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Definitions and abbreviations 

In this Report, unless otherwise provided, please refer to the following definitions and abbreviations: 

 

Term Definition 

administrations External administrations of Group entities 

Appointees External administrator appointed to Group entities 

AUD$ Australian Dollar 

CAIL Capitalcorp Alpha Investments Limited (In Liquidation) 

CIIL Capitalcorp International Investments Limited (In Liquidation) 

CIUK Capitalcorp Investments (UK) (In Liquidation) 

COI The Committee of Inspection  

CSPL Capitalcorp Securities Pty Limited (In Liquidation) 

EAL Equiticorp Australia Limited (In Liquidation) 

EFHL Equiticorp Finance Holdings Limited (In Liquidation with Scheme Administrator Appointed) 

EHL Equiticorp Holdings Limited (In Statutory Management) 

EIAL Equiticorp Investments (Australia) Limited (In Liquidation) 

Equiticorp BV Equiticorp Netherlands BV 

ETL Equiticorp Tasman Limited (In Liquidation)  

Group Entities in which Equiticorp International Plc had an interest 

Liquidators Barry Kogan and Joseph Hayes 

NZ New Zealand 

remaining entities Group entities which have not been deregistered 

Sowani Sowani (No.2) Pty Limited (In Liquidation) 

  

  

  



 

 160705 Report to Creditors - MASTER 2 

Contents 

 
Annexures............................................................................................................................................................................................................................................ 2 

 Executive summary ........................................................................................................................................................................................................ 3 1

 Background ....................................................................................................................................................................................................................... 5 2

 Matters delaying finalisation .................................................................................................................................................................................... 5 2.1

 Entities subject to our control ................................................................................................................................................................................. 5 2.2

 Mandate from creditors to conduct initial investigations ......................................................................................................................... 6 2.3

 Initial investigations undertaken to date ........................................................................................................................................................... 6 2.4

 Group structure ............................................................................................................................................................................................................... 8 3

 Assets of the Group ...................................................................................................................................................................................................... 9 4

 Tangible assets ................................................................................................................................................................................................................ 9 4.1

 Cash held ........................................................................................................................................................................................................................... 9 4.2

 Intercompany claims .................................................................................................................................................................................................... 9 4.3

 Entities subject to our control .............................................................................................................................................................................. 11 5

 Equiticorp Australia Limited (In Liquidation) (“EAL”) ................................................................................................................................. 11 5.1

 Equiticorp Tasman Limited (In Liquidation) (“ETL”) .................................................................................................................................... 13 5.2

 Equiticorp Investments (Australia) Limited (In Liquidation) (“EIAL”) .................................................................................................. 14 5.3

 Capitalcorp Securities Pty Limited (In Liquidation) (“CSPL”) .................................................................................................................. 15 5.4

 Capitalcorp Alpha Investments Limited (In Liquidation) (“CAIL”) ........................................................................................................ 16 5.5

 Capitalcorp International Investments Limited (In Liquidation) (“CIIL”) ........................................................................................... 17 5.6

 Sowani (No. 2) Pty Limited (in Liquidation) (“Sowani”) ............................................................................................................................ 18 5.7

 Next steps ....................................................................................................................................................................................................................... 19 6

 Potential courses of actions .................................................................................................................................................................................. 19 6.1

 Strategy for finalisation ............................................................................................................................................................................................ 19 6.2

 Critical matters / considerations.......................................................................................................................................................................... 19 6.3

 Liquidators’ remuneration....................................................................................................................................................................................... 21 7

 Costs incurred to date .............................................................................................................................................................................................. 21 7.1

 Additional request ...................................................................................................................................................................................................... 21 7.2

 Further meeting of creditors ................................................................................................................................................................................. 22 8

 Further information .................................................................................................................................................................................................... 23 9

 

Annexures 
A Summary of Group entities 

B Detailed diagram of ‘continuum’ 

C Liquidators remuneration: Investigations 

D Liquidators remuneration: EAL 

E Liquidators remuneration: ETL  

F Form 125 - Notice convening creditors meeting 

G Form 125 - Notice convening Committee of Inspection meeting 

H Form 128 - Proxy Form: EAL 

I Form 128 – Proxy Form: ETL 

J Form 131 – Proof of Debt: ETL  



 

 160705 Report to Creditors - MASTER 3 

 Executive summary 1

Background 

 Equiticorp International Plc and its subsidiaries (“the Group”) operated as a listed investment conglomerate with a 

complicated group structure and diversified investments in businesses across the world. 

 At the time of its collapse in 1989, the Group comprised of more than 200 subsidiary and investment entities in nine 

international jurisdictions.   

 As a result of the collapse, various external administrators were appointed to different entities within the Group 

(representing the interests of distinct creditor groups) in each jurisdiction (“Appointees”). 

 There is a level of ‘circularity’ to the creditor/debtor position within the remaining entities such that dividends paid to 

related parties eventually return to the entity making the distribution, albeit diluted by leakages across the distribution 

‘continuum’. 

 Accordingly, the administrations of a number of remaining entities cannot be finalised until the administrations of the 

various related entities have paid final distributions. 

 The various external administrators have retained funds as a contingency for costs, tax liabilities and various other 

expenses pending finalisation of the administrations (which is likely to take a number of years absent an alternative 

strategy being adopted). 

 Given the various jurisdictions and the length of time since the collapse of the Group, no single Appointee had a clear 

understanding of the wider Group and the impact that the funds flow in other areas/jurisdictions may ultimately have 

on the entities we are appointed over. This has (in part) prevented the distribution of final contingency monies to 

creditors. 

 Barry Kogan and Joseph Hayes are Liquidators of seven companies within the Group and control c.AUD$16 million in 

cash. 

Mandate from creditors to conduct initial investigation 

 Having regard to the above landscape, we sought directions from creditors of the two most significant entities under 

our control, being EAL (which holds circa AUD$8.8 million) and ETL (which holds circa AUD$3.1 million), as to whether 

creditors saw merit in investigations being undertaken to determine if there was a structured manner in which the 

Group could be rationalised. 

 It was recognised that although there would be an upfront expense in the way of Liquidators’ remuneration, legal fees 

and tax advice, if a strategy was implemented to wind down the Group, this would ultimately accelerate the dividend 

to creditors, resulting in an earlier conclusion of the liquidations and reduced overall costs.  

 At meetings of the Committee of Inspection of EAL and creditors of ETL, the Liquidators were directed to take steps to 

investigate the options available to finalise the liquidations, including liaising with Appointees of related entities to 

determine a strategy to finalise the liquidations. 

 Liquidators’ remuneration of $250,000 (excluding GST) was approved to do a ‘base level’ of work, and as at 13 May 

2016, we have incurred $160,895 (excluding GST) in respect of this work. 

Investigations carried out to date 

 In order to gather the information necessary to understand the current Group structure and debtor/creditor/ 

shareholder relationships (and ultimately the flow of funds), we wrote to Appointees in other jurisdictions requesting 

information, and supplemented this information by conducting statutory searches in respect of the 200 plus entities in 

each of the nine jurisdictions in which the Group operated.  

 Using the information compiled from the other Appointees, and from the searches carried out, we were able to 

recreate a Group structure as at 31 December 2015. 

 Based on our investigations, we have determined the assets of the remaining entities are predominantly cash and 

claims against related parties and there was an equivalent of approximately AUD$37.0 million in funds (in addition to 

various unrealised assets) within the Group as at 31 December 2015. The major unrealised asset is a property in 

Malaysia, however we have been advised that the realisation of this asset will have no impact on the liquidations of 

ETL or EAL. 

 Based on information provided by the various Appointees, we have confirmed there are a number of intra-group 

claims, which result in a high level of circularity i.e. where a debtor entity pays a distribution to a related party creditor 
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and then receives that distribution back (albeit diluted) from a different related entity (i.e. its debtor), with (from 

ETL/EAL’s perspective), twelve entities forming part of this circular continuum. 

 While some of the amounts to be distributed between Group entities may be relatively small in quantum, the 

complexity of the flow of funds means that completion of even one iteration of dividend payments involves a passing 

through a large number of entities. 

 In this regard, even if each appointee were to make a distribution within two to three months of receiving a 

distribution (after allowing for statutory notice and adjudication periods), we estimate a single cycle/iteration of the 

‘continuum’ could take approximately two to three years to complete. Accordingly, we recommend that a strategic and 

coordinated approach with other Appointees would accelerate the finalisation timetable (and release of funds held).  

Next steps 

 To finalise the administration of the entities within the ‘continuum’ (and release the remaining funds to creditors), the 

‘continuum’ needs to be broken. 

 The default position would be for a chain of consecutive distributions to be made to a point where debtor entities 

make final distributions to creditors, which would break the ‘continuum’. 

 The alternative would be for the Appointees to intervene so the ‘continuum’ may be broken in another way (eg 

settlement agreements between Group entities). 

 We propose the following further investigations be undertaken in this regard (“Phase 2”): 

 Explore various specific options as well as follow up missing or conflicting information that we have 

received to date; 

 Design a financial model to simulate the movement of funds around the Group under various scenarios 

to determine the financial outcome for ETL and EAL creditors; 

 Determine timing and critical path for future specific actions and distributions;  and 

 Report to creditors on Phase 2 of the investigations, providing them with details of the work we have 

carried out, the proposed methods of finalisation and critical path, along with views on the timing and 

quantum of future distributions. 

 We anticipate these additional investigations will take approximately three months to complete, following which time a 

further report to creditors will be issued. 

Creditor and Committee of Inspection meetings 

 Concurrent meetings of ETL creditors and the EAL Committee of Inspection have been convened for 11 August 2016 

to be held at the McGrathNicol offices, Level 12, 20 Martin Place, Sydney NSW 2000 at 2.00pm AEST. Teleconference 

facilities will also be available. 

 The purpose of the meetings will be to: 

1. Report to creditors on the findings of our initial investigations as set out in the Liquidators’ Report to 

Creditors dated 11 August 2016; 

2. Outline the further investigations required to determine options available to distribute remaining monies and 

finalise the liquidations; 

3. Consider, and if thought fit, direct the Liquidators to undertake further investigations as outlined in the 

Report to creditors dated 11 August 2016; 

4. Consider, and if thought fit, approve the Liquidators’ further remuneration as set out in the Liquidators’ 

Report to Creditors dated 11 August 2016; and 

5. Discuss any other business. 
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 Background 2

 Equiticorp International Plc and its subsidiaries (“the Group”) operated as a listed investment conglomerate with a 

complicated group structure and diversified investments in businesses across the world. 

 As at the time of its collapse in 1989, the Group comprised of more than 200 subsidiary and investment entities in 

nine international jurisdictions.   

 As a result of the collapse, various external administrators were appointed to different entities within the Group 

(representing the interests of distinct creditor groups) in each jurisdiction (“Appointees”). 

 Since its collapse, entities within the Group have progressively been deregistered. Given the time since the Group’s 

collapse and the uncertainty around future recoveries from related parties at the time, a number of entities were 

prematurely deregistered and have subsequently been reinstated (to allow funds to be passed on to their proper 

beneficiaries). 

 The balance of entities which have not been deregistered (or have been reinstated) remain subject to various forms of 

external administration or are controlled by related parties (“remaining entities”).  

 Early in the administrations, efforts were focussed on realising interests in non-wholly owned operating entities and 

tangible assets (e.g. property holdings) as well as pursuing claims against unrelated third parties.  In later years, there 

was significant intragroup litigation to determine the allocation of recoveries to specific entities. More recently, the 

focus of the administrations has largely been limited to receipt of distributions from related parties and distributing 

funds. 

 Based on our investigations, we understand that all litigation has been finalised, realisable assets have been sold and 

the primary assets remaining are cash and intragroup claims (with the exception of a property located in Malaysia the 

sale of which only appears to impact creditors of a New Zealand entity, Equiticorp Holdings Limited – refer section 4.1 

of this report for more information). 

 Matters delaying finalisation  2.1

 The administrations of a number of remaining entities cannot be finalised until the administrations of the various 

related entities have paid final distributions. 

 Having regard to the number of entities, jurisdictions and Appointees involved, it is difficult for any one Appointee to 

have a clear understanding of the remaining structure and the current status of each remaining entity.  This is due to 

parties being independent and primarily concerned with the entities they control or have a direct relationship with (i.e. 

visibility is generally one layer above or below the entities under their control). 

 We were aware of a level of ‘circularity’ to the creditor/debtor position within the remaining entities such that 

dividends paid to related parties eventually return to the entity making the distribution, albeit diluted by leakages 

across the distribution ‘continuum’. More details are provided in section 4.3. 

 In a number of cases, Appointees hold significant provisions to cover costs (and tax related obligations) which cannot 

be released until such time as the administrations are reaching finalisation.  These provisions represent a material sum 

relative to future expected returns to creditors.   

 Entities subject to our control 2.2

 My partner, Joseph Hayes, and I are the Court appointed Liquidators of seven remaining Equiticorp Group entities 

incorporated in Australia: 

 Equiticorp Australia Limited (In Liquidation); 

 Equiticorp Tasman Limited (In Liquidation); 

 Equiticorp Investments (Australia) Limited (In Liquidation); 

 Sowani (No. 2) Pty Limited (In Liquidation); 

 Capitalcorp Securities Pty Limited (In Liquidation); 

 Capitalcorp Alpha Investments Limited (In Liquidation); and 

 Capitalcorp International Investments Limited (In Liquidation). 
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 Mandate from creditors to conduct initial investigations 2.3

 Having regard to the number of entities, jurisdictions and Appointees involved, it is inherently difficult for any one 

Appointee to have a clear understanding of the remaining structure and the current status of each entity.  This is due 

to parties being independent and primarily concerned with the entities they control or have a direct relationship with 

and having limited access to further information. 

 Accordingly, we sought directions from creditors of the two most significant entities under our control (also being the 

entities with the highest cash holdings), EAL and ETL, as to whether creditors saw merit in investigations being 

undertaken to determine if there was a structured approach for the Group to be rationalised. 

 In order to outline the initial steps that the Liquidators proposed to take in order to gather sufficient information to 

determine the best course of action to finalise the liquidations, meetings of the Committee of Inspection of EAL and 

creditors of ETL were convened on 11 December 2015 and 27 January 2016 respectively. 

 The following resolution was unanimously passed at both meetings: 

“That the Liquidators be directed to take steps to investigate the options available to finalise the liquidation, 

including liaising with Appointees of related entities to determine a strategy to finalise the liquidation”. 

 The Committee of Inspection (“COI”) of EAL and the creditors of ETL unanimously resolved that the cost of 

undertaking this initial scope of works be split equally between ETL and EAL. 

 The following resolution was passed at both meetings: 

“That the Liquidators be authorised to draw future remuneration as and when incurred, calculated in accordance 

with McGrathNicol standard hourly rates at a sum equal to the cost of time spent by the Liquidators, their 

partners and staff, up to a limit of $125,000 exclusive of GST, be hereby approved”. 

 The combined future remuneration approved at these meetings in respect of the Liquidators’ initial investigations as to 

the rationalisation process was $250,000 (exclusive of GST). 

 Initial investigations undertaken to date 2.4

 The Liquidators had a level of understanding of the financial position of certain Group entities prior to undertaking 

their investigation. However, this was largely limited to those entities which had a “direct line” relationship with the 

entities we are appointed over.  

 Given the various jurisdictions and the length of time since the collapse of the Group, the Liquidators had no clear 

oversight of the wider Group and the impact that the funds flow in other areas/jurisdictions may ultimately have on 

the entities we are appointed over. 

 Based on discussions with Appointees of other Group entities, it was established that no complete and current Group 

structure existed. 

 As mentioned above, there are a large number of intercompany loans within the wider Group, and accordingly a 

degree of circularity exists when funds flow around the Group. This has contributed to the length of time the entities 

had been under the control of the Appointees following realisation of all tangible assets. 

 Contact with other Appointees 2.4.1

 In order to gather the information necessary to understand the current Group structure and debtor/creditor/ 

shareholder relationships (and ultimately the flow of funds), we wrote to Appointees in the following jurisdictions: 

– Australia; 

– Netherlands; 

– Hong Kong; 

– New Zealand; and 

– United Kingdom. 

 This correspondence included an information request in respect of entities under their control, including: 

– Country in which the entities were incorporated;  

– Administration status/appointment type; 

– Date of appointment;  



 

 160705 Report to Creditors - MASTER 7 

– Name of Appointees;  

– Known shareholders of the entity; 

– Known equity interests in other entities; 

– List of admitted creditors and amounts; 

– Details of claims against Group entities and admitted amounts; 

– Distributions made to date (number, value and rate of distribution);  

– Cash at bank as at 31 December 2015; 

– Details of any tangible assets held by the entity (including estimated realisable value); and 

– Details of any matters holding up the finalisation of the administration (other than awaiting distribution 

from Group entities). 

 Following various discussions, Appointees obliged in providing a response and the requested information however, 

detailed information was not provided by the statutory managers of certain New Zealand entities, who instead advised 

they had no related party creditors and accordingly, their distributions would not impact other entities within the 

Group. 

 Statutory information 2.4.2

 To supplement the information provided by the Administrators and ensure we had contacted all relevant parties, we 

determined it would be appropriate to conduct statutory searches in respect of each of the 200 plus entities in the 

nine jurisdictions in which the Group operated.  

 We engaged Baker & McKenzie to assist us with undertaking these searches where they were not publically available 

or in jurisdictions where this information was difficult to obtain.  

 This included conducting a search of each of the known entities based on the original Group structure available in 

1989 in order to confirm their jurisdiction and registration status and whether, if they were still incorporated, they 

were subject to external administration or were still owned by the Group. 

 Taxation advice 2.4.3

 We are conscious that each jurisdiction has its own taxation laws and certain actions or transactions (including non-

cash transactions) between Group entities may give rise to significant tax liabilities, or impact decisions that may be 

made in respect of the Group rationalisation.  

 Accordingly, we engaged Ernst & Young to provide us with high level tax advice to understand key tax considerations 

in developing a finalisation strategy.  

 This included advice as to the likely income tax implications of particular types of transactions contemplated, including 

in the following foreign jurisdictions where the Group has remaining entities: 

 Hong Kong; 

 Netherlands; 

 New Zealand; and 

 United Kingdom. 

 We note that small changes to tax treatment in various jurisdictions can have large financial implications within the 

Group. 

 Outcome 2.4.4

 Using the information compiled from the other Appointees, and from the searches carried out by Baker & McKenzie, 

we were able to recreate a Group structure as at 31 December 2015, showing the shareholder/subsidiary relationships 

between the entities, together with creditor/debtor relationships. 

 Where information provided by the searches, or the information we had on hand materially conflicted with information 

provided by the Appointees, further clarification was sought from the relevant Appointee. 
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 In order to determine the critical path for rationalisation of the Group, and the focus of any further investigations, we 

have sought to identify the flow of funds and the relevant entities that form the ‘continuum’ (with particular focus on 

EAL and ETL). Further information is provided in section 4.3 below. 

 Group structure 3

 A summary of each entity’s status is set out at Annexure A and key points regarding the Group follow below.  

 Based on a review of the books and records in our possession and other investigations, we have identified 210 entities 

which formed part of the Equiticorp Group. The status by jurisdiction is as follows: 

 

Status of Group entities as at 30 April 2016         

Country of Incorporation Registered  Deregistered 

No longer within 

Group 

Unable to verify 

status Total 

Australia  16   34   1   2   53  

China  -    -    -    1   1  

Cook Islands  1   1   -    1   3  

Hong Kong  6   6   -    -    12  

Liberia  -    2   -    2   4  

Netherlands  1   1   -    -    2  

New Zealand   11   96   4   8   119  

Singapore  -    -    1   -    1  

United Kingdom  2   9   2   -    13  

Unknown  -    2   -    -    2  

Total  37   151   8   14   210  

            

 By investigating the shareholding structure of each entity, we have established that there are eight entities which are 

no longer part of the Group. 

 We have been unable to verify the status of 14 entities based on the information at hand. 

 Of the 37 entities which remain registered and still within the Group, 34 are under the control of an external 

administrator as follows: 

 

Entities subject to external administration as at 30 April 2016 

Country of Incorporation  

Australia  16  

Cook Islands (administered by New Zealand)  1  

Hong Kong  3  

Netherlands  1  

New Zealand   11  

United Kingdom  2  

Total  34  

    

 We understand that the remaining three registered entities are incorporated in Hong Kong and are under direct 

control of the relevant Appointee in Hong Kong (albeit the Appointee is not their external Administrator). 
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 Assets of the Group 4

Based on our investigations, we have determined the assets of the remaining entities are predominantly cash and claims 

against related parties, with the only exception being Equiticorp Holdings Limited (In Statutory Management) (as detailed 

below). 

 Tangible assets  4.1

 The Statutory Managers of Equiticorp Holdings Limited (In Statutory Management) (“EHL”) have advised that EHL is a 

material creditor of a Malaysian company which owns a significant property (valued at circa AUD$75.0 million) which is 

yet to be realised (subject to ongoing litigation).   

 We understand that the timing of the sale of the property and the quantum of the ultimate distribution received by 

EHL will not have any bearing on the return to creditors of Group entities other than EHL, as we have been advised 

that EHL’s creditors are all external to the Group. 

 We are not aware of any entities within the Group with any other tangible assets still to be realised.  

 Cash held  4.2

 Based on the information provided by other Appointees, we understand that there was an equivalent of approximately 

AUD$37.0 million in funds within the Group as at 31 December 2015 (excluding the New Zealand entities under 

statutory management where we have been advised that are no funds will flow into the Group). 

 A breakdown of funds held by jurisdiction is provided below: 

 

Cash at Bank as at 31 December 2015     

 Country Local Currency 

Local currency 

amount AUD$ equivalent 

Australia AUD$ 20,304,220 20,304,220 

Hong Kong HKD 3,510,238 937,739 

Netherlands Euro 97,900 150,609 

New Zealand  NZD 1,587,723 1,311,884 

United Kingdom GBP 7,694,201 14,333,926 

Total   33,194,282 37,038,378 

 A more detailed breakdown of the amounts held by entity is attached at Annexure A. 

 Intercompany claims 4.3

 Based on information provided by the various Appointees, we understand there are a number of intra-group claims, 

which result in a high level of circularity i.e. where a debtor entity pays a distribution to a related party creditor and 

then receives that distribution back (albeit diluted) from another related entity (i.e. its debtor).  

 A consolidated simplified diagram illustrating the circularity is set out below:  

 

Netherlands
entity x1

New Zealand
entities x5

Australian
entities x4

Hong Kong
entities x2
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 Based on our investigations, twelve Group entities form part of the circular ‘continuum’: 

 

Entity name             Country of incorporation 

Capitalcorp Securities Pty Limited (In Liquidation) Australia 

Equiticorp Australia Limited (In Liquidation) Australia 

Equiticorp Tasman Limited (In Liquidation) Australia 

Equiticorp Investment (Australia) Limited (In Liquidation) Australia 

Capitalcorp International Limited (In Liquidation) Hong Kong 

Equiticorp Hong Kong Limited (In Liquidation) Hong Kong 

Capitalcorp Europe BV (Court Bankruptcy) Netherlands 

Equiticorp Industries Group Limited (In Liquidation) New Zealand 

Capitalcorp Holdings Limited (In Liquidation) New Zealand 

Feltrax Steel Limited (In Liquidation) New Zealand 

Equiticorp International Limited (In Liquidation) New Zealand 

Equiticorp Nominees Limited (In Liquidation) New Zealand 

 A more detailed diagram illustrating the involvement of each entity is included at Annexure B. 

 The balance of the remaining entities do not appear to form part of the identified ‘continuum’ and do not receive a 

return from distributions made by them (from the perspective of EAL and ETL). However, most of these entities remain 

registered to receive final distributions from various entities within the ‘continuum’, so are linked to this issue. 

 While some of the amounts to be distributed between Group entities might be small in quantum, the complexity of 

the flow of funds means that completion of even one iteration of dividend payments involves a passing through a 

large number of entities. Further detail is provided at section 5 of this report. 
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 Entities subject to our control 5

 This section of the report provides further detail on the various entities subject to our control. 

 Please note that we are providing detail on every remaining entity we control as we have had to ascertain the extent 

of the circularity and the amount of funds which would flow to both EAL and ETL. 

 Equiticorp Australia Limited (In Liquidation) (“EAL”) 5.1

 Assets 5.1.1

 As at 31 December 2015, EAL held cash at bank of circa AUD$8.8 million. EAL has no remaining tangible assets to be 

realised but has claims admitted against five Group entities subject to various forms of external administration, as 

follows: 

 

Debtors    

Entity 

% of total admitted creditors 

ranking for distribution 

Equiticorp Industries Group Limited  (In Liquidation) 15.21% 

Equiticorp Industries Limited (In Liquidation) 46.65% 

Equiticorp Nominees Limited (In Liquidation) 42.20% 

Feltrax Steel Limited (In Liquidation) 75.94% 

Capitalcorp Holdings Limited (In Liquidation) 25.07% 

 To date, approximately $91.7 million has been received by EAL from its debtors. 

 Distributions 5.1.2

 EAL has paid unsecured creditors $29.3 cents in the dollar to date by way of 8 interim dividends. $154.6 million has 

been distributed to date. 

 Of the amounts available for distribution by EAL, 85.52% will be remitted to parties outside the Group. The remaining 

14.48% will be distributed to the following eleven Group entities:  

 

Creditors   

Entity 

% of total admitted creditors 

ranking for distribution 

Equiticorp Finance Holdings Limited (In Liquidation) 4.58% 

Sowani No. 2 Pty Limited (In Liquidation) 3.79% 

Equiticorp Hong Kong Limited (In Liquidation) 3.41% 

Equiticorp Finance Limited (In Liquidation) 1.17% 

Equiticorp Tasman Limited (In Liquidation) 1.00% 

Equiticorp Holdings Limited (In Statutory Management) 0.29% 

Capitalcorp International Limited (In Liquidation) 0.08% 

Vincent Consultants Limited (formerly Equiticorp Consultants Ltd) 0.06% 

Avante Garde Finance Limited (In Liquidation) 0.05% 

Equiticorp Investments (Australia) Limited (In Liquidation) 0.04% 

Ararimu Holdings Limited (In Statutory Management) 0.01% 

 

 Continuum / circularity 5.1.3

 Based on our investigations, funds distributed by EAL are primarily sourced from five debtors based in New Zealand 

which, in turn, are funded by companies in Hong Kong and Holland that ultimately receive their funds from EAL, thus 

meaning that funds are trapped in a circular distribution pattern, (the ‘continuum’) whereby EAL eventually receives 

some of the money it has distributed back, albeit diluted. Overall, there are twelve related entities which make up the 

‘continuum’. A detailed diagram showing the flow of funds and the circularity is attached at Annexure B.  
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 Ownership structure 5.1.4

 EAL is a wholly owned subsidiary of Equiticorp Finance Group Limited which was deregistered on 25 July 2015.  
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 Equiticorp Tasman Limited (In Liquidation) (“ETL”) 5.2

 Assets 5.2.1

 As at 31 December 2015, ETL held cash at bank of circa AUD$3.1 million. ETL has no remaining tangible assets to be 

realised but has claims admitted against three Group entities subject to various forms of external administration, as 

follows: 

 

Debtors    

Entity 

% of total admitted creditors 

ranking for distribution 

Equiticorp Investments (Australia) Limited (In Liquidation) 100.00% 

Equiticorp Industries Group Limited (In Liquidation) 14.30% 

Equiticorp Australia Limited (In Liquidation) 1.00% 

 

 Distributions 5.2.2

 ETL has paid unsecured creditors 100 cents in the dollar (on amounts owing as at the date of Liquidation) and is 

making distributions to certain creditors in respect of post-liquidation interest. $98.6 million has been distributed to 

date. 

 Having regard to the varying rates of interest applicable to claims, relative creditor make up is subject to change 

depending on the date distributions are made. 

 Based on the last distribution made by ETL, 74.28% was remitted to parties outside the Group. The remaining 25.72% 

was distributed to Capitalcorp Holdings Limited (In Liquidation) (a Group entity registered in New Zealand). 

 Continuum / circularity 5.2.3

 Based on our investigations, funds distributed by ETL flow by way of the ‘continuum’ via twelve related entities before 

eventually returning to ETL via two Group entities (albeit significantly diluted). A detailed diagram showing the flow of 

funds and the circularity is attached at Annexure B. 

 Ownership structure 5.2.4

 ETL is owned by three Group entities:  

 Capitalcorp Holdings (Australia) Limited (39%), which was deregistered on 24 June 1993; 

 Equiticorp Investments (Australia) No 2 Limited (32%), which was deregistered on 4 March 1996; and  

 Equiticorp International Australia Limited (29%), which was deregistered on 5 December 2004.  
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 Equiticorp Investments (Australia) Limited (In Liquidation) (“EIAL”) 5.3

 Assets 5.3.1

 As at 31 December 2015, EIAL held cash at bank of circa AUD$1.7 million. EIAL has no remaining tangible assets to be 

realised but has claims admitted against two Group entities subject to various forms of external administration as 

follows: 

 

Debtors    

Entity 

% of total admitted creditors 

ranking for distribution 

Equiticorp Australia Limited (In Liquidation) 0.04% 

Capitalcorp Holdings Limited (In Liquidation) 29.23% 

 

 Distributions 5.3.2

 All amounts available for distribution by EIAL are distributed to ETL as the sole creditor entitled to a distribution. There 

are no external creditors. Circa AUD$56.4 million has been distributed by EIAL to ETL to date. 

 Continuum / circularity 5.3.3

 Based on our investigations, funds distributed by EIAL flow by way of the ‘continuum’ via twelve related entities before 

eventually returning to EIAL from EAL (albeit significantly diluted). A detailed diagram showing the flow of funds and 

the circularity is attached at Annexure B. 

 Ownership structure 5.3.4

 EIAL is a wholly owned subsidiary of Equiticorp Industries Group Limited (In Liquidation) which remains incorporated in 

New Zealand, which in turn is wholly owned by Equiticorp Holdings Limited (in Statutory Management) which remains 

incorporated in New Zealand.  
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 Capitalcorp Securities Pty Limited (In Liquidation) (“CSPL”) 5.4

 Assets 5.4.1

 As at 31 December 2015, CSPL held cash at bank of circa AUD$0.1 million. CSPL has no remaining tangible assets to 

be realised but has claims admitted against Capitalcorp Holdings Limited (In Liquidation) which represents 0.14% of 

claims admitted to rank for distribution. 

 Distributions 5.4.2

 CSPL was initially deregistered on 24 June 1993 and subsequently reinstated in June 2010.  There are no known 

creditors of CSPL and accordingly, all distributions will be paid to Equiticorp Tasman Limited (In Liquidation) as sole 

shareholder. 

 To date CSPL has not made any distributions to ETL. 

 Continuum / circularity 5.4.3

 Based on our investigations, funds distributed by CSPL flow to ETL, and more broadly through twelve related entities 

which make up the ‘continuum’ before eventually returning to CSPL (albeit diluted). A detailed diagram showing the 

flow of funds is attached at Annexure B.  

 Ownership structure 5.4.4

 CSPL is a wholly owned subsidiary of ETL which remains incorporated in Australia.  
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 Capitalcorp Alpha Investments Limited (In Liquidation) (“CAIL”) 5.5

 Assets 5.5.1

 As at 31 December 2015, CAIL held cash at bank of circa AUD$1.8 million. CAIL has no tangible assets to be realised 

but maintains a 15% shareholding in redeemable preference shares in Capitalcorp Investments (UK) (In Liquidation) 

(“CIUK”). CIUK has paid all its admitted creditors in full and given CAIL is the only fully paid redeemable preference 

shareholder, it is the entity entitled to any future returns from CIUK in partial reduction of paid-up capital.  

 Distributions 5.5.2

 CAIL was initially deregistered on 27 February 1992 and subsequently reinstated on 25 May 2010.  There are no known 

creditors of CAIL and accordingly, all distributions are made to Capitalcorp International Investments Limited (In 

Liquidation) (“CIIL”), as sole holder of preference and ordinary shares in CAIL. 

 CAIL has distributed circa AUD$6.7 million to CIIL to date. 

 Continuum / circularity 5.5.3

 Based on our investigations CAIL is dependent on final distributions being made by two entities within the ‘continuum’ 

(EAL and Equiticorp BV via CIUK). However, CAIL is not part of the ‘continuum’ as CAIL pays its distributions to CIIL 

only. CIIL has no known creditors therefore the ultimate beneficiary of these distributions is its shareholder, EHL. EHL 

does not have any Group creditors and all funds are distributed to parties outside the Group. 

 Ownership structure 5.5.4

 CAIL is a wholly owned subsidiary of CIIL which remains incorporated in Australia. 
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 Capitalcorp International Investments Limited (In Liquidation) (“CIIL”) 5.6

 Assets 5.6.1

 As at 31 December 2015, CIIL held cash at bank of circa AUD$0.1 million. CIIL has no tangible assets to be realised but 

maintains a 100% shareholding in CAIL. As a result, CIIL is the only entity entitled to any return from CAIL in partial 

reduction of paid-up capital.  

 Distributions 5.6.2

 CIIL was initially deregistered on 22 June 1992 and subsequently reinstated on 25 May 2010.  There are no known 

creditors of CIIL and accordingly, all distributions are made to EHL, as sole holder of preference shares in CIIL, in 

partial reduction of paid-up capital. 

 CIIL has distributed circa AUD$6.6 million to EHL to date. 

 Continuum / circularity 5.6.3

 Based on our investigations, CIIL is dependent on final distributions being made by three entities within the 

‘continuum’; (Equiticorp BV and EAL via CIUK and CAIL). However, no funds distributed by CIIL will return, as the 

ultimate beneficiary of these distributions, EHL does not have any Group creditors and all funds are distributed to 

parties outside the Group. 

 Ownership structure 5.6.4

 CIIL is a wholly owned subsidiary of EHL which remains incorporated in New Zealand. 
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 Sowani (No. 2) Pty Limited (in Liquidation) (“Sowani”) 5.7

 Assets 5.7.1

 As at 31 December 2015, Sowani held cash at bank of circa AUD$0.4 million. Sowani has no remaining tangible assets 

to be realised but maintains two direct claims in related entities which remain subject to various forms of external 

administration, as follows: 

 

Debtors    

Entity 

% of total admitted creditors 

ranking for distribution 

Capitalcorp Holdings Ltd (In Liquidation) 0.84% 

Equiticorp Australia Limited (In Liquidation) 3.79% 

 

 Distributions 5.7.2

 Of the amounts available for distribution by Sowani, only 0.02% will be remitted to parties outside the Group. The 

remaining 99.98% will be distributed to Equiticorp Finance Limited (In Liquidation) (“EFL”).  

 To date, Sowani has paid distributions totalling circa AUD$6.1 million. 

 Continuum / circularity 5.7.3

 Based on our investigations, Sowani is dependent on final distributions being made by two entities within the 

‘continuum’ (EAL and CHL). However, no funds distributed by Sowani are returned, as the ultimate beneficiary of these 

distributions, EFL, does not have any Group creditors and all funds are distributed to parties outside the Group. 

 Ownership structure 5.7.4

 Sowani is owned by: 

 Equiticorp Australia Limited - 50.1% 

 Garry Abrahams - 49.9% 
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 Next steps  6

 Potential courses of actions 6.1

 To finalise the administration of the entities within the ‘continuum’, the ‘continuum’ needs to be broken. 

 One approach to finalising the administrations is for distributions to progressively be made until such time as it 

becomes uncommercial to make further distributions, thus breaking the ‘continuum’ and enabling remaining entities 

to progressively be deregistered. This is the current (default) position. 

 Given there is a level of ‘circularity’ and the number of entities that form part of the ‘continuum’, adopting this 

approach is undesirable as it would take an extended period of time and involve significant costs. Additionally, 

progressive deregistration of remaining entities may give rise to adverse tax consequences for entities that remain in 

some jurisdictions (particularly in relation to carried forward income tax losses) which may reduce the amount 

ultimately available for creditors of remaining entities. 

 Alternatively, it may be possible for the ‘continuum’ to be broken by a range of “settlement” transactions and 

agreements between Group entities and their creditors (“Alternate approach”). This is likely to be complex, but we 

expect it will, ultimately accelerate the return to creditors of Group entities. 

 These transactions and agreements may include: 

– Pooling certain liquidations so relationships are consolidated/collapsed,  

– Accepting a fixed amount in ‘final settlement’ of certain claims entities may have against related entities; 

and 

– Assigning certain claims to individual creditors.  

 Strategy for finalisation  6.2

 In order to determine whether the Alternate approach is appropriate and to develop a strategy to finalise the 

administrations, further work is required in relation to intragroup relationships so that advice can be sought on specific 

tax and legal issues. 

 In the case of EAL and ETL, the COI and creditors respectively passed resolutions in favour of conducting initial 

investigations as to this approach. More information in relation to the mandate and our investigations to date is 

provided at section 2.3 and 2.4, respectively.  

 As part of these investigations, we have contacted each of the Appointees of the remaining entities in relation to the 

each of the entities under their control. 

 Our initial findings from our investigations to date are set out in section 5 in this report. 

 Critical matters / considerations 6.3

 The objective of our investigations is to accelerate and maximise the return to creditors and limit the leakage to tax 

authorities and other professional fees.  

 Timing 6.4

 As mentioned above, there are twelve entities involved in the ‘continuum’ identified. 

 On this basis, even if each Appointee were to make a distribution within two to three months of receiving a 

distribution (after allowing for statutory notice and adjudication periods), we estimate a single cycle/iteration of the 

‘continuum’ could take approximately two to three years. 

 Despite the number of parties involved and the agreements which will need to be sought, we anticipate that a 

strategic and coordinated approach would accelerate the finalisation timetable.  

 Cost  6.4.1

 Due to the number of entities involved, each Appointee needs to bear in mind the cost benefit of carrying out any 

proposed course of action, to ensure that it is in the best interest of the entities’ creditors. 

 These costs need to be considered against the expense of multiple distributions by Appointees of the remaining 

entities and the cost of undertaking statutory and administrative tasks until such time as the entity is deregistered 

(time value of money is also an important consideration). 
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 The major costs in undertaking further investigation are expected to fall into a number of categories: 

 Tax and legal costs in receiving advice in respect of the various options; 

 Appointees’ professional costs in considering the advice and potential options;  

 Appointees’ professional costs in agreeing a strategy for the finalisation the Group with other Appointees; 

 Legal costs in preparing documentation; and 

 Appointees’ professional costs in implementing the finalisation plan. 

 Legal 6.4.2

In determining what courses of action are available, consideration needs to be given to the legal ability to: 

 Sell/assign/set off debt or equity; 

 Forgive debts; and 

 Return/buy back equity in respect of entities within and outside the relevant jurisdiction. 

 Tax  6.4.3

The tax treatment of rationalisation options may be complicated. Both direct and indirect tax issues will need to be 

considered to determine the available courses of action, including: 

 Ownership within the Group and the registration status of various entities; 

 Clarification of debt; 

 Debt forgiveness rules;  

 Treatment of debt released or written off; 

 Returns to shareholders treated as dividends or returns of capital; 

 Capital gains tax; 

 Non-resident withholding tax; and 

 Stamp duty on the transfer/assignment. 

 Proposed next steps 6.4.4

 We propose the following further investigations be undertaken: 

 Explore various specific options as well as to follow up missing or conflicting information that we have 

received to date; 

 Design a financial model which would simulate the movement of funds around the Group under various 

options to determine the financial outcome; 

 Determine timing and critical path for future specific actions and distributions; and 

 Report to creditors on phase two of the investigations, providing them with details of the work we have 

carried out to date, the proposed methods of finalisation and critical path, along with estimates of timing 

and quantum of future distributions. 

 We anticipate these further investigations will take approximately three months to complete, which we would then 

report to creditors prior to Christmas 2016. 
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 Liquidators’ remuneration 7

 Costs incurred to date 7.1

 On 11 December 2015 and 27 January 2016, the Committee of Inspection and the Meeting of Creditors respectively 

approved our remuneration to be drawn as and when incurred to a limit of $250,000 (excl. GST), to be split equally 

between EAL and ETL.  

For the period 21 November 2015 to 13 May 2016, remuneration incurred totals $221,727 (excl. GST) for all aspects of the 

ETL and EAL liquidations. We note that $160,895 relates to investigation work (as set out in this report). A summary of the 

calculation of our remuneration and description of work performed is attached as Annexure C, D and E. 

  

 
 

 We intend to draw these fees in accordance with the approval provided by the EAL COI and ETL creditors. 

 Additional request 7.2

 At the forthcoming meetings of Committee of Inspection of EAL and creditors of ETL, I will seek approval for my 

additional future remuneration to be drawn as and when incurred to a limit of $200,000 (excl. GST), to be split equally 

between EAL and ETL.  

 This approval will be required in order to perform further investigations required to determine options available and 

make a recommendation as to the finalisation of the liquidations. 

 We propose to carry out the following tasks during “phase two” of this project: 

 Circulate aspects of this report and supporting documentation to the other Appointees in order to gain 

their buy-in to explore various specific options as well as to follow up missing or conflicting information 

that we have received to date; 

 Design a financial model which would simulate the movement of funds around the Group under various 

options; 

 Determine timing and critical path for future specific actions and distributions; and 

 Report to the Committee of Inspection and creditors on the second phase of our investigations, 

providing details of the work we have carried out to date, the proposed methods of finalisation and 

critical path, along with estimates of timing and quantum of future distributions. 

  

Liquidators remuneration to 13 May 2016

Project Hours $ Hours $ Hours $

Investigations 210 80,448 210 80,448 420 160,895

Other matters 82 36,050 55 24,782 137 60,832

Total 292 116,498 265 105,230 557 221,727

EAL ETL Total
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 Further meeting of creditors 8

I have convened meetings of Committee of Inspection of EAL and creditors of ETL for Thursday, 11 August 2016 

to be held at the offices of McGrathNicol, Level 12, 20 Martin Place, Sydney NSW at 2:00pm AEST.  

Given the matters to be addressed at the meetings will be largely consistent and there are a number of common 

creditors, I propose to hold these meetings concurrently. A resolution to that effect will be sought at the 

commencement of these meetings. 

The purpose of these meetings is to: 

1. report to creditors on the findings of our initial investigations as set out in this Report to Creditors; 

2. outline the further investigations required to determine options available and make a recommendation as 

to the finalisation of the liquidations; 

3. consider, and if thought fit, direct the Liquidators to take further steps to investigate the options available 

to finalise the liquidations; 

4. consider, and if thought fit, approve the Liquidators’ further remuneration as set out in this Report to 

Creditors; and 

5. discuss any other business. 

For the purpose of the meeting, I attach: 

 A statutory notice convening the meeting; 

 Proxy Form; and 

 Formal Proof of Debt Form (ETL only). 

Creditors wishing to attend and vote at the meeting are requested to complete and return the attached forms at 

least 24 hours prior to the meeting. Should a Proxy Form be submitted on behalf of an entity, it must be executed 

in accordance with the entity’s constitution. 

Facsimile copies will be accepted for the purposes of the meeting, provided that the original is subsequently 

received by mail. 

Teleconference facilities will be made available for any creditors wishing to attend by phone. Please contact Louise 

Mann on (02) 9338 2623 or lmann@mcgrathnicol.com at least 24 hours ahead of the meeting should you require 

teleconference details.  

 

 

  

mailto:lmann@mcgrathnicol.com
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 Further information 9

Should you have any queries in relation to this matter, please do not hesitate to contact Louise Mann of my staff 

on +61 2 9338 2623 or via email lmann@mcgrathnicol.com. 

 

Dated      18 July 2016 

 

 

Barry Kogan  

Joint and Several Liquidator  

  

 

Enclosures:  

A  Summary of Group entities 

B Detailed diagram of ‘continuum’ 

C Liquidators remuneration: Investigations Workstreams (EAL and ETL) 

D Liquidators remuneration: EAL 

E Liquidators remuneration: ETL  

F Form 125 - Notice convening creditors meeting: ETL 

G Form 125 - Notice convening Committee of Inspection meeting: EAL 

H Form 128 - Proxy Form: EAL 

I Form 128 – Proxy Form: ETL 

J Form 131 – Proof of Debt: ETL   
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