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As previously advised, Andrew Saker, Darren Weaver and | were appointed Joint MUMBAI

and Several Administrators of the abovenamed company on 11 November 2009 SHANGHAI
pursuant to Section 436A of the Corporations Act 2001. S'NGfggfg
On 23 November 2009, the first meeting of creditors was held and our appointment as Affiliated through

Joint and Several Administrators was ratified. Zolfo C°°Pe(;
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A second meeting of creditors has been convened for Wednesday, 16 December  yniteo staTes

2009 at the offices of Ferrier Hodgson, Level 26, BankWest Tower, 108 St UNITEDKINGDOM
Georges Terrace, Perth, Western Australia at 10.00am WST for creditors to
determine the future of the company.

For your information and assistance, the following notices, statements and reports are
attached.

1. Notice of Meeting.

2. Administrator's report including a report on the Company’s business, property,
affairs and financial circumstances, the report contains a statement setting out
my opinion about each of the following matters and my reasons for those
opinions:

a. Whether it would be in the creditors' interests for the company to be
wound up.

b. Whether it would be in the creditors' interests for the administration to
end.

C. Whether the meeting should be adjourned for a period of up to forty-five
(45) business days.

3. Remuneration Report.
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4, Informal Proof of Debt form for voting purposes. Any Informal Proof of Debt
forms submitted for the purposes of the first meeting of creditors and accepted
by the Chairperson of that meeting for voting purposes will be valid for this
meeting.

5. Instrument of Proxy.

Should you have any questions in relation to this matter, please contact Sean Holmes
or Kieran Chu of this office.

M NES
Joint and Several Administrator of
SAS Global Mosman Park Equity Ltd

Encl.
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FORM 529A
Paragraph 5.6.12(2)
CORPORATIONS ACT 2001

NOTICE OF CONCURRENT SECOND MEETINGS OF
CREDITORS OF A COMPANY UNDER ADMINISTRATION

SAS GLOBAL COOGEE LTD ACN 125 069 874
SAS GLOBAL SEVILLE GROVE LTD ACN 123 755 859
SAS GLOBAL MANDURAH LTD ACN 117 669 468
(ALL ADMINISTRATORS APPOINTED) (ALL RECEIVERS AND MANAGERS APPOINTED)
AND
SAS GLOBAL MOSMAN PARK EQUITY LTD ACN 124 508 596
(ADMINISTRATORS APPOINTED)
(collectively referred to as “the Companies”)

NOTICE is given that concurrent meetings of the creditors of the Companies will be held at
the offices of Ferrier Hodgson, Level 26, BankWest Tower, 108 St Georges Terrace, Perth,
Western Australia on 16 December 2009 at 10.00am (WST).

Although the meetings will legally be separate meetings, we intend to conduct each of the
meetings of the companies at the same time and location in order to save costs and allow for
an efficient Administration process for all stakeholders, without prejudicing their respective
interests.

AGENDA
1. To receive a Statement about the Companies’ business, property, affairs and
financial circumstances.
2. To receive the reports of the Administrator.
Questions from creditors.
4, For creditors of each company to resolve:

a. that the company execute a Deed of Company Arrangement; or

b. that the administration should end; or

C. that the company be wound up; or

d that the meeting be adjourned for up to forty-five (45) business days.

5. To fix the remuneration of the Joint and Several Administrators for each of the
companies.

6. If a company is to execute a Deed of Company Arrangement, to fix the remuneration
of the Deed Administrators for that company.

7. If a company is wound up, to fix the remuneration of the Liquidators for that
company.

8. If a company is wound up, to consider appointing a Committee of Inspection for that
company.

9. If a company is wound up, to consider the destruction of the books and records at the

conclusion of the winding up for that company.

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

Proxies to be used at the meeting should be lodged at the office of the Joint and Several
Administrators by 4.00pm on the day prior to the meeting. A creditor can only be represented
by proxy or by an attorney pursuant to Corporations Regulations 5.6.28 and 5.6.32 (inclusive)
or if a body corporate by a representative appointed pursuant to Section 250D.

SAS Mosman Equity-D11-covering circular docs-2009.12.07-glu



In accordance with Regulation 5.6.23(1) of the Corporations Regulations, creditors will not be
entitled to vote at this meeting unless they have previously lodged particulars of their claim
against the company in accordance with the Corporations Regulations and that clause has
been admitted for voting purposes wholly or in part by the voluntary administrator.

DATED this 8" day of December 2009.

MART; :I ;g ;ES

Joint and Several Administrator of
SAS Global Coogee Ltd

SAS Global Seville Grove Ltd

SAS Global Mandurah Ltd

SAS Global Mosman Park Equity Ltd

SAS Mosman Equity-D11-covering circular docs-2009.12.07-glu
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Glossary of terms

Abbreviation

Description

ABN Australian Business Number

ACN Australian Company Number

Act The Corporations Act 2001

AGM Annual General Meeting

ASIC Australian Securities and Investments Commission
ASX Australian Securities Exchange

ATO Australian Taxation Office

DOCA Deed of Company Arrangement

ERV Estimated Realisable Value

GEERS General Employee Entitlements Redundancy Scheme
IPA Insolvency Practitioners Association of Australia

IPO Initial Public Offering

M Millions

NAB National Australia Bank Limited

LVR Loan to Value Ratio

R&M Receivers and Managers

ROE Return on Equity

SGC Superannuation Guarantee Charge

Statement Directors’ Statement about the Company’s Business, Property, Affairs and

Financial Circumstances

the Company

SAS Global Mosman Park Equity Ltd

SGPGPL / Project Manager

SAS Global Property Group Pty Ltd

SGMPL

SAS Global Mosman Park Ltd (Administrators Appointed)
(Receivers and Managers Appointed)

WaterCorp

Water Corporation

WAPC

Western Australian Planning Commission

Listing of annexures

Annexure 1

Annexure 2

Annexure 3

Annexure 4

Administrators’ Remuneration Report

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

Declaration of Independence, Relevant Relationship and Indemnities

Proposed DOCA
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1. Executive summary

Andrew Saker, Darren Weaver, and Martin Jones were appointed Administrators of the Company on
11 November 2009. Creditors ratified our appointment as Administrators at the first meeting of creditors held on
23 November 2009. A Committee of Creditors was not formed at this meeting.

At the date of our appointment, the Company owned a 50% interest in SGMPL, which in turns owns a property
located on the corner of McCabe Street and Stirling Hwy, North Fremantle, Western Australia (“Mosman Park
project”). The purpose of the Company was to raise equity to acquire the 50% interest in SGMPL.

Creditors will determine the Company’s future at a second meeting of creditors convened for Wednesday,
16 December 2009 and will be held at the offices of Ferrier Hodgson, Level 26, 108 St Georges Terrace,
Perth 6000, Western Australia at 10.00am WST.

The Administrators have conducted an assessment of the DOCA proposal put forward by the directors and
recommend creditors accept the DOCA proposal for the following key reasons:

e Provides the Administrators with further time to seek restructuring / recapitalisation offers for the Company
and SGMPL;

e Based upon the current creditors’ claims, the difference in the return to unsecured creditors under the
DOCA compared to that of the liquidation scenario are immaterial;

e Provides for the prospect of a greater return to stakeholders in the event that a Purchaser of the Mosman
Park project, or shareholders of the Company or SGMPL wish to take advantage of tax losses in the
Company or SGMPL and strike an economic bargain in respect of same; and

e The Deed Administrators will call for Formal Proof of Debts to indentify and adjudicate upon the various
potential claims.

We have carried out investigations into the Company’s affairs to assist in formulating our opinion as to what is in
the creditors’ best interests. The main issues arising from our investigations into the Company’s affairs are:

e As the Company was a vehicle to raise equity for the Mosman Park project, it had minimal liabilities it was
solvent at the date of our appointment, however because of the risk inherent with the realisation of the
Company’s interest in SGMPL and certain conflict of interest the directors might face, the directors sought
the appointment of external Administrators to overcome this risk.

e The return to investors was contingent upon the return of capital the company would be entitled to upon the
completion of the Mosman Park project.

We note that, during the course of the Administration, we have made preliminary enquiries into the Company’s
affairs and the various transactions the Company has entered into, however any future appointed liquidator
would be required to conduct a more comprehensive investigation and consider action in respect of recoveries

(if any).

We are of the opinion that, for the reasons set out in this report, creditors should accept the proposed DOCA
because is likely to provide a better return to stakeholders (i.e including shareholders) than an immediate
winding up of the Company.

2. Introduction

2.1 Purpose of appointment and this report

As noted above, Andrew Saker, Darren Weaver, and Martin Jones were appointed Administrators of the
Company on 11 November 2009, pursuant to Section 436A of the Act.

The purpose underlying an Administrator’'s appointment is to allow for independent control and investigation of
an insolvent company’s affairs. During the administration period, creditors’ claims are put on hold. We are
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required to provide creditors with information and recommendations to assist creditors to 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:

(@) Areport 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:

0] Whether it would be in the creditors’ interests for the company to execute a Deed of
Company Arrangement;
(i)  Whether it would be in the creditors’ interest for the administration to end;

(i)  Whether it would be in the creditors’ interest for the company to be wound up;
and also setting out:

(iv)  His or her reasons for those opinions; and
(v)  Such other information known to the administrator as will enable the creditors to make an
informed decision about each matter covered by subparagraph (i), (ii) or (iii); and

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

In the available time, we have undertaken the investigations detailed in section 7 of this report. These
investigations have enabled us to form an opinion about the Company’s future. Our opinion is set out in section
10 of this report.

2.2 First meeting of creditors and committee of creditors

Creditors attended a first meeting of creditors held at the offices of Ferrier Hodgson, Level 26, St George's
Terrace, Perth, Western Australia on 23 November 2009 at 11.00am WST . At that meeting, creditors ratified
our appointment as Administrators of the Company. Creditors resolved not to appoint a Committee of Creditors.

2.3 Second meeting of creditors

Pursuant to Section 439A of the Act, the second meeting of creditors of the Company is convened for
Wednesday, 16 December 2009 at the offices of Ferrier Hodgson, Level 26, 108 St Georges Terrace,
Perth 6000, Western Australia at 10.00am WST. 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; or

= That the Company execute a DOCA.

Creditors are also able to resolve that the meeting be adjourned for a period up to 45 business days.
2.4 Non-disclosure of certain information

There are sections of this report wherein we considered it inappropriate to disclose certain information to
creditors. Such information includes valuation of the property, identity and nature of the interested parties and
their interest and commercially sensitive prospective financial information (for example, projections/forecasts).

We fully recognise the need to provide creditors with complete disclosure of all necessary information relating to
the Company. However, we believe some information is the subject of too high a level of uncertainty to be
capable of providing relevant information to creditors at this stage.
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2.5 Declaration of independence, relevant relationships and indemnities

Prior to our appointment we undertook a proper assessment of the risks to our independence. This assessment
identified no real or potential risks to our independence. We were not aware of any reasons that would prevent
us from accepting this appointment. A copy of our DIRRI that was tabled at the first meeting of creditors is
attached at Annexure 3.

3.  Company information

3.1 Statutory information

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

The Company’s incorporation date is 20 March 2007. The Company’s registered office is listed as 7 Ventnor
Avenue, West Perth, Western Australia 6005.

3.1.2 Company officers

As at the date of our appointment, the Directors and officer were as follows:

Name Role Appointment Date Cessation Date
Anthony John Beamish Director 20/03/2007 Current
Philip Anthony Meagher Director 20/03/2007 Current
Umberto Bruno Gianotti Director 20/03/2007 25/03/2009
Kenneth Wayne Wybrow Director 20/03/2007 25/02/2009
Anthony John Beamish Secretary 20/03/2007 Current

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 Company is an unlisted public company limited by shares. Given the privacy issues surrounding the share
register, we consider it appropriate not to report details of same here.

3.1.4 Registered chargeholder

The Company has no registered charges against it.

3.1.5 Winding up Applications

There were no winding up applications outstanding as at the date of our appointment.
3.2 Company history

Incorporated on 20 March 2007 in Western Australia, the company’s registered office at the date of our
appointment is at 7 Ventnor Avenue, West Perth, WA.

The company was incorporated for the sole purpose of acquiring 50% ownership in SGMPL. SGMPL's intention
was to purchase and develop a 3 hectare property in North Fremantle, Western Australia, known as the
Mosman Park project (which is approximately 13 km south of Perth). It was the SGMPL's intention to develop
the property (subject to various governmental approvals) into an apartment complex with its JV partner.

The Company obtained funding in the form of equity raised from public share offerings which it then invested in
SGPML to fund the acquisition of the Mosman Park property. SGMPL used these funds in conjunction with
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further contributions by the JV partner and debt from the NAB to purchase the Mosman Park property. The
property was ultimately acquired for approximately $61M.

For ease of reference, we table below a diagram showing the funding structure relating to the Mosman Park
development:

Investors $25M

Debt $31M JV Partner $20M

(Shareholders)

SAS Global
Mosman Park
Equity Ltd
S20M

SAS Global
Mosman Park Ltd

The company has no employees and via a management agreement appointed SPGPL as development

manager for the project. SPGPL would then engage accountants, lawyers, consultants and other suitable
qualified person for administrative support.

[This space has been left blank intentionally]

Section 439A(4)(a) Report by Administrators 8 December 2009 Page 7



The company'’s structure and agreements is summarised in the diagram below.

Investors

(Shareholders)

SAS Global Mosman Park Equity Ltd Share Holder

Agreement

!

SAS Global Mosman Park Ltd 50%

issues shares

Land Owner

Project Management
Agreement

SAS Global Property Group Pty Ltd

Development Manager

Property overview

The Property is located on Stirling Highway, at the northern end of the peninsula in North Fremantle. The land is
approximately 3.5 kilometres from the centre of Fremantle and 13.5 kilometres from the Perth CBD.

The Property was the former site for One Steel, used for steel storage, merchandising and distribution.

The existing improvements on the land include:

e Alarge shed approximately 50 metres wide, 180 metres long and 14 metres high;

e Two smaller office buildings; and

e Open-air area on the north side of the Property, primarily used for storage and loading.

3.3 Decision to appoint Administrators

In view of the uncertainties attaching to the financial position of SGMPL (which represents the company’s main
assets and operations) and the inherent conflict attached the Directors who are also the directors of SGMPL,

the Directors of the Company resolved to appoint Administrators.

On Wednesday, 11 November 2009, Martin Jones, Darren Weaver and Andrew Saker were appointed as Joint
and Several Administrators of the Company.

For further information, please see section 5.2 on the causes of failure of the Company.
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4. Historical financial information

4.1 Preparation of financial statements

The Company'’s financial statements were prepared up to 30 June 2009. Moore Stephens audited the financial
statements up to the year ended 30 June 2009.

The Company also engaged JGC Accounting and Financial Services Pty Ltd to prepare various management
accounts and reports on a monthly basis.

At section 7.9 of this report, we comment on the adequacy of the Company’s books and records.
4.2 Profit and loss statement and preliminary analysis

Set out below is a summary of the Company’s profit and loss statement for the past two and a half financial
years and to the end of October 2009 together with our preliminary analysis.

20-Mar-07 to
it sl (Lees SUTHERY 30-Jun-08 30-Jun-09 31-Oct-09
$ $ $

Sales Revenue Nil Nil Nil
Interest Received 395,286 68,437 15,362
Total Revenue 395,286 68,437 15,362
Operating Expenses

Write down of property Nil  (21,365,597) Nil

Administrative Expenses (53,472) (45,453) (16,338)

Depreciation & Amortisation (340,969) (540,257) (289,050)
Total Operating Expenses (394,441) (21,951,307) (305,388)
Net Profit/(Loss) 845 (21,882,870) (290,026)

In respect of the above, we make the following comments:

e The first period of reporting is from the date of incorporation, 20 March 2007, to the financial year
ending 30 June 2008.

e For the year ending 30 June 2008 the company made a profit of $845 as a result of significant interest
earned.

e The write down relates to the recoverability of monies from SGMPL, which is contingent upon the
successful development of the Mosman Park project.

e The administrative expenses include accounting expenses, audit fees and bank fees and charges.

For completeness, we note that the accounts above for the year ending 30 June 2007, 30 June 2008 and 30
June 2009 are based upon the accounts audited by Moore Stephens. The accounts for the period ending 31
October 2009 are based upon unaudited accounts as prepared by JGC. Accordingly, we express no comment
in relation to the accuracy thereof.
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4.3 Balance sheet and preliminary analysis

30-Jun-08 30-Jun-09 31-Oct-09

Balance Sheet $ $ $
Assets

Current assets 1,630,612 1,653,596 1,652,708
Non-current assets 21,906,583 729 22,152,760
Total assets 23,537,195 1,654,325 23,805,468
Equity

Contributed Equity 23,536,350 23,536,350 25,125,100
Accumulated (Losses) 845 (21,882,025) (1,319,632)
Total Equity 23,537,195 1,654,325 23,805,468

In respect of the above, we make the following comments:
e The Company has not incurred any liabilities.

e The substantial accumulated loss in June 2009 is as a result of the write down of the investment in
SGMPL.

For completeness, we note that the accounts above for the year ending 30 June 2007, 30 June 2008 and 30
June 2009 are based upon the accounts audited by Moore Stephens. The accounts for the period ending 31

October 2009 are based upon unaudited accounts as prepared by JGC. Accordingly, we express no comment
in relation to the accuracy thereof.

5. Statement by directors

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. we received the directors’ Statement on 27 November
20009.

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 Directors’ Statement.

Report Cost or Net Directors’ Administrators’ ERV

Statement as at 11 November 2009 Rl EealovEe =R High Low
$ $ $ $

Assets:
Cash at bank 5.1.1 1,640,000 1,640,000 1,645,999 1,645,999
Sub total 1,640,000 1,640,000 1,645,999 1,645,999
Equity Interest in GSMPL 5.1.2 19,546,316 Nil NVA NVA
Available to unsecured creditors 21,186,316 1,640,000 NVA NVA
Ordinary unsecured creditor claims 5.1.3 (465,000) (465,000) (465,000) (465,015)
Estimated Surplus/(Deficiency) 20,721,316 1,175,000 NVA NVA
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The Administrators have not audited the company’s records or the book values. The Administrators have
provided estimated realisable values with respect to the company’s cash at bank and liability position only. The
Administrators have not disclosed their estimated realisable value for the other assets for reasons detailed
below.

The above schedule should not be used to determine the likely return to creditors as a number of realisable

values are based on the Company’s records and remain subject to the review of the Administrators and, in

particular:

. The Administrators are not in a position to confirm (or otherwise) the estimated realisable values (“ERV”)
of the company’s interest in SGMPL as the Administrators have not commissioned any valuations of the
property owned by SGMPL given the appointment of the R&M to SGMPL.

. The value of creditor claims remains subject to change as further claims may be received and require
further adjudication.

. The abovementioned estimated position does not provide for possible trading losses, capital costs or the
professional costs associated with the Administration process.

In respect of the above, we make the following comments:
5.1.1 Cash at bank

The company operated two (2) bank accounts with NAB as summarised below:

Bank Account Amount ($)

MPark Equity Chq a/c 16,058
MPark Equity Investment a/c 1,629,942
Total $1,646,000

We note that we have requested that the NAB transfer the abovementioned sum into a separate bank account
operated by the Administrators, however despite numerous requests the NAB has not actioned the transfer.

5.1.2 Equity Interest in SGMPL
The Company owns a 50% interest in SGMPL by virtue of its investment of approximately $20M invested in
August 2007. At the date of our appointment the book value of this interest was approximately $19.5M. The

directors have indicated a Nil ERV as a result of the uncertainty and/or deterioration in value of the property
owned by SGMPL.

5.1.3 Ordinary unsecured creditors

Accounting for informal proofs of debt received to date and the Company’s records, we estimate the Company’s
liability to unsecured creditors at $465,015 is approximately. A summary of the claims received to date appears
below:

Unsecured Creditors | Amounts ($)

SGPGPL 465,000
Mendelawitz Morton 15
Total $465,015

These figures are subject to the receipt and adjudication of final proofs of debt from creditors.
5.1.4 Related entities

The amounts represent monies owed by the Company to the following related entities:
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Related Entity Amounts ($)

SGPGPL 465,000
Total $465,000

SGPGPL, the property manager of the project, lodged an informal proof of debt for voting purposes at the first
meeting of creditors in the amount of $465,000 for breach of the project management agreement.

Furthermore, we advise that we have not adjudicated on this proof or any other unsecured creditor proofs. we
note that the amount related party proof was included in the ordinary unsecured creditor claims reported in
5.1.3. this claim presented a potential conflict of interest for the directors who in turn also control SGPGPL.

5.1.5 Omissions from Statement

Save for my previous comments regarding specific disclosures in the Statement, there are no material
omissions from the directors’ Statement.

5.2 Explanation for current financial position
The directors’ explanation for the Company’s current financial position is as follows:

e The directors first realised that the Company should go into voluntary administration on the day of the
appointment being 11 November 2009 due to the failure of recapitalisation proposals that were explored for
SGMPL. The directors intended on convening a meeting of shareholders for the Company to put resolutions
to consolidate the existing share capital on a 1:100 basis and pass resolutions to empower the directors to
do ‘what is necessary’' to provide a return to shareholders. Administrators were appointed before this
meeting was held.

Our preliminary view is that the Company failed because of:

e Issues surrounding the successfulness and viability of SGMPL with particular respect to the approval
process and SGMPL’s ability to generate cash to remain solvent which would then impact on the Company
because of further “cash calls”.

In view of the above, given the inherent uncertainty surrounding the position of its investment in SGMPL and the

need for shareholders to have an ‘independent board’ to act on behalf of shareholders the directors resolved to
appoint administrators on 11 November 2009.

6. Trading by Administrators

6.1 Overview

The Administrators assumed control of the Company’'s business upon appointment, took control of the
company’s bank account and requested that the Directors provide us access to the books and records of the
company. We then undertook a preliminary review of the company’s operations from those records.

There have been no specific issues regarding trading since our appointment as the Company did not trade and
its mains assets were the cash at bank and its 50% equity stake in SGMPL.

Given the appointment of the Administrators and that the Director’s powers are suspended during the Voluntary
Administration process, Martin Jones one of the Joint and Several Voluntary Administrators:

e Chaired the Annual General Meeting (“AGM”) of the company held at the Hyatt Regency Perth, 99 Adelaide
Terrace Perth , WA on 16 November 2009 at 2.30pm; and

e Considered it inappropriate for the proposed resolutions to be put to shareholders. Accordingly, no
resolutions were put to shareholders and voted upon at the AGM.
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At the AGM, Mr Jones gave an overview of the Voluntary Administration process and the Company’s affairs. Mr
Jones also fielded questions from shareholders. The directors of the Company were not present at the AGM.

6.2 Summary of receipts and payments

A summary of the Administrators’ receipts and payments for the period 11 November 2009 to 7 December 2009
is included within Part B of the Administrators’ Remuneration Report attached as Annexure 1.

7. Statutory investigations

7.1 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, and the conduct of its directors, related parties and advisers in the period
prior to our appointment.

The investigations that an administrator is required to undertake centre on identifying and investigating
transactions entered into by each company that a liquidator might seek to void or otherwise challenge where the
company is wound up. Investigations allow an administrator to advise creditors what funds might become
available to a liquidator such that creditors can properly assess whether to accept a DOCA proposal or resolve
to wind up the company.

Any funds recovered would be available to the general body of unsecured creditors, including secured creditors
but only to the extent of any shortfall incurred after realising their security.

A liquidator 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 to 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. We have investigated matters to the extent possible in the time available, and have noted with
specific reference below where we believe further investigation is desirable.

The administrators’ knowledge of the company’s affairs comes principally from the following sources (to the extent
they have been available):

(@ Communications with the company’s major unsecured creditors regarding the nature and amount of the
debts owed. Those creditors confirmed that the details disclosed by the company are substantially correct,
though we note further assessment of the claim will be necessary before it is paid.

(b) Communications with the company’s shareholders and their representatives regarding the nature and
amount of the debts owed, the circumstances in which those funds were invested and the company’s
dealings with them;

(c) The directors’ Statement and a detailed questionnaire concerning the company’s affairs prepared by the
directors;

(d)  Discussions with the directors, their advisors and representatives of the project manager (SGPGPL);
(e) A search of the ASIC records relating to the company and any related entities;
® Searches obtained from the Department of Transport and Landgate;

() Audited annual reports published by the company, and other significant information disclosed to investors;
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(h)  An examination of the company’s books and records including its financial statements and management
accounts (to the extent that such were made available to us).

An administrator has an obligation to the company to consider the conduct of directors and other parties, and
the interests of that Company. We have included an overview of the solvency and investigations into the
Company as outlined below.

7.2 Areas of Investigation
The key areas of our investigations have included the following:

(&) The reasons for the failure of the company;

(b)  Assessment of the solvency of the company and consideration as to whether insolvent trading by the
Directors of the Company has occurred;

(c) Consideration of the decisions and duties of the Directors of the company to identify any potential
instances of negligence or breaches of duty, including review of:

(i) The application and use of shareholder funds;

(i) The causes for the delays of the Mosman Park project including any external factors which may have
influenced the same;

(i) The validity of project management fees received by SGPGPL; and
(iv) A thorough review of any related party transactions entered into by the Company.

(d)  Areview of whether the Company has entered into any voidable transactions that would be available to a
liquidator.

For completeness, we note that section 201A(2) of the Act provides that a public company must have at least
three (3) directors (not including alternate directors) and that at least two (2) directors must ordinarily reside in
Australia. There is no period in which the company is permitted to function without the required number of
officers. We note that with the resignation of Mr Gianotti and Mr Wybrow on 23 March 2009 and 25 February
2009 respectively, the company did not appoint a 3" director and may be in breach of the requirements of the
Act. However, we do note that:

(a) these requirements are strictly obligations of the company; and

(b) our investigations are continuing in this regard.
7.3 Solvency of the Company
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 the indicia of insolvency. Notwithstanding, there are two primary
tests used in determining a company’s solvency, at a particular date; namely:
e Balance sheet test; and

e Cash flow or commercial test.

The Courts have widely used the cash flow test in determining a company’s solvency at a particular date.
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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”. A company that is not solvent is insolvent.

However, the strict application of the cash flow 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 of insolvency;
(b)  Regard should be had to:

e Cash resources; and
e Monies available through asset realisations, borrowings against the security of assets or equity/capital
raising.

(c) All of 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. Further, some assets may not be realisable at all or realisable
for sufficient value or in time to ensure that debts are paid when due;

(d)  The voluntary and temporary forbearance by creditors not to enforce payment terms; and

(e) Itis 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.

7.4 Director’s liability

Insolvent trading is governed by Division 3 of Part 5.7B of the Act and imposes on directors individually a
statutory duty to prevent insolvent trading by corporations.

Section 588G(2) of the Act provides that a director who fails to prevent a company from incurring a debt at a
time when the director is aware that there are reasonable grounds for suspecting that the company is insolvent,
or will become insolvent by incurring that debt or debts including that debt, contravenes section 588G of the Act.
This may result in a civil penalty under the Act. For example, compensation orders in favour of the company
under section 588J of the Act.

Section 588G(3) of the Act provides that if the director’s failure to prevent the debt being incurred when the
director suspected that the company was insolvent, or would become insolvent by incurring that debt or debts
including that debt, and the director’s failure to prevent the company incurring the debt was dishonest, then the
director commits a criminal offence.

For civil liability to apply:
(&) The person must be a director at the time the debt was incurred;

(b) The company must be insolvent at the time the debt was incurred, or becomes insolvent by incurring
the debt; and

(c) The director must be aware of insolvency, or there were reasonable grounds for a person in that
position to suspect insolvency.

Importantly under section 588M of the Act a liquidator may seek, from a director who has breached the insolvent
trading provisions, compensation for losses suffered by creditors. This is not a right available to an administrator
or a deed administrator.
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Section 588H of the Act sets out defenses available to directors in respect of civil claims under section 588G(2),
they are:

(&) The director had reasonable grounds to expect that the company was solvent and would continue to be
solvent when the debt was incurred,;

(b) The director relied on a competent and reliable person to provide information regarding the company’s
solvency and, on the basis of the information so provided, the director expected the company was
solvent and would continue to be solvent when the debt was incurred;

(c) Due to iliness (or other good reason) the director was not involved in the management of the company;
and

(d) The director took all reasonable steps to prevent the debt being incurred.
7.5 Chronology of events

We have considered the major events affecting the company from the date of incorporation and leading up to
the date of our appointment as Administrators. We set out below a summary chronology of these events:

Date Event

17 January 2007 e SGPGPL provides Birkdale a diagram for the proposed Apartment development at
OneSteel.

16 February 2007 e SGPGPL enters into an Option Agreement with the option to purchase land situated at
140 Stirling Highway, North Fremantle (the Property) from Octannial Holdings Pty Ltd
(the Seller)

20 February 2007
26 February 2007

The incorporation date for SAS Global Mosman Park Ltd
SGPGPL exercised the option to purchase the Property under the Option Agreement.

2 March 2007 e SGMPL entered into a Contract for Sale with the Seller of the Property and pursuant to
the Contract, paid $10,000 of the $4,000,000 deposit to the Seller.
8 March 2007 e SGMPL paid the balance of the remaining deposit to the Seller.

=  Okton and Teloar Pty Ltd advanced SGMPL by way of loan an amount equal to 50%
of the Deposit.
= An additional $250,000 is to be provided by each of Okton and Teloar by way of
further advances for the purposes of funding part of the initial working capital
requirements of SGMPL.
= D.B Zwirn Asia Investment B.V. (DBZ) to act as investors.
20 March 2007 e Incorporation date for SAS Global Mosman Park Equity Ltd
13 April 2007 e SGMPL responds to the WAPC call for submissions in relation to Amendment No
1138/41 to the Metropolitan Region Scheme — East Leighton and its position concerning
the proposed amendment.
1 May 2007 e  Prospectus for unlisted shares in the Company issued
1 May 2007 e SGMPL receives from Jones Lang LaSalle information regarding the valuation of the
Property with the current market value to be $61,000,000 GST inclusive.
15 May 2007 e John Summer of Mack Hall and Associates receives an extract summary of the gross
rental income received by Octennial for the Property during the financial year July 2006
to May 2007.
31 May 2007 e D.B Zwirn Asia Investment B.V. subscribed for:
i 50 B Class Ordinary Shares in SGMPL for $1.00 per share to be satisfied by the
payment of $50;
ii. 2,500,000 Preference Shares in SGMPL for $1.00 per share to be satisfied by the
payment of $2,500,000.
e  SAS Global Mosman Park Equity Ltd subscribed for:
i 50 Ordinary Shares in SGMPL for $1.00 per share to be satisfied by the payment of
$50;
ii. 2,500,000 Preference Shares in SGMPL to be satisfied by —
» The receipt of Promissory Note 1 for $1,000,000 to be transferred to Okton Pty Ltd;
»  The receipt of Promissory Note 2 for $1,000,000 to be transferred to Teloar Pty Ltd, and
»  The payment of $500,000 in immediately available funds.

SGMPL executes a Circulating Resolution of SGMPL’s Directors made in accordance with
s.248(A) and 201H of the Corporations Act 2001.
i It was noted that Kenneth Wybrow had provided written resignation as a
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Date

Event

Director of SGMPL.
ii. It was noted that Andrew Bruce and Christopher Suan had provided written
consent to act as Directors of SGMPL.

11 July 2007 e SGMPL enters into an agreement for engagement with ENVIRON Australia (ENV) Pty
Ltd with a cost estimate for a PSI/DSI to be performed for the total fee of $41,000.

20 July 2007 e Box Tec Pty Ltd confirms with the Seller of its interest in leasing a portion of the Property
from 1 September 2007 to 30 April 2008.
*=  The proposed rent is $7,525 (GST inclusive) per month in advance.

25 July 2007 e SGMPL receives notice from WAPC verifying that a hearing date and time for SGMPL’s

submissions concerning the Metropolitan Region Scheme Amendment are to be heard
on 15 August 2007.

9 August 2007

SGMPL informs the Seller of its acceptance of the lease terms as outlined in the email
dated 20 July 2007 between the Seller and Box Tec and the proposed rental per month.

15 August 2007

SGMPL enters into an agreement for engagement ENV Australia Pty Ltd for the
completion of a Hazardous materials survey of the Property for the total fee of $5,800
excluding GST.

29 August 2007

SGMPL receives a proposal from ENV to undertake a site audit of the Property.

3 September 2007

SGMPL issues signed authorisation to ENV for commencement of the scope of work
under the terms and conditions detailed in the proposal dated August 2007.

4 September 2007

SGMPL receives a revised proposal from ENV for the Property

13 September 2007

SGMPL receives information from PMdR concerning the status of rezoning/structure

plan for OneSteel site and includes the following —

i Metropolitan Region Scheme Amendment (MRS) is due to be finalised on 19
September 2007

ii. The current structure plan for OneSteel has been approved by the City of
Fremantle and awaits adoption from WAPC. Discussions with the officer of the
WAPC indicate that adoption of the plan is envisaged to take 3-6 months.

10 October 2007

SGMPL receives notice from the WAPC of the outcome of the Metropolitan Region
Scheme Amendment Hearing for South West Districts Omnibus (No.6)
The WAPC recommended that the amendment proceed but with modifications

15 October 2007

SGMPL receives from Jones Lang LaSalle information regarding the valuation of the
Property with the current market value to be $62,000,000 GST inclusive.

16 October 2007

SGMPL receives a Variation for Contract of Sale of Land from the Seller which details
that —

i SGMPL agrees to pay an extra $281,095.89 on settlement. If settlement
occurs before the agreed settlement date of 9 November 2007, the amount
will be reduced by $14,054.79 per day.

ii. The purchase price to be amended to $61,000,000 and is sold as a going
concern.

8 November 2007

SGMPL receives a Business Pack Certificate of Currency Schedule from its insurer
Allianz Australia Insurance Limited.

SGMPL receives a Business Letter of Offer from NAB subject to terms and conditions
outlined in the letter.

9 November 2007

SGMPL receives from NAB an estimate of disbursements with a new Bill Drawn down

with face value of $29,465,000 out to 30 June 2008 for a fixed rate of 7.46% p.a

(indicative).

= Net proceeds of $28,070,317 and net proceeds as per settlement statement of
$27,078,720 at a difference of $749,700 is to be credited to the Mosman Park
Account and will be progressively drawn.

= A shortfall of $45,557 is required to cover SGMPL from working capital reserves.

SGMPL receives a tax invoice for disbursements to the total of $11,278.91.

13 November 2007

SGMPL receives from Mendelawitz Morton confirmation that settlement regarding the

purchase of the Property was effected on 9 November 2007.

=  Certificate of Title issued to NAB in due course.

=  Confirms that council and water rates for the 2007/2008 financial year have been
paid in full.

7 December 2007

SGMPL receives from Mendelawitz Morton a copy of the Certificate of Title showing
SGMPL as the registered proprietor of the Property.
=  Certificate of Title to be held by NAB for the duration of the mortgage.

8 December 2007

SGMPL receives from NAB confirmation of settlement of the Property in accordance with
the terms of SGMPL's instructions on 9 November 2007, with a total of $29,465,000
obtained in settlement funds.

= Total of Bank Fees: $170,490

= Total of Bill Details: $1,719,254.07

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

8 December 2009 Page 17



Date
14 January 2008

Event

SGMPL makes submissions to the City of Fremantle on the proposed Structure Plan for
Lots 16,18,19,315 of the Property.

28 January 2008

SGMPL informs NAB on SGMPL’s preparation of the Comprehensive Structure Plan for

the Property (formerly OneSteel Site) and the current status on the necessary plans and

graphics for the submission.

= City of Fremantle has employed a Consultant to undertake a study and prepare a
Report for Council’'s consideration and has advised a timeline of the study to be
approximately 8 weeks and consultation with land owners is likely to occur in mid
February.

= City's assessment process will take in the order of four months from start to
completion.

The proposed Comprehensive Structure Plan will then be submitted to the WAPC for

approval.

31 January 2008

SGMPL receives from ENV Australia an update on cost variations up to January 30

2008.

= The original fee proposal for a detailed environmental investigation of the Property
was for $41,000, and certain site conditions and constraints were difficult to foretell
and hence not included in the initial budget estimate.

*=  The total fee for variations to 30 January 2008 is $17,880.

= Total agreed therefore $51,880.

26 February 2008

SGMPL lodges a Change to Company Details form detailing the cessation of
Christopher Suan as Company Director.

28 February 2008

SGMPL receives a quote from Estill & Associates regarding the cost of a door to door
survey of Mosman Park residents to be an estimated total of $45,900.

12 March 2008

SGMPL provides NAB with updated information concerning the progress of the

Proposed Structure Plan and the City of Fremantle’s current review of the submission

made on 29 February 2008, with a report to be presented to Council at the end of March

2008.

=  Following the consent from Council, the proposed Structure Plan will be advertised
for a period of not less than 21 days.

=  Following the close of advertising, the Council will be required to determine whether
or not to adopt the proposed Structure Plan with or without modifications.

=  The Plan will then be forwarded to the WAPC for endorsement.

25 March 2008

SGMPL receives advice from the City of Fremantle concerning the determination of
Planning Approval and SGMPL's request for advertising of the Structure Plan. The City
informs SGMPL that the matter is to be resolved at the Ordinary Meeting of Council on
26 March 2008

27 June 2008

SGMPL meets with City of Fremantle to discuss —

i the adjoining McCabe Street Structure Plan

ii. the connection between OneSteele Site and adjoining land
iii. height study

iv. SAS 8 Story Proposal

9 July 2008

SGMPL receives feedback from Greg Rowe & Associates regarding the meeting with the

City of Fremantle on 27 June 2008. SGMPL is directed as follows —

= The proposed Structure Plan, with its current building configuration and proposed
height, will not be supported by the City of Fremantle and would be unlikely to be
supported by the SAT in light of the views expressed by Council and the number of
submissions received during advertising.

= In order to obtain approval, it is necessary for SGMPL to revisit the proposal and
consider the recommendations contained within the Height Study.

SGMPL provides NAB with an update concerning the progress of the proposed Structure
Plan —

= The Plan was advertised for a period of 35 days, closing on 12 April 2008.

=  The height study was finalised and presented to Council at its meeting on 25 June
2008 and resolved to undertake additional investigations which will be presented at
its meeting scheduled for the end of July 2008.

= SGMPL is to consider modifications for the building height and location/placement
and intend to present a report to Council at its August round

25 August 2008

SGMPL provides NAB with an update concerning the progress of the proposed Structure

Plan —

= Council of City of Fremantle completed its investigations concerning the Height
Study on 23 July 2008 and a subsequent report was presented to Council
recommending that a Local Planning Policy be prepared on the basis of the Height
Study.

= City of Fremantle is accordingly progressing the preparation of this Planning Policy
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Date

Event

= SGMPL has prepared and lodged with the State Administrative Tribunal an
Application or Review (Appeal) in respect of the Structure Plan proposal and lodged
on 31 July 2008.

=  The Application for Review was heard on 15 August 2008 and was referred to a Full
Hearing to be heard on 9 December 2008.

9 October 2008

SGMPL receives correspondence from the City of Fremantle concerning the Draft Local

Planning Policy 3.11 — Height of New Buildings.

= Council adopted the draft Policy on 24 September 2008 for the purpose of
advertising for public submissions.

5 November 2008

SGMPL provides NAB with an update concerning the progress of the proposed Structure
Plan.

7 November 2008

SGMPL receives from Hardy Bowen Lawyers information concerning the revised

Structure Plan and whether the City of Fremantle would accept the substituted plan as a

permissible variation of the existing plan before the Tribunal.

= The plan is not accepted as a permissible variation but the City agrees to mediate
on that basis.

13 November 2008

SGMPL responds to the City of Fremantle’s Draft on the Local Planning Policy 3.11 —

Height of New Buildings.

= SGMPL does not support the height standards proposed under draft Policy and
argue that they are not based on sound and rationale planning principles and
therefore should not be supported.

16 December 2008

SGMPL is informed that after hearing evidence and closing submissions the Tribunal
reserves its decision and the following issues were addressed —

=  The role of the Height Study

=  Present position of the Draft Height Policy

=  The issue of visual amenity

=  The realisation by the proponents of the McCabe Street joint venture structure plan

30 January 2009

SGMPL receives a Letter of Non-Waiver from NAB confirming that the contractual
obligations under SGMPL'’s facility, pursuant to the Business Letter of Offer, have not
been complied with —

i Formal written evidence of support from City of Fremantle with respect to the
development of the Property to be held no later than 30 June 2008 (extended to
December 2008);

ii. Formal written evidence of WAPC endorsement with respect to the Property to
be held by no later than 30 December 2008.

NAB requires SGMPL to provide a valuation of the Property no later than 28 February 2009.

2 February 2009

SGMPL receives an environmental update for the Property from ENV.

= ENV’'s response to the Auditor's comments on the environmental detailed site
investigation were submitted to the Auditor on 29 October 2008.

= ENV has prepared an environmental site management plan (SMP) detailing the
remediation processes to be undertaken at the site. SMP has been submitted to the
Auditor and is awaiting feedback.

9 February 2009

SGMPL receives information from the City of Fremantle regarding the Council and its

failure to formally adopt a position concerning a preferred density for any future

residential or mixed use redevelopment of the Property.

= The Property is zoned Development Zone under the City’s Local Planning Scheme
No.4 with a requirement for a structure plan to be adopted to guide future
subdivision/development.

= 25 June 2008 Council resolved that it would support the principle of residential
redevelopment in an appropriate built form at a density of up to R80 to a proposed
development on an adjoining site on McCabe Street

= 27 August 2008 Council accepted a report prepared by City officers setting out
recommended grounds on which to oppose the structure plan for the site prepared
on behave of SGMPL in the Tribunal proceedings, which failed to mention
residential density, notwithstanding the report referred to the density of development
as being approximately R60.

20 March 2009

SGMPL receives from Mendelawitz Morton the final settlement statement for the
Property for the total amount of $64,838,253.14.

7 May 2009

SGMPL receives from NAB a Bills Acceptance/Discount (Floating/Fixed) facility (the
Facility) pursuant to a banking facilities letter of offer dated 8 November 2007.

The Facility is secured by the following securities —

i First Registered Fixed and Floating Charge over SGMPL; and
ii. Registered Mortgage over the Property

SGMPL must provide NAB with a duly executed copy of this letter of variation before 8 May
2009 to signify SGMPL’s acknowledgement, confirmation and agreement with the terms set

Section 439A(4)(a) Report by Administrators 8 December 2009 Page 19



Date Event
out in the letter.

8 May 2009 e SGMPL provides information to KordaMentha concerning Andrew Bruce.

15 May 2009 e SGMPL receives notice from DBZ that Raymond Chan is to be nominated as the
additional representative in accordance with clause 13 of the Agreement.

4 June 2009 e SGMPL receives a Facility letter from NAB pursuant to a banking facilities letter of offer

dated 8 November 2007.
The Facility is secured by the following securities —
i First Registered Fixed and Floating Charge over SGMPL; and
ii. Registered Mortgage over the Property
SGMPL must provide NAB with a duly executed copy of this letter of variation before 5 June
2009 to signify SGMPL’s acknowledgement, confirmation and agreement with the terms set
out in the letter.
30 June 2009 e SGMPL receives from Town Planning and Urban Design a fee proposal for the
preparation and lodgement of a structure plan for the Property.
= TPG estimates that the total costs for Stage One of pre lodgement services would
be based on the hourly rates stipulated in the attached Terms of Agreements and
anticipate that it will not exceed ten hours.
= TPG estimates that the total fee for Stage Two, to prepare a structure plan report
and guidelines, is therefore $22,500 including GST.
= Stage Three will be undertaken on an hourly basis on the rates stipulated in the
attached Terms of Agreement.
= TPG were to prepare a Structure Plan comprising 233 apartments that conformed
with the previously approved City of Fremantle Height Policy.

20 August 2009 e SGMPL receives from Ralph Beattie Bosworth Pty Ltd an estimate of current
construction costs for the OneSteel Apartments project totalling $254,870,000.
24 August 2009 e The City of Fremantle contacts TPG in relation to the Structure Plan received by the City

on 31 July 2009.

=  Advises that on 26 August 2009 the Structure Plan will be considered for advertising
purposes at the Ordinary Meeting of Council.

= A review of information provided to the City concerning Appendix 2 require
clarification in order for the proposed Plan to be submitted to the public for
consideration.

16 October 2009 e SGMPL receives information from NAB regarding the Preparation of Grace Letters for
June/July/August 2009 that Mallesons Stephen Jacques have issued a tax invoice for
legal services associated with the Preparation of Security Documents.
=  NAB will pay $15,009.22 being the sum of the attached invoice issued by Mallesons

Stephen Jacques to the Bank.
= The total sum of $13,985.86 was debited to SGMPL for payment on 16 October
2009.

11 November 2009 e The directors of the Company resolved to appoint Andrew Saker, Darren Weaver and
Martin Jones and joint and several Administrators pursuant to Section 436A of the
Corporations Act.

13 November 2009 e The directors of SGMPL resolved to appoint Martin Jones as Administrator pursuant to
Section 436A of the Corporations Act.

16 November 2009 e The NAB exercises their security and appointed Mark Mentha and Brian McMaster as
Joint and Several Receivers and Managers of SGMPL.

We have also considered and analysed the updates that were provided to shareholders in relation to the
Mosman Park project and have summarised them below:

Anticipated Date - Per Shareholder Updates

Prospectus -
1/5/07 Autumn 2007 Spring 2007 Winter 2008 3rd Qtr 2008  1st Qtr 2009  September 2009

Full Subscription 15/07/2007

Settlement of Property 31/08/2007 Aug-07 Aug-07

new structure plan Mid 2008 Early 2009

Pre-sales Commence End 2008

Completion of construction July 05 Commence Dec 09

Completion of project July 05 2009 - 2013 2009 - 2013 2013

SAT Appeal heard Dec-08

SAT Decision handed down Feb-09 Refused
New valuation Mar-09

Section 439A(4)(a) Report by Administrators 8 December 2009 Page 20



7.5.1 Application of Funds

We have attempted to provide a reconciliation of funds derived from both audited financials and management
payment reconciliations. A summary of that reconciliation appears below:

Receipts and Payments (%)

Receipts

Net proceeds from share issues 23,536,350

Interest received 478,595

24,014,945

Payments

Investment in SGMPL (22,246,566)

Other (1,412)

Supplier Payments (118,653)
(22,366,631)

Closing Cash at Bank 11 November 09 1,648,314

In respect of the above, we make the following comments:
o Approximately $23M was raised from shareholders for the purposes of distributing those funds to SGMPL;
e The Company derived interest from its cash at bank;

e The Company capitalised payments in respect of project management fees and commissio