bank account with NAB. The bank account was closed on 24 April
2008 and the balance was transferred to Clive Peeters’ bank account. We have been provided with
the Company’s bank statements from 25 December 2010. No transactions occurred for this period.

Aged payables review

We have been advised by management, and confirmed in the management accounts, that the
Company did not have any trade creditors.

Finance Commitments Review

The entire Group relied heavily on borrowings from the NAB as the primary source of funding to
operate its businesses.

Net Assets

As previously mentioned, our initial investigations indicate that the Company does not have any
realisable assets.
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Payment of statutory commitments including Superannuation Guarantee Charge

Our preliminary investigations do not indicate that there is any outstanding superannuation in the
Company.

Sources and Applications of Funds

Based on the above analysis, it is my preliminary view that the Company was insolvent from the date
of my appointment.

| note that the Company was a dormant entity and accordingly was not trading whilst insolvent.

A liquidator would need to conduct further investigations, and possibly conduct public examinations of
relevant parties, to ultimately determine whether or not the Company became insolvent at that time or
earlier.

6.2.3 Presumption of insolvency ~ inadequate books and records

Failure to keep or retain adequate books and records in accordance with Section 286 of the Act
provides a rebuttable presumption of insolvency under Section 588E of the Act. A liquidator can rely
on the presumption of insolvency in litigation including:

. Compensation claims arising from insolvent trading; and
. Recovery of voidable transactions from related entities.

The presumption cannot be relied upon in the recovery of an unfair preference except where the
recovery is sought from a related entity.

My preliminary view is that the Company maintained adequate books and records in accordance with
Section 286. Accordingly, the presumption of insolvency under Section 588E would not be available.

6.3 Potential liquidator recoveries - voidable transactions

6.3.1 Unfair preferences

My preliminary investigation into the Company's affairs does not reveal any unfair preference
payments.

6.3.2 Uncommercial tfransactions

My preliminary investigations do not disclose any transactions of an uncommercial nature which may
lead to recoveries by a liquidator in the event that the Company is wound up.

6.3.3 Unfair loans
Based on my investigations to date, the Company was not a party to any unfair loans.
6.3.4 Unreasonable director-related transactions

My preliminary investigations do not reveal any unreasonable director related transactions.
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6.3.5 Obstruction of creditors’ rights

My investigations do not disclose any transactions intended to obstruct creditors’ rights.

6.4 Potential liquidator recoveries - insolvent trading

6.4.1 Director liability

My preliminary investigations do not show that the Company traded whilst it was insolvent.

6.4.2 Holding company liability

Clive Peeters was the holding company of the Company. Furthermore, in my view, the nature and
extent of Clive Peeters’ control over the Company's operations was such that it would be reasonable

to expect Clive Peeters and its directors had knowledge of the Company’s financial position.

| stated at Section 6.2.2 that my preliminary investigations do not show that the Company traded whilst
it was insolvent.

6.5 Other potential liquidator recoveries
6.5.1 Compensation for breach of director duties
Based on my preliminary investigations, the directors have not breached their duties as directors in:

. Failing to act in good faith;

= Failing to discharge their duties with reasonable care and diligence;
= Improperly using their position or information;

" Failing to avoid conflicts of interest.

Should further investigations reveal that the directors have in fact breached their duties, the
consequencss are that the directors may be liable to compensate the Company or are liable under the
Act's civil penalty provisions.

6.5.2 Arrangements to avoid employee entitiements

Based on my investigations to date, there has been no contravention of Part 5.8A of the Act by any
person.

6.6 Possible offences
Based on our preliminary investigations, we cannot rule out any possibility of breaches by the directors

of their statutory or fiduciary duties. These investigations are ongoing and any breaches identified will
be reported to creditors in due course by the liguidator.

6.7 Potential liquidator recoveries

At this stage we are not aware of any potential liquidator recoveries.
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6.8 Directors’ ability to pay a liquidator’s claims

Given the time ad resource constraints which the directors of the Group have been operating under in
relation o Clive Peeters Limited (the Director's Statement and Questionnaire in relation to which is

due on 14 July 2010) and given there are no apparent claims which a liquidator may make against the
directors we have agreed with the directors that this statement will be made available on 14 Juiy 2010.

7. Creditors’ options, dividend estimates & cost estimates

Pursuant to Section 438A(4)(b) of the Act, | am required to provide creditors with a statement setting
out my opinion on whether it is in the creditors’ interests for the:

" Administration to end;
" Company to be wound up; or,
o Company to execute a DOCA.

There is no proposal for a DOCA. Accordingly, creditors have the options of resolving that the
administration end or resolving that the Company be wound up.

In forming my opinion, | considered an estimate of the dividend creditors might expect, and the likely
costs, under each option.

7.1 Administration to end

Creditors may resolve that the administration should end if it appears the Company is solvent or, for
some other reason, control of the Company should revert to its directors.

Based on my preliminary investigations and analysis of the Company's financial information, the
Company is insolvent. There appears to be no valid commercial reason why control of the Company

should revert to its directors and my opinion, therefore, is that it is not in the creditors’ interest for the
administration to end.

7.2 Winding up of Company

Under either scenario (i.e. ending of the administration or winding up of the Companyj, there would be
no return to unsecured creditors due to:

. The amount owed to the secured creditor;
s No realisable assets held in the Company;
Ll Costs of administration/liquidation.

The costs of winding up the Company’s affairs are estimated at $10,000.

8. Administrators’ opinion

As stated in section 7.1 above, in my opinion the option of the administration ending is not viable. The
only remaining option available to creditors is to wind up the Company.
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9. Administrators’ remuneration report
Pursuant to Section 449E of the Act, | enclose as Annexure 1 the Administrators’ Remuneration
Report. At the second meeting of creditors, | intend seeking approval of the remuneration set out in

the remuneration report. Details of disbursements incurred are aiso included in the remuneration
report.

10. Further queries

| will advise creditors in writing, if practicable, of any additional matter that comes to my attention after
the dispatch of this report that, in my view, is material to creditors’ deliberations.

In the meantime, should creditors have any queries, please do not hesitate to contact Mr Ben Kot of
this office on (03) 9604 5117.

DATED this 2™ day of July 2010.

GEORGH GEORGES
ADMINISTRATOR

Section 439A(4)(a) Report by Administrators 9 July 2010 Page 18




Annexure 1

Order No (P) VID 454 of 2010 made in the Federal Court of
Australia
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IN THE FEDERAL COURT OF AUSTRALIA
VICTORIA DISTRICT REGISTRY
GENERAL DIVISION No: VID 454 of 2010

IN THE MATTER OF CLIVE PEETERS LIMITED (ADMINISTRATORS
APPOINTED) (RECEIVERS AND MANAGERS APPOINTED) (ACN 058 868 018) &
ORS (ACCORDING TO THE SCHEDULE)

RE: AN APPLICATION BY GEORGE GEORGES and BRENDAN RICHARDS IN
THEIR CAPACITY AS JOINT AND SEVERAL VOLUNTARY
ADMINISTRATORS OF CLIVE PEETERS LIMITED (ACN 058 868 018) &
ORS (ACCORDING TO THE SCHEDULE)

Plaintiffs
ORDER
JUDGE: JUSTICE GOLDBERG
DATE OF ORDER: 11 JUNE 2010
WHERE MADE: MELBOURNE

THE COURT ORDERS THAT:

I. Pursuant to Rule 1.1 of the Federal Court (Corporations) Rules 2000 the time for
service of the originating process be abridged.

2. Subject to further order, pursuant to s 439A(6) of the Corporations Act 2001 (Cth) (“the
Act”) the convening period for the meeting pursuant to s439A(1) of the Act of
creditors of each of!

(a) Clive Pecters Ltd (administrators appointed) (receivers and managers

" appointed) (ACN 058 868 018);

(b)  Rick Hart Holdings Pty Ltd (administrators appointed) (receivers and managers
appointed) (ACN 112 058 787), ’

()  Hi-Fi Corporation (WA) Pty Ltd (administrators appointed) (receivers and
managers appointed) (ACN 092 691 846);

(d) NTFQ Pty Ltd (administrators appointed) {receivers and manageré appointed)

~ (ACN 109 689 769);

(¢)  Clive Peeters Kitchens & Bathrooms Pty Itd (administrators appointed)

{receivers and managers appointed) (ACN 097 301 445); '
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(f) Clive Peeters Wholesale Pty Ltd (administrators appointed) (receivers and
managers appointed) (ACN 058 868 723),

(together, “Trading Companies™) be extended from 15 June 2010 to 12 October 2010.

3, Subject to further order, pursuént to s 439A(6) of the Act the convening period for the
meeting pursuant fo s 439A(1) of the Act of creditors of each of:

(a)  Watercell Pty Ltd (administrators appointed) (receivers and managers
appointed) (ACN 093 965 998)

(b)  Clive Pecters Home Entertainment (Brisbang) Piy Ltd (administrators
appointed) (receivers and managers appointed) (ACN 097 301 490),

(together, “Dormant Companies”) be extended from 15 June 2010 to 13 July 2010.

4, Pursuant to s 447A(1) of the Act, Pt 5.3A of the Act is to operate in relation to the
Trading Companies and the Dormant Companies as if it provided in s 439A(2) of the
Act that the adménistrators may also hold the meetings of creditors of the Trading
Companies and the Dormant Companies pursuant to s 439A(1) of the Act at any time
before, or within five business days aftet, the end of the convening period as extended
by order 2 and 3 above, as the case may be, provided that the plaintiffs give notice of
the meetings in accordance with s 439A(3) of the Act at least five business days before

cach such meefing,

5. Liberty is granted to the creditors of the Trading companies and the Dormant

- Companies to apply to the Court on two days written notice to the plaintiffs,

6. The administrators’ costs of this application be costs in the administration of the

Trading Companies and the Dormant Companies.

7. Pursuant to s 447D of the Act the fitst plaintiffs are to give notice of these orders by

publishing a copy on their website, www.ferrierhodgson.com.au within two business

days of these orders being made.

Date entry is stamped: 15 JUN 2010
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SCHEDULE OF PARTIES

GEORGE GEORGES and BRENDAN RICHARDS in their capdcity as joint and several
voluntary administrators of CLIVE PEETERS LIMITED (ACN 058 868 018), RICK HART
HOLDINGS PTY LTD (ACN 112 058 787), HI-FI CORPORATION (WA) PTY LTD
(ACN 092 691 846), NTFQ PTY LTD (ACN 109 689 769), CLIVE PEETERS
WHOLESALE PTY LTD (ACN 058 868 723), CLIVE PEETERS KITCHENS &
BATHROOMS PTY LTD (ACN 097 301 445), CLIVE PEETERS HOME
ENTERTAINMENT (BRISBANE) PTY LTD (ACN 097 301 490), WATERCELL PTY
LTD (ACN 093 965 998) (all in administration) (all receivers and managers appointed)

’ First Plaintiffs

CLIVE PEETERS LIMITED (ADMINISTRATORS APPOINTED) (RECEIVERS AND
MANAGERS APPOINTED) (ACN 058 868 018) :
Second Plaintiff

RICK HART HOLDINGS PTY LTD (ADMINISTRATORS APPOINTED) (RECEIVERS
AND MANAGERS APPOINTED) (ACN 112 058 787)
Third Plainfiff

HI-FI CORPORATION (WA) PTY LTD (ADMINISTRATORS APPOINTED)
(RECEIVERS AND MANAGERS APPOINTED) (ACN 092 691 846)
. Fourth Plaintiff

NTFQ PTY LTD (ADMINISTRATORS APPOINTED) (RECEIVERS AND MANAGERS
APPOINTED) (ACN 109 689 769)
Fifth Plaintiff

CLIVE PEETERS WHOLESALE PTY LTD (ADMINISTRATORS APPOINTED)
(RECEIVERS AND MANAGERS APPOINTED) (ACN 058 868 723)
Sixth Plaintiff’

CLIVE PEETERS KITCHENS & BATHROOMS PTY LTD (ADMINISTRATORS
APPOINTED) (RECEIVERS AND MANAGERS APPOINTED) (ACN 097 301 445)
* Seventh Plaintiff

CLIVE PEETERS HOME ENTERTAINMENT (BRISBANE) PTY LTD
(ADMINISTRATORS APPOINTED) (RECEIVERS AND MANAGERS APPOINTED)
(ACN 097 301 490)

Fighth Plaintiff

WATERCELL PTY LTD (ADMINISTRATORS APPOINTED) (RECEIVERS AND
MANAGERS APPOINTED) (ACN 093 965 998)




IN THE FEDERAL COURT OF AUSTRALIA
VICTORIA DISTRICT REGISTRY
GENERAL DIVISION No: (P)VID 454 of 2010

IN THE MATTER OF CLIVE PEETERS LIMITED (ADMINISTRATORS
APPOINTED) (RECEIVERS AND MANAGERS APPOINTED) (ACN 058 868 018) &
ORS (ACCORDING TO THE SCHEDULE)

RE: AN APPLICATION BY GEORGE GEORGES and BRENDAN RICHARDS IN
THEIR CAPACITY AS JOINT AND SEVERAL VOLUNTARY
ADMINISTRATORS OF CLIVE PEETERS LIMITED (ACN 058 868 018) &

ORS (ACCORDING TO THE SCHEDULE)
Plaintiffs

ORDER No 2
JUDGE: JUSTICE GOLDBERG
DATE OF ORDER: 11 JUNE 2010

WHERE MADE: MELBOURNE

THE COURT ORDERS THAT:

1. The matter be listed ffor Directions at 9.30am on 10 August 2010,

Date entry is stamped: 16 Tune 2010 ' b * ,

FUD

(forjﬁépif& District Registrar
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SCHEDULE OF PARTIES

GEORGE GEORGES and BRENDAN RICHARDS in their capacity as joint and several
voluntary administrators of CLIVE PEETERS LIMITED (ACN 058 868 018), RICK HART
HOLDINGS PTY LTD (ACN 112 058 787), HI-FI CORPORATION (WA) PTY LTD
(ACN 092 691 846), NTFQ PTY LTD (ACN 109 689 769), CLIVE PEETERS
WHOLESALE PTY LTD (ACN 058 868 723), CLIVE PEETERS KITCHENS &
BATHROOMS PTY LTD (ACN 097 301 445), CLIVE PEETERS HOME
ENTERTAINMENT (BRISBANE) PTY LTD (ACN 097 301 490), WATERCELL PTY
LTD (ACN 093 965 998) (all in administration) (all receivers and managers appointed)

First Plaintiffs

CLIVE PEETERS LIMITED (ADMINISTRATORS APPOINTED) (RECEIVERS AND
MANAGERS APPOINTED) (ACN 058 868 018)
Second Plaintiff

RICK HART HOLDINGS PTY LTD (ADMINISTRATORS APPOINTED) (RECEIVERS
AND MANAGERS APPOINTED) (ACN 112 058 787)
Third Plaintiff

HI-FI CORPORATION (WA) PTY LTD (ADMINISTRATORS APPOINTED)
(RECEIVERS AND MANAGERS APPOINTED) (ACN 092 691 846)
Fourth Plaintiff

NTFQ PTY LTD (ADMINISTRATORS APPOINTED) (RECEIVERS AND MANAGERS
APPOINTED) (ACN 109 689 769)
Fifth Plaintiff

CLIVE PEETERS WHOLESALE PTY LTD (ADMINISTRATORS APPOINTED)
(RECEIVERS AND MANAGERS APPOINTED) (ACN 058 868 723)
Sixth Plaintiff

CLIVE PEETERS KITCHENS & BATHROOMS PTY LTD (ADMINISTRATORS
APPOINTED) (RECEIVERS AND MANAGERS APPOINTED) (ACN 097 301 445)
Seventh Plaintiff

CLIVE PEETERS HOME ENTERTAINMENT (BRISBANE) PTY LTD
(ADMINISTRATORS APPOINTED) (RECEIVERS AND MANAGERS APPOINTED)
(ACN 097 301 490)

Eighth Plaintiff

WATERCELL PTY LTD (ADMINISTRATORS APPOINTED) (RECEIVERS AND
MANAGERS APPOINTED) (ACN 093 965 998)

Ninth Plaintiff

Prepared in the «Fea_Ld0Ib» District Registry, Federal Court Of Australia, «FCA_LDO2A», Telephone «FCA_LD05».




Annexure 2

The Company’s Trial Balance for the year ending 30 June 2007
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CLIVE PEETERS - PRE - CONSOLIDATED

T8 SUMMARY Watercell Py Lid

Y/E2009  Y/E2003  Y/E 2007

‘Gas & Alr | Gas & Air | Gas & Alr

CODE  DESCRIPTION 600 76000 76000
110 Issued Share Capital (12.00) {12.00) (12.00)
112 Unitholders Advances 0.00 0.00 0.00
113 Beneficiaries Account - GWS 0.00 0.00 0.00
114 Beneficfaries Account - RPL 0.00 G.00 0.co
201 Retained Farnings 381,560.67 | 381,560.67 } 314,747.92
202 Current Year's FEamings 0.00 0.00 0.00
111 Bank Account 392.51 0.00 392,51
1102 Acquisition Costs - Rick Hart 0,00 0.00 0.00
1183 TPO Costs 0.00 0.00 0.00
114 Petty Cash & Float 0.00 0.00 0.00
1165 Acquisition Costs - Michael King 0.00 080 0.00
1241 Clive Peeters (Imports) Pty Lt 0.00 0.50 0.00
1202 Clive Peeters Wholesale Pty Lt 0,00 060 0.00
1203 Commercial ) 0.00 0.00 0.00
1204 Clive Peeters Appliances 0.00 0.0 0.00
1205 Clive Peeter Home Entertainment 0.00 0.00 0.00
1206 Clive Peeters Electrical Trust 0.00 0.00 0,00
1207 Hi-Fi Corporation (381,254.00)} (381,254,009 (381,251.00)
1208 NTFQ £6,391,00 66,391.60] 66,391.00
1209 Gas & Air (11,817.62) (1482467 (19,290.18)
1210 Park Discounts 0.0¢ 0.00 0.00
1211 Fans & Lighting (7,601,800 (7.601.00)| (7,601.00)
1301 Investments 0.00 0.00 0.00
1302 Michael King Suspense 0.00 0.00 0.00
1303 Rick Hart Suspense 0.00 0.00 0.00
1401 Undelivered Sales at sell price 0.00 0.00 0.00
1402 Deferred Sales 0.00 0.00 0.00
1501 Prepayments 0.00 0,00 0.00
1502 Prepaid - HI? Charges o 400 0.03 0.00
1503 Prepaid - Insurance B 8.00 0.00 0.00
1504 Prepaid - Workcover 0.00 0.00 0.00
1505 Prepaid - New Store Costs _ 040 0.00 0.00
1506 Prepaid - Printing & Stationer POS 000 0.00 .00
1507 Prepaid - Rent & Rates 0.00 0.00 .00
1501 Stock - Trading .00 0.00 0.00
1602 Stock - Consignment Kitchens 0.c0 0.00 0.00
1603 Goods In Transit .0.00 0.00 0.00
1604 Photo Lab Supplies 0.00 0.00 0.00
1701 Cooperative Advertising Receiv 0.00 0.00 0.00
1702 Rebates Receivable 0.00 0.00 0.00
1703 Drawings A/c - Gunsynd Pty Ltd 0.00 0.00 0.00
1704 Drawings Afc-RP & LF Lord Pt 0.00 0.00 0,00
1705 Cvercharges to be Claimed 0.00 0.60 0.00
1706 Staff Loan A/C 0.00 0.00 0.00
1707 Sundry Debtors 0.00 0.00 0.00
1708 Staff Training Levy Clearing A/¢ 0.00 0.00 0.0%
1709 Dalimore Loan A/C 0.00 0.00 0.00
1721 Coop Advert Receivable Comp 0.00 0.0% 0.00
1722 Rebates Receivable Computers 0.00 0.00 0.00
1723 Computers Telstra Rebates 0.00 0.00 ¢.00
1801 Trade Debtors 0.00 0.00 04.00
1820 C(learing A/ e - GST Recelpls 0.00 0.00 000
1821 RHG Debtors Clearing 0.00 0.00 0.00
2101 Furniture & Fittings 0.00 0.00 .00
2102 1easehold Improvements 0.00 0.00 0.00
2103 Motor Vehicles 0.00 0.£0 19,500.00
2104 Office Equipment 0.00 0.00 0.00
2105 Plant 0.00 0.60 0.00
2106 Computer Hardware B 0.08 0.00 0.00
2107 Computer Software 0.00 0.00 0.00
2159 Fixed Assets « Clearing 0.00 0.00 0.00




22011 Depreciation Prov - Fumniture

22(2 Depreciation Prov - Leasehold

2203 Dapreciation Prov - Motor Vehi

2204 Depreciaton Prov - Office Equ

2205 Depreclation Prov - Flant

2206 Dep Prov-Computer Hardware

2207 Dep Prov-Computer software

2210 Acc Amortisation - Gopdwill

2301 Inv&stu_\_ants i

Tature Income Tax Benefit:
2303 Investment Narta

2304 Investment Wholesale

“+ 172305 Investment Hi-Fi Corporation

2306 Investment Park Discounts

2307 investment Fans & Lighting

2308 Investment NTFQ)

2309 Inveskment Gas & Air

2401 Intangible Assets

2462 APteh'minary Expenses

2501 Brand Names & Trade Marks

3101 Accrued Income - Cooperative A
3102 Accrued Income - Rebates

3103 Acc Interest - Bficiary Loans

3104 Accrued Charges

3105 Accrued FBT

3105 Accrued Work Cover

3107 Accrued Telephone Charges
3108 Accrued Power Charges

3102 Accrued ASAP Security Charges

3110 Accrued Directors' Fees
3111 Accrued Charges Michael King

3112 Accrued Charges Rick Hart

3121 Acc Ing » Advert Computers

3122 Acc Inc - Rebates Compulers

3190 Accrued Dividend Payments

3201 Hire Purchase Liability - Curr

3301 GST Liability on Undelivered Sales

3401 Creditor - BSL

3402 Loans - Current - Peter Beck Pty Ltd

3403 Invoices in Transit

3501 Provision - Bad Debls

3502 Provision - Steck Loss
¢ kel % . ome'I’ax B
3504 Provision - Holiday Pay

3503 Provision - Long Service Leave

3601 Adjustment A/e- Creditors

3602 Adjustment A/c - Deblors

3603 Sundry Creditors

3604 Clearing A/c - Group Tax
3605 Clearing A/c - IOR Health Fund

3606 Clearing A/c - Payroll

3507 Clearing Afc- PPS Tax

3608 Clearing A/c - Sales Tax

3609 Clearing A/c - Super Tyndalt

3610 Clearing A /¢ - Super (Other)

3611 Clearing A/c - Interest Free B

3612 Clearing A /c - Debtor Relunds

3613 Clearing A/c - Proforma Sales

3614 Clearing A/c - Childcare Supp

3615 Clearing A/c - Social Club

3616 Clearing A/c - Grp Life Insur

3618 Clearing A/c - Ext Warranties

3620 Clearing A/c - GST Payments

3701 Trade Creditors

3702 Trade Creditors - Michael King

3703 Customer Deposits

3798 Rebate Cheque Clearing Account
3799 Stock Claims Clearing Account

3999 Suspense Account-SubLedger A/fc

4101 Hire Purchase Liability - Non

4201 Loans - Non Current - Vamala Pty Lid

4202 Loans - Non Current - Peter Beck Ply Lid
d Tax Liability.

0.00
(44,420.00)
0.00
0.00

0.00
0.00

(15,285.00)

D0
0.00
0.00
0.00
0.00
0.00




5100 Sales

5200 COGS

5298 COGS - Price Variance

5301 Rebate Income

5302 Rebates - Container Purchases
5303 Rebates - Over & Aboves

5304 Rebate Income - Computers
5305 Rebates - Over & Aboves Comp
6101 Adv - Catalogues

6102 Adv - Press

6103 Adv - Radio

6104 Adv - Shows/ Promotions

6105 Adv-TV

6106 Adv - Mobile Billbcards

6110 Adv - Mise Publications

6111 Adv - Building/Commercial
6112 Adv - Marketing & Display
6113 Adv - Sponsorships/Support
6114 Adv - Trade/Commumnity Pub
6115 Adv - Referral Services

611% Marketing Consultant

6121 Advertising Income Cooperative
6122 Advert Income Store Recovery
6123 Advert Income Computer Recover
6131 Conunissions Paid - ADSS/ MBAV
6132 Comumnissions Paid - Cabinet Makers
6141 Customer Service Costs

6142 Customer Service - Installs

6149 Company Vehicles

6150 Stock Couriers

6151 Freight Charges

6152 Freight Charges Recovered
6153 Air Con Installation Charges
6154 Installation Charges Recovered
6156 Inhouse Installer Recovery

6157 Computer Installation Charges
6158 Computer nstal Recov External
6159 Electrical Install Charges

6160 Electircal Miscellaneous Install Recovery
6161 Computer Freight Costs

6162 Misc Electrical Freight Costs
6163 Photo Lab - Sales Tax

6164 Fhoto Lab - Waste Removal
6165 Repair Costs - Customers

6166 Repair Costs Recovery Customer
6167 Easy Cooking Demo Recovery
6171 Druty Free Collecon Costs

6172 Point of Sale Consumables

6173 Purchases - Miscellaneous

6174 Purchases-Stock Replenishment
6181 Stock - Loss Provision

6182 Stock - Write Offs

6183 Stock Take Adjustments

6184 Stock - Repairs

6191 Sundry Rebate Income

6192 Commiission Receivable

6193 Management Service Fee

6194 Licence Fee

7105 Audit Costs

7111 Computer Support

7117 Couriers

7119 Donations

7121 Entertainment - FET

7122 Entertainment - Non FBT

7131 Equipment Hire

7141 Fees & Statutory Charges

7151 Insurance

7155 Legal Fees

7161 Postage

7165 Printing & Stationary

7171 Subscriptions

7181 Telephone

7191 Travel - Local

7192 Travel - Overseas

7199 Contingencies

7201 Depreciation Exp - Fumiture &
7202 Depreciation Exp - Lease Impro
7203 Depreciation Exp - Motor Vehic
7204 Depreciation Exp - Office Equi
7205 Depreciation Exp - Plant

7206 Deprec Exp - Computer Hardware
7207 Deprec Exp - Computer Software
7210 Goodwill Amortisation

7299 Misc Asset write off

7301 Employee Allowances

(384,594.03)
402,019.92
449.89
(69,491.56)
0.00
{13,407.40)
0.00

0.09

0.00
20,600.00
0.00
3,000,00
072

0.00

000

0.00

0.00

0.00

0.00

0.00
62021
(15,513.65)
0.00
(8.56)

0.00
37,94454
2,518,18
7,024.62
0.00
24812
7,502.14
(36.36)
414,388.27
(446,925.91)
2.00

0,00

0.00

0.60

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.0¢

.00

0.00

000

0.00

0.60

0.00




7305 Consultants

7306 Directors' Fees

7311 Fringe Benefits Tax

7321 Holiday Pay

7325 Group Insurance

7331 Interest - Hire Purchase MV
7341 Lease Expense Mot Veh - GH
7342 Lease Expense Mot Veh -TA
7343 Tease Expense Mot Veh - KH
7344 Lease Expense Mot Veh-SR
7315 Lease Expense Mot Veh - PS
7348 Long Service Leave

7349 Medical Expenses

7351 Motor Vehicle Expenses - GWS
7352 Motor Vehicle Expenses - PL
7353 Motor Vehicle Expenses - 55
7354 Motor Vehicle Expenses - LL
7355 Motor Vehicle Expenses - Misc
7356 Motor Vehicle Expenses - GH
7357 Motor Vehicle Expenses - SR
7358 Motor Vehicle Expenses - PW5
7359 Motor Vehicle Expenses - CG
7360 MV Expenses - SDR - DO NOT USE
7371 Payroll Tax

7374 Salarles & Wages - Normat

7375 Salaries & Wages - Bonus

7376 Salaries & Wages - Spivs

7377 Salaries & Wages - Temp Agency
7378 Salaties & Wages - Guaranteed Spivs
7381 Staff Amenities

7382 Staff Amenities - Tea Money
7383 Staff Amenities - Coca Cola

7384 Clothing

7385 Staff Recruiting

7391 Superannuation

7393 Training & Seminars

7395 Work Care

7396 Work Care - Expense Reimburse
7399 Staff Training Levy Net Recovery
7401 Armaguard Collecton Costs
7411 Bad Debt Provision

7412 Bad Debts Write Off

7413 Debt Collection

7421 Bank Charges - Dishonoured Che
7422 Bank Charges

7423 Bank Charges - Federal Tax

7424 Bank Charges - State Taxes

7431 Cheque Security

7432 Credit Card Comumnission « Amex
7433 Credit Card Commission - Banks
7434 Credit Card Commission - Diner
7435 Finance CO Interest Free Cost
7436 Finance Co Fisher & Paykel

7437 Finance Co F&P Actuarial Cost
7441 Interest - Bank Received

7442 Interest - Bank Paid

7443 Interest - Hire Purchase Other
7444 Interest - Beneficiary Loans

7451 Lease Equipment - Fax & Photoc
7452 Lease Equipment - Phone System
7453 Lease Bquipment - Photo Lab
7454 Lease Motor Vehicle - WH Truck
7461 Sale of Fixed Asscts

7471 Settlement Discounts

7481 Till Cash Difference

7501 Cleaning

7511 Light & Power

7521 Rates & Land Tax

7531 Rent

7535 Stamp Duty Amortisation

7535 Design Cost Amortisation

7541 Repairs & Maintenance

7542 Maintenance Contracts

7551 Rubbish Removal

7561 Security

8141 Store Opening Costs

8102 Store Opening Net Adv Cost
8103 Store Opening Stock Gains

8104 Store Opening Fitout Contribution
8201 Extraordinary Costs

1 Prior Year P&L Ad ts

Dividend Expense
9997 NET PROFIT
9998 SUSPENSE
9959 SUSPENSE

0.00
£.00

0.00
997.69
0.00

0.00
1,645.50
0.00

0.00

0.06

0.00

0.00

0.00
(13,592.00)
0.00

0.00

0.00

0.00
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CORPORATIONS ACT 2001
Section 440E

WATERCELL PTY LTD
(RECEIVERS AND MANAGERS APPOINTED)
(ADMINISTRATORS APPOINTED) (“THE COMPANY")
ACN 093 965 998

REMUNERATION REPORT

The Administrators’ Remuneration Report, prepared pursuant to Section 449E of the Corporations Act
2001, takes the following format.

Part A

A1
A2

A3

A4

Ab
A5

Part B

B1

B2

Schedule of hourly rates and general guide to staff experience

Tasks undertaken by the Administrators and remuneration calculation for the pericd 28 May
2010 to 9 July 2010

Schedule of the Administrators’ anticipated tasks and remuneration estimate for the period 10
July 2010 to 20 July 2010

Where Liquidators are appointed, a schedule of the Liquidators’ anticipated tasks and
remuneration estimate from 20 July 2010 to the conclusion of the administration

Remuneration approved and drawn to date

Resolutions to be put to creditors at the meeting convened for 20 July 2010

Administrators’ disbursements

Cther creditor information on remuneration

The Remuneration Report must be read in conjunction with the report to creditors dated 9 July 2010.

GAGG-2\Clive Peeters\BY General Communications with Unsecured Creditors\439AWatercel\VA165C - Remuneration report.doc




A1

SCHEDULE OF H

RLY RATES & GENERAL GUIDE TO STAFF EXPERIENCE

PART A

EX

The Partner/Appointee is a registered liquidator and member of the ICAA and,

Partner/Principal/ 590

Appointee generally, the IPA, bringing specialist skills to the administration or insclvency
task. For specific experience and other details of the appointeefs, please visit
our website at www.ferrierhodgson.com

Director 500 Generally, minimum of 12 years experience at least 2 years of which is to be at
Manager level. University degree; member of the ICAA and, generally, the
IPA, with deep knowledge and lengthy experience in relevant insoivency
legislation and issues.

Senior Manager 445 Generally, more than 7 years experience with at least 2 years as a Manager.
University degree; member of the ICAA and, generally, the |PA; very strong
knowledge of relevant insolvency legislation and issues.

Manager 370 Generally, 5-7 years chartered accounting or insolvency management
experience. University degree; member of the ICAA and, generally, the 1PA;
sound knowledge of relevant insolvency legislation and issues.

Supervisor 315 Generally, 4-6 vyears chartered accounting or insolvency management
experience.  University degree; member of the ICAA; completing IPA
Insolvency Education Program. Good knowledge of relevant insolvency
legislation and issues.

Senior 1 280 Generally, 2-4 years chartered accounting or insolvency management
experience. University degree; completing the ICAA’s CA, program. Good
knowledge of basic Insolvency legislation and issues.

Senior 2 250 Generally, 2-3 years chartered accounting or insolvency management
experience. University degree, ICAA’s CA program commenced.

Intermediate 1 220 0 to 2 years experience. Has completed or substantially completed a degree
in finance/accounting. Under supervision, takes direction from senior staff in
completing administrative tasks.

Intermediate 2 185 0 - 1 years experience. Undertaking a degree parttime In
finance/accounting. Under supervision, takes direction from senior staff in
completing more complex administrative tasks. ‘

Professional Staff 145 0 - 1 year's experience. Undertaking a degree parttime in

Junior financefaccounting. Under supervision, takes directions from senior staff in
completing administrative tasks.

Senior Secretary 180 Appropriate skills including machine usage.

Computer 120 Appropriate skills including machine usage.

Operator

Clerk 145 Generally non qualified administrative assistant. Classification depends on
experience, salary and complexity of work to be completed.

Typist 95 Appropriate skills including machine usage.

Office Assistant 65 Completed schooling and plans to undertake further studies. Required to
assist in administration and day to day field work under the supervision of
more senior staff,

Notes:

{. The hourly rates are exclusive of GST.

2. The guide to staff experience Is Intended only as a general guide to the qualifications and experience of our staff engagad in the
administration. Staff may be engaged under a classification that we consider appropriate for their experience.

3. Timeis recorded and charged in six-minute increments.

4. Rates are subject to change from fims to time.




A2, Tasks undertaken by the Administrators and remuneration calculation for the period
28 May 2010 to 9 July 2010

 redivens
[17.20 hours x
$357.91]

Creditor Enquiries

Sorg Cred;torreportmg b
Credltorreports/clrculars SR T

Malntalmng credltorenquary reglster e

Review and prepare correspondence to creditors and

_their representatives via facsimile, email and post

Preparing reports to secured creditor
Responding to secured creditor's queries

Initial cireular to creditors. Prepare report pursuantto
_section 439A of the Act.

B e e ces. Sroviovand ™"
advertisements
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A3 Schedule of anticipated
remuneration for the Period 10 July 2010 to 20 July 2010

tasks and Administrators’

estimated prospective

Based on the following anticipated tasks, | estimate the Administrators’ fees for the above period at
between $2,000 and $5,000.

Creditors
[6 hours x
$357.91]

[2 hours x
$250.00]

__following meeting

“Preparation meeting notices, proxies and advertisements |

Forward notice of meeting to all known creditors
Preparation of meeting file, including agenda, ceriificate of
postage, attendance register, list of creditors, reports to
creditors, advertisement of meeting and draft minutes of
meeting.

Preparation and lodgement minutes of meetings with ASIC
Respond to stakeholder queries and questions immediately

mamtenancefﬁie

Bank account
administration

General correspondéhce

Updating checklists

'Requesting bank statements

ASIC Form 524 and other | =
3 _.Correspondence w1th ASIC regarding statutory forms

forms

| Planning / Review

Preparing and lodging ASIC forms




Ad Schedule of anticipated tasks and Liquidators’ estimated prospective remuneration
for the period 20 July 2010 to the conclusion of the liquidation

Based on the following anticipated tasks of the Liquidation, | estimate the Liquidaters’ fees at between

"Review and prepare correspondence to creditors and their

representatives via facsimile, email and post

'"'Preparmg general reports o credltors SR

Receipting and filing POD’s when not related to a dividend
Corresponding with OSR and ATO regarding POD's when
not related to a dividend

Preparatlon meeting notlces proxres and advertisements
Forward notice of mesting to all known creditors
Preparation of meeting file, including agenda, certificate of
postage, attendance register, list of creditors, reports to
creditors, advertisement of meeting and draft minutes of
meeting.

Preparation and lodgement minutes of mestings with ASIC
Respond to stakeholder queries and questions immediately

following meeting

Eoliaotion of Comparly T e

Correspondence with ASIC to receive assistance in
obtaining books and records

Reconstruction of financial statements

Reviewing company's books and records and Report as o
Affairs

Review and preparation of company nature and history
Conducting and summarising statutory searches
Preparation of comparative financial statements
Preparation of deficiency statement

Review of specific transactions and liaising with directors
regarding certain transactions

Liaising with directors regarding certain transactions
Preparation of investigation file

Lodgement of report with the ASIC pursuant to section 533
of the Act

Preparation and lodgement of supplementary report if
required

Preparing 'statutory mvesttgatlon reports
Preparing affidavits seeking non lodgements assistance
Liaising with ASIC

$5,000 and $10,000.
“Graditors ™1 Greditor Engu !
[10 hours x
$357.91]
"Dealing with proofs of debt
T i'n“g'"6%""6’;é'a'ifaré""‘"’"' e
' Conducting investigation
Investigation
20 hours x
$250.00]
Asic reportung S
“administration | Gomespondence
[5 hours x
$250.00]

General correspondence

'Document maintenancef/file

review/checklist

Insurance

First month, then 6 monthly administration review

Filing of documents
File reviews
Updating checklists

ldentification of potentlal issues requrrlng attention of
insurance specialists

Correspondence with OpenCover regarding initial and
ongoing insurance requirements

Reviewing insurance policies

Correspondence with previous brokers




Bank account administration * Reguesting bank statements

T 1= Correspondence with bank regarding specific transfers ]
ASIC Form 524 and other  Preparing and lodging ASIC forms including 505, 524, 911
forms etc

Correspondence with ASIC regarding statutory forms

Notifying ATO of finafisation
Cancelling ABN / GST / PAYG registration
Completing checklists

_Finalising WIP

"Discussions regarding status/strategy of administration
Dealing with records in storage

| Planning / Review
Books and records / stcrage

_Sending job files 1o storage

The remuneration estimate may be summarised as follows:

L s litors. Employees Trade On Investigation Dividend  Administration_
Hours 0.0 10. 0.0 0.0 20.0 0.0 2.0

Amount $0.00 $3,679.10 $0.00 $0.00 $5,000 $0.00 $500.00

Please note that the above is an estimate only. If costs exceed the estimate, | will advise creditors
accordingly and seek further approval.

A5 Remuneration approved and drawn to date
Creditors have not yet approved the Liquidators’ remuneration.

A6 Resolutions to be put to creditors at the meeting convened for 20 July 2010

At the meeting of creditors convened for 20 July 2010, creditors will be asked to consider the following
resolutions:

"That the remuneration of the Administrators, as set out in the Administrators’ remuneration report dated
9 July 2010 for the period 28 May 2010 to 8 July 2010 be fixed and paid in the sum of $6,156.00, plus
any applicable GST, and fo 20 July 2010 be fixed and paid to a maximum amount of $5,000.00, plus
any applicable GST"

"That the remuneration of the Liquidators, as sel out in the Administrators’ remuneration report dated 9
July 2010 for the period from 20 July 2010 to the conclusion of the administration be approved up to the
sum of $10,000.00 any applicable GST but subject to upward revision by resolution of creditors, and
that the Liquidators be authorised to make periodic payments on account of such accruing
remuneration.”




B1 Administrators’ Disbursements
Dishursements are divided into three types D1, D2 and D3.

D1 Disbursements are all externally provided professional services and are recovered at cost. An
example of a D1 disbursement is legal fees.

D2 Disbursements are externally provided non professional costs such as travel, accommodation
and search fees. D2 disbursements are recovered at cost.

D3 Disbursements are internally provided non professional costs such as photocopying and
document storage. D3 disbursements are charged at cost except for photocopying, printing
and telephone calls which are charged at a rate which is intended to recoup both variable and
fixed costs. The relevant rates are set out below.

(Excluding GS
ekl

Telephone At cost
Photocopying 30c cents per copy
Facsimile $1 per page
File Set Up At cost
Advertising At cost
Storage —~ Per Box At cost
Storage - Per File At cost
Couriers At cost

Disbursements incurred to date are shown in the Summary of Receipts and Payments.
Creditor approval for the payment of disbursements is not required. However, the
Administrators must account to creditors, Creditors have the right to question the incurring of
disbursements and can challenge disbursements in court.

B2 Other creditor information on remuneration

Generally, the partners of Ferrier Hodgson Victoria are members of the Insolvency Practitioners
Association of Australia. Ferrier Hodgson follows the IPA Code of Professional Practice. A copy of
the Code of Professional Practice may be found on the IPA website at www.ipaa.com.au

An information sheet concerning approval of remuneration in external administrations can also be
obtained from the IPA website.

Queries regarding remuneration should be directed to Mr Ben Kot of this office.

Dated this ~ jy™ day of Juiy 200

GEORGH GEORGES
ADMINISTRATOR
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Creditor Information Sheet

Offences, Recoverable transactions and ﬁ‘P A
Insalvent Trading U e

[

Offences
A 'summary of offences that may be identified by the administrator:

3 180 i Fallure by officer to exercise a reasonable degree of care and dlligence In the exerclse of hIs powers and
1 . the discharge of his duties.
‘ . 181 o Fallure to act In good faith.
‘ 182 Making improper use of position as an of‘ﬁcer or employee, to gain, dlrectly or indirectly, an advantage.
’ 183 o ‘ Making Improper use of mformatlon acquared by vlrtue of his positlon -
:t84 .Reckless or intentional dishonesty in failing to exercise duties in good fa[th for proper purpose Use of
: : positlon or informataon d:shonestly to galn advantage or cause detriment.
206A h Contravening an order against taking part in management of a COI’pD!’atIOI"IV
206A, B Taklng part 1n management of corporatlon whlle belng an insolvent under an admlnistratlon

éOSA, B ) Acting as a director or promoter or taking part in the management of a company within five years after

¢ conviction or imprisonment for various offences.

209(3) Dishonest faflure to abserve requirements on making loans to directors or rela.ted cornpaniea. .

2541- SR ”p'ayfné “dw;déndérégc'ep't;,u{ or proﬂE S SO .

286 Failure to keep proper accounting records.

.312 Obs.tmctmn (.n: auaimn i BT

314-7 - Failure to comply with requirements for financial statement preparatlon

437C | Performang or exerctsmg a function or power as officer while a company is under adminlstratton

437D(5) - Unauthorised dea!ing with company's property during admlnistratlon

438B(4) | Failure by dlrectors to asslst admlnlstrator, dellver records and prowde mformatlon
438C(5) " Fallure to deliver up books and records to admlnistrator
590 | Fallure to disclose property, concealed or removed property, concealed a debt due to the company,

altered books of the company, fraudufently obtalned credit on behalf of the company, material omission
from Report as to Affalrs or false representation to creditors.

Voidable Transactions
Preferences

A preference is a transaction such as a payment between the company and one or more of its creditors, in
which the creditor receiving the payment is preferred over the general body of creditors. The relevant time
pertod is six months before the commencement of the liquidation. The company must have been insolvent at
the time of the transaction, or become insolvent as a result of the transaction.

Where a creditor receives a preferred payment, the payment is voidable as against a liquidator and is liable to
be paid back to the liquidator subject te the creditor being able to successfully maintain any of the defences
available to the creditor under either the Corporations Act.

Uncommercial Transaction

An uncommercial transaction is one that it may be expected that a reasonable person in the company's
circumstances would not have entered into having regard to:

. the benefit or detriment to the company;

. the respective benefits to other parties; and,

. any other relevant matter.

To be voldable, an uncommerciat transaction must have occurred during the two years before the liquidation.

However, if a related entity is a party to the transaction, the time period is four years and if the intention of
the transaction is to defeat creditors, the time period Is ten years.

Insolvency Practitioners Assoclation of Australia ABN 28 002 472 362
33 Erskine Street, GPO Box 3921, Sydney NSW 2001 P+61 2 9290 5700 F +61 2 9290 2820 www.ipaa.com.au




The company must have been insolvent at the time of the transaction, or become insolvent as a result of the
transaction.

Unfair Loan

A loan is unfair if and only if the interest was extortionate when the loan was made or has since become
extortionate. There is no time limit on unfair leans - they only have to have been entered into any time on or
before the day when the winding up began.

Arrangements to avoid employee entitlements

If an employee suffers loss because a person (including a director) enters into an arrangement or transaction
to avoid the payment of employee entitiements, the liquidator or the employee may seek to recover
compensation from that person. It will only be necessary to satisfy the court that there was a breach on the
balance of probabilities. There is no time limit on when the transaction occurred.

Unreasonable payments to directors

"Liquidators have the power to reclaim "unreasonable payments" made to directors by companies prior to
liquidation. The provision relates to transactions made to, on behalf of, or for the benefit of, a director or
close associate of a director. To fall within the scope of the section, the transaction must have been
unreasonable, and have been entered into during the 4 years leading up to a company's liquidation,
regardless of its solvency at the time the transaction occurred.

Voidable charges

Certain charges are voidable by a liguidator:

. Floating charge created with six months of the liquidation unless It secures a subsequent advance;

. Unregistered charges; and

. Charges in favour of related parties who attermnpt to enforce the charge within 6 months of its creation.

Insoivent Trading

In the following circumstances, directors may be personally liable for insolvent trading by the company:

. a person is a director at the time a company incurs a debt;
. I(:jhete) company is insolvent at the time of incurring the debt or becomes tnsolvent because of incurring the
abt;
. at the time the debt was incurred, there were reasonable grounds to suspect that the company was
insolvent;
. the director was aware such grounds for suspicion existed; and
. a reasonable person in a like position would have been so aware.

The law provides that the liquidator, and In certain circumstances the creditor who suffered the loss, may
recover from the director, an amount equal to the loss or damage suffered. Similar provisions exist to pursue
holding companies for debts incurred by their subsidiaries.

A defence is available under the law where the director can establish:

. there were reasonable grounds to expect that the company was solvent and they actually did so
expect;

. they did not take part in management for illness or some other good reason; or,

. they took all reasonable steps to prevent the company incurring the debt.

The proceeds of any recovery for insolvent trading by a liquidator are available for distribution to the
unsecured creditors before the secured creditors.

Important note: This information sheet contains a summary of basic Information on the toplc. It is not a substitute for legal advice, Some
pravistons of the law referred to may have important exceptions or qualifications. This document may not contain all of the Information about
the law or the exceptions and qualifications that are relevant to your clrcumstances.
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