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Dear Sir/Madam

Acquest Property Pty Ltd (In Liquidation)
ACN 167 584 572 (“the Company”)

Statutory Report by Liquidator

1 Introduction

We refer to the appointment of Wayne Rushton and | as Joint and Several Administrators of the
Company on 3 May 2019 and our subsequent appointment as Liquidators on 6 September
2019.

Due to the failure of the Deed of Company Arrangement dated 27 August 2019, the Company
was placed into Liquidation pursuant to Section 446AA1(b) of the Corporations Act 2001 (the
Act).

This report should be read in conjunction with our Voluntary Administrators’ Report dated 30 May
2018, Supplementary Reports dated 12 July 2019 and 29 July 2019 and our circular to creditors
dated 10 September 2019.

The purpose of this report is to:
— Provide an update on the progress of the Liquidation;
— Provide an update in relation to the realisation of the Company's assets;
— Provide an update of the results of our investigations into the Company's affairs; and
— Provide an update on the likelihood of a dividend being paid in the Liquidation.

Based on the asset realisations and investigations to date, it does not appear likely there will be
sufficient funds in the Liguidation to permit a return to unsecured creditors of the Company.

2 Background

As mentioned in our Voluntary Administrators' Report dated 30 May 2019, the Company was
trustee of the Residential Property Investment Trusts (RPIT) though the RPIT sub-trusts were
initially set up as Management Investment Schemes (MIS) to buy residential property either for
deriving rental income or developing and selling. The intention was to rent these properties
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primarily to Sterling New Life (SNL) tenants. The MIS never eventuated, although eighteen (18)
residential properties and two (2) Development Sites are owned by the RPIT sub-trusts.
2.1 Deed of Company Arrangement

On 27 August 2019 Acquest Property Pty Ltd in its own right and in its capacity as trustee of
the Residential Property Rental Trust — wholly Sub Trust A and the RPIT No. 2,3,4,7,8,9,10 & 12
(the Companies) executed a Deed of Company Arrangement (DOCA) proposed by PE Rental
Pty Ltd as the trustee for the PE Rental Trust (the Proponent).

The DOCA provided for the following key conditions to be satisfied:
— An orderly realisation of the Companies’ assets;

— The transfer of all shares and units in the Companies and their respective Unit Trusts
to the Proponent in exchange for $1.00;

— DOCA consideration of the following:

= The full amount of the debt owing to Private Mortgage Funding payable on
Effectuation of the DOCA;

= $77,813 payable on Effectuation, which is the equivalent of 90 days prepaid
interest on the 8 properties secured by both Commco Super Pty Ltd and
Taboref Pty Ltd;

- $651,980 payable on Effectuation to Theta Asset Management Limited;
= $110,000 payable on Effectuation for the Administrators’ fees and costs;

= $2,355,000 payable within 90 days of Effectuation, for the loans of Commco
Super Pty Ltd and Taboref Pty Ltd;

= Deferred consideration of $350,000 payable within 6 months of Effectuation to
Theta Asset Management Limited in respect of the Development Sites located
at 3 Shannon Road, Mandurah and 16 Jacaranda Drive North Yunderup; and

= The properties which contained SNL tenants would be offered a rent free
period of 1 year, following Effectuation.

The Proponent was unable to secure funding to comply with these conditions and as a result
the DOCA was terminated and the Company proceeded into Liguidation on 6 September 2019,
pursuant to Section 446AA1(b) of the Act.

3 Update on the progress of the Liquidation
31 Matters addressed during the Liquidation
Since our appointment, the following matters have been attended to:
— Communications with the Director of the Company;
— Communications with the creditors and mortgagees of the Company;

— Collection and review of lease agreements;
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— Attendance to statutory requirements; and

— Preparation and lodgement of this report with the Australian Securities and
Investments Commissions (ASIC) pursuant to Insolvency Practice Rules
(Corporations) 2016 Section 70-40.

3.2 Financial position of the Company

We set out below a summary of the RATA for the Company as submitted by the Director
showing the Estimated Realisable Value (ERV) of assets, together with the realisations to date
applicable to those assets:

Reference RATA ERV ($) Realisation to date ($)
Assets
Cash at bank 3.2.1 (5,635) Nil
Property on trust 3.2.2 8,830,000 6,086
Rental funds o e Nil 23,839
Total assets 8,824,365 29,925
Liabilities
Secured creditors 3:3.) (12,575,663) (13,022,882)
Unsecured creditors 3.3.2 (5,050,717) (1,747 ,836)
Total liabilities (17,626,370) (14,770,718)
Estimated (deficiency) / surplus (8,802,005) (14,740,793)

We make the following comments in relation to our investigations into the Company’s assets:

3.21 Cash at bank

Immediately upon our appointment as Administrators, we issued instructions to all banks to
freeze the bank accounts held in the Company’s name. At the time of writing, we are yet to
recover any pre-appointment cash at bank and do not anticipate any realisations of same.

3.2.2 Property on trust

The properties held on trust are comprised of eighteen (18) residential properties and two (2)
Development Sites at various locations throughout Western Australia. A summary schedule is
attached at Annexure A.

As the Company proceeded into Liquidation, three (3) Mortgagees have exercised their rights
and taken possession of their respective properties. As a result, the Mortgagees will consider
enforcement and realisation options for each individual property. The Liquidators estimated
realisable value of these properties has not been disclosed for commercially sensitive reasons.

In addition, we have advised the Mortgagees to observe their Statutory and Common Law
obligations in relation to the sale of each property under their control.

4 Koel Way, Broadwater

The Company is the registered owner of the residential property situated at 4 Koel Way,
Broadwater (the Property). The tenant residing in the Property approached the Mortgagee In
Possession (MIP), with an offer of $315,000 (excl. GST) to purchase the Property. The offer
was accepted by the MIP with settlement occurring on 18 October 2018. Surplus funds from
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the sale of the Property at settlement in the amount of $6,086.25 was received by the
Liguidators.

3 Shannon Road, Mandurah; and
16 Jacaranda Drive North Yunderup (the Development Sites)

We engaged the services of Valuations Pty Ltd trading as LMW to prepare valuation reports for
the Development Sites.

In addition to the above, we engaged Axia Corporate Property (Axia) to undertake a sales
campaign for the Development Sites.

Axia conducted a comprehensive marketing campaign that promoted the Development Sites to
a broad market both locally and through the greater Perth region. The sales campaign by
Expression of Interest (Eol) for the Development Sites closed on Thursday, 21 November 2019.
Unfortunately, no offers to purchase or Eol were forthcoming.

Axia advised that the lack of interest in these regions is a result of a lack of commercial viability
for Development Sites with a larger number of established properties for sale at an arguably
discounted price. The Liquidators are currently in discussion with Axia in order to develop a
revised sales strategy for the Development Sites in the current market.

323 Rental funds

Rental Management Australia (RMA) are the property managers of the residential properties.
We have arranged for any rental funds held for the properties up to 30 September 2019 to be
forwarded to the Liquidators’ bank account. As a result, we have realised rental funds in the
amount of $23,839. We anticipate a further $4,680 to be received in the near future. However,
it should be noted that a reconciliation of the rental funds up to the date of MIP will be
conducted and an allocation of rental funds (if any) post the date of MIP will be remitted to the
respective Mortgagees.

Furthermore, we note that from 1 October 2019 onwards the net rental funds received on
these properties will be paid to the MIPs’ bank accounts and relevant rental statements issued
to the Mortgagees.

3.3 Liabilities

3.3.1 Secured creditors

The secured creditors are the financiers who provided loans to the Company to acquire and
develop the various residential properties and Development Sites. The amounts owed are
secured against the properties and sites by:

—  First ranking mortgages to private mortgagees in the amount of $4,215,000 (principal
amount) ; and

— A second ranking unregistered mortgage to the Development Trust (Theta Asset
Management Limited) in the amount of $8,807,882.

As mentioned above, three (3) of the first ranking Mortgagees have enforced their rights and
taken possession of their respective properties. Ongoing interest and realisation costs will
continue to accrue on these loans until realisation of the respective securities.
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3.3.2 Unsecured creditors

We estimate the Company'’s liability to unsecured creditors to be circa $1,747,836 principally
comprised of the debts due to investors / lessees.

34 Summary of receipts and payments

A summary of the receipts and payments in the Liquidation to date is attached as Annexure B.

4 Investigation into the Company’s affairs

We are required to lodge a report to ASIC pursuant to section 533 of the Act in circumstances
where a past or present officer may have been guilty of an offence, or if it is unlikely that the
Company will be able to pay its unsecured creditors more than 50 cents in the dollar.

Our report pursuant to Section 533 of the Act on the outcome of our investigation into the
affairs of the Company will be filed with ASIC in due course.

Creditors should refer to the Voluntary Administrators’ Report dated 30 May 2019, for details
on the Administrators’ preliminary investigations. The following provides an update on our
investigations into the affairs of the Company.

4.1 Voidable transactions

4.1.1 Unfair preferences

Section 588FA of the Act gives the Liquidator 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).

From the information available to us, we have not identified any transactions which would
constitute unfair preference payments.

4.1.2 Uncommercial transactions

Section 588FB of the Act requires the Liquidator 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 Liquidator to investigate such transactions, having regard to the detriment to
the Company (if any) suffered as a consequence of the transaction.

From the information available to us, we have not identified any transactions which would
constitute uncommercial transactions or unreasonable Director-related transactions.

41.3 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.
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As mentioned in our Voluntary Administrators Report dated 30 May 2019, we had identified a
number of transactions which may constitute unfair loans to the Company.

Any decision to commence an action should have regard to the following matters as at that
time:

the risk to which the lender was exposed,

— the value of any security in respect of the loan;,

— the schedule for payments of interest and charges and for payments of principal;
— the amount of the loan; and

— any other relevant matter.

Further to the above, we have undertaken a high-level review of the various loan agreements

entered into by the Company with the Mortgagees. Our preliminary assessment of those loan
agreements, and default interests rates stipulated in them, is that given the circumstances in

which the loans were advanced, they are likely to be deemed commercial in nature.

41.4 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.

From the information available to us, we have not identified any transactions which could
constitute voidable transactions with related parties.
4.2 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.

Our preliminary view is that the Company may have been insolvent from January 2019. The
basis for this view was provided in the Voluntary Administrators’ report to creditors dated 30
May 2019.

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. In his defence the Director could argue:

— The Directors had reasonable grounds at the time the debt was incurred to expect
the Company to be solvent and would remain solvent even after the debt was
incurred;

— The Directors relied on another competent and reliable person to provide information
about whether or not the Company was insolvent; and
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— The Directors were ill or for some other good reason did not take part in the
management of the Company.

Any decision to commence an action against the Director or former Director for insolvent
trading must have regard to the following:

— The costs of litigation and the uncertainty of success inherent in any complex
litigation; and

- The Director's or former Director's capacity to meet a claim for compensation. A
search of the National Personal Insolvency Index maintained by the Australian
Financial Security Authority (AFSA) has indicated that former Director, Ryan Kentore
Jones became bankrupt upon filing a Debtor’s Petition with AFSA on 29 July 2019.

Having regard to the above, we believe it is unlikely there will be any commercial merit in
pursuing an insolvent trading claim against the Director.

We note that Section 588R entitles creditors to commence proceedings under Section 588M
against the Director of the Company subject to the consent of the Liquidator.
4.3 Other Investigations

There have been a number of allegations made against the Company as part of the Sterling
Group and it's Directors (these claims require further investigation). These allegations primarily
relate to the SNL product and may include:

— Misleading or deceptive conduct;
-~ Fraudulent misrepresentation;

— Undue influence;

— Unconscionable conduct;

— Unfair contract terms;

— Breaches of contract;

— Breaches of the Corporations Act, (including breaches of the financial services
penalty); and

— Breaches under various agreements between the Companies and the Sterling
Income Trust.

Since our appointment we have:

— Paid the outstanding pre appointment insurance premiums to ensure continued
coverage of the relevant policies of insurance held by the Company;

— Reviewed documentation and information regarding claims made against the
Company and its Director in relation to events occurring prior to our appointment;

~ Engaged Jackson McDonald to assist with a review of the insurance policies and
notification of any potential claims under the insurance policies held by wider Sterling
Group including the Company;
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— Notified various insurers of potential claims under the insurance policy held by the
wider Sterling Group including the Company;

— Arranged extended reporting periods with those insurers willing to offer it;

— Instructed Jackson McDonald to communicate with insurers and their solicitors in
relation to:

~ claims submitted to insurers prior to our appointment; and
- our notification of potential claims.

Subject to funding, we may continue our investigations into these allegations and any other
claims that arise.

Should creditors have any further information that may assist our investigations into the
conduct of the Company's affairs, they should communicate details in writing to our office
within 7 days from the date of this report.

5 Return to creditors

Our investigations to date have concluded that there will be insufficient funds in the Liquidation
to permit the payment of a dividend to unsecured creditors of the Company.

6 Costs of the Liquidation

At the reconvened second meeting of creditors held on 6 August 2019, creditors approved our
retrospective remuneration of the Voluntary Administrators for the period 3 May 2019 to 6
August 2019 in the amount of $89,911.40 and our prospective remuneration for work to be
completed during the Deed of Company Arrangement, of $40,000. No fees have been drawn to
date for the period of the Voluntary Administration.

As creditors voted for the Company to enter into a Deed of Company Arrangement, which
ultimately failed, we did not seek a remuneration resolution from creditors for the Liquidation.
As a result, we may seek one in the future.

7 Conclusion
The following matters will continue to be p'rogressed in the Liguidation:
— Realisation of the Development Sites;

— Consider applying to the ASIC for funding from the Asset less Administration Fund in
order to complete further investigations into the Company’s affairs;

— Completing our statutory reporting to ASIC pursuant to Section 533 of the Act; and
— Attending to statutory obligations.

We expect to have completed this Liquidation within eighteen (18) months.

KPMG - Acquest Property - Liquidators Statutory Report - 4.12.19 8



m To the creditor as addressed
Acquest Property Pty Ltd (In Liquidation)

ACN 167 584 572 (“the Company”)
4 December 2019

Should you have any queries in relation to this report, please contact Omeed Rassoul of this
office on (08) 9263 7170.

Yours faithfully

/\
W\%

MarfinJones___

Joint and Several Liquidator
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ANNEXURE A

To the creditor as addressed

Acquest Property Pty Ltd (In Liquidation)

ACN 167 584 572 (“the Company”)
4 December 2019

ACQUEST PROPERTY PTY LTD (IN LIQUIDATION) - PROPERTY SCHEDULE

Registered Owner Entity Mortgagee Address
Acquest Property Pty Ltd RDT2 Commco Super Pty Ltd ;gléggioiéwavsme S
Acquest Property Pty Ltd RDT2 Taboref Pty Ltd ;Zzglgioigvawde COUR

Acquest Property Pty Ltd RDT2

Commco Super Pty Ltd

6 Anhinga Trail, Dudley Park

Acquest Property Pty Ltd RDT2

Commco Super Pty Ltd

Lot 2053, 30 Broadmoor Loop,
Mandurah

Acquest Property Pty Ltd RDT2

Commco Super Pty Ltd

Lot 2049, 22 Broadmoor Loop,
Mandurah

Acguest Property Pty Ltd RDT3

Private Mortgage

U4/1 Oneida Rd, Secret Harbour

Acquest Property Pty Ltd RDT3

Private Mortgage

U5/1 Oneida Rd, Secret Harbour

Acquest Property Pty Ltd RDT3

Private Mortgage

UB/1 Oneida Rd, Secret Harbour

Acquest Property Pty Ltd RDT3

Private Mortgage

U7/1 Oneida Rd, Secret Harbour

Acquest Property Pty Ltd RDT4

Commco Super Pty Ltd

3 Celtic Cres, Shoalwater, Rockingham

Acguest Property Pty Ltd RDT7

Private Mortgage

17 Hancock Street, Mandurah

Acquest Property Pty Ltd RDT9

Private Mortgage

95 Leslie Street, Dudley Park

Acquest Property Pty Ltd RDT9

Private Mortgage

43 Irrawaddy Drive, Greenfields

Acquest Property Pty Ltd RDTS

Private Mortgage

3 Elegant Drive, Greenfields

Acquest Property Pty Ltd RDT9

Private Mortgage

Lot 21 19 Bandicoot Ramble Baldivis

Acquest Property Pty Ltd RDT12

Commco Super Pty Ltd

4 Koel Way, Broadwater

Acguest Property Pty Ltd RPRTA Vermis Pty Ltd

6 Moat Street, Mandurah

Acquest Property Pty Ltd RPRTA Commco Super Pty Ltd

Acquest Property Pty Ltd RDT8

None Registered

16 Sherwood Link, Ravenswood

3 Shannon Road, Mandurah

Acquest Property Pty Ltd RDT9 Sterling Corporate Services P/L16 Jacaranda Dve, Nth Yunderup
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ANNEXURE B
LIQUIDATORS' RECEIPTS AND PAYMENTS

Acquest Property Pty Ltd (In Liquidation) - Receipts and Payments Schedule

Amount ($)
Receipts
Transfer from Deed Administrator 5,543
Rental Income 23,839
Surplus funds from sale from 6 Koel Way 6,086
Total receipts 35,468
Payments
Bank charges (4
Property maintenance (220
Total payments (224)
Cash at bank as at 30 November 2019 35,244
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