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Whitestone Mining Services Pty Ltd (In Liquidation) 
ACN 136 481 877 

(Whitestone or “the Company”) 

Report to Creditors 

 

We refer to:  

 the appointment of Rob Kirman and Rob Brauer as liquidators of Whitestone on 30 April 2019 (Liquidators) 
by order of the Federal Court of Australia;  

 our previous reports to creditors of Whitestone dated 29 July 2019 and 17 April 2020 (Prior Reports); and 

 your rights as a creditor in the liquidation of Whitestone. 

A meeting of creditors has been convened for Wednesday, 18 May 2022 at 11:00AM (AWST) in order to: 

 provide creditors with an update in relation to the progress and ongoing conduct of the liquidation; 

 provide an update regarding the estimated return to creditors and the likelihood of further distributions to 
creditors being paid in the liquidation;  

 consider and, if thought fit, approve a resolution allowing the Liquidators to enter into arrangements for a 
period longer than three months; 

 consider and, if thought fit, approve the Liquidators’ retrospective and prospective remuneration; and  

 provide an updated Declaration of Independence, Relevant Relationships and Indemnities (DIRRI) to reflect 
the Liquidators’ appointment to additional group members. 

This report should be read in conjunction with our Prior Reports.   

 Updated DIRRI 

On 17 April 2020, the Liquidators issued an updated DIRRI to reflect their appointment as liquidators of Investmet 
Limited.  Subsequently the Liquidators have been appointed to several additional members of the informal group 
being (i) Receivers of Michael Fotios Family Trusts (MFFT) and voluntary administrators of its trustee, Helios 
Corporation Pty Ltd (Helios), and (ii) provisional liquidators of Delta Resource Management Pty Ltd (Delta). 

In accordance with the Corporations Act 2001 (the Act) and the Australian Restructuring Insolvency and Turnaround 
Association (ARITA) Code of Professional Practice, the Liquidators have issued an updated DIRRI to reflect the 
above.  The updated DIRRI is enclosed herewith and has been published on McGrathNicol’s website.   

The Liquidators remain of the view that there are no real or perceived threats to their independence nor any reason 
that would preclude them from continuing in their role as liquidators of Whitestone. 
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 Work undertaken since previous update 

Per the Prior Reports, the Liquidators had fully realised the Company’s fleet of plant and equipment and share 
portfolio and resolved a number of preference payments identified as part of their investigations.  Some realisations 
had also been made from accounts receivable. 

Since the previous update to creditors, the Liquidators have: 

 Finalised their investigations into unfair preferential payments and resolved all claims identified; 

 Continued to liaise with outstanding accounts receivable and loan debtors to recover amounts due to the 
Company for the benefit of creditors, including securing repayment proposals from two major related party 
creditors, which provide for full repayment of the amounts owing over nine months (subject to certain 
creditor approvals as set out herein); 

 Liaised with the Trustee of the Director’s bankrupt estate regarding the Company’s insolvent trading claim 
against the Director and successfully had a claim of $3.1 million admitted to participate for dividend 
purposes.  A dividend from the bankrupt estate is expected by the Bankruptcy Trustees, however, the 
timing and quantum is uncertain, due to several complications resolving the bankrupt estate; 

 Finalised their investigations into the Company’s affairs, lodged a confidential report with ASIC regarding 
same and received ASIC’s advice that they do not intend to take any action at this stage; and 

 Reconciled and adjudicated the superannuation debt (and nominal interest and administration fees) owing 
to ATO in respect of former employees of the Company, which receive a priority to unsecured creditors, 
and declared and paid a dividend of 35.0 cents in the dollar ($204,161) regarding same. 

The main items requiring attention by the Liquidators is realising the balance of accounts receivable and loans due 
to the Company and monitoring the bankrupt estate and receiving a dividend on the admitted insolvent trading 
claim. 

 Update on realisations 

To date the Liquidators have made gross realisations of $1.2 million, which includes full realisation of Whitestone’s 
cash, share portfolio, plant and equipment and resolution of all unfair preferential payments.  Remaining assets and 
claims predominantly comprise accounts and loans receivable owing by related entities, the insolvent trading claim 
and a small volume of share options which are significantly out of the money. 

As detailed in the following table, future asset realisations are estimated between $1.1 and $1.3 million, with the 
main variable being the recovery from Redbank’s accounts receivables.  The Liquidators also expect a return from 
the insolvent trading claim, however, the timing and quantum of any return is uncertain.  

 

Summary of realisations

$000 (exc GST) Notes Book Value ROCAP Low High

Cash 3.1 21.0 20.8 11.7 11.7 11.7

Shares & options 3.1 5,468.9 332.5 492.2 492.2 492.2

Plant & equipment 3.1 232.1 571.0 239.8 239.8 239.8

Accounts Receivable 3.2 1,732.6 1,732.6 162.3 1,255.5 1,381.5

Loans Receivables 3.3 87.4 93.8  - 71.3 71.3

Unfair preferences 3.1 297.3 297.3 297.3

Insolvent trading 3.4  -  - uncertain

Total 7,541.9 2,750.7 1,203.3 2,367.8 2,493.9

Realised 
(Gross)

-------n/a-------

-------n/a-------

Total ERV
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 Realised assets and claims 

Whitestone’s cash, share portfolio and fleet of plant and equipment were fully realised in 2019.  Please refer to our 
Prior Reports for full particulars in this respect.  Since the Prior Reports, the Liquidators have resolved all unfair 
preference claims identified during their investigations.  Whilst there are some unrealised share options, these 
remain significantly out of the money and not expected to generate a return. 

 Accounts receivable 

As noted previously, Whitestone is owed circa $1.7 million by various related parties, predominantly for labour hire 
and drilling services. 

 
* Includes subsidiaries 

Notes: 

1. The Liquidators have had significant correspondence with Horseshoe and Scorpion regarding these amounts since their appointment.  Recently, 
a proposal for the full repayment of the Scorpion debt over three months has been accepted by the Liquidators. A proposal for full repayment 
of the Horseshoe debt has also recently been received, however, as the term of this arrangement is nine months, it requires creditor approval at 
the forthcoming meeting.  Please refer section 5.2 for further particulars and the Liquidators’ recommendation in this respect. 

2. Redbank was a related entity when these debts were incurred, however, its board has subsequently been replaced.  The current board of 
Redbank have disputed the debt due to Whitestone.  In response, the Liquidators have provided detailed supporting documentation, including 
an affidavit by the managing director of Redbank at the relevant time confirming the debts were appropriately incurred.  Notwithstanding, an 
acceptable response or proposal from Redbank has not been received.  Accordingly, the Liquidators are considering all available recovery 
actions, including commencing legal proceedings to recover the amounts due.  

3. The balance of accounts receivable is due from various related entities that have been deregistered or are subject to separate external 
administration proceedings.  To date, one dividend of $62,307 has been received and the Liquidators estimate future recoveries of between nil 
and circa $50,000 in respect of these debts.  

 Loans receivable 

Whitestone is owed circa $93,000 in respect of cash transfers and payment of expenses on behalf of related entities.  
As detailed in the below table, no realisations have been made in respect of these amounts, however, the 
Liquidators estimate $71,000 will be realised. 

 

Accounts receivable 

$ Notes Low High

Accounts receivable

Horseshoe Metals Limited* 1. 575,073 575,073  - 575,073 575,073

Scorpion Limited* 1. 313,427 313,427 100,000 313,427 313,427

Redbank Copper Limited* 2. 380,833 380,833  - 304,667 380,833

Delta (Provisional Liquidators Appointed) 3. 134,170 134,170  -  - 33,543

Investmet Limited (In Liquidation) 3. 55,188 55,188  -  - 13,797

MFFT (Receivers Appointed) 3. 10,165 10,165  -  - 2,541

Other (8) 3. 263,763 263,763 62,307 62,307 62,307

Total acounts receivable 1,732,619 1,732,619 162,307 1,255,473 1,381,520

ERV

ROCAPBook value Realised

Loans receivable

$ Notes Low High

Horseshoe Metals Limited* 1. 66,764 66,764  - 66,764 66,764

Scorpion Limited* 1. 4,554 4,554  - 4,554 4,554

Other (2) 2. 16,038 22,438  -  -  - 

Total loans receivable 87,356 93,756  - 71,318 71,318

Book value ROCAP Realised

ERV
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* Includes subsidiaries 

Notes: 

1. As detailed at 3.2 above and subject to certain creditor approvals, proposals for full repayment of the Scorpion and Horseshoe loans over circa 
three and nine months respectively have recently been agreed, subject to creditor approval where required. 

2. The balance of loans receivable are due from entities that are deregistered or of no financial capacity.  Accordingly, no recoveries are expected, 
and it is uneconomical for the Liquidators to pursue these amounts further. 

 Insolvent trading 

The Liquidators have finalised their investigations into Whitestone’s solvency and concluded that Whitestone traded 
whilst insolvent from at least 1 January 2016.  As the Director is bankrupt, the liquidators prepared and lodged a 
detailed insolvent trading claim with the Trustees of his bankrupt estate and responded to a number of queries 
from the Trustees regrading same. 

Ultimately, the insolvent trading claim was admitted to participate for a dividend in the estate for a final amount of 
$3,156,229, being the estimated debt incurred that remains unpaid whilst Whitestone was insolvent, less a notional 
adjustment to reflect the potential dividend to creditors of Whitestone.  

Whilst the Trustees expects a dividend will be paid from the estate, they are unable to advise the likely timing and 
quantum of same due to several complicating factors in resolving the estate.  The Liquidators continue to liaise 
closely with the Trustees in this respect. 

 Estimated return to creditors 

To date the Liquidators have paid the petitioning creditors costs in full ($1,535), declared and paid an interim 
dividend of 35.0 cents in the dollar ($204,161) to priority employee creditors and are currently holding cash of circa 
$449,128. 

Future distributions are dependent on the return from accounts and loans receivable, the quantum and timing of a 
dividend from the Director’s bankrupt estate and the final quantum of creditors’ claim.  Subject to payment of the 
amounts owing by Scorpion and Horseshoe per the payment proposals discussed herein, the Liquidators expect to 
be in a position pay a full and final dividend to priority creditors before the end of the calendar year.   

Any return to unsecured creditors will be dependent on full repayment of the Scorpion and Horseshoe debts and 
the recoveries achieved from the Redbank debt and insolvent trading claim and is currently estimated at between 
4.1 and 5.0 cents in the dollar.  Timing will be dependent on resolving each of the matters set out above. 

The Liquidators stress the above return is dependent on assumed asset realisations that have not yet been achieved, 
costs and the final quantum of creditors’ claims.  If realisations are less than expected, take longer to achieve, or 
cost or creditors’ claims are higher than estimated, the return to priority creditors may be less than full payment and 
there may not be a return to unsecured creditors. 
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Notes:  

a. Legal fees to date total $95,200 and relate to accounts receivable and loans collection activity, recovery of preferential payments, insolvent 
trading investigations support and general advice.  Future legal costs of $20,000 to $30,000 have been assumed, however, these could increase 
significantly if it becomes necessary to litigate outstanding accounts receivable and loans.  Inter alia, these potential future costs are partly 
reflected in the discounted estimated realisations for these asset classes. 

b. Refer section 5 below and attached Remuneration Approval Report. 

c. The Petitioning creditors costs of $1,535 were adjudicated, admitted and paid by the Liquidators in February 2020. 

d. The Liquidators have adjudicated and admitted priority employee creditor claims of $583,317 which comprises (i) unpaid wages of $1,005, (ii) 
superannuation guarantee charge (SGC) shortfalls of $527,188, and (iii) nominal interest and administration charges of $55,124.  In September 
2020, the Liquidators declared and paid an interim dividend to priority creditors of 35.0 cents in the dollar, being $204,161 in total.    

e. Trade creditors comprises claims of circa $2.1 million owing to approximately 35 creditors.  In addition, creditors who were required to repay 
unfair preference payments would be entitled to claim for the increase in their debt as a result of the monies recovered.  The Liquidators have 
not called for formal proofs of debt or adjudicated unsecured creditors’ claims for dividend purposes.  Accordingly, in the low scenario a 
contingency of 10% has been included to reflect that creditors’ claim generally increase when this process is undertaken. 

Estimated Return to Creditors

$000 Reference MYOB ROCAP Low High

Assets

Cash 3.1 21.0 20.8 11.7 11.7 11.7

Shares and options 3.1 5,468.9 332.5 492.2 492.2 492.2

Plant and equipment 3.1 571.0 570.5 239.8 239.8 239.8

Accounts receivable 3.2 1,732.6 1,732.6 162.3 1,255.5 1,381.5

Loan receivables 3.3 93.8 87.4  - 71.3 71.3

Unfair preferences 3.1 297.3 297.3 297

Insolvent trading 3.4  -  - uncertain

Total assets 7,887.3 2,743.8 1,203.3 2,367.8 2,493.9

Costs

Realisation Costs - P&E 3.1 (78.4) (78.4) (78.4)

Realisation Costs - Shares 3.1 (2.8) (2.8) (2.8)

Other costs of realisation 3.1 (2.6) (5.6) (4.6)

Legal fees a. (95.2) (125.2) (115.2)

Liquidators' fees b. (369.4) (595.4) (570.4)

Liquidators' disbursements b. (1.5) (2.5) (2.3)

Total costs (549.8) (809.9) (773.6)

Subtotal 653.5 1,558.0 1,720.3

Petitioning creditor costs c. (1.5) (1.5) (1.5)

Wages and superannuation d. (1,018.4) (661.7) (204.2) (583.3) (583.3)

Subtotal 447.8 973.1 1,135.4

Trade creditors e. (2,100.5) (1,400.6)  - (2,632.0) (2,392.7)

Loans payable f. (2,863.7) (3,258.9)  - (3,712.9) (2,908.5)

ATO g. (3,260.1) (3,409.5)  - (17,117.4) (17,117.4)

Unsecured creditors  - (23,462.2) (22,418.5)

Estimated return to unsecured creditors (cents in dollar) 4.15 5.06

-------n/a-------

-------n/a-------

-------n/a-------

-------n/a-------

-------n/a-------

Total ERV

Actual 

-------n/a-------

-------n/a-------

-------n/a-------

-------n/a-------

-------n/a-------
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f. As noted above, the Liquidators have also not adjudicated loans payable, which rank equally with trade creditors (refer above) and ATO’s 
unsecured claim (refer below).  Circa $2.5 million of the estimated loans are due to related party creditors that are subject to separate external 
administration proceedings.  The amounts listed as owing in Whitestone’s books and records generally accord with the records of related parties.   

g. ATO have submitted a proof of debt totalling $17.1 million which includes (i) SGC shortfalls of $0.5 million, (ii) a running balance account (RBA) 
deficit of $3.4 million, (iii) SGC penalties and general interest of $0.3 million, and (iv) $12.7 million for FY19 income tax as a member of the 
Investmet Limited consolidated tax group.  As noted above, SGC shortfalls have been adjudicated and admitted as priority creditors.  The 
Liquidators have not adjudicated the balance of ATO’s proof of debt.  

 Meeting of creditors  

A meeting of creditors has been convened on Wednesday, 18 May 2022 at 11:00AM (AWST) in order to: 

 provide creditors with an update in relation to the progress and ongoing conduct of the liquidation; 

 provide an update regarding the estimated return to creditors and the likelihood of further distributions to 
creditors being paid in the liquidation;  

 consider and, if thought fit, approve a resolution allowing the Liquidators to enter into an arrangement for 
a period longer than three months; and 

 consider and, if thought fit, approve the Liquidators’ retrospective and prospective remuneration. 

 Meeting particulars  

The key meeting particulars are set out below: 

Particulars of Creditors Meeting 

Date: 18 May 2022 

Time: 11:00AM (Australian Western Standard Time) 

Place of Meeting: A virtual meeting will be held, details of which can be provided on 
request. 

Deadline for return of meeting documents: 17 May 2022 

Teleconference facilities available: Yes 

Meeting enquiries: Antoine Cleuet – (08) 6363 7635 

A Form 529 ‘Notice of Meeting of Creditors’ is attached to this report, together with Form 535 ‘Formal Proof of 
Claim’ and Form 532 ‘Appointment of Proxy’.  Creditors wishing to attend and participate in voting at the meeting 
are required to complete and return Form 535 and Form 532 to this office no later than 17 May 2022.  Creditors 
who have already lodged a proof of debt do not need to complete a new proof.  

A person, or the proxy or attorney of a person who participates in the meeting, must pay any costs incurred by 
them in participating and is not entitled to be reimbursed for those costs from the assets of Investmet.  

Please confirm whether you wish to attend the meeting electronically prior to the above date, and you will be 
provided with the relevant teleconference details.   

 Resolution to consider – Enter into arrangements for a period longer than three months 

As noted at Section 3.2, the Liquidators have received a proposal for full repayment of the monies owing by Horseshoe 
($614,837) over nine months, the key terms of which are: 

 Initial upfront payment of 15% ($96,275) with the balance to paid over eight equal instalments of $64,820; 

 Horseshoe to agree and acknowledge the debt owing and confirm there is no dispute, counter claim set 
off or similar claim that impacts the recoverability of the monies due; 

 The arrangement is subject to creditors approval pursuant to section 477(2B) of the Act; and 

 All rights are otherwise reserved.  
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The Liquidators recommend the proposal to creditors, as: 

 The proposal provides for the full repayment of a substantial debt in the liquidation which will substantially 
improve the prospects of a return to creditors; 

 The proposal provides for an immediate upfront payment and reduces the risk regarding the balance of the 
monies due through the acknowledgements and confirmations to be provided; 

 Other than documenting the arrangement, there are very few costs that will be incurred in implementing 
the agreement and legal and other costs of formal recovery action, which could be significant, will be 
avoided; and 

 Notwithstanding that the debt will be repaid over a longer term, this is not expected to delay the overall 
liquidation as other matters, such as receiving a dividend on the insolvent trading claim, are expected to be 
resolved over similar time horizons. 

Accordingly, the following resolution will be proposed at the forthcoming meeting: 

 “The Liquidators are hereby authorised pursuant to subsections 506(1A) and 477(2B) of the Corporations 
Act 2001 (Cth) to enter into an agreement or agreements with Horseshoe Metals Limited extending for 
more than three months, for the purposes of realising the amounts owing to Whitestone.” 

 Resolution to consider – Liquidators’ Remuneration  

We enclose a detailed report on our remuneration, called a Remuneration Approval Report.  

In accordance with the Remuneration Approval Report and detail therein, the following resolutions will be proposed 
at the forthcoming meeting: 

 “That the remuneration of the Liquidators for the period 21 August 2020 to 29 April 2022, calculated at 
hourly rates as detailed in the Initial Remuneration Notice dated 28 May 2019, is determined in the sum of 
$126,035, exclusive of GST.” 

 “That the future remuneration of the Liquidators from 30 April 2022 to 30 June 2023 is determined at a 
sum equal to the cost of time spent by the Liquidators and their partners and staff, calculated at the hourly 
rates as detailed in the Initial Remuneration Notice dated 28 May 2019, up to $100,000 exclusive of GST.”  

 

 

 

 

 

(This space left blank intentionally) 
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 Receipts and payments 

The Liquidators’ receipts and payments for the period 30 April 2019 to 29 April 2022 are summarised in the below 
table: 

 

 What happens next? 

The key next step of the liquidation is to realise accounts and loans receivable.  Subject to creditors approval, the 
Liquidators will monitor and collect the payment arrangements with Horseshoe and Scorpion and otherwise 
commence recovery action where appropriate to do so.  The Liquidators will also continue to liaise with the Trustees 
of the Director’s bankrupt estate regarding the potential dividend on the insolvent trading claim. 

The Liquidators are not currently in a position to declare a further distribution to creditors, however, will continue to 
monitor the position and look to do so as and when further asset realisations are achieved, and they are in a 
position to do so.    

Receipts & Payments

 $ 
(exc GST) 

 $ 
(inc GST) 

Receipts

Cash 11,735 11,735

Shares 492,188 492,188

Accounts receivable 162,307 162,307

Plant & Equipment 239,766 263,743

Preference recoveries 297,338 297,338

Interest 1,315 1,315

Subtotal 1,204,650 1,228,626

Payments

P&E relasiation costs (78,352) (86,152)

Brokerage (2,772) (3,049)

Petitioning creditor's costs (1,535) (1,535)

Dividend to priority creditors (204,161) (204,161)

Legal Fees (95,182) (104,689)

Liquidators's Fees (369,370) (406,307)

Liquidators' Disbursements (1,503) (1,648)

Other (2,642) (2,845)

Net GST (paid)/received  - 30,888

GST received  - 41,050

GST paid  - (10,162)

Subtotal (755,518) (779,499)

Net Cash (29 April 2022) 449,132 449,128
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 Where can you get more information? 

You can access information which may assist you on the following websites: 

 ARITA at www.arita.com.au/creditors. 

 ASIC at www.asic.gov.au (search for “insolvency information sheets”). 

If you have any queries, please contact Taryn Lindsay on (08) 6363 7645.  For further information about this 
engagement, please refer to the website www.mcgrathnicol.com/creditors. 

Dated: 4 May 2022 
 

 
 
Rob Kirman 
Liquidator 

 

Enclosures: 

 Declaration of Independence, Relevant Relationships and Indemnities dated 4 May 2022 

 Remuneration Approval Report  

 Form 529 - Notice of Meeting of Creditors 

 Form 532 - Appointment of Special Proxy 

 Special proxy Guidance Notes  

 Proof of Debt (Form 535) 

 Proof of Debt Guidance Notes  

 General information for attending and voting at meetings of creditors  

 ARITA Information Sheet – Approving remuneration of an external administrator 

 

http://www.mcgrathnicol.com/creditors
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