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 Executive summary 

 Key questions and answers 
 

Question  Answer 

Why am I receiving this 

Report? 

 Robert Smith and Keith Crawford were appointed Voluntary Administrators 

(Administrators) of MCI on 2 November 2022.  MCI’s books and records indicate 

that you are or may be a creditor of MCI.   

What is the purpose of this 

Report? 

 This Report provides creditors with details of the business, property, affairs and 

financial circumstances of MCI in preparation for the Second Meeting of Creditors. 

This Report also informs creditors about the investigations undertaken by the 

Administrators to date, and the Administrators’ opinion and recommendation 

regarding each of the options available to creditors to vote on at the Second 

Meeting of Creditors. 

What is the Second Meeting 

of Creditors? 

 At the Second Meeting of Creditors, creditors decide the future of MCI. 

The options that may be available for creditors to vote on are whether MCI: 

▪ should be returned to the control of the Directors,  

▪ enter into a Deed of Company Arrangement (DOCA); or  

▪ enter into liquidation.  

At this stage, no DOCA has been proposed, so this option is not addressed in this 

Report.  

Where and when is the 

Second Meeting of Creditors? 

 The Second Meeting of Creditors has been convened to be held at 11.00am AEDT 

on Wednesday 8 March 2023.   

The meeting will be held virtually using online video conferencing on Zoom.  The 

online video conference can be joined from a computer (preferred) or telephone. 

What do I need to do if I 

want to attend the meeting? 

 Creditors wishing to attend the meeting need to submit a Proof of Debt (POD) 

and either attend, by teleconference, or appoint a proxy to attend on their behalf.  

Creditors who have already lodged a POD do not need to complete a new form. 

Creditors planning on attending should register their intention to do so with 

the Administrators (MCIcreditors@mcgrathnicol.com) and provide a correctly 

completed POD and proxy form (if applicable) by 4:00pm (AEDT) on Tuesday, 

7 March 2023 and you will be provided with a link to join. 

What does MCI do?  MCI is a family-owned manufacturing business established in 1932.  

MCI designs, manufactures and distributes a range of engineered rubber and 

rubber composite products for customers in Australia and globally.  MCI’s products 

are distributed to a diverse range of industries, including automotive, defence, 

industrial and rail.  

This section aims to provide creditors with answers to key questions they may have in relation to the 

administration, the Administrators’ findings and other contents of this Report. 

mailto:MCIcreditors@mcgrathnicol.com
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Question  Answer 

What were the key events 

leading to the appointment 

of Administrators? 

 The Directors attributed the following as the key events leading to the 

appointment of the Administrators: 

▪ MCI relocated to a new leased premises between November 2020 and 

September 2021.  The relocation required significant capital expenditure, as 

well as disrupted operations and profitability during this time; 

▪ supply-chain disruption and raw material and labour cost increases associated 

with the COVID-19 pandemic in 2020 and 2021 resulted in pressure on MCI’s 

working capital; and 

▪ MCI was over-leveraged and unable to raise new debt or equity to alleviate 

the liquidity and working capital pressures. 

The Administrators do not dispute the Directors’ views in relation to the key events 

and reasons which led to MCI being placed into administration.  

What was the date of 

insolvency? 

 The Administrators’ preliminary investigations indicate that MCI was likely to be 

insolvent from on or around 27 July 2022, or possibly earlier.   

What investigations have 

been undertaken? 

 The Administrators have conducted preliminary investigations in relation to MCI, 

the conduct of the Directors and other parties, and whether there are any amounts 

that could be recovered in a liquidation of MCI.   

Details of those investigations are set out in section 10 this Report.  

What claims have the 

Administrators identified that 

may be available to a 

liquidator? 

 Potential claims available to a liquidator may include voidable transactions in the 

form of unfair preference payments, uncommercial transactions, insolvent trading 

by directors and/or unreasonable director related transactions.  There may be 

additional claims available to a liquidator for other offences such as breach of 

directors’ duties.   

Based on the Administrators’ preliminary views, the following claims may be 

available to a liquidator: 

▪ antecedent transactions of between $0.5m and $0.8m, and 

▪ insolvent trading.  

The Administrators’ preliminary investigations indicate there may be various 

statutory defences available to the Directors in the event an insolvent trading claim 

was commenced by a liquidator.  A liquidator, if appointed, would perform further 

investigations including conducting a commercial assessment of the merits and 

likelihood of recovery from pursuing any potential claims identified. 

What actions have the 

Administrators taken to date?  

 Since the Appointment Date, the Administrators and their staff have, amongst 

other matters: 

▪ entered into control and possession of MCI’s assets; 

▪ liaised with Management to stabilise business operations and developed an 

initial trade-on strategy to maintain ongoing operations; 

▪ prepared detailed cash flow forecasts for the Administration and attended to 

ongoing review of key financial information to monitor trading position; 

▪ liaised with and issued correspondence to key stakeholders, including but not 

limited to, employees, customers, suppliers, secured creditors, PPSR interest 

holders; 
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Question  Answer 

▪ progressed the reconciliation of pre-appointment debtors and issued 

communications to debtors requesting payment of overdue balances; 

▪ monitored debtor collections and reported to NAB pursuant to its debtor 

finance facility with MCI; 

▪ calculated pre-appointment employee entitlements and issued correspondence 

to employees setting out these calculations; 

▪ implemented the expressions of interest process for the sale and/or 

recapitalisation of the MCI business and assets;   

▪ negotiated and executed a sale agreement for the MCI business and assets; 

▪ engaged with key stakeholders regarding the Sale Transaction; 

▪ reviewed all security interest/retention of title claims;  

▪ conducted preliminary investigations into MCI affairs;  

▪ held various discussions with the Directors; 

▪ convened and held the First Meeting of Creditors; 

▪ prepared and issued this Report; and 

▪ performed and complied with statutory processes as required.  

What was the sale process 

that the Administrators 

conducted and what was the 

outcome?  

 Shortly after the Appointment, the Administrators commenced an initial, public 

process for the sale and/or recapitalisation of the MCI business and assets.  

A preferred purchaser was selected from the initial sale process but unfortunately, 

the proposed transaction did not proceed, which then followed an extension of the 

sale process to seek an alternative buyer.  

Pleasingly, the subsequent sale process culminated in the Administrators entering 

into a binding sale agreement with Mackay Australia Pty Ltd to acquire the 

business and assets of MCI on 21 February 2023.   

Mackay Australia is a newly incorporated subsidiary of Derwent Industries Pty Ltd, 

an Australian, family-owned manufacturing business.   

The key commercial terms of the sale are summarised below: 

Key terms of sale agreement  

Term Details 

Purchaser Mackay Australia Pty Ltd (ACN 665 735 615) 

Purchase price $1,500,000 (including a $250,000 deposit) 

Assets being 

purchased 

Goodwill, plant and equipment, inventory, intellectual property, books 

and records, domain names, business names and employees   

Assumed 

liabilities 

Accrued leave entitlements of transferring employees 

Condition 

precedents 

▪ Certain key employees transferring to the Purchaser; 

▪ 90% of all employees transferring to the Purchaser; and 

▪ Lease terms being agreed with the Landlord. 

Contract date 21 February 2023 

Settlement Within two weeks of execution (by 7 March 2023) 
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Question  Answer 

The Sale Transaction, if completed, will result in: 

▪ the continued operations of MCI, a business which is over 90 years old and an 

important supplier to various industries, including defence; 

▪ the ongoing provision of services to customers; and 

▪ the continued employment of 73 employees and the avoidance of $5.7m in 

priority employee claims being crystallised (comprising $1.7m in accrued leave 

entitlements and $4.0m in redundancy and PILN entitlements).     

The Sale Transaction is expected to complete on or around 2 March 2023. 

Has a DOCA been proposed 

and what does it involve? 

 At the date of this Report, no DOCA has been proposed.  

  

Will the Secured Creditor be 

repaid their debt?  

 The Secured Creditors provided a combination of debtor, equipment, finance, 

trade, transactional and other facilities to MCI.  The Secured Creditors are 

estimated to be owed $4.2m.  

The Administrators estimate the Secured Creditors may receive distributions of up 

to $3.4m.  As outlined in section 11, there may be a deficiency to the Secured 

Creditors.  

Will employees be paid their 

outstanding entitlements?  

 Absent any potential recoveries by a liquidator (if appointed) in respect to 

insolvent trading or liquidators’ recovery actions, it is likely that there will be no 

meaningful distribution to employees from the liquidation.  

Employees that transfer to Mackay Australia, if the Sale Transaction completes, will 

see a transfer of their entitlements to the purchaser. 

If creditors vote to place MCI into liquidation at the Second Meeting of Creditors, 

eligible employees would be entitled to claim a significant portion of their 

entitlements through the Fair Entitlements Guarantee scheme (FEG), a government 

funded compensation scheme that assists employees of companies that are being 

wound up.  Outstanding superannuation contributions are not covered by FEG, and 

FEG assistance is not available to non-Australian resident employees.  Certain other 

caps also apply.  FEG payments can take up to six months to be processed, 

depending on the circumstances, but in our experience are usually processed 

within 10 to 16 weeks 

Will unsecured creditors be 

paid a dividend? 

 Absent any material recoveries by a liquidator (if appointed) in respect of insolvent 

trading or liquidators’ recovery actions, it is likely that there will be no distribution 

to unsecured creditors.  

Which option do the 

Administrators recommend 

creditors vote for at the 

Second meeting of Creditors 

and why?  

 The Administrators recommend creditors vote in favour of MCI being placed into 

liquidation.  No DOCA has been proposed so, therefore, this option is not available 

for consideration.  Given its insolvency, it is not appropriate for control of MCI to 

be returned to the Directors.  

Where can I get more 

information? 

 Creditors requiring further information should please refer to the McGrathNicol 

website https://www.mcgrathnicol.com/creditors/mackay-consolidated-industries-

pty-limited/ or email MCIcreditors@mcgrathnicol.com.  

https://www.mcgrathnicol.com/creditors/mackay-consolidated-industries-pty-limited/
https://www.mcgrathnicol.com/creditors/mackay-consolidated-industries-pty-limited/
mailto:MCIcreditors@mcgrathnicol.com
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 Introduction 

 Appointment 

Robert Smith and Keith Crawford were appointed Joint and Several Voluntary Administrators of MCI on 2 November 2022 

by resolution of the Directors, pursuant to section 436A of the Act. 

 Objective of administration 

In an administration, administrators are empowered by the Act to assume control of an insolvent company, superseding 

the powers of the company’s directors and officers, to manage the company’s affairs and deal with its assets in the 

interests of its creditors.  

The objective of a voluntary administration is to maximise the prospects of a company continuing in existence (in whole or 

in part) or, if that is not possible, to achieve a better return to creditors than would be achieved by the immediate 

liquidation of the company.  During an administration, there is a moratorium (i.e. a freeze) over most pre-administration 

creditor claims.  

Administrators are required to investigate the company’s affairs and report to creditors on the Administrators’ opinion as 

to which outcome of the administration process is in the creditors’ best interests, in order to inform and assist creditors 

prior to voting at the Second Meeting of Creditors. 

 First Meeting of Creditors 

Section 436E of the Act requires the Administrators to convene a First Meeting of Creditors within eight (8) business days 

of being appointed.  The First Meeting of Creditors of MCI was held on 14 November 2022. 

There were no nominations to appoint an alternative administrator to MCI at the First Meeting of Creditors. 

Creditors resolved at the First Meeting of Creditors to appoint a COI to MCI.  Details of the members of the COI are 

available in the minutes of the First Meeting of Creditors, which have been filed with ASIC and are available on the 

McGrathNicol website. 

 Extension of convening period 

Section 439A of the Act requires the Administrators to convene a second meeting of creditors within 20 business days (or 

25 business days in certain circumstances) of being appointed.  This is referred to as the “convening period”.  The second 

meeting of creditors is to be held within 5 business days before or after the end of the convening period.  

Five business days’ notice must be given to creditors ahead of the meeting being held.  For MCI, the second meeting of 

creditors was originally due to be held on or before 7 December 2022.   

However, in order to maximise the chances of achieving a sale and/or recapitalisation or whole of business sale of MCI as 

a going concern, the Administrators filed an application with the Federal Court of Australia (Court) pursuant to sections 

439A and 447A of the Act, seeking orders to extend the convening period in respect of the second meeting of creditors by 

approximately two months.  

On 28 November 2022, the Court made orders extending the convening period to 1 March 2023, meaning that the second 

meeting of creditors of MCI must be held on or before 8 March 2023 (five business days thereafter).  The Administrators 

wrote to creditors in this regard on 1 December 2022.  

 Second Meeting of Creditors 

The purpose of the Second Meeting of Creditors is for creditors to: 

▪ decide on the future of MCI, with the options available to creditors being whether the company should: 

− be returned to the control of the Directors;  

This section outlines the statutory details regarding the Administrators’ Appointment, the details of the First and 

Second Meeting of Creditors, and the purpose and content of this Report. 
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− enter into liquidation; or 

− enter into a DOCA (although, as at the date of this Report, a DOCA has not been proposed);  

▪ consider and, if thought fit, approve the remuneration of the Administrators;  

▪ if creditors resolve that the company should enter into a DOCA: 

− consider and, if thought fit, approve the future remuneration of the deed administrators; and 

▪ if creditors resolve that the company should enter liquidation: 

− consider and, if thought fit, approve the liquidators’ future remuneration;  

− consider the appointment of a COI (for the purposes of a liquidation);  

− consider authorising the liquidators to compromise debts owed to MCI pursuant to section 477(2A) of the 

Act; and  

− consider authorising the liquidators to enter into agreements that may take longer than three months to 

complete under section 477(2B) of the Act.  

The Second Meeting of Creditors for MCI has been convened to be held at 11:00am (AEDT) on Wednesday, 

8 March 2023.  The meeting will be held virtually using online video conferencing on Zoom.  The video conference can be 

joined from a computer (preferred) or telephone. 

Additional details of the Second Meeting of Creditors can be found at section 15 of this Report.  The official notice of 

meeting is appended to the Circular to Creditors, together with this Report.   

 Purpose of this Report 

Section 75-225 of the Insolvency Practice Rules (Corporations) 2016 (IPR) requires an administrator to provide a report to 

creditors ahead of the Second Meeting of Creditors in an administration, containing: 

▪ details about the business, property, affairs and financial circumstances of the entity under administration; 

▪ if a DOCA is proposed, the details of the DOCA; and 

▪ details regarding the investigations undertaken by the administrator, and the administrator’s opinion about each of 

the options available to creditors, and the course of action that the administrator recommends is in creditors’ best 

interests. 

The purpose of this Report is to provide creditors with these details in preparation for the Second Meeting of Creditors.   

 Context of this Report 

In reading this Report, creditors should note the following: 

▪ This Report and the statements herein are based on the Administrators’ preliminary investigations of MCI’s affairs.  The 

investigations have been undertaken from available books and records, as well as information provided by MCI’s 

officers including its management, employees, where applicable, and from the Administrators’ own enquiries. 

▪ The statements and opinions in this Report are given in good faith and, whilst the Administrators have no reason to 

doubt any information contained in this Report, the Administrators reserve the right to alter their conclusions if the 

underlying information proves to be inaccurate or materially changes after the date of this Report. 

▪ If, after issuing this Report, the Administrators become aware of any additional information which may assist creditors 

in determining how to vote at the Second Meeting of Creditors, the Administrators may make the additional 

information the subject of a further written report and/or table the information at the Second Meeting of Creditors. In 

this case, given no DOCA proposal has been made, this is unlikely to be necessary.   

▪ In considering the options available to creditors and in formulating their recommendation to creditors, the 

Administrators have necessarily made forecasts of asset realisations and the total value of creditors.  These forecasts 

and estimates may change as asset realisations progress and claims are received from creditors and are adjudicated 

upon.  Whilst the forecasts and estimates are the result of the Administrators’ best assessment in the circumstances, 

creditors should note that the ultimate outcome for creditors may differ from the information provided in this Report. 
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▪ The assessment of potential claims in this Report has been performed on a preliminary basis, based on information 

available to the Administrators at the time of completion of this Report.  As a consequence, the Administrators reserve 

their rights to alter their assessment, if further relevant information is provided after the date of this Report or as a 

consequence of further investigations.  
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 Administrators’ prior involvement 

 Declaration of Independence, Relevant Relationships and Indemnities 

In accordance with section 436DA of the Act and the Australian Restructuring, Insolvency and Turnaround Association 

(ARITA) Code of Professional Practice, a Declaration of Independence, Relevant Relationships and Indemnities (DIRRI) was 

enclosed with the Administrators’ first communication to creditors and tabled at the First Meeting of Creditors. 

The DIRRI disclosed information regarding the Administrators’ independence, prior personal or professional relationships 

with the MCI, or related parties and any indemnities received in relation to our appointment.  

Under the Act and the ARITA Code of Professional Practice, if circumstances change or new information is identified, the 

Administrators are required to update the DIRRI and provide a copy to creditors with their next communication, as well as 

table a copy of the replacement DIRRI at the next meeting of creditors.  There have not been any additional circumstances 

that require an updated DIRRI. 

For the convenience of creditors, the declaration has been summarised and restated below.   

 Background 

A brief background to the Appointment is as follows: 

▪ The Appointment was referred to the Administrators by Edward Paton, one of the directors of MCI.  

▪ McGrathNicol was first engaged on 24 August 2022 to consider options for MCI in the context of its current financial 

position, including performing an independent review of MCI’s short term cash flow forecast and to support its 

engagement with major creditors.  

▪ Between 24 August 2022 and 1 November 2022, Robert Smith and McGrathNicol staff members performed the 

following activities, which included, reviewing the cash flow forecasts prepared by MCI, provided inputs on funding 

options available to support MCI liquidity and assisting with contingency planning.  

▪ On 2 November 2022, the Directors resolved to appoint Robert Smith and Keith Crawford as Administrators.  

 Independence 

In accordance with the law and applicable professional standards, the Administrators undertook a proper assessment of 

the risks to our independence prior to accepting the appointment as Administrators of MCI.  This assessment identified no 

real or potential risks to the Administrators’ independence.  The Administrators are not aware of any reasons that would 

prevent us from acting as Administrators. 

 Indemnities and up-front payments 

The Administrators have not been indemnified in relation to this Administration, other than any indemnities that they may 

be entitled to under statue and at law.  The Administrators have not received any up-front payments in respect of our 

remuneration or disbursements.   

 Ongoing assessment 

Since the Appointment Date, the Administrators have continued to assess whether any potential conflict of interest issues 

have developed.  At the date of this Report, the opinion as to the Administrators’ independence has not changed.  The 

Administrators remain of the view that our prior professional interactions as outlined in the DIRRI do not create or give 

rise to any conflict of interest.  

  

This section of the Report provides creditors with details regarding any involvement the Administrators had with 

MCI prior to their Appointment as Administrators.  The section also outlines any indemnities and/or upfront 

payments that the Administrators received in connection with the Appointment. 
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 Background and statutory information  

 Background 

MCI is a family-owned manufacturing business.  

Established in 1932 as a small supplier of OEM automotive parts, MCI has grown to become one of Australia’s largest 

designers, manufacturers and distributors of a diverse range of engineered rubber and rubber composite products.   

MCI’s products are distributed in Australia and globally to a diverse range of industries including automotive, defence, 

transport, rail, marine, mining, construction, and industrial.  MCI’s products are used in trains, cars, trucks, buses, high-

speed catamarans, commercial marine vessels, frigates, submarines, armoured vehicles, guided weapons and rockets.  

 Corporate structure  

MCI’s corporate structure is summarised below: 

Figure 1: MCI corporate structure 

This section of the Report provides creditors with details regarding the circumstances leading to the 

Administrators’ Appointment to MCI, together with statutory details regarding the Company, its Directors, 

shareholders and other statutory information. 
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 Business operations  

MCI operates from leased premises located at 894-906 Taylors Road, Dandenong South, Victoria (Leased Premises).  

The Leased Premises, in which MCI relocated to from its previous premises in Moorabbin, Victoria in November 2020, was 

specifically designed to grow MCI’s production capacity and centralise all operations into a single location.  

At the Appointment Date, MCI employed 115 staff, consisting of 61 manufacturing staff and 54 head office/support staff.  

MCI’s products and technical services supported four key market segments, as follows:  

Table 1: Overview of key market segments  

Market Segments Description  

Automotive  

(Aftermarket and 

EOM) 

▪ MCI is the largest supplier of rubber and bonded metal/rubber products to the 

Automotive Aftermarket in Australia. 

▪ MCI have a history of supplying Automotive OEM’s such as GM Holden, Ford, Chrysler, 

Nissan, Toyota and Mitsubishi.  The business continues to manufacture OEM rubber 

products for companies globally, including AMG and Maserati. 

Defence ▪ MCI supplies the defence sector, partnering with Government and Defence Prime 

Contractors to develop and supply rubber and composite products in a diverse range of 

applications for land, sea and weapon systems. 

Industrial ▪ MCI is a major supplier of a diverse range of engineered rubber and bonded 

metal/rubber and composite products for industrial markets, particularly in the mining, 

marine, construction and packaging sectors.  

▪ MCI provides the Australian market with a wide range of vibration isolators and 

machinery mounts, which are supplied through an extensive network of distributors.   

Rail  ▪ MCI is a major supplier of a diverse range of engineered rubber and bonded 

metal/rubber and composite products for the rail industry in Australia and abroad.  

▪ MCI specialises in producing OEM replacements of primary and secondary suspension 

mounts, cab mounts, raft and engine mounts, bushes and miscellaneous elastomeric 

products. 
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 Statutory details 

Key statutory details (i.e. incorporation details, current and former office holders, shareholders and security registrations) 

are set out below:   

 Key statutory information 

Table 2: Statutory information 

Company information   

Information type Details 

Company name Mackay Consolidated Industries Pty Limited 

ACN 006 962 401 

Registered in Victoria 

Registered on 29 April 1988 (noting that the MCI business has operated since 1932) 

Registered office 894 – 906 Taylors Road, Dandenong South VIC 3175 

Principal place of business 894 – 906 Taylors Road, Dandenong South VIC 3175 

Type/class Australian Proprietary Company 

Source:  ASIC database as at 2 November 2022 

 Directors and officers 

Table 3:  Directors and officers 

Directors and officers       

Name Role Appointment date Resignation date 

Ross Mackay Paton Director 23 February 1989 n/a 

Edward Mackay Paton Director 17 May 2000 n/a 

John Llewellyn Davies Director 9 February 1998 1 November 2022 

Graham John Scull Secretary 11 October 2018 n/a 

Source:  ASIC database as at 2 November 2022  

 Shareholders 

Table 4: Shareholders 

Shareholders   

Name Number held %  

Ross Mackay Paton 1 <1% 

R.M. Paton Nominees Pty Limited 2,907,006 51% 

Kedwill Pty Ltd 2,793,005 49% 

Total shares on issue 5,700,012 100% 

Source:  ASIC database as at 2 November 2022 

 Secured creditors 

On the Appointment Date, the secured creditors, NAB and EFA, respectively held first and second-ranking ALLPAP security 

interests over MCI.  The secured creditors provided various facilities to MCI, including debtor, equipment, finance, trade, 

transactional and other facilities.   

The secured creditors’ security interests provide both NAB and EFA with an avenue to recover fixed (non-circulating) asset 

realisations in priority to other creditor classes.   
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Both NAB and EFA’s facilities at the Appointment Date are summarised below: 

Table 5: NAB and EFA debts at Appointment Date   

Secured creditors   

Secured creditor Facility  Amount ($) 

1st ranking ALLPAP – NAB Debtor finance financing  2,227,598 

 Asset finance  680,476 

 Business support loan 67,763 

 Visa credit card 29,268 

 Trade finance  1,198,164 

 Transactional bank accounts (16,428) 

 Less: Set-off against pre-appointment cash at bank  (760,979) 

Total amount owed to NAB  3,425,862 

2nd ranking ALLPAP – EFA Export business loan  762,261 

Total secured creditors  4,188,123 

 Security interests 

A search of the PPSR at the Appointment Date highlighted 87 registered security interests against MCI. 

Each of the security interests registered against MCI are set out in the table below. 

Table 6: Summary of PPS registrations against MCI at Appointment Date  

PPS Registrations against MCI at Appointment Date    

Creditor type Secured party Collateral class  Number  

Secured creditor NAB AllPAP with exception   2 

Secured creditor NAB AllPAP 5 

Secured creditor NAB General intangible  1 

Secured creditor NAB Motor vehicles 1 

Secured creditor NAB Other goods  3 

Secured creditor EFA  AllPAP with exception 1 

Secured creditor ANZ  AllPAP 1 

Motor vehicles Various Motor vehicles  4 

Supplier  3M Australia Pty Ltd All present and after acquired property 1 

Supplier Primaplas Pty Ltd All present and after acquired property 1 

Suppliers Various Other goods  67 

Total    87 

Source: PPSR searches undertaken on 2 November 2022 

Set out below are key points in respect of the PPS registrations against MCI:  

▪ As outlined above, NAB provided various financing facilities to MCI, which included invoice financing, asset financing 

and trade financing facilities, secured by both the AllPAP and other PPS registrations.  In addition, NAB also holds a 

“general intangible” registration as security over all bank accounts held by MCI.  

▪ EFA provided an export business loan facility to MCI, secured by a second-ranking ALLPAP security interest against 

MCI.  

▪ The PPSR registration in favour of ANZ was discharged shortly following Appointment. 

▪ Most PPS registrations related to registrations lodged by suppliers in respect of potential security and retention of title 

claims over goods supplied to MCI.  The Administrators engaged with suppliers on these claims and where 
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appropriate, entered into without prejudice settlements with regard to supplier retention of title claims or otherwise 

sought to have these registrations discharged.  

▪ As at the date of this Report, 59 registrations have been discharged since the Appointment.   

 Employees 

At Appointment, MCI employed 115 employees, consisting of 61 manufacturing staff and 54 head office/support staff.  Of 

these, 108 employees were employed on a full-time basis, six on part-time and one on a casual basis.   

A summary of employees and the estimated total value of employee entitlements (including annual leave, long service 

leave and estimated redundancy entitlements) at the Appointment Date is set out below: 

Table 7: Summary of estimated employee entitlements 

Summary of estimated employee entitlements as at Appointment Date    

Employment type No. of employees Estimated entitlements ($) 

Full time 108 4,967,669 

Part time 6 73,162 

Casual   1 - 

Total 115 5,040,830 

Source: MCI books and records 

The above table encompasses leave entitlements for all MCI employees at Appointment, together with any redundancy and 

PILN entitlements for those employees that were terminated and/or resigned during the Administration.  The above tables 

excludes any redundancy entitlements to employees transferred as part of the Sale Transaction. 

As outlined in section 7, the Sale Transaction has resulted in in the continued employment of 73 employees and the 

avoidance of $5.7m in priority employee claims being crystallised (being in $1.7m in accrued leave entitlements and $4.0m 

in redundancy and PILN entitlements).  In addition, there was $1.4m of personal leave that transferred to the Purchaser 

(which certain amounts may have otherwise crystallised in accordance with MCI’s EBA). 

If MCI is placed into liquidation, employees that did not transition as part of the Sale Transaction would likely be entitled 

to submit claims for their outstanding pre-appointment entitlements with FEG immediately.   

 Unsecured creditors 

MCI’s books and records at the Appointment Date and PODs received during the Administration indicate MCI has 

approximately 190 unsecured creditors collectively owed an estimated $7.1m as set out in the table below. 

Table 8: Unsecured creditors 

Unsecured creditors   

Unsecured creditors No. of creditors Estimated value ($) 

Statutory creditors 2 2,842,512 

Trade creditors 187 3,961,115 

Related party creditors 1 275,379 

Total estimated unsecured creditors 190 7,079,006 

Source: MCI books and records, PODs received 

Key points: 

▪ Statutory creditors comprise outstanding ATO liabilities of $2.1m relating to unpaid GST and PAYG, as well as 

outstanding SRO liabilities of $0.8m relating to unpaid payroll tax. 

▪ Trade creditors largely relate to the purchase of raw materials or finished goods that MCI sells to customers. 

▪ Related party creditors relate to amounts owed to MCI by MRT.  MRT supplies certain products (mainly automotive 

hose) to MCI on a purchase order and invoice basis.  As part of a settlement of related party receivables (refer to 

section 8.3.5), amounts owed by MCI to MRT have been settled. 
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▪ Additional claims may arise during the administration and any subsequent liquidation.  

▪ A formal adjudication process for dividend purposes will only be performed if sufficient recoveries are made to enable 

a distribution to unsecured creditors.   
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 Recent financial information 

 Background 

As at the Appointment Date, MCI had prepared audited financial statements to 30 June 2020 (FY20).  As part of the FY20 

audit, the auditors raised concerns surrounding MCI’s ability to continue as a going concern, given the availability of assets 

for realisation in order to settle liabilities as they fell due in the ordinary course of business.  The FY21 audit was in 

progress, but not yet completed.  The FY22 audit had not commenced.   

This Report presents MCI’s audited accounts for FY20 and management accounts for FY21 and FY22.   

The Administrators have not carried out an audit or verified the financial information presented in this section the Report.  

 Financial performance 

A summary of MCI’s statement of financial performance for FY20 to FY22 is set out below:  

Table 9: Statement of financial performance  

Statement of financial performance       

AUD $'000 FY20 FY21 FY22 

Sales  23,943   25,768   26,094  

Direct standard contribution (10,632) (12,235) (11,859) 

Direct contribution  13,311   13,533   14,235  

Other production costs (5,331) (5,604) (5,266) 

Gross margin  7,980   7,929   8,969  

Purchasing (354) (359) (419) 

Sales & Marketing (2,221) (2,213) (2,478) 

Distribution (1,664) (1,778) (1,734) 

Stock write-off (87) (96) (22) 

Relocation costs (46) (72) (105) 

Other income  713   1,016   494  

Administration (3,111) (3,102) (3,781) 

EBITDA  1,211   1,324   924  

Depreciation & amortisation (734) (960) (1,639) 

Interest (167) (631) (989) 

Income tax expense (283)  79   450  

NPAT  27  (187) (1,253) 

        

Key ratios/ metrics:       

Gross profit margin (%) 33.33% 30.77% 34.37% 

Expenses (% of sales) (15.28%) (13.59%) (16.34%) 

YoY sales growth/(contraction) (%) N/A 7.08% 1.25% 

YoY expenses growth/(contraction) (%) N/A (4.43%) 17.85% 

NPAT (% of sales) 0.11% (0.73%) (4.80%) 

Source: FY20 audited accounts, FY21 and FY22 management accounts   

 

This section of the Report sets out historical financial information for MCI and provides commentary on the key 

drivers of the reported results.  
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Key points  

▪ Between FY20 and FY22, sales revenue increased by $2.2m (9%) largely driven by growth in the automotive and 

defence market segments. 

▪ Direct standard costs comprise direct labour and materials and represent the largest cost to MCI at c. 45% of sales. 

▪ Gross margin remained largely consistent between FY20 and FY22, in the proximity of 30% and 34%.  

▪ Despite sales growth, MCI reported a net loss of $187k in FY21 increasing to a net loss of $1.3m in FY22.  The 

deteriorating loss position was largely attributable to increased operating and interest costs. There was an associated 

deterioration in NPAT margin from (0.73%) in FY21 to (4.8%) in FY22.  

▪ The Administrators understand that between FY20 and FY22, a key driver of increased operating expenses was payroll 

costs which increased due to higher head count, as well as increased COVID-19 related costs such as personal leave.  

During this time, MCI did not qualify for Government subsidies to absorb these costs, such as JobKeeper.  

▪ Between FY20 and FY22, as part of the relocation to the Leased Premises, MCI incurred costs of more than $8m, of 

which c.$436k was expensed throughout the profit and loss.  The relocation costs exceeded MCI’s initial budget.    

▪ Between FY20 and FY22, expenses as a percentage of sales fluctuated between 13.5% and 16.3%. 

▪ Based on the management accounts, interest costs increased from $167k in FY20 to $989k in FY22.  This reflects the 

increased reliance by MCI on external financing facilities.  
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 Financial position 

A summary of MCI’s statement of financial position is set out below, based on the records of MCI: 

Table 10: Statement of financial position        

Consolidated statement of financial position       

$ '000 30 June 2020 30 June 2021 30 June 2022 

Current assets       

Cash at bank 732 131 33 

Trade & sundry debtors 4,127 4,077 3,815 

Inventory & stock in transit 5,085 4,900 5,808 

Prepayments 1,374 7,124 439 

Total current assets 11,319 16,232 10,096 

Non-current assets       

Investments 952 1,716 2,066 

Fixed assets 2,042 3,245 10,374 

Right of Use assets 372 10,726 10,182 

Intercompany loans 2,426 2,116 1,789 

Income tax benefits 1,590 1,670 2,120 

Total non-current assets 7,382 19,472 26,531 

Total assets 18,701 35,704 36,627 

Current liabilities       

Accrued expenses 1,047 1,370 1,345 

Borrowings 3,230 3,714 4,657 

Leases and HP liability                     -                        -    - 

Other liabilities 116 129 278 

Trade creditors 2,789 2,304 3,853 

Employee entitlements provisions 2,606 3,237 4,998 

Total current liabilities 9,789 10,754 15,131 

Non-current liabilities       

Borrowings  208 1,573 375 

Employee entitlements provisions  93 118 115 

Leases and HP liability  238 14,369 13,400 

Provisions                     -    690 690 

Total non-current liabilities 539 16,750 14,580 

Total liabilities 10,328 27,504 29,711 

Net assets 8,373 8,200 6,915 

Source: FY20 audited accounts, FY21 and FY22 management accounts   

Key points  

▪ MCI has reported a positive net asset position since 30 June 2020.  However, the position deteriorated by $1.5m (17%) 

over the last three years. 

▪ Between 30 June 2020 and 30 June 2022, cash at bank reduced by $699k (95%) primarily due to: 

− the protracted and over budget factory relocation, which was largely funded from existing cash reserves and 

increases in creditor balances; and 

− the general deterioration in profitability during the period (including increased operating expenses).   
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▪ MCI’s trade debtors reduced by $312k (8%) between 30 June 2020 and 30 June 2022, which was largely driven by 

improved debtor collection activities (revenue increased during this time).   

▪ As part of the relocation to the Leased Premises, MCI incurred the following costs: 

Table 11: Leased Premises relocation costs     

Leased Premises relocation costs     

Description     $ '000  

Fixtures and fittings          5,670  

Plant and equipment          1,891  

Other relocation costs            487  

Total relocation costs          8,048  

Source: MCI books and records     

▪ Most of these relocation costs were capitalised, and had the following impacts on MCI’s balance sheet: 

− prepayments increased by $5.7m (418%) between 30 June 2020 and 30 June 2021 relating to capitalised 

prepaid, relocation expenses (mainly relating to fixtures and fittings and plant and equipment);  

− once the fixtures and fittings were installed and the plant and equipment commissioned, MCI reallocated c. 

$7.2m of capitalised relocation costs to the fixed asset register during FY22; and  

− the relocation costs were largely funded from cash reserves, increases in trade creditors and lease incentives. 

▪ Since 30 June 2021, MCI has recognised right of use assets over $10m relating to MCI’s leased premises in accordance 

with AASB16.  There has been a corresponding lease liability of $12.8m recorded in the balance sheet.   

▪ MCI’s balance sheet includes related party receivables from MRT and MRH totalling $1.78m as at 30 June 2022. 

Further commentary regarding the related party receivables and the Administrators’ recovery actions are detailed in 

sections 8.3.5 and 10 of this Report.  

▪ Between 30 June 2020 and 30 June 2022, total liabilities increased (excluding lease liabilities) by $6.6m (60%) primarily 

due to increased: 

− trade debts totalling $1m, reflective of the working capital constraints being experienced by MCI; 

− taxation liabilities by $0.4m during this period, relating to PAYG, GST and payroll tax; 

− borrowings of $2m relating to new finance facilities sought by MCI over the period;  

− employee entitlements provisions by $2.4m during the period, which were adjusted to reflect an internal 

review undertaken in FY22 and subsequent increase in employee entitlement provisions; and 

− other provisions by $0.7m.    

▪ The above excludes the recognition of lease liabilities under AASB 16.  

 Cash flow  

MCI did not prepare historical cash flow statements.   
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 Administrators’ actions to date  

 

The Administrators and their staff have attended to the matters set out below since the Appointment Date:  

 Statutory and administration  

▪ Notified major financial institutions of the appointment and amended bank authorities. 

▪ Established new Administrators’ bank accounts. 

▪ Attended to the Administrators’ statutory duties, including informing ASIC, the ATO, the SRO and other statutory 

authorities of the appointment.  

▪ Held meetings and discussions with the Directors, management and key employees to understand the background, 

operating structure and financial position of MCI. 

▪ Issued requests to the Directors to complete a ROCAP and to deliver books and records to the Administrators. 

▪ Secured MCI’s books and records including electronic records.  

▪ Completed an initial review of MCI’s books and records and undertook preliminary investigations to ascertain MCI’s 

financial position, director conduct and transactions that may be recoverable by a liquidator. 

▪ Liaised with key stakeholders, including but not limited to, employees, customers, secured creditors, management, 

landlord, creditors and government contacts.   

▪ Arranged insurance coverage on all MCI operations.  

▪ Sought and obtained Orders extending the convening period to 1 March 2023. 

▪ Attended to other general and statutory requirements, including liaising with ATO and SRO in respect of taxation 

obligations during the administration period. 

 Sale of business process   

▪ Shortly after the appointment, and in parallel to stabilising trading operations, the Administrators developed and 

implemented a national public marketing campaign for the sale and/or recapitalisation of MCI.   

▪ Refer to section 7 for details of the sale process during the Administration period.  

 Trade-on management  

▪ Liaised with Management in relation to the stabilisation of the business and development of an initial trade-on 

strategy to maintain ongoing operations and continued reassessment of same. 

▪ Prepared detailed cash flow forecasts for the Administration. 

▪ Considered the day-to-day trading requirements, including attending regular staff meeting, to consider proposed 

spend. Where required, arranged approval of purchase orders and payment of invoices. 

▪ Attended to reconciliation of Administrators’ cash position on a regular basis and evaluate ongoing trading position.  

▪ Communicated with customers and suppliers regarding continuity of service on contracts, securing payments and 

supply during the Administration trading period. 

▪ Developed and implemented revised trading and control policies, including responding to queries in conjunction with 

MCI management. 

▪ Continued communication between MCI management, employees, the Administrators and their staff to align 

messaging regarding Administration process and establishing escalation processes and procedures. 

This section of the Report provides details regarding the key activities undertaken by the Administrators and 

their staff since the Appointment Date.   
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▪ Reviewed key financial information required for monitoring ongoing trading, including cash flow forecasts, timing of 

key cash inflows and outflows and related information. 

▪ Established financial control processes for payments, purchase orders and document retention matters. 

▪ Worked with MCI management to assist with providing access to financial information and preparing analysis relevant 

to the Administrators’ trading position and estimated outcome statement for the Administration period. 

▪ Completed an inventory and fixed asset listing.  

▪ Obtained and considered a valuation for the plant and equipment.  

▪ Liaised with suppliers to establish new accounts and securing ongoing supply of services. 

▪ Liaised with the Secured Creditors about their rights and the Administrators’ trading and asset realisation strategies. 

▪ Liaised with the Secured Creditors in relation to financed debtor collection and reconciliation of same.  

▪ Authorised purchase orders and maintained a purchase order register. 

▪ Reconciled the Administration cash position on a daily basis and evaluated ongoing trading position. 

▪ Issued correspondence and holding discussions with the landlord, including advising them of the Administrators 

appointment and discussing the initial strategy of the administration, and their rights as landlord pursuant to the 

leases. 

▪ Sought legal advice regarding the Administrators’ requirements with respect to the ongoing payment of a security 

deposit to the landlord.   

▪ Considered the debtors position at appointment and attended to regular debtor reconciliation with support from MCI 

employees.  

▪ Engaged with key customers to negotiate suitable payment arrangements to accelerate account settlement;  

▪ Undertook various WHS reviews and inductions relating to the leased premises.  

▪ Engaged with the Administrators’ insurance brokers in respect of insurance requirements, including completing a WHS 

review 

▪ Attended to the required risk mitigation action plans recommended by MCI’s insurance. 

▪ Managed ongoing Workcover claims.  

▪ Attended to repair works required following the partial flooding of MCI’s leased premises.  

▪ Revised and assessed claims received from employees, suppliers and customers. 

 Employees  

▪ Held regular briefings with employees, management and union representatives. 

▪ Ensured all staff were made aware of their rights and obligations on the Appointment Date, and the impact of the 

administration process on their entitlements.  

▪ Reviewed employee files and MCI’s books and records to understand employment details and liaising with the Human 

Resources team on an ongoing basis.  

▪ Reviewed and finalised payroll during the administration period. 

▪ Prepared and issued a detailed circular and frequently asked questions documents to all staff, also made publicly 

available on the McGrathNicol website. 

▪ Revised employee contracts and relevant awards to assist with calculating employee entitlements. 

▪ Considered the pre-appointment employee entitlements position. 

▪ Prepared an employee entitlement model, calculating and reconciling both pre-administration and post-administration 

employee entitlements. 
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▪ Assisted employees with preparing and submitting documentation in relation to the First Meeting of Creditors in the 

Administration. 

▪ Corresponded with various government agencies including Child Support, WorkCover, Centrelink and the Department 

of Employment and Workplace Relations.  

▪ Terminated 28 employees following feedback from interested parties and as part of a rightsizing of the MCI business. 

▪ Prepared employee termination and resignation letters, together with separation certificates for terminated employees 

(as required). 

▪ Facilitated employee information sessions with the Department of Jobs to support redundant staff. 

▪ Corresponded with employees in response to their queries. 

 Creditors  

▪ Reviewed MCI’s books and records and issued notices of appointment, together with the Initial Circular to Creditors 

convening the First Meeting of Creditors held on 14 November 2022. 

▪ Convened and chaired the First Meeting of Creditors. 

▪ Prepared and lodged minutes of the First Meeting of Creditors with ASIC. 

▪ Formed a COI at the First Meeting of Creditors and subsequently liaising with Committee members regarding their 

appointment and responding to queries. 

▪ Prepared the Administrators’ Report (i.e. this Report) pursuant to section 75-225 of the IPR including: 

− undertaking preliminary investigations into MCI’s affairs; 

− making a recommendation to creditors on the future of MCI; and 

− convening the Second Meeting of Creditors. 

▪ Reviewed MCI’s books and records and any PODs received, to determine the value of the unsecured creditor claims. 

▪ Provided regular updates to the Secured Creditors, including the preparation of various return analysis.  

▪ Liaised with PPSR security interest holders identified from searches of the PPSR in relation to goods and/or services 

supplied to the MCI Group under security arrangements. 

▪ Assessed, reviewed and adjudicated on claims for retention of title and enforcement of security, liaising with claimants 

and maintaining a register of security interests and claims. 

▪ Facilitated enquiries from secured creditors (including retention of title claimants) and customers in respect of their 

secured assets, inventory or tooling held on site.  

▪ Liaised with the Australian Financial Security Authority relating to the discharge of certain PPSR registrations. 

▪ Responded to notices from suppliers and other creditors in relation to legal notices brought against MCI. 

▪ Made available on the McGrathNicol website various information sheets issued by ASIC and ARITA in relation to 

creditors’ rights in administration and the administration process generally.  

▪ Corresponded to creditors in response to their enquiries. 

 Investigations 

▪ Refer to section 10 of this Report for details of the investigations during the administration period.  

 Other  

▪ Reviewed the EPA EAN issued with respect to MCI’s previous site in Moorabbin. 

▪ Sought legal advice as to the EPA EAN and the Administrators’ obligations.  

▪ Liaised with external consultants to complete the remaining works required under the EPA EAN.  
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▪ Assisted MRT relating to the de-merger of its IT systems from the MCI environment. 

▪ Considered the terms of the related party loan agreements between MCI, MRT and MRH. 

▪ Assessed, negotiated and accepted an offer to purchase the MRT and MRH related party loans. 
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 Sale of Business  

 Summary 

Shortly after the Appointment, the Administrators commenced a public process for the sale and/or recapitalisation of the 

MCI business and assets.  The sale process involved 42 interested parties on an accelerated timeline, who submitted bids 

on a confidential basis. 

The purpose of the immediate and accelerated sale process was to:  

▪ maximise the chances of achieving a recapitalisation or whole of business sale of MCI as a going concern;  

▪ minimise the impact on operations, by providing certainty to key stakeholders (i.e. employees and customers); and  

▪ provide a better return to creditors than an immediate winding up.  

 Initial sale process 

Shortly after their appointment, the Administrators:  

▪ advertised the business for sale in the Australian Financial Review and the Australian; 

▪ contacted possible interested parties as suggested by the Directors and Management, as well as parties that were 

known to the Administrators as having interest in the manufacturing industry;  

▪ prepared an initial sale flyer for distribution to interested parties;  

▪ prepared due diligence materials for inclusion in a data room to be accessed by interested parties; 

▪ prepared a briefing pack to be circulated to interested parties; and  

▪ engaged with interested parties to facilitate their due diligence requirements.  

An overview of the initial sale process timeline is summarised below:  

Table 12: Initial sale process timeline  

Initial sale timetable   

Milestone Date Outcome  

Expressions of interest (EOI) sought 2 November 2022  

EOI closed 21 November 2022 42 EOI’s received 

Information memorandum provided to interested parties 

(following receipt of executed Confidentiality Agreement) 

n/a 24 EOI’s returned signed confidentiality 

agreements and were provided with a copy of 

the information memorandum  

Non-binding indicative offers  22 November 2022  

Preferred bidders due diligence / management presentations 22 November 2022  

Final offers  12 December 2022 2 final offers received in initial sale process 

 Offers received  

As outlined above, the initial sale process culminated in two final offers for the MCI business and assets.   

After assessing the final offers, on 16 December 2022, the Administrators entered into a HoA with a preferred purchaser 

for the sale of the MCI business and assets.  As part of the HoA, the preferred purchaser was provided with an exclusivity 

period to 23 December 2022 to finalise the terms of an asset sale agreement.   

This section of the Report provides an outline of the sale process undertaken by the Administrators.  
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The exclusivity period was subsequently extended to 16 January 2023 to allow the preferred purchaser to undertake further 

diligence, specifically with respect to certain critical accreditations required to operate the MCI business post settlement of 

any transaction.  There were further extensions to the exclusivity period, ultimately to 31 January 2023.   

After expiration of the exclusivity period, the preferred purchaser withdrew from the transaction.    

 Subsequent sale process 

The Administrators immediately sought to re-engage with certain interested parties once the abovementioned exclusivity 

period expired.  The interested parties were provided with additional due diligence information and access to management 

over a one-week period to re-confirm their interest in the MCI business and assets.  

An overview of the subsequent sale process timeline is summarised below:  

Table 13: Subsequent sale process timeline  

Subsequent sale timetable   

Milestone Date Outcome  

Re-engage with certain interested parties 1 February 2023  

Access to additional due diligence information 3 February 2023  

Revised, final offers due 8 February 2023 Final offer received 

 Outcome 

The subsequent sale process resulted in one final offer received for the MCI business and assets.   

After assessing the revised, final offer, the Administrators pleasingly entered into a binding sale agreement with Mackay 

Australia to acquire the business and assets of MCI on 21 February 2023.  Mackay Australia is a subsidiary of Derwent 

Industries Pty Ltd, an Australian owned business which manufactures and distributes a range of products for industries, 

including water, wastewater, irrigation, mining, rail, and defence.   

The key commercial terms of the sale are summarised below: 

Table 14: Key terms of sale agreement  

Key terms of sale agreement  

Term Details 

Purchaser Mackay Australia Pty Ltd (ACN 665 735 615) 

Purchase price $1,500,000 (including a $250,000 deposit) 

Assets being purchased Goodwill, plant and equipment, inventory, intellectual property, books and records, domain names, 

business names and employees   

Assumed liabilities Accrued leave entitlements of transferring employees 

Condition precedents ▪ Certain key employees transferring to the Purchaser; 

▪ 90% of all employees transferring to the Purchaser; and 

▪ Lease terms being agreed with the Landlord. 

Contract date 21 February 2023 

Settlement Within two weeks of execution / contract date 

The Sale Transaction, if completed, will result in: 

▪ Mackay Australia acquiring the MCI business and assets on an “as is, where is” basis; 

▪ the continued operations of MCI, a business which is over 90 years old and an important supplier to various industries, 

including defence; 

▪ the ongoing provision of services to customers; and 
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▪ the continued employment of 73 employees, avoiding the crystallisation of c. $5.7m in priority employee claims 

(including $1.7m in leave accruals and $4m in redundancy and PILN).  In addition, there was $1.4m of personal leave 

that transferred to the Purchaser as part of the Sale Transaction. 

The sale is expected to complete on 2 March 2023. 
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 Report on company activities and property 

 Background 

Pursuant to section 438B(2) of the Act, a company director must submit a ROCAP within five (5) business days of the 

administration.  A ROCAP is a report summarising the director’s understanding of the financial position of a company as at 

the date of the appointment of administrators, as well as their view on the reasons for failure.  

The Directors were requested to provide a ROCAP on 3 November 2022 pursuant to section 438B(2) of the Act.  On two 

separate occasions on 4 November 2022 and 22 November 2022, the Directors requested an extension to complete the 

ROCAP.  The Administrators granted these requested extensions up to 25 November 2022.    

 Director ROCAP 

The Directors’ ROCAP, together with the Administrators ERV of MCI’s assets and liabilities, summarised below:  

Table 15: ROCAP 

ROCAP and Administrators' estimate as at Appointment Date    

$'000 

      

Directors' estimate 

Administrators' estimate 

  Ref    Low High 

Assets             

Cash at bank   8.3.1   303               -               -    

Trade debtors   8.3.2   3,993 3,425 3,550 

Fixed assets   8.3.3   10,110 1,500 1,500 

Inventory   8.3.4   6,249 1,690 1,690 

Related party loans   8.3.5   1,610 425 425   

Security deposits   8.3.6   2,241 -    1,145 

Tax benefits   8.3.7   2,139           -         -    

Total assets       26,645 7,040 8,310  

Liabilities              

Secured creditors   8.4.1   (4,303) (4,188) (4,188) 

Priority creditors    8.4.2   (3,033) (3,414) (3,414) 

Unsecured creditors   8.4.4   (7,574) (6,961) (6,961) 

Total liabilities        (14,910) (14,563) (14,563) 

Estimated surplus/ (deficiency) before costs   11,735 (7,523) (6,253) 

Source: Directors' ROCAP and Administrators analysis 

The Administrators’ comments regarding the assets and liabilities disclosed in the Directors’ ROCAP are set out as follows:  

 Assets 

 Cash at bank 

At Appointment, MCI held funds of $760,979 across multiple bank accounts. 

Following Appointment, NAB exercised its statutory right of set-off and retained MCI’s pre-appointment cash at bank 

against amounts owed by MCI.  

Accordingly, the Administrators do not anticipate any realisations from cash at bank. 

This section of the Report sets out the information provided by the Directors on their view of the financial 

position of MCI, and the Administrators’ comments on the reasonableness of that information and any 

realisations that have been made since the Appointment Date.  
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 Trade debtors  

At Appointment, MCI had pre-appointment debtors with a book value of $3.55m, of which $3.42m has been collected.  

Table 16:  Pre-appointment debtor position  

Pre-appointment debtor collections        

$'000   Book value  Debtor collections 

Local debtors (financed with NAB)   2,950 2,840 

Export debtors   600 585 

Total   3,550 3,425 

Source: MCI books and records and Administrators' analysis       

Since Appointment, the Administrators have taken specific steps to maximise pre-appointment debtor recoveries, including: 

▪ retention of certain accounts receivable finance team members; 

▪ issued broad communications to all debtors encouraging payment of outstanding invoices; 

▪ reconciled individual debtor positions and issued monthly statements to progress payment of outstanding amounts; 

▪ significant direct communications with key higher value customers / debtors (i.e. meetings / calls / emails); and 

▪ monitored and followed up daily debtor reporting.  

As noted in section 4.5, MCI’s pre-appointment local debtors were subject to a debtor finance facility provided by NAB.  

Under the facility, NAB holds fixed security of pre-appointment debtor collections and has retained all local, factored 

debtor receipts since Appointment.   

 Fixed assets  

Fixed assets largely relate to fixtures and fitting, plant and equipment, office furniture and IT equipment located at the 

Leased Premises.  Following their Appointment, the Administrators engaged Gordon Brothers to prepare a fixed asset 

listing, as well as provide a valuation of the fixed assets.  

Proceeds from the ASA of $1.5m has been attributed to the fixed assets.  

 Inventory  

At Appointment, MCI held inventory with a book value of $5.2m as summarised below: 

Table 17: Inventory analysis as at the date of appointment  

Inventory        

$'000     Book value  

Raw materials     1,938 

Finished goods     3,298 

Work in progress     128 

Stock inspection     12 

Stock in transit     (173) 

Total     5,203 

Source: MCI books and records        

Under the terms of the ASA, an amount of $1.6m was attributed to the inventory, which is equivalent to the value of 

transferring employee entitlements assumed by the Purchaser (being annual leave, leave loading and long service leave).  
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 Related party loans   

MCI’s records detailed outstanding related party loans of $2.3m owed to MCI at Appointment, summarised below:    

Table 18: Related party loans  

Balance of related party loans     

Related party   $‘000 

MRH   1,004 

MRT   1,295  

Total related party loans          2,299  

Source: MCI books and records     

The related party loans consist of cash advances made to MRT and MRH by MCI, as well as non-cash transactions for the 

supply of goods and services between the related parties.  The terms of the loans were documented through formal loan 

agreements.  

Following their Appointment, the Administrators received an offer to purchase the loans owed by MRT and MRH to MCI 

from Eccmo (related entity).  The Administrators subsequently held several discussions with Eccmo which culminated in the 

Administrators accepting an offer of $425,000 for the purchase of the two loans. 

In accepting the offer from Eccmo, the Administrators considered:   

▪ the loans were not in default and were due to be repaid over 16 months (for MRH) and 8 years (for MRT); 

▪ MRT’s statutory right to set-off amounts owed by MCI under usual trading arrangements; 

▪ various discounted cash flow analysis scenarios which considered the extended loan terms and inherent collection risk; 

▪ the immediate cash flow impact which was critical to fund ongoing operations while a sale of MCI was progressed; 

▪ uncertainty as to the voracity of the MRH loan, whereby there was limited knowledge as to the basis of the loan, how 

the loan balance had accumulated and the inclusion of various non-cash items in the loan ledger; 

▪ the estimated return if MCI sought to ultimately wind up MRT and MRH; 

▪ litigation risk associated with legally pursuing the loans (in the event of default), as well as that the MRT loan’s 

jurisdiction may have been in Thailand; and 

▪ the ongoing resources required to monitor and collect the loans over an extended loan term.   

The funds were received from Eccmo on 23 December 2022. 

 Security deposits 

The Directors’ ROCAP disclosed the following security deposits:  

Table 19: Security deposit position at appointment date     

Security deposits      

$'000 Low   High   

Leased premises - security deposit              -            945 

Environmental deposit -  200  

Total security deposits -  1,145  

Source: MCI books and records     

Key Points: 

▪ As part of the lease agreement for the Leased Premises, MCI provided the landlord with a security deposit in the 

amount of $1.4m.  The security deposit had been partly funded by lease incentives provided by the landlord. 

▪ Shortly following the Administrators’ Appointment, the landlord withdrew approximately $454,000 from the security 

deposit relating to pre-appointment rent arrears.  Following completion of the Sale Transaction, the Administrators will 

seek an accounting of the security deposit by the landlord.  
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▪ In or around 2014, MCI entered into an environmental deed relating to its previous site in Morrabbin.  Pursuant to the 

terms of deed, MCI provided a security deposit of $500k, of which $300k has since been returned to MCI.  The 

Administrators will seek an accounting of the security deposit by the landlord.  

 Tax benefits 

The Directors’ ROCAP discloses income tax benefits of $2.1m (mainly related to carried forward tax losses).  The 

Administrators’ do not anticipate that the carried forward taxes can be realised for the benefit of creditors.   

 Liabilities 

 Secured creditors 

Refer to section 4.5 of this Report.  

 Amounts owed to employees 

Refer to section 4.7 of this Report.  

 Unsecured creditors 

Refer to section 4.8 of this Report.  
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 Explanations for MCI’s difficulties 

 Directors’ reasons for difficulties 

The Directors have advised that, in their view, MCI failed due to the following key factors:  

▪ the site relocation was delayed and over-budget.  The relocation required significant capital expenditure, as well as 

disrupted operations and profitability during this time; 

▪ supply-chain disruption and raw material and labour cost increases associated with the COVID-19 pandemic in 2020 

and 2021 resulted in pressure on MCI’s working capital; and 

▪ MCI was over-leveraged and unable to raise new debt or equity to alleviate the liquidity and working capital pressures. 

 Administrators’ reasons for failure 

The Administrators do not dispute the Directors’ views in relation to the factors which contributed to MCI’s failure.   

In addition, the Administrators’ view is that the following factors contributed to MCI’s failure, amongst others: 

▪ inadequate cash flow; 

▪ a build-up in trade creditors and statutory debts (ATO and SRO), leading to various creditor recovery actions; 

▪ the capital intensive nature of MCI’s business; and 

▪ high staff turnover in the last 18 months, particularly within MCI’s finance team. 

 Outstanding statutory demands and/or winding up applications 

On 27 July 2022, the SRO issued MCI with a statutory demand for $768,059.05 relating to unpaid payroll tax which was not 

responded to within the 21-day statutory time frame.   

Although MCI did not respond to the statutory demand within the 21-day statutory time frame, MCI sought to 

subsequently negotiate a payment arrangement with the SRO.  A payment arrangement was not ultimately agreed.  

 

  

This section of the Report provides the Directors and the Administrators’ views on the underlying causes 

contributing to the failure of MCI.  
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 Administrators’ investigations and potential avenues for recovery  

 Overview 

The Administrators are required to investigate and report on whether there are any potential recoveries or actions available 

in a liquidation, or any transactions that appear to be voidable pursuant to the Act whereby a liquidator (if appointed) may 

be able to recover money or property for the benefit of creditors.  These investigations enable the Administrators to form 

an opinion on each of the three possible options available to creditors to vote at the Second Meeting of Creditors. 

An Administrator is also required, in circumstances that include where it appears to the Administrator that a past or 

present officer of the company may have been guilty of an offence in relation to the company, to complete and lodge a 

report with ASIC pursuant to section 438D of the Act.   

ARITA has issued an information sheet titled “Offences, Recoverable transactions and insolvent trading”, providing general 

information for creditors about insolvent trading and voidable transactions.  A copy of this information sheet is provided at 

Appendix B of this report. 

The findings of the Administrators’ investigations, together with details of the types of recovery actions that may be 

available to a liquidator, are provided in this section of the Report.  Given the investigations are undertaken in a relatively 

short timeframe, the work undertaken and conclusions reached are preliminary in nature.  Further work will be undertaken 

should MCI be wound up. 

 Investigations undertaken 

The Administrators have investigated MCI’s business, property, affairs and financial circumstances in accordance with 

section 75-225(3) of the IPR. 

The investigations undertaken include, but are not limited to: 

▪ review and analysis of MCI’s financial information and other books and records; 

▪ review and analysis of MCI’s bank accounts; 

▪ discussions with the Directors and management about MCI’s affairs; 

▪ discussions with key stakeholders such as the Secured Creditors; 

▪ review of the ROCAP prepared by the Directors; 

▪ discussions with employees; and 

▪ searches of publicly available information such as ASIC and the PPSR. 

 Determining the date of insolvency 

A crucial element of most statutory recovery actions available to liquidators is to establish the date when the entity subject 

to their appointment became insolvent.  

In determining the solvency of MCI, the Administrators have considered the following: 

▪ the definition of insolvency contained in section 95A of the Act; and 

▪ case law and ASIC guidance on indicators of insolvency. 

The following range of tests and indicators may be considered when determining if and when MCI became insolvent.   

 Tests of insolvency  

Section 95A of the Act states that: 

“95A(1) A person is solvent if, and only if, the person is able to pay all the person’s debts, as and when they 

become due and payable. 

This section of the Report informs creditors about the investigations undertaken by the Administrators to date, 

and sets out whether any potential recovery actions have been identified that may be available to a liquidator to 

pursue for the benefit of creditors. 
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95A(2) A person who is not solvent is insolvent.” 

“Person” includes corporations and individuals under section 2C of the Acts Interpretation Act 1901 (Cth). 

There are two generally accepted financial tests to determine whether a company is insolvent.  These tests are the ‘balance 

sheet’ test and the ‘cash flow test’: 

▪ the balance sheet test, which indicates that an entity is solvent so long as it has positive net assets and can eventually 

meet its liabilities from its assets.  The balance sheet test has no regard to the timing of the payment of debts.  

Section 10.4 of this Report outlines the Administrators’ preliminary findings in this regard; and 

▪ the cash flow test, which involves an assessment of whether an entity’s immediately available (or readily realisable) 

assets are sufficient to meet its due and payable debts.  Section 10.5 of this Report outlines the Administrators’ 

preliminary findings in relation to the cash flow test. 

The cash flow test is generally considered to be more closely aligned to the requirements of section 95A of the Act than 

the balance sheet test.  However, the balance sheet test is useful in providing context for the proper application of the 

cash flow test.  Accordingly, the Administrators have considered both tests in undertaking their preliminary assessment as 

to the point of insolvency for MCI, as set out in the following sections. 

 Indicators of insolvency  

In ASIC v Plymin, Elliot & Harrison (2003) VSC 123, Justice Mandie referred to a list of indicators of insolvency when 

considering the application of the solvency test.  These have become accepted indicators in the Australian insolvency 

industry.  ASIC has also issued Information Sheet 42 titled “Insolvency: A Guide for Directors”.  In this document, ASIC has 

set out a suite of indicators of insolvency. 

The Administrators have considered these generally accepted indicators of insolvency with reference to MCI and note the 

following: 

Table 20: Indicators of insolvency 

Indicates insolvency: ✓  Does not indicate insolvency: x Further investigation required: ? 

Tests of insolvency Administrators’ comments Indicator 

Absence of a business plan In the period prior to the Administration, the Directors and certain 

management representatives held regular meetings to develop and 

implement a turnaround plan for the business.  The plan was reviewed, 

assessed and updated on a regular basis by the Directors.    

The Directors were also being advised by various advisors regarding 

MCI’s turnaround plan and solvency position during this time.  

More generally, MCI also maintained detailed business plans and go-to-

market strategies for each segment, as expected of a business of MCI’s 

size and complexities.   



Lack of cash flow forecasts and 

other budgets 

While MCI did not prepare historical cash flow statements, management 

maintained a rolling 13-week cash flow forecast.  The 13-week cash flow 

forecast was utilised to manage MCI’s cash position and prioritise critical 

payments. 

The forecast was reviewed on a regular basis by the Directors.  

MCI’s most recent iteration of the 13-week cash flow forecast (prepared 

in or around October 2022) indicated that MCI would deplete cash 

resources by early-November 2022, if no significant capital injection 

(debt or equity) was received.    

 



 

 2.02-230301-MACKCON01-Administrators Report 36 

Tests of insolvency Administrators’ comments Indicator 

Increasing debt, overdraft limit 

reached, increased monitoring 

by financier and inability to 

obtain finance 

As outlined in section 4.5, the Secured Creditors provided various 

finance facilities to MCI.  In the period prior to the Administration: 

▪ there was increased monitoring by the Secured Creditors of MCI’s 

position given the financial difficulties that it was experiencing; and 

▪ the Secured Creditors continued to support MCI and provided 

various extensions, deferrals and waivers to MCI in relation to the 

facilities. 

Additionally, in the period shortly prior to the Administrations, MCI 

sought additional finance outside of the existing facilities.  While MCI 

engaged in discussions and progressed due diligence with various 

financiers, MCI was ultimately unable to obtain additional finance.  

✓ 

Incomplete financial records or 

disorganised internal 

accounting procedures 

MCI maintained audited financial accounts up to FY20 and subsequently, 

detailed management accounts to Appointment Date (FY23).   

While the audit of the FY21 financial accounts was in progress, there 

were two key matters delaying finalisation of the audit (relating to a 

fixed asset register and concerns regarding going concern).  These open 

audit matters indicated that the financial records had potential 

inaccuracies. 

✓

Problems selling stock or 

collecting debts 

The Administrators are not aware of MCI having any problems selling 

stock or collecting debts.    

Unrecoverable loans to related 

parties  

As outlined in section 8.3.5, MCI provided loans to MRT and MRH.  The 

Administrators understand that the loans were largely funded from the 

sale of MCI’s previous site in Moorabbin.  

At Appointment, the loans totalled $2.2m.  All instalments under the 

terms of the loans were up to date at Appointment.  

The loans were documented by way of formal loan agreements and 

were not due for repayment until on 30 June 2024 (for MRH) and 1 July 

2030 (for MRT).  The loan agreements did not provide any mechanism 

to demand early repayment. 

✓ 

Creditors unpaid outside usual 

terms, special arrangements 

with creditors and/or payments 

to creditors of rounded sums 

Based on MCI’s records, there were several payment arrangements in 

place with key suppliers.  

In addition, MCI’s records indicate that 70% of creditors were outside 

normal terms at Appointment (refer to section 10.5.4). 

✓ 

Solicitors’ letters, demands and 

other judgements 

On 27 July 2022, the SRO issued MCI with a statutory demand for 

$768,059 relating to unpaid payroll tax.  The statutory demand expired 

on 17 August 2022.   

The Directors were not made aware of the SRO’s statutory demand by 

Management until September 2022 (after it expired).  

Under section 459C of the Act, a company is presumed to be insolvent 

if it has failed to comply with a statutory demand by the due date.  

✓ 
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Tests of insolvency Administrators’ comments Indicator 

Suppliers placing the company 

on cash on delivery (COD) 

terms and/or collecting stock 

Based on MCI’s records, there is evidence of various suppliers placing 

MCI on COD terms or making threats to collect unpaid stock and/or 

leased assets due to unpaid amounts.  These matters were usually 

resolved upon MCI making payment or reaching a payment 

arrangement with respect to the unpaid amounts.   

✓ 

Overdue taxes and 

superannuation liabilities 

MCI has significant arrears owing to statutory authorities, including: 

▪ $2.0m to the ATO relating to unpaid GST and PAYG from as early as 

June 2022 (and potentially earlier pending further PAYG 

investigation); and 

▪ $0.8m to the SRO to unpaid payroll tax from as early as October 

2021. 

MCI had sought to agree payment arrangements with the ATO and 

SRO, however these attempts were ultimately unsuccessful.  

The Directors were not made aware of the extent of the ATO and SRO 

arrears.  ATO and SRO lodgements were managed by a senior employee 

within the finance team.  

✓ 

Inability to raise finance In the period shortly prior to the Administration, MCI sought to raise 

additional funds via debt and/or equity.  While the Directors progressed 

negotiations and due diligence with various financiers, these attempts 

were ultimately unsuccessful. 

The Directors appointed Administrators once it became apparent that 

additional funds were not forthcoming.  

✓ 

Board disputes, director 

resignations and/or loss of 

management personnel 

The Administrators are not aware of any board disputes. 

One of the Directors, Lyn Davis resigned on 1 November 2022, however 

this was not due to any board disputes.  MCI’s Chief Financial Officer 

resigned in early September 2022.   

  

Concerns raised by staff Several staff members employed in MCI’s finance team advised of 

increased enquiries from suppliers regarding outstanding accounts since 

mid-2022.   

The Administrators have also been verbally advised that certain staff 

members raised concerns with the level of supplier enquiries with the 

Directors, which the Administrators have not substantiated.  

✓ 

Source: McGrathNicol analysis, Management discussions and MCI books and records 

 Books and records 

The Administrators are required to provide an opinion as to whether MCI’s books and records were maintained in 

accordance with section 286 of the Act.  This section of the Act requires that a company must keep written financial 

records that: 

▪ correctly record and explain its transactions, financial position and performance; and 

▪ would enable true and fair financial statements to be prepared and audited. 

Failure to maintain books and records in accordance with section 286 of the Act provides a presumption of insolvency.  

This presumption can be relied upon by a liquidator in an application for compensation for insolvent trading and other 

actions for recoveries pursuant to the Act from directors and/or related parties. 
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The Administrators consider that in order to comply with section 286 of the Act, a company operating the type of business 

undertaken by MCI should, as a minimum, maintain the following books and records:   

▪ financial statements, including profit and loss, balance sheet and cashflow statements;  

▪ general ledger and journal;  

▪ cash records, including cash receipts and payments;  

▪ bank account statements, bank reconciliations and bank loan documents;  

▪ creditor records, including creditor ledgers and outstanding invoices;  

▪ statutory records, including annual returns and ASIC forms;  

▪ taxation records including tax returns and lodgements; 

▪ registers of members; and  

▪ minutes of meetings of directors and members.  

Having regard to the overall records maintained, the Administrators are of the opinion that MCI complied with the material 

aspects of the requirements set out at section 286 of the Act.  The books and records appear to sufficiently record and 

explain MCI’s transactions, financial position and financial performance.   

Consequently, there would be no presumption of insolvency argument available to a liquidator as a result of a lack of 

compliance with section 286 of the Act. 

 Balance sheet analysis  

The balance sheet test specifies that a person or company is insolvent if its total liabilities exceed the value of its total 

assets, i.e. there are insufficient assets to discharge its liabilities at a point in time.  

As detailed in section 5.3, MCI reported a net asset surplus of more than $6.9m since as early as 30 June 2022.  The net 

asset surplus has been largely underpinned by debtors, inventory, fixed assets and right of use assets.  

Notwithstanding this observation, the Administrators consider the balance sheet test on its own to be insufficient when 

considering the solvency of MCI, and additional cash flow analysis is discussed below.   

In the event that MCI is placed into liquidation further investigation and analysis will be undertaken.   

 Cash flow analysis 

An assessment of a company’s solvency position on a cash flow basis requires a review of the company’s ability to meet its 

ongoing liabilities from its available cash and/or other resources.  As noted above, this is consistent with the “solvency” test 

under Australian law as set out in section 95A of the Act.  

This requires consideration of issues such as:  

▪ the availability of cash and liquid assets available to meet liabilities; 

▪ ongoing trading losses; 

▪ the quantum and ageing profile of trade creditors; 

▪ the timely payment of statutory liabilities; and 

▪ access to finance and funding support.  

 Available cash  

To understand MCI’s available cash in the period prior to the Appointment Date, the Administrators have reviewed the 

monthly closing cash position together with MCI’s level of borrowings.  

Set out below is a graph illustrating MCI’s closing cash balance over time.  
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Figure 2: MCI’s monthly closing cash position 

 

Source: MCI books and records 

Key points 

▪ Since January 2020, MCI operated with cash within a range of $100k to $1m. 

▪ Since March 2021, MCI’s cash position started to deteriorate significantly, and MCI begun operating with minimal 

available cash.    

▪ On one occasion, at the end of May 2022, MCI’s accounts were overdrawn.  

▪ MCI’s net debt position significantly deteriorated from January 2021 primarily due to the costs of the relocation (partly 

funded from borrowings) compounded with declining profit margins.   

 Liquid assets  

The current assets of MCI together with the current liabilities, provides a snapshot of its resources which were available for 

the payment of debts.  The Administrators’ analysis to 12 months prior to the date of the Administration indicates that 

from at least July 2021, MCI had insufficient liquidity to meet its current liabilities, as follows: 

Table 21: Liquid assets 

Current ratio from November 2021 to October 2022             

$m Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 

Current assets 

      

10.74  9.78  

        

9.53  

         

10.20  

     

11.05  

       

10.69  

       

10.22  

       

10.10  10.18 10.19 10.00 10.67 

Current liabilities (14.53) (13.86) (13.93) (14.73) (15.36) (15.20) (14.64) (14.06) (15.20) (15.69) (15.41) (16.06) 

Net current 

assets 
(3.79) (4.08) (4.40) (4.53) (4.31) (4.51) (4.42) (3.96) (5.02) (5.50) (5.41) (5.39) 

Current ratio (0.74) (0.71) (0.68) (0.69) (0.72) (0.70) (0.70) (0.72) (0.67) (0.65) (0.65) (0.66) 

Source: MCI Management accounts                   
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Key points 

▪ Current assets mainly comprise cash, debtors, inventory and prepayments.  Current liabilities mainly comprise accrued 

expenses, current borrowings (a debtor finance facility), trade creditors and employee entitlement provisions.  

▪ Based on MCI’s records, MCI has reported a net current asset deficiency since as early as November 2021.  The 

position gradually worsened to a deficiency of $5.39m by October 2022.   

▪ The current ratio is a liquidity ratio that measures a company’s ability to pay shot-term debt obligations.  A current 

ratio of less than 1 may indicate a company has insufficient current assets to meet short-term debt obligations.  Since 

November 2021, MCI has reported a current ratio of less than 1.  

▪ Monthly cash balances progressively reduced from June 2021, with cash held in bank account sitting in the range of 

$100k and $400k in the 12-months period leading up to Administration.  

▪ In May 2022, MCI’s bank accounts went into a small overdraft, and in the same month, reflected an increased reliance 

in financing facilities to fund working capital. 

▪ Trade debtors position fluctuates on a month-to-month basis in the 12-months leading up to appointment, in the 

range of $3.1m and $4.8m. 

▪ Increase of the creditor balance and arrears is evident in the 12-months leading up to appointment.  

 Ongoing trading losses 

MCI’s net profit for the 12-month period prior to the Appointment is summarised below: 

Figure 3: Monthly NPAT 

  

Source: MCI books and records 

Key points 

▪ Since November 2021, MCI has reported a NPAT loss in nine of the last 12 months and a cumulative net loss of 

$1.0m. 

▪ Consistent losses indicate that MCI was generating insufficient profits from its operating activities to fund its 

operations and service its debts.  
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 Trade creditor ageing   

MCI’s trade creditor ageing profile for the 6-month period from April 2022 to October 2022 is summarised below: 

Figure 4: Monthly Aged Trade Creditors Analysis

 

Source: MCI books and records 

Key points 

▪ The above graph relates to trade creditors only.  It excludes statutory creditors. 

▪ As illustrated above, there has been an increasing trend in both the total quantum and ageing of trade creditors since 

May 2022.  This indicates that MCI relied on extended payment terms from suppliers to fund its working capital 

requirements over the analysed period. 

▪ The total trade creditors position increased from $1.4m in May 2022 to $3.6m in October 2022, according to MCI’s 

books and records. This represents an increase of c. 61% of the creditor position.  

▪ By July 2022, 40% of trade creditors were outside payment terms, and by October 2022, about 70% of trade creditors 

were outside terms by at least 30 days overdue.  

 Statutory creditors 

The below table provides a summary of outstanding statutory creditors at the Appointment Date based on MCI books and 

records, as well as PODs received during the Administration.  

Table 21: Statutory creditors as at Appointment Date  

Statutory creditors as at Appointment   

Creditor  Type of debt    Debt amount ($) 

ATO PAYG/GST              1,982,612  

SRO Payroll Tax                768,059  

ATO Superannuation Guarantee Charge                91,841  

Total               2,842,512  

Source: MCI books and records, PODs received    
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Key points 

▪ Amounts owed to the ATO relate to unpaid GST and PAYG obligations from as early as June 2022 (due and payable in 

July 2022).  Based on the Administrators review of the ATO’s running account balance, the amount owed by MCI 

increased substantially from early October 2022 due to revisions in PAYG amounts owed.  Our preliminary 

investigations indicate that MCI’s tax advisers provided updated PAYG reconciliations to the ATO in September 2022 

which led to the increased assessment.  This requires further investigation.  

▪ Amounts owed to the SRO relate to outstanding payroll tax lodgements from as early as October 2021 (due and 

payable in November 2021).   The debt owed to the SRO increased by $428,559, which our preliminary investigations 

indicate was for prior period payroll tax that had been unaccounted for.  This requires further investigation. 

▪ On 27 July 2022, the SRO issued MCI with a statutory demand for $768,059.  The statutory demand 21-day response 

period expired on 17 August 2022.  Under section 459C of the Act, a company is presumed to be insolvent if it has 

failed to comply with a statutory demand by the due date.   

 Availability of funding  

In the months leading to the Appointment, the Directors were meeting regularly to review and monitor MCI’s financial 

position.  In parallel, the Directors sought the assistance of external advisors and were exploring opportunities to raise 

additional funding (via debt and/or equity) to support the short-term working capital requirements of MCI.  

While the Directors held various discussions with possible funders and progressed due diligence, these attempts to raise 

funds were unsuccessful.  When it became apparent that funding was not forthcoming, the Directors took steps to place 

MCI into Administration.  

During this time, MCI obtained support from the Secured Creditors by way of extensions to certain facilities, together with 

waivers and variations of other facilities.  

 Administrators’ conclusions regarding solvency  

Solvency is a question of fact to be ascertained from a consideration of a company’s financial position as a whole. 

However, Australian Courts have determined that the primary test of solvency is a cash flow test. 

The Administrators’ preliminary investigations indicate that MCI was likely to have become insolvency from at least 27 July 

2022 (the date of the SRO statutory demand) and possibly earlier pending further investigations.  In coming to this 

position, the following key factors are noted: 

▪ MCI reported a net current asset deficiency since as early as November 2021.  The position gradually worsened to a 

deficiency of $5.5m by August 2022.  MCI was operating with minimal cash and other current assets to meet its debts 

as and when they fell due without access to additional funding.  

▪ MCI reported a current ratio of less than 1 since November 2021.  

▪ Since November 2021, MCI reported a NPAT loss in nine of the last 12 months which indicates the business was 

generating insufficient profits from its operating activities to fund its operations and service its debts.  

▪ Between November 2020 and September 2021, MCI relocated to the current Leased Premises.  The relocation costs of 

approximately $8m were largely funded from existing cash, working capital reserves and lease incentives.  The 

relocation resulted in significant working capital constraints on MCI, leading to an increase in trade and statutory 

creditors.  

▪ While MCI reported revenue growth in FY20, FY21 and FY22, profit margins had deteriorated which compounded 

liquidity pressures caused by the factory relocation.  

▪ There had been increasing trend in both the total quantum and ageing of trade creditors since at least July 2022.  

▪ There are significant arrears owed to the ATO and SRO.  Both the ATO and SRO arrears increased substantially 

between June and September 2022 relating to prior period reporting deficiencies.  The Directors were not advised of 

the extent of ATO and SRO arrears by Management.  The Directors sought to engage with the ATO and SRO to 

negotiate repayment plans once they became aware of the extent of the arrears.  

▪ On 27 July 2022, the SRO issued MCI with a statutory demand for $768,059 which MCI did not respond to within the 

21-day statutory period.  The Directors were not made aware of the statutory demand until September 2022.  
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▪ In the period prior to the Administration, the Directors and certain key management held regular meetings to assess 

MCI’s financial position, as well as to develop and implement a turnaround plan for the business.  The Directors were 

advised by various external advisors in this regard.  

▪ MCI prepared rolling 13-week cash flow forecasts which were utilised to manage MCI’s cash position and prioritise 

critical payments.  MCI’s most recent iteration of the 13-week cash flow forecast (prepared on or around October 

2022) indicated that MCI would deplete cash resources by early-November 2022, if no significant capital injection 

(debt or equity) was received.    

▪ In the months leading to the Appointment, the Directors explored numerous opportunities to raise additional funding 

(via debt and/or equity) to support the short-term working capital requirements of MCI.  When it became apparent to 

the Directors that funding was not forthcoming and all options had been explored, they took steps to place MCI into 

Administration.  

 Insolvent trading 

 Directors’ liability  

Pursuant to section 588G of the Act, a director of a company has a duty to ensure that the company does not incur debts 

that it is unable to pay, i.e. that it does not trade whilst insolvent.  

In the event that a company is placed into liquidation, and insolvent trading is found to have occurred, the directors are 

personally liable for the debts incurred during that time.  Before a court will order that a person pay compensation in 

respect of insolvent trading, a liquidator must establish that: 

▪ the person was a director of the company at the time the company incurred the debt the subject of the claim; 

▪ the company was insolvent at that time or became insolvent by incurring the debt; 

▪ at that time, there were reasonable grounds for suspecting that the company was insolvent or would become insolvent 

by incurring the debt; and 

▪ the debt, which is the subject of the claim, was wholly or partly unsecured and the creditors with outstanding amounts 

suffered loss and damage. 

Based on the Administrators’ review of MCI’s books and record, the quantum of any insolvent trading claim may be in 

excess of $1.4m being an estimate of the value of creditors incurred after 27 July 2022 (note that the movement in value 

of trade creditors between 31 July 2022 and 31 October 2022 was $1.4m per 10.4.4 above).  A liquidator, if appointed, 

would undertake further investigations as to the quantum of any insolvent trading action. 

 Statutory defences 

There are various statutory defences available to directors in defending an insolvent trading claim, as set out in section 

588H of the Act.  In summary, these are that the director:  

▪ had reasonable grounds to expect that the company was solvent at the time the debt was incurred; 

▪ had reasonable grounds to believe, and did believe, that a competent, reliable person was responsible for providing 

adequate information on the company’s solvency and that person fulfilled that responsibility.  On the basis of such 

information, the director believed that at the time the debt was incurred, and considering the other debts existing at 

that time, the company was solvent and remained solvent;  

▪ was ill (and therefore did not take part in management) at the time the debt was incurred; and 

▪ took reasonable steps to prevent the debts being incurred. 

In addition to statutory defences, section 588GA of the Act was introduced in September 2017, providing a protection for 

directors against insolvent trading claims, in certain circumstances.  The Safe Harbour legislation was introduced to 

encourage directors, in circumstances where their company’s solvency is in question, to formulate and take courses of 

action that it expects to result in a better outcome than the immediate appointment of an administrator or liquidator.   

The protection is available in circumstances where, as soon as the director suspected that the company was or could 

become insolvent, they engaged in activities that were reasonably likely to lead to a “better outcome” for the company, 

and any new debts from that time were incurred directly or indirectly in relation to those activities. 
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 Conclusions 

The Administrators’ preliminary investigations indicate the Directors, amongst other things: 

▪ remained informed of MCI’s financial position in the period prior to the Administration; 

▪ sought the advice of various external advisors as to MCI’s solvency position and turnaround plan; 

▪ sought to immediately engage with the ATO and SRO once the extent of arrears was known;  

▪ sought and obtained the ongoing support of the lenders; and 

▪ explored various funding options (debt and equity) and immediately sought to appoint the Administrators once it 

became apparent that funding would not be forthcoming.  

A liquidator, if appointed, would undertake further investigations as to the availability of any statutory defences.  

 Voidable transactions 

 Administrators’ work undertaken and preliminary findings in relation to unfair preference claims 

Pursuant to Part 5.7B of the Act, certain transactions that occurred prior to the Appointment Date, including where 

property was disposed of or dealt with, may be recovered by a liquidator for the benefit of creditors. 

This may result in, amongst other things, a requirement for a third party to return property and/or money and thereby 

increase the assets available to the liquidator for distribution to creditors.  These transactions are known as voidable 

transactions. 

Section 75-225 of the IPR requires an administrator to specify whether there are any transactions that appear to the 

administrator to be voidable transactions in respect of which money, property or other benefits may be recoverable by a 

liquidator under Part 5.7B of the Act.    

It is important to note that a number of voidable transactions can only be recovered if the company in question is proven 

to have been insolvent at the time of the transaction.  As set out at section 10.6 of the Report, the Administrators’ 

preliminary opinion is that MCI may have been insolvent from as early as 27 July 2022 and possibly earlier.   

The main voidable transactions that require insolvency to be established are: 

▪ unfair preferences: transactions between the insolvent entity and a creditor resulting in the creditor receiving from the 

insolvent entity, in relation to an unsecured debt owed to the creditor, a greater amount than the creditor would have 

received had it proved for that debt in a winding up of the company; and 

▪ uncommercial transactions: transactions which a reasonable person in the place of the insolvent entity would not 

have entered into, taking into account the benefits and the detriment to the insolvent entity, the respective benefits to 

the other parties involved and any other relevant matters. 

Other voidable transactions which may be claimed regardless of solvency are: 

▪ unfair loans: a loan agreement where the interest or charges are considered to be extortionate.  Unfair loans made to 

the entity any time prior to the appointment of the Administrators may potentially be overturned by a subsequently 

appointed liquidator, whether or not the entity was insolvent at the time the loan was entered into; 

▪ unreasonable director related transactions: transactions with a director or a related entity of the director which a 

reasonable person in the place of the entity would not have entered into, taking into account the benefits and the 

detriment to the entity, the respective benefits to the other parties involved and any other related matters; and 

▪ security interests created within six months of the relation back day: these may be unenforceable under certain 

circumstances. 

The financial accounting records and other sources of information relating to MCI were reviewed to identify any potential 

voidable transactions and the Administrators’ preliminary conclusions are set out below. 

 Unfair preferences 

An unfair preference is a transaction, or series of transactions, between the insolvent entity and a creditor resulting in the 

creditor receiving from the insolvent entity, in relation to a debt owed to the creditor, a greater amount than the creditor 



 

 2.02-230301-MACKCON01-Administrators Report 45 

would have received had they proved for the debt in a winding up, or in respect of a secured creditor, an amount greater 

than the value of the security.  

In order to bring an action for recovery of an unfair preference against a creditor of MCI, an appointed liquidator would be 

required to demonstrate that the relevant entity was insolvent at the time of the transaction, as well as a number of other 

elements.  These include that the creditor received a preference over other creditors, and that the recipient of the 

preference had grounds to suspect that the relevant entity was insolvent at the time of receiving payment. 

Similar to insolvent trading actions, there are a range of defences available to parties that received a payment identified as 

a potential unfair preference.  These defences would be considered prior to commencing recovery actions against 

individual creditors.  

There are a range of matters that might impact the ultimate recovery against these potential preference claims, including: 

▪ the possible application of the running account principle, which may reduce the face value of the claims identified; 

▪ the availability of statutory defences and other counter arguments such as that the creditor held security; and 

▪ costs associated with recovery, including possibility ligating the claims, with the attendant litigations risk.  

The statutory defences to an unfair preference claim include receiving payment in good faith and that the creditor had no 

reasonable grounds for suspecting that the company was insolvent at the time of receiving payment. 

The Administrators preliminary investigations identified specific, larger payments to certain trade and statutory creditors 

totalling between $0.4m and $0.7m over 10 to 15 payments during the relation back period which may give rise to 

potential unfair preference claims.   

Further investigations will be conducted by a liquidator, if appointed, to confirm whether the payments would constitute 

unfair preference payments and if so, whether it is commercial to pursue.  

 Uncommercial transactions 

Based on preliminary investigations the Administrators have not identified any transactions that would constitute an 

uncommercial transaction.   

Further investigations will be conducted if a liquidator is appointed. 

 Unfair loans 

Based on MCI’s books and records, one of the Directors, Ross Paton, provided a loan to MCI totalling $360k.  The loan was 

repaid in full in November 2021.  Based on preliminary investigations, the Administrators consider the loan is unlikely to 

constitute an unfair loan.  Further investigations will be conducted if a liquidator is appointed. 

 Unreasonable director related and related party transactions  

As outlined in section 8.3.5, MCI provided loans to MRT and MRH.   Based on preliminary investigations, the Administrators 

consider the loans are unlikely to constitute unreasonable related party transactions.  

Further investigations will be conducted as to unreasonable director related transactions if a liquidator is appointed. 

 Circulating security interests created within six months of the relation-back day (voidable charges) 

Pursuant to section 588FJ of the Act, a circulating security interest created within six months of the relation back day is 

void against a company’s liquidator, except so far as it secures:  

▪ an advance paid to the company, or at its direction, at or after that time and as consideration for the circulating 

security interest; 

▪ interest on such an advance;  

▪ the amount of a liability under a guarantee or other obligation undertaken at or after that time on behalf of, or 

for the benefit of, the company;  

▪ an amount payable for property or services supplied to the company at or after that time; or 

▪ interest on an amount so payable. 
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The Administrators have undertaken a review of MCI’s records and the PPSR registrations and have not identified any 

security interests which were registered during the relation back period, which have not since been discharged since 

Appointment.  

 Funding to pursue insolvent trading and voidable transactions 

Creditors should note that insolvent trading and voidable transaction actions can only be pursued in a liquidation and 

would require significant further investigation prior to establishing that valid, pursuable claims exist, which would need to 

be funded by either creditors or a litigation funder. 

 Director duties 

Sections 180 to 184 of the Act set out the duties, obligations and responsibilities imposed on directors, which are designed 

to promote good governance and ensure that directors act in the interests of a company.  These duties include:  

▪ duty of care and diligence;  

▪ duty of good faith;  

▪ duty not to make improper use of position; and  

▪ duty not to make improper use of information. 

The Administrators’ investigations are continuing.  Any misconduct that is identified will be reported to ASIC should the 

company be placed into liquidation.  

 Other offences 

 Section 206A – Disqualified person not to manage corporations 

Pursuant to section 206A of the Act, a person who is disqualified from managing corporations commits an offence if they 

continue to have an active role in the management of a corporation. 

The Administrators have not identified any disqualified person acting in a management capacity of MCI. 

 Section 1307 – Falsification of books 

Pursuant to section 1307 of the Act, an officer, employee, former employee, member or former member of a company who 

engages in conduct that results in the concealment, destruction, mutilation or falsification of any securities of or belonging 

to the company or any books affecting or relating to affairs of the company is guilty of an offence. 

In the course of undertaking preliminary investigations, the Administrators have not had reason to suspect any potential 

breach under section 1307 of the Act. 

 Section 1041H – Misleading or deceptive conduct (civil liability only) 

Pursuant to section 1041H of the Act, a person must not engage in conduct, in relation to a financial product or a financial 

service, that is misleading or deceptive or is likely to mislead or deceive. 

In the course of undertaking preliminary investigations, the Administrators have not had reason to suspect any potential 

breaches under section 1041H of the Act. 

 Directors’ financial position 

In circumstances where an insolvent trading claim or a breach of director’s duty claim is commenced, the avenues of 

recovery include any insurance coverage in place and/or the Directors personally.  To this end, the Administrators have 

identified real property assets in the name of the Directors.  

These properties are subject to registered mortgages and other security interests.  

An appointed liquidator would review the Directors’ personal asset position in detail when undertaking a cost benefit 

analysis if it was decided to pursue a claim for insolvent trading or breach of director duties. 
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 Directors and Officers’ insurance 

Prior to Appointment, MCI maintained a Directors & Officers insurance policy.  The Administrators understand that there 

were outstanding premiums owing under the policy at Appointment and that the policy lapsed prior to the Appointment 

Date.  
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 Anticipated return to creditors  

 Liquidation scenario 

The Administrators have prepared an estimated return to creditors of MCI on the basis that creditors resolve at the second 

meeting to wind up MCI (given that no DOCA has been proposed at this time), which is summarised below: 

Table 23: Liquidation analysis 

Liquidation analysis       

$’000 Ref Low High  

Estimated non-circulating assets       

Cash at bank 8.3.1 - - 

Debtors (financed with NAB)  8.3.2 2,840 2,857 

Fixed assets 8.3.3 1,500 1,500 

Less:         

Trading and realisation costs    (600) (250) 

Administrators' fees and disbursements Rem report (600)   (625) 

Liquidators' fees and disbursements Rem report (50)   (45) 

Total estimated non-circulating asset realisations   3,090 3,437 

Less: Secured creditor claims   (4,188) (4,188) 

Non-circulating surplus available for priority and unsecured creditors Nil Nil 

Estimated circulating assets realisations       

Debtors 8.3.2 585 585 

Inventory 8.3.4 1,600   1,600 

Less: Assumed transferring employee entitlements 8.3.4 (1,600)   (1,600) 

Related party loans 8.3.5 425 425 

Security deposits 8.3.6 250 750 

Liquidator recoveries 10.8 100   500 

Less:         

Trading and realisation costs    (500)   (400) 

Administrators' fees and disbursements Rem report (810)   (1,086) 

Liquidators' fees and disbursements Rem report (50)   (255) 

Total estimated circulating asset realisations   Nil 519 

Estimated net asset realisations available for priority creditors Nil 519 

Less: Priority creditors 4.7 (5,041)   (5,041) 

Estimated net asset realisations available for unsecured creditors Nil Nil 

Estimated return to creditors (cents/$)         

Priority (employee) creditors   Nil   10 

Unsecured creditors   Nil   Nil 

In preparing the above calculations, the Administrators have made certain estimates relating to asset realisations and costs 

to be incurred.  The Administrators have also made certain estimates relating to their remuneration, which will only be paid 

to the extent funds are available from realisations across the administration or liquidation.   

 

 

This section of the Report outlines the estimated outcome for Creditors the liquidation of MCI. 



 

 2.02-230301-MACKCON01-Administrators Report 49 

The above calculations are an estimate only and may change due to, amongst other things:  

▪ the final amount realised from MCI’s assets and particularly whether the Sale Transaction completes;  

▪ final proving of creditor claims;  

▪ changes in the quantum of the Administrators’ and any subsequent liquidators’ costs; and  

▪ allocation of proceeds and costs between circulating and non-circulating asset estates. 

As illustrated above, absent any potential material recoveries by a liquidator (if appointed) in respect of insolvent trading 

or liquidators’ recovery actions (high case scenario), it is likely that there will be no return to priority or unsecured 

creditors.   
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 Options available to creditors  

The Administrators are required to provide creditors with a statement of their opinion about each of the courses of action 

in respect of which creditors are entitled to vote at the Second Meeting of Creditors.  

The Administrators are required to opine on whether it would be in the creditors’ interests for: 

▪ the Administration to end with control of MCI reverting to the Directors; 

▪ MCI to enter into a DOCA; or 

▪ MCI to enter liquidation and be wound up. 

Creditors are also entitled to vote to adjourn the Second Meeting of Creditors for up to 45 business days. 

 Administration to end 

Creditors may consider ending the Administration and returning the control of MCI to the Directors.  This would only be 

appropriate in circumstances where MCI was deemed to be solvent. 

The Administrators do not believe this to be a viable option, noting that MCI remains insolvent and has no access to 

funding.  It would not be appropriate to return control of an insolvent company to its Directors.  

In the Administrators’ opinion, it is not in the best interests of creditors of MCI to vote for the Administration to 

end. 

 DOCA 

A DOCA is a binding arrangement between a company and its creditors governing how the company’s affairs will be dealt 

with.  It aims to maximise the chances of the company, or as much as possible of its business, continuing, or to provide a 

better return for creditors than an immediate winding up.  A DOCA binds all unsecured creditors, even if they voted 

against the proposal.  

There has been no DOCA proposal submitted for MCI and the Administrators are not aware of any party that intends to 

propose a DOCA prior to the Second Meeting of Creditors. 

In the absence of a DOCA proposal for MCI, the Administrators cannot recommend nor propose a resolution that 

would result in MCI entering into a DOCA. 

 MCI to be wound up 

An Administrator would usually recommend that creditors vote for the winding up of a company that is insolvent or likely 

to become insolvent in the absence of an acceptable DOCA proposal.  An Administrator would also recommend liquidation 

in preference to a DOCA if there is a strong likelihood that recoveries in a liquidation (for example, voidable transaction 

recoveries) will improve the return to creditors in comparison to the return expected under a DOCA. 

The liquidation of MCI would involve: 

▪ the completion of a more detailed investigation into the affairs of MCI and the conduct of the Directors; 

▪ further enquiries regarding potential insolvent trading and voidable transaction actions;  

▪ reporting to ASIC in relation to offences (if any) committed by the Directors; and  

▪ adjudicating creditor claims and payment of any dividends. 

The costs of administering the liquidation would depend, to a large extent, on the following circumstances:  

▪ the timing and work required to complete the sale transaction;  

▪ the timing and work required to wind down trading operations; and 

▪ nature of any further investigations in respect of potential voidable transactions and other recovery actions.  

This section of the Report provides creditors with a statement of the Administrators’ opinion regarding each 

course of action creditors are entitled to vote for at the Second Meeting of Creditors. 
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In the Administrators’ opinion (and in the absence of a DOCA proposal for MCI), it is in the best interests of 

creditors to vote that MCI be placed into liquidation.  

 Administrators’ recommendation  

   

For the reasons set out above, the Administrators, at the time of writing this Report, recommend that Creditors 

resolve that MCI be placed into liquidation.   
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 Receipts and Payments 

Details of the Administrators’ receipts and payment during the period 2 November 2022 to 24 February 2023 are set out in 

the table below:  

Table 24: Receipts and payments 

Receipts and payments for the period 2 November 2022 to 24 February 2023 

Amount ($ incl. GST where applicable)   

Receipts   

Sale proceeds  250,000  

Debtors receipts (factored and non-factored debtors)  4,354,906  

Loan repayment  425,000  

Other income  83,887  

Total receipts  5,113,793  

    

Payments   

Bank charges (87) 

Insurance (220,020) 

IT costs (108,219) 

Legal fees (141,407) 

Payroll (2,667,052) 

Rent & rates (298,086) 

Supplier payments (1,007,885) 

GST paid (107,083) 

PAYG paid  106,951  

Superannuation  119,148  

Total payments (4,323,740) 

Cash at bank as at 24 February 2023  790,053  

Source: Administrators' accounts   
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 Other matters for consideration 

 Creditor information on remuneration 

An administrator’s remuneration can only be fixed by resolution of a COI, a company’s creditors or by application to the 

Court.  

In accordance with section 449E of the Act and the ARITA Code of Professional Practice, Schedules of Remuneration 

Methods and Hourly Rates was provided to creditors with the Administrators’ Initial Circular to Creditors dated 7 

November 2022.  The Administrators’ remuneration to date has been calculated based on hourly rates and time spent by 

the Administrators and their staff.   

Enclosed with this Report is the Administrators’ Remuneration Approval Report with respect to MCI.  This report deals with 

the remuneration incurred to date and future remuneration required to deal with the remainder of the Administration and 

the future of MCI (depending on the outcome of the Second Meeting of Creditors).  The “time based/hourly rates” method 

of remuneration will continue be used if the Administrators are appointed Deed Administrators or Liquidators at the 

Second Meeting of Creditors.    

At the Second Meeting of Creditors, creditors will be asked to consider, and if thought fit, approve remuneration for the 

periods (as appropriate): 

Table 25: Remuneration summary 

Summary of remuneration sought         

Resolutions   

Remuneration 

report reference   

Amount ($) (exc. 

GST) 

Voluntary administration         

Actual remuneration for the period 2 November 2022 to 24 February 2023 A, B     1,611,456  

Estimated remuneration for the period 25 February 2023 to 8 March 2023 C       100,000  

Liquidation        

Estimated remuneration for the period of the liquidation    D       300,000  

Total approval sought - in the event that MCI is placed into liquidation   2,011,456 

Note: Approval for future remuneration sought is based on an estimate of the work necessary to reach this milestone. Should 

additional work be required beyond what is contemplated, further approval may be sought from creditors 

In the event that the Administrators’ or Liquidators’ (if appointed) remuneration in any of the periods where remuneration 

has been estimated is below the amount approved, only the amount actually incurred will be drawn.  If actual 

remuneration exceeds the amount approved, the Administrators/Liquidators may seek further approval by one of the ways 

described above.   

The remuneration of the Administrators and liquidators will only be paid to the extent funds are available from realisations 

across the administration or liquidation.  The Administrators consider there is a possible likelihood that there will be 

insufficient funds to pay their remuneration in full.  

ARITA has issued an “Approving remuneration of an external administrator” information sheet providing general 

information for creditors on the approval of an External Administrator’s fees in a liquidation scenario, a voluntary 

administration or a DOCA.  This information sheet is available from the ARITA website (www.arita.com.au) and is included 

at Appendix B. 

 Committee of Inspection and other resolutions 

In the event that creditors resolve that MCI be wound up, the Act provides that a COI may be formed and that other 

powers may be given to the liquidators.  An information sheet on committees of inspection is available from the ARITA 

website (www.arita.com.au) and is included at Appendix B.  

If appointed, a COI would provide the liquidators with a sounding board in relation to creditors’ views on any contentious 

issues, and may approve certain matters (for example compromises of claims and the liquidator’s remuneration).  

 

http://www.arita.com.au/
http://www.arita.com.au/
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At the Second Meeting of Creditors, if MCI is placed in liquidation, creditors will be invited to consider: 

▪ whether a COI should be formed, and, if so, which creditors should be on the committee; 

▪ consider authorising the liquidators to compromise debts of the company pursuant to section 477(2A) of the Act; and 

▪ consider authorising the liquidators to enter into agreements that may take longer than three months to complete 

pursuant to section 477(2B) of the Act.  
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 Second Meeting of Creditors 

The second statutory meeting of creditors has been convened to be held at 11:00am (AEDT) on Wednesday, 

8 March 2023. 

The meeting will be held virtually using online video conferencing on Zoom.  The online video conference can be joined 

from a computer (preferred) or telephone. 

Creditors planning on attending should register their intention to do so with the Administrators 

(MCIcreditors@mcgrathnicol.com) and provide a correctly completed POD and proxy form (if applicable) by 4:00pm 

(AEDT) Tuesday, 7 March 2023 to be provided with a link to join the meeting. 

Creditors who intend to vote at the meeting are required to lodge a form POD.  Creditors who have lodged a POD for the 

First Meeting of Creditors (or subsequent to the First Meeting of Creditors) do not need to complete a new form. 

Creditors may exercise their right to vote by voting at the meeting in person via the Zoom teleconference or vote by 

appointing a proxy. 

Pursuant to the Act, the proxy forms lodged by creditors for the First Meeting of Creditors cannot be used for the Second 

Meeting of Creditors.  Accordingly, creditors who are unable to attend the meeting and wish to be represented should 

ensure that a proxy form, power of attorney or evidence of appointment of a company representative is completed.   

A formal notice of meeting, POD form and proxy form are enclosed with the accompanying Circular to Creditors.  An 

information sheet “General information for Attending and Voting at Meetings of Creditors” has also been provided.   

Documents must be lodged with the Administrators’ office by 4:00pm (AEDT) Tuesday, 7 March 2023.  A copy of the 

minutes of the Second Meeting of Creditors will be lodged with ASIC within ten (10) business days of the meeting. 

 Contact  

Attached to this Report are information sheets issued by ARITA for the benefit of creditors. 

Please refer to the McGrathNicol website at https://www.mcgrathnicol.com/creditors/mackay-consolidated-industries-pty-

limited/ for further information regarding this engagement.  Creditors may also email MCIcreditors@mcgrathnicol.com if 

they have any queries.  

Dated: 1 March 2023 

 

 

Robert Smith  

Administrator    

 

 

  

mailto:MCIcreditors@mcgrathnicol.com
https://www.mcgrathnicol.com/creditors/mackay-consolidated-industries-pty-limited/
https://www.mcgrathnicol.com/creditors/mackay-consolidated-industries-pty-limited/
mailto:MCIcreditors@mcgrathnicol.com
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APPENDIX A Glossary 

Report Glossary  

$ Australian Dollars  

AASB Australian Accounting Standards Board 

Act Corporations Act 2001 (Cth) 

ACN Australian Company Number 

Administration  The voluntary administration of MCI by the Administrators  

Administrators Robert Smith and Keith Crawford 

Appointment Date Being 2 November 2022, the day that Robert Smith and Keith Crawford were appointed 

Voluntary Administrators 

Administrators’ Report or 

this Report 

Report to creditors prepared by the Administrators, pursuant to section 75-225 of the IPR 

dated 1 March 2023 

AEDT Australian Eastern Daylight Time  

ALLPAP All present and after-acquired property 

ANZ Bank Australia and New Zealand Banking Group Limited 

ARITA Australian Restructuring, Insolvency and Turnaround Association 

ASA or Sale Transaction Asset Sale Agreement dated 21 February 2023 between Mackay Australia and MCI 

ASIC Australian Securities and Investments Commission  

ATO Australian Taxation Office  

COD Cash on Delivery 

COI Committee of Inspection  

Court Federal Court of Australia  

Directors Edward Paton, Ross Paton and includes, John Davies (as former Director)  

DIRRI Declaration of Independence, Relevant Relationships and Indemnities 

DISP Defence Industry Security Program 

DOCA Deed of Company Arrangement 

EAN Environment Action Notice 

EAR Export Administration Regulations  

EBA Employee Bargaining Agreement 

EBITDA Earnings before interest, taxes, depreciation and amortisation  

Eccmo Eccmo Pty Ltd 

EFA Export Finance Australia  

EOI Expressions of Interest 

EPA Environment Protection Authority Victoria 

FEG Commonwealth Government Fair Entitlement Guarantee Scheme  

First Meeting of Creditors First statutory meeting of creditors of MCI held on 14 November 2022 in accordance 

with section 436E of the Act 
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Report Glossary  

FYXX Financial year for the period 1 July 20XX to 30 June 20XX 

GST Goods and Services Tax 

HOA Heads of Agreement 

IPR Insolvency Practice Rules (Corporations) 2016 

ITAR International Traffic in Arms Regulation 

Leased Premises 894-906 Taylors Road, Dandenong South, Victoria 

MCI or the Company Mackay Consolidated Industries Pty Ltd  

Mackay Australia Mackay Australia Pty Ltd (ACN 665 735 615), a subsidiary of Derwent Industries Pty Ltd 

MRH Mackay Rubber Holdings Pty td 

MRT Mackay Rubber Thailand  

NAB National Australia Bank 

NPAT Net Profit After Tax 

OEM Original Equipment Manufacturer 

PAYG Pay As You Go 

POD Proof of Debt 

PP&E Property, Plant and Equipment  

PPSR Personal Property Securities Register 

Purchaser Mackay Australia Pty Ltd (ACN 665 735 615), 

Relation Back Day The date the Administrators were appointed, being 2 November 2022  

Report This report dated 1 March 2023 

ROCAP Report On Company Activities and Property 

Second Meeting of 

Creditors 

Second statutory meeting of creditors of MCI convened for 7 December 2022 in 

accordance with section 439A of the Act 

Secured Debt Debt owed by MCI to Secured Creditors  

SRO Victorian State Revenue Office  

WHS Workplace Occupational Health and Safety 

UAV Unmanned Aerial Vehicle   

VA Voluntary Administration  
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APPENDIX B ARITA information sheets  

ARITA Information Sheet – “Committee of Inspection”   

ARITA Information Sheet – “Creditor Rights in Voluntary Administration”   

ARITA Information Sheet – “Offences, Recoverable Transactions and Insolvent Trading” 

ARITA Information Sheet – “Remuneration of an external administrator” 
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Information Sheet: Committees of Inspection 

 You have been elected to be, or are considering standing for the role of, a member of a Committee of 

Inspection (COI) in either a liquidation, voluntary administration or deed of company arrangement of a 

company (collectively referred to as an external administration). 

This information sheet is to assist you with understanding your rights and responsibilities as a member of 

a COI. 

What is a COI? 

 

A COI is a small group of creditors elected to represent the interests of creditors in the external 

administration. The COI advises and assists the external administrator and also has the power to 

approve and request certain things – this is discussed in more detail below. 

Membership of the COI is a voluntary, unpaid position. 

 

 

To be eligible to be appointed as a member of a COI, a person must be: 

• A creditor 

• A person holding the power of attorney of a creditor 

• A person authorised in writing by a creditor; or 

• A representative of the Commonwealth where a claim for financial assistance has, or is likely to 

be, made in relation to unpaid employee entitlements. 

If a member of the COI is a company, it can be represented by an individual authorised in writing to act 

on that creditor’s behalf. It also allows the creditor to maintain its representation if a change in the 

individual is required  

A COI usually has between 5 and 7 members, though it can have more, or less, depending on the size of 

the external administration. 

A member of a COI can be appointed by: 

• resolution at a meeting of creditors 

• an employee or a group of employees owed at least 50% of the entitlements owed to employees 

of the company 

• a large creditor or group of creditors that are owed at least 10% of the value of the creditors’ 

claims, 

If an employee or group of employees, or a large creditor or group of creditors, appoints a member to the 

COI, they cannot vote on the general resolution of creditors to appoint members to the COI. Each of 

these groups also have the power to remove their appointed member of the COI and appoint someone 

else. 

What is a COI? 

Who can be elected to a COI? 
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If you are absent from 5 consecutive meetings of the COI without leave of the COI or you become an 

insolvent under administration, you are removed from the COI. 

 

 

A COI has the following roles: 

• to advise and assist the liquidator, voluntary administrator or deed administrator (collectively 

referred to as the external administrator) 

• to give directions to the external administrator  

• to monitor the conduct of the external administration. 

In respect of directions, the external administrator is only required to have regard to those directions. If 

there is a conflict between the directions of the COI and the creditors, the directions of the creditors 

prevail. If the external administrator chooses not to comply with the directions of the COI, the external 

administrator must document why. 

A COI also has the power to: 

• approve remuneration of the external administrator after the external administrator has provided 

the COI with a Remuneration Approval Report (a detailed report setting out the remuneration for 

undertaking the external administration) 

• approve the use of some of the external administrator’s powers in a liquidation (compromise of 

debts over $100,000 and entering into contracts over 3 months) 

• require the external administrator to convene a meeting of the company’s creditors 

• request information from the external administrator 

• approve the destruction of the books and records of the external administration on the conclusion 

of the external administration 

• with the approval of the external administrator, obtain specialist advice or assistance in relation to 

the conduct of the external administration 

• apply to the Court for the Court to enquire into the external administration. 

An external administrator is not required to convene a meeting of creditors if the request by the COI is 

unreasonable, or provide requested information if the request is unreasonable, not relevant to the 

administration or would cause the external administrator to breach their duties. 

A request to convene a meeting of creditors is unreasonable if: 

• it would substantially prejudice the interests of a creditor or third party 

• there are insufficient funds in the external administration to cover the cost of the request 

• a meeting of creditors dealing with the same matters has already been held or will be held within 

15 business days, or 

• the request is vexatious. 

If a request for a meeting is reasonable, the external administrator must hold a meeting of creditors as 

soon as reasonably practicable. 

  

What are the roles and powers of a COI? 
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A request for information is unreasonable if: 

• it would substantially prejudice the interests of a creditor or third party 

• the information would be subject to legal professional privilege 

• disclosure of the information would be a breach of confidence 

• there are insufficient funds in the external administration to cover the cost of the request 

• the information has been provided or is required to be provided within 20 business days, or 

• the request is vexatious. 

If the request for information is not unreasonable, the external administrator must provide the requested 

information within 5 business days, but the law provides for further time in certain circumstances. 

An external administrator must inform the COI if their meeting or information request is not reasonable 

and the reason why. 

 

 

A COI exercises its powers by passing resolutions at meetings of the COI. To pass a resolution, a 

meeting must be convened and a majority of the members of the COI must be in attendance. 

A meeting is convened by the external administrator by giving notice of the meeting to the members of 

the COI. Meetings of the COI can be convened at short notice. The external administrator must keep 

minutes of the meeting and lodge them with ASIC within one month of the end of the meeting. 

ASIC is entitled to attend any meeting of a COI. 

 

 

A member of a COI must not directly or indirectly derive any profit or advantage from the external 

administration. This includes by purchasing assets of the company or by entering into a transaction with 

the company or a creditor of the company. This prohibition extends to related entities of the member of 

the COI and a large creditor(s) that appoints a member to the COI. 

Creditors, by resolution at a meeting of creditors, can resolve to allow the transaction. The member of 

the COI or the large creditor(s) that appoints a member to the COI is not allowed to vote on the 

resolution. 

Where can you get more information? 

 
The Australian Restructuring Insolvency and Turnaround Association (ARITA) provides information to 
assist creditors with understanding external administrations and insolvency. This information is available 
from ARITA’s website at www.arita.com.au/creditors. 

ASIC provides information sheets on a range of insolvency topics. These information sheets can be 
accessed on ASIC’s website at www.asic.gov.au (search “insolvency information sheets”). 

 

How does the COI exercise its powers? 

What restrictions are there on COI members? 

Where can you get more information? 

For more information, go to www.arita.com.au/creditors.  

Specific queries about the liquidation should be directed to the liquidator’s office. 

http://www.arita.com.au/creditors
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Creditor Rights in Voluntary Administrations 

 

Requests must be reasonable.  

They are not reasonable if: 

(a) complying with the request would 

prejudice the interests of one or more 

creditors or a third party 

 
(b) the information requested would be 

privileged from production in legal 

proceedings 

 
(c) disclosure would found an action for 

breach of confidence 

 
(d) there is not sufficient available 

property to comply with the request 

 
(e) the information has already been 

provided 

 
(f) the information is required to be 

provided under law within 20 

business days of the request 

 
(g) the request is vexatious 

If a request is not reasonable due to (d), 

(e) or (f) above, the voluntary 

administrator must comply if the creditor 

meets the cost of complying with the 

request. 

Otherwise, a voluntary administrator must 

inform a creditor if their information 

request is not reasonable and the reason 

why. 

 

 

 

 

 

As a creditor, you have rights to request meetings and information or take certain actions: 

  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Right to request 
information

Right to give 
directions to 

voluntary 
administrator

Right to appoint a 
reviewing 
liquidator

Right to replace 
voluntary 

administrator

Right to request information 

Information is communicated to creditors in a voluntary 

administration through reports and meetings.  

In a voluntary administration, two meetings of creditors are 

automatically held. You should expect to receive reports and notice 

of these meetings:  

▪ The first meeting is held within 8 business days of the 

voluntary administrator’s appointment. A notice of meeting and 

other information for this meeting will be issued to all known 

creditors.  

 
▪ The second, or decision, meeting is usually held within 6 

weeks of the appointment, unless an extension is granted. At 

this meeting, creditors will get to make a decision about the 

company’s future. Prior to this meeting the voluntary 

administrator will provide creditors with a notice of the meeting 

and a detailed report to assist in making your decision. 

Important information will be communicated to creditors prior to 

and during these meetings. Creditors are unable to request 

additional meetings in a voluntary administration. 

Creditors have the right to request information at any time. A 

voluntary administrator must provide a creditor with the requested 

information if their request is ‘reasonable’, the information is 

relevant to the voluntary administration, and the provision of the 

information would not cause the voluntary administrator to breach 

their duties.  

A voluntary administrator must provide this information to a creditor 

within 5 business days of receiving the request, unless a longer 

period is agreed.  If, due to the nature of the information requested, 

the voluntary administrator requires more time to comply with the 

request, they can extend the period by notifying the creditor in 

writing.  
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Creditors, by resolution, may give a voluntary administrator directions in relation to a voluntary 

administration. A voluntary administrator must have regard to these directions, but they are not required to 

comply with the directions.  

If a voluntary administrator chooses not to comply with a direction given by a resolution of the creditors, they 

must document their reasons for not complying. 

An individual creditor cannot provide a direction to a voluntary administrator. 

 

Creditors, by resolution, may appoint a reviewing liquidator to review a voluntary administrator’s 

remuneration or a cost or expense incurred in a voluntary administration. The review is limited to: 

▪ remuneration approved within the six months prior to the appointment of the reviewing liquidator, and  

▪ expenses incurred in the 12 months prior to the appointment of the reviewing liquidator. 

The cost of the reviewing liquidator is paid from the assets of the voluntary administration, in priority to 

creditor claims. 

An individual creditor can appoint a reviewing liquidator with the voluntary administrator’s consent, however 

the cost of this reviewing liquidator must be met personally by the creditor making the appointment. 

 

At the first meeting, creditors have the right to remove a voluntary administrator and appoint another 

registered liquidator to act as voluntary administrator.  

A creditor must ensure that they have a consent from another registered liquidator prior to the first meeting if 

they wish to seek the removal and replacement of a voluntary administrator. 

Creditors also have the opportunity to replace a voluntary administrator at the second meeting of creditors: 

▪ If creditors vote to accept a proposed deed of company arrangement, they can appoint a different 

registered liquidator as the deed administrator. 

 

▪ If creditors vote to place the company into liquidation, they can appoint a different registered liquidator as 

the liquidator. 

It is however usual for the voluntary administrator to act as deed administrator or liquidator.  It would be 

expected that additional costs would be incurred by an alternate deed administrator or liquidator to gain the 

level of knowledge of the voluntary administrator.  

Like with the first meeting, a creditor must ensure that they have a consent from another registered 

liquidator prior to the second meeting if they wish to seek to appoint an alternative registered liquidator as 

deed administrator or liquidator. 

 

 

 

Right to appoint a reviewing liquidator 

Right to replace voluntary administrator 

Right to give directions to voluntary administrator 

For more information, go to www.arita.com.au/creditors. 

Specific queries about the voluntary administration should be directed to the voluntary 

administrator’s office. 

http://www.arita.com.au/creditors


 
Voluntary Administration 

Creditor Information Sheet   
Offences, Recoverable Transactions and  
Insolvent Trading  
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A summary of offences under the Corporations Act that may be identified by the administrator: 

180 Failure by company officers to exercise a reasonable degree of care and diligence in the exercise 
of their powers and the discharge of their duties. 

181 Failure to act in good faith. 

182 Making improper use of their position as an officer or employee, to gain, directly or indirectly, an 
advantage. 

183 Making improper use of information acquired by virtue of the officer’s position. 

184 Reckless or intentional dishonesty in failing to exercise duties in good faith for a proper purpose. 
Use of position or information dishonestly to gain advantage or cause detriment.  This can be a 
criminal offence. 

198G  Performing or exercising a function or power as an officer while a company is under administration.  

206A Contravening a court order against taking part in the management of a corporation. 

206A, B Taking part in the management of corporation while being an insolvent, for example, while 
bankrupt. 

206A, B Acting as a director or promoter or taking part in the management of a company within five years 
after conviction or imprisonment for various offences. 

209(3) Dishonest failure to observe requirements on making loans to directors or related companies. 

254T Paying dividends except out of profits. 

286 Failure to keep proper accounting records. 

312 Obstruction of an auditor. 

314-7 Failure to comply with requirements for the preparation of financial statements.  

437D(5) Unauthorised dealing with company's property during administration.  

438B(4) Failure by directors to assist administrator, deliver records and provide information.  

438C(5) Failure to deliver up books and records to the administrator.  

588G Incurring liabilities while insolvent 

588GAB Officer’s duty to prevent creditor-defeating disposition 

588GAC A person must not procure a company to make a creditor-defeating disposition 

590 Failure to disclose property, concealed or removed property, concealed a debt due to the 
company, altered books of the company, fraudulently obtained credit on behalf of the company, 
material omission from Report as to Affairs or false representation to creditors. 

596AB Entering into an agreement or transaction to avoid employee entitlements. 

 
 
Preferences 

A preference is a transaction, such as a payment by the company to a creditor, in which the creditor receiving the 
payment is preferred over the general body of creditors.  The relevant period for the payment commences six 
months before the commencement of the liquidation.  The company must have been insolvent at the time of the 
transaction, or become insolvent because of the transaction. 

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

Creditor-defeating disposition 

Creditor-defeating dispositions are the transfer of company assets for less than market value (or the best price 
reasonably obtainable) that prevents, hinders or significantly delay creditors’ access to the company’s assets in 
liquidation. Creditor-defeating dispositions are voidable by a liquidator. 

Offences 

Recoverable Transactions 
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Uncommercial Transaction 

An uncommercial transaction is one that it may be expected that a reasonable person in the company's 
circumstances would not have entered into, having regard to the benefit or detriment to the company; the 
respective benefits to other parties; and any other relevant matter. 

To be voidable, an uncommercial transaction must have occurred during the two years before the liquidation.  
However, if a related entity is a party to the transaction, the period is four years and if the intention of the 
transaction is to defeat creditors, the period is ten years. The company must have been insolvent at the time of the 
transaction, or become insolvent because of the transaction. 

Unfair Loan 

A loan is unfair if and only if the interest was extortionate when the loan was made or has since become 
extortionate.  There is no time limit on unfair loans – they only must be entered into before the winding up began. 

Arrangements to avoid employee entitlements 

If an employee suffers loss because a person (including a director) enters into an arrangement or transaction to 
avoid the payment of employee entitlements, the liquidator or the employee may seek to recover compensation 
from that person or from members of a corporate group (Contribution Order). 

Unreasonable payments to directors 

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

Voidable charges 

Certain charges over company property are voidable by a liquidator: 

• circulating security interest created within six months of the liquidation, unless it secures a subsequent 
advance; 

• unregistered security interests; 

• security interests in favour of related parties who attempt to enforce the security within six months of its 
creation. 

 

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

• a person is a director at the time a company incurs a debt;  

• the company is insolvent at the time of incurring the debt or becomes insolvent because of incurring the debt;  

• at the time the debt was incurred, there were reasonable grounds to suspect that the company was insolvent; 

• the director was aware such grounds for suspicion existed; and 

• a reasonable person in a like position would have been so aware. 

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

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

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

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

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

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

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

Insolvent trading 
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Information sheet: Approving remuneration of an 

external administrator 

 If you are a creditor in a liquidation, voluntary administration or deed of company arrangement 
you may be asked to approve the external administrator’s remuneration. An external 
administrator can be a liquidator, voluntary administrator or deed administrator. The process for 
approving the remuneration for each of these is the same. 

This information sheet gives general information to help you understand the process of 
approving an external administrator’s remuneration and your rights in this process. The following 
topics are covered in this information sheet: 

• About external administrations 

• External administrator’s remuneration and costs 

• Calculating remuneration 

• Information you will receive 

• Approving remuneration 

• Who may approve remuneration 

• Deciding if remuneration is reasonable 

• What can you do if you decide the remuneration is unreasonable? 

• Reimbursement of out of pocket costs 

• Queries and complaints 

• More information. 
 

  

If a company goes into liquidation, voluntary administration or enters into a deed of company 
arrangement, an independent person is appointed to oversee the administration. They are called 
an external administrator and include a liquidator, voluntary administrator and deed 
administrator, depending on the type of administration involved. In this information sheet they are 
simply referred to as an external administrator. 

The duties of an external administrator are specified in legislation and they must adhere to 
certain standards while conducting the administration. 

All external administrators are required by law to undertake certain tasks which may not benefit 
creditors directly (e.g. investigating whether any offences have been committed and reporting to 
the Australian Securities and Investments Commission (ASIC)). 
 

  

External administrators are entitled to be paid for the necessary work they properly perform in 
the administration. 

An external administrator is entitled: 

• to be paid reasonable remuneration, for the work they perform, once this remuneration 
has been approved,  

• to be paid for internal disbursements they incur in performing their role (these costs do 
need approval), and 

• to be reimbursed for out-of-pocket costs incurred in performing their role (these costs do 
not need approval). 

  

About external administrations 

External administrator’s remuneration and costs 
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Common internal disbursements are stationery, photocopying and telephone costs. 

Commonly reimbursed out-of-pocket costs include: 

• legal fees 

• a valuer’s, real administration agent’s and auctioneer’s fees 

• postage costs 

• retrieval costs for recovering the company’s computer records, and 

• storage costs for the company’s books and records. 

Creditors have a direct interest in the amount of an external administrator’s remuneration and 
costs, as these will generally be paid from the administration before any payments are made to 
creditors. 

Remuneration and internal disbursements must be approved in accordance with the 
Corporations Act and Insolvency Practice Rules (Corporations) before it can be paid. 

If there is a shortfall between the external administrator’s remuneration and the assets available 
from the administration, in certain circumstances the external administrator may arrange for a 
third party to pay the shortfall. As a creditor, you will be provided details of any such 
arrangement. 

If there are not enough assets to pay the external administrator’s remuneration and costs, and 
there is no third party payment arrangement, the external administrator remains unpaid. 
 

  

An external administrator may calculate their remuneration using one (or a combination) of a 
number of methods, such as: 

• on the basis of time spent working on the administration, according to hourly rates 

• a quoted fixed fee, based on an estimate of the costs 

• a percentage (usually of asset realisations), or 

• a contingent basis on a particular outcome being achieved. 

Charging on the basis of time spent is the most common method used. External administrators 
have a set of hourly rates that they will seek to charge. These rates are set to reflect the 
seniority, skills and experience of staff and, where applicable, the complexity and risks of the 
bankruptcy. They cover staff costs and overheads. 

If remuneration is being charged on a time basis, the external administrator must keep time 
sheets noting the number of hours spent on the tasks performed. 

Creditors have a right to question the external administrator about the remuneration and the 
rates to be charged. They also have a right to question the external administrator about the fee 
calculation method used and how the calculation was made. The external administrator must 
justify why the chosen fee calculation method is appropriate for the administration. 
 

  

There are different types of remuneration reports that you may receive during the course of an 
external administration. The following table details the reports and when you might receive them. 
 

Calculating remuneration 

Information you will receive 
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The meeting of creditors (or committee of inspection) gives a chance for those participating to 
ask questions about the external administrator’s remuneration. Fees are then approved by a vote 
of the creditors. Alternatively, the external administrator may seek approval of remuneration via a 
proposal without a meeting. Whichever method is used, the external administrator must provide 
the same report to creditors about their remuneration (Remuneration Approval Report). 

Creditors may be asked to approve remuneration for work already performed and/or 
remuneration estimate for work not yet carried out. If the work is yet to be carried out, the 
external administrator must set a maximum limit (cap) on the future remuneration approval. For 
example, ‘future remuneration is approved, calculated on hours worked at the rates charged (as 
set out in the provided rate scale) up to a cap of $X’. 

Document Information it contains When you will receive it  

Initial 
Remuneration 
Notice (IRN) 

• A brief explanation of the types of methods 
that may be used to calculate fees. 

• The external administrator’s chosen fee 
calculation method(s) and why it is 
appropriate. 

• Details of the external administrator’s rates, 
including hourly rates if time spent basis is 
used. 

• An estimate of the external administrator’s 
remuneration. 

• The method that will be used to calculate 
disbursements. 

Voluntary Administration – 
with the notice of first 
meeting. 

Creditors’ voluntary 
liquidation – within 10 
business days of 
appointment. 

Court liquidation – within 
20 business days of 
appointment. 

Remuneration 
Approval 
Report (RAR) 

• A summary description of the major tasks 
performed, or likely to be performed. 

• The costs associated with each of those 
major tasks and the method of calculation. 

• The periods at which the external 
administrator proposes to withdraw funds 
from the administration for remuneration. 

• An estimated total amount, or range of total 
amounts, of the external administrator’s 
remuneration. 

• An explanation of the likely impact of that 
remuneration on the dividends (if any) to 
creditors.  

• Where internal disbursements are being 
claimed, the external administrator will 
report to creditors on the amount and 
method of calculation of these 
disbursements. 

Sent at the same time as:  

• the notice to creditors 
of the meeting at which 
approval of 
remuneration will be 
sought; or 

• the notice to creditors 
of the proposal without 
a meeting by which 
approval of 
remuneration will be 
sought   

If approval of remuneration 
is not being sought, a RAR 
will not be provided. 

Approving remuneration 
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If the remuneration for work done then exceeds this figure, the external administrator will have to 
ask the creditors to approve a further amount of remuneration, after accounting for the amount 
already incurred. 

If an external administrator can’t get the creditors’ approval, an application can be made to the 
Court to determine their remuneration. 

When there are limited funds available in the administration, or the external administrator’s 
remuneration is below a statutory threshold, an external administrator is entitled to draw a one-
off amount of up to that threshold plus GST, without creditor approval. This amount is currently 
$5,000 (indexed). 
 

  

Committee of inspection approval 

A committee of inspection will generally only be established where there are a large number of 
creditors and/or complex matters which make having a committee desirable. Committee 
members are chosen by a vote of all creditors and work with the external administrator to 
represent the creditors’ interests. 

If there is a committee, the external administrator will ask it to approve the remuneration. A 
committee makes its decision by a majority in number of its members present in person at a 
meeting, but it can only vote if a majority of its members attend. 

In approving the remuneration, it is important that committee members understand that they 
represent all the creditors, not just their own individual interests. 

Creditors’ approval 

Creditors approve remuneration by passing a resolution at a creditors’ meeting. Creditors may 
vote according to their individual interests. 

To approve an external administrator’s remuneration, a resolution is put to the meeting to be 
decided on the voices or by a ‘poll’ (if requested by the external administrator or a person 
participating and entitled to vote at the meeting). A poll requires a count of each vote and its 
value to be taken and recorded for each creditor present and voting. 

A proxy is a document whereby a creditor appoints someone else to represent them at a 
creditors’ meeting and to vote on their behalf. A proxy can be either a general proxy or a special 
proxy. A general proxy allows the person holding the proxy to vote how they want on a 
resolution, while a special proxy directs the proxy holder to vote in a particular way. 

A creditor will sometimes appoint the external administrator as a proxy to vote on the creditor’s 
behalf. An external administrator is only able to vote on remuneration if they hold a special proxy. 

There are provisions for a resolution to be passed by creditors without a meeting. This still 
requires a majority in value and number of creditors voting to vote in favour of the resolution. 
Creditors representing at least 25% in value of those responding to the external administrator’s 
proposal can object to the proposal being resolved without a meeting of creditors. 

  

Who may approve remuneration? 



 

 

 

 

AUSTRALIAN RESTRUCTURING INSOLVENCY & TURNAROUND ASSOCIATION PAGE 5 
 

INFO remuneration external administrator.docx Version: August 2017 

  

If you are asked to approve an external administrator’s remuneration, your task is to decide if the 
amount of remuneration is reasonable, given the work carried out in the administration and the 
results of that work. 

You may find the following information from the external administrator useful in deciding if the 
remuneration claimed is reasonable: 

• the method used to calculate remuneration 

• the major tasks that have been performed, or are likely to be performed, for the 
remuneration 

• the remuneration/estimated remuneration (as applicable) for each of the major tasks 

• the size and complexity (or otherwise) of the administration 

• the amount of remuneration (if any) that has previously been approved 

• if the remuneration is calculated, in whole or in part, on a time basis:  
o the period over which the work was, or is likely to be performed 
o if the remuneration is for work that has already been carried out, the time spent by 

each level of staff on each of the major tasks 
o if the remuneration is for work that is yet to be carried out, whether the 

remuneration is capped. 

ARITA’s Code of Professional Practice (‘the Code’) outlines the steps external administrators 
should take to make sure they fulfil their responsibilities to creditors when asking creditors to 
approve remuneration, including when those creditors are acting in their capacity as committee 
members. The Code is available on the ARITA website at www.arita.com.au. 

If you need more information about remuneration than is provided in the external administrator’s 
report, you should let them know before the meeting at which remuneration will be voted on. 
 

  

If you think the remuneration being claimed is unreasonable, you should raise your concerns with 
the external administrator. It is your decision whether to vote in favour of, or against, a resolution 
to approve remuneration. You may also choose to not vote on the resolution (abstain). 

You also have the power to put a resolution to the meeting. For example, you could put forward a 
resolution to change the way the external administrator charges for remuneration, or the periods 
at which the external administrator may withdraw funds. Any amending resolution must occur 
before the vote being taken on the resolution to approve remuneration. If the amended proposal 
is passed, the resolution is binding on the external administrator. However, such an amendment 
may result in the external administrator seeking to be replaced by another external administrator. 

If the external administrator is seeking approval of remuneration via a resolution without a 
meeting and more than 25% in value of the creditors responding object using the form provided 
by the external administrator, the proposal will not pass. If the external administrator wants the 
proposal passed, a meeting will need to be convened and any creditor entitled to participate in 
the meeting has the right, before the vote is taken, to put a resolution to the meeting as 
mentioned above. 

  

What can you do if you think the remuneration is unreasonable? 

Deciding if remuneration is reasonable 

http://www.arita.com.au/
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A creditor may apply to Court for a review of an external administrator’s remuneration. Creditors 
also have the power to appoint, by resolution, a reviewing liquidator to review any remuneration 
approved within the six months and any disbursements incurred in the 12 months before the 
reviewing liquidator’s appointment. The cost of a reviewing liquidator is paid from the assets of 
the external administration. An individual creditor may also appoint a reviewing liquidator with the 
external administrator’s consent. An individual creditor seeking the appointment of a reviewing 
liquidator must pay the cost of the reviewing liquidator. 
 

  

An external administrator should be very careful incurring costs that must be paid from the 
administration; as careful as if they were incurring the expenses on their own behalf. Their report 
on remuneration sent to creditors must also include information on the out-of-pocket costs of the 
administration (disbursements). 

Where these out-of-pocket costs are internal disbursements paid to the external administrator’s 
firm (for example photocopying and phone calls) the external administrator must request creditor 
approval of these amounts. The external administrator may also ask for approval of internal 
disbursements in advance. If they do so, they will set the rates for those disbursements and a 
cap on the maximum amount that can be drawn. 

If you have questions about any of these costs, you should ask the external administrator and, if 
necessary, bring it up at a creditors’ or committee meeting. If you are still concerned, you have 
the right to seek the appointment of a reviewing liquidator (refer above). 
 

  

You should first raise any queries or complaints with the external administrator or their firm.  

If this fails to resolve your concerns, including any concerns about their conduct, you can lodge a 
complaint with ARITA at www.arita.com.au or with ASIC at www.asic.gov.au. ARITA is only able 
to deal with complaints in respect of their members. 
 

  

The ARITA website contains the ARITA Code of Professional Practice which is applicable to all 
its members. ARITA also provides general information to assist creditors at 
www.arita.com.au/creditors. 

ASIC includes information on its website which may assist creditors. Go to www.asic.gov.au and 
search for ‘insolvency information sheets’. 

 

 

 

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

Reimbursement of out-of-pocket costs 

Queries and complaints 

More information 

http://www.arita.com.au/
http://www.asic.gov.au/
http://www.arita.com.au/
http://www.arita.com.au/creditors
http://www.asic.gov.au/
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Notice of Meeting 

 

Mackay Consolidated Industries Pty Ltd (Administrators Appointed)  

ACN 006 962 401 (the Company) 

 

NOTICE OF MEETING OF 

CREDITORS OF THE COMPANY UNDER EXTERNAL ADMINISTRATION 

 

1. Notice is now given that a meeting of the creditors of the Company will be held virtually only at 11:00am 

(AEDT) on Wednesday 8 March 2023. 

2. The meeting will be held virtually using video conferencing. The online video conference can be joined 

from a computer (preferred) or telephone. Voting will be conducted by an electronic survey accessible by 

computer or a mobile device.  

3. Should you wish to attend or nominate someone to attend by proxy or attorney on your behalf, contact 

the Administrators by email at MCIcreditors@mcgrathnicol.com and you will be provided with detailed 

instructions on how to participate in the meeting.   

4. The purpose of the meeting is:  

a. Consider the Administrators’ report to creditors and the other matters raised as to the future of the 

Company, to resolve that: 

i. the Company enter into liquidation;  

ii. the Company be returned to control of its Directors;   

iii. the Company enter into a Deed of Company Arrangement (DOCA) (although at the date of 

the Administrator’s report, no DOCA has been proposed); or 

iv. the meeting be adjourned.  

b. Consider, and if thought fit, approve the Administrators’ remuneration.  

5. The effect of Insolvency Practice Rules (Corporations) section 75-85 (entitlement to vote as a creditor at 

meetings of creditors) is:  

a. A person other than a creditor (or the creditor’s proxy or attorney) is not entitled to vote at a meeting 

of creditors.  

b. Subject to subsections (c) and (d), each creditor is entitled to vote and has one vote.  

c. A person is not entitled to vote as a creditor at a meeting of creditors unless:  

i. his or her debt or claim has been admitted wholly or in part by the external administrator; 

or  

ii. he or she has lodged, with the person presiding at the meeting, or with the person named 

in the notice convening the meeting as the person who may receive particulars of the debt 

or claim:  

▪ those particulars; or  

▪ if required—a formal proof of the debt or claim.  

d. A creditor must not vote in respect of:  

i. an unliquidated debt; or  
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ii. a contingent debt; or  

iii. an unliquidated or a contingent claim; or  

iv. a debt the value of which is not established;  

 unless a just estimate of its value has been made.  

6. Proofs of debt and proxies must be submitted by 4:00pm (AEDT) on Tuesday, 7 March 2023 to the 

Administrators at MCIcreditors@mcgrathnicol.com. If you have already lodged a proof of debt, you are not 

required to do so again.  

7. Should a person, or the proxy of a person, wish to participate in the meeting using electronic facilities, 

please contact the Administrators by email to MCIcreditors@mcgrathnicol.com to obtain the details and 

give the convenor, no later than 4:00pm (AEDT) on Tuesday, 7 March 2023, a written statement setting 

out:  

a. the name of the person and of the proxy or attorney (if any);  

b. an address to which notices to the person, proxy or attorney may be sent; and  

c. a method by which the person, proxy or attorney may be contacted for the purposes of the 

meeting.  

 

Dated: 1 March 2023 

 

 

 
 

Robert Smith 

Administrator  

 

McGrathNicol 

GPO Box 9986 

Melbourne VIC 3001 

+61 3 9038 3100 

 

mailto:MCIcreditors@mcgrathnicol.com
mailto:MCIcreditors@mcgrathnicol.com


 

 

 

 

 

 

 

FORM 535 

FORMAL PROOF OF DEBT OR CLAIM (GENERAL FORM) 

Mackay Consolidated Industries Pty Ltd

(Administrators Appointed) 

Subregulation 5.6.49(2) 

ACN 006 962 401 

 “the Company” 

To the Liquidator/Administrator of the Company 

1. This is to state that the Company was on 2 November 2022, and still is, justly and truly indebted to:

 (name of creditor) 

of (address of creditor) 

for $ and cents (GST inclusive) GST amount 

Date 
Consideration (state how the 

Debt arose) 

Amount 

$ c 

Remarks (include details of 

voucher substantiating payment) 

2. To my knowledge or belief the creditor has not, nor has any person by the creditor's order, had or received any

satisfaction or security for the sum or any part of it except for the following: (insert particulars of all securities

held. If the securities are on the property of the company, assess the value of those securities. If any bills or

other negotiable securities are held, show them in a schedule in the following form).

Date Drawer Acceptor Amount $c Due Date 

3. Select which of the below applies (choose one):

The creditor is a company and I am signing as 
a director of the company 

The creditor is a partnership and I am signing as 
a partner of the partnership 

The creditor is a company and I am signing as 
an authorised representative/duly constituted 

attorney of the company 

I am signing in my personal capacity as a 
member or contributory of the Company 

I am an individual and I am signing in my 
personal capacity (which includes employees) 

The creditor is a sole trader and I am signing 
as the proprietor 

 Other: 
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4. If you are a related party, state your relationship:

5. Is this debt claimed on the basis of an assignment? Yes☐ No☐

If so, what consideration was paid for the debt?

This debt was incurred for the consideration stated and the debt, to the best of my knowledge and belief, 

remains unpaid and unsatisfied. 

Signature ............................................................................................ Dated ……………………………………………………………… 

Name: 

Address: 
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Proof of Debt 

Guidance Notes 

(Please read carefully before filling in Form 535 or Form 536) 

It is a creditor’s responsibility to prove their claim to our satisfaction. 

When lodging claims, creditors must ensure: 

▪ the proof of debt form is properly completed in every particular; and

▪ evidence, as set out under “Information to support your claim”, is attached to the Form 535 or Form 536.

Directions for completion of a Proof of Debt 

1. Insert the full name and address of the creditor.

2. Under “Consideration” state how the debt arose, for example “goods sold to the company on

”. 

3. Under “Remarks” include details of any documents that substantiate the debt (refer to the section “Information

to support your claim” below for further information).

4. Where the space provided for a particular purpose is insufficient to contain all the information required for a

particular item, please attach additional information.

Information to support your claim 

Please note that unless you provide evidence to support the existence of the debt, your debt is not likely to be 

accepted. Detailed below are some examples of debts creditors may claim and a suggested list of documents that 

should accompany a proof of debt to substantiate the debt. 

Trade Creditors 

▪ Invoice(s) and statement(s) showing the amount of the debt; and

▪ Advice(s) to pay outstanding invoice(s) (optional).

Guarantees/Indemnities 

▪ Executed guarantee/indemnity;

▪ Notice of Demand served on the guarantor; and

▪ Calculation of the amount outstanding under the guarantee.

Judgment Debt 

▪ Copy of the judgment; and

▪ Documents/details to support the underlying debt as per other categories.

Deficiencies on Secured Debt 

▪ Security Documents (eg. mortgage);

▪ Independent valuation of the secured portion of the debt (if not yet realised) or the basis of the creditor’s

estimated value of the security;

▪ Calculation of the deficiency on the security; and

▪ Details of income earned and expenses incurred by the secured creditor in respect of the secured asset since the

date of appointment.

Loans (Bank and Personal) 

▪ Executed loan agreement; and
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▪ Loan statements showing payments made, interest accruing and the amount outstanding as at the date of

appointment.

Tax Debts 

▪ Documentation that shows the assessment of debts, whether it is an actual debt or an estimate, and separate

amounts for the primary debt and any penalties.

Employee Debts 

▪ Basis of calculation of the debt;

▪ Type of Claim (eg. wages, holiday pay, etc);

▪ Correspondence relating to the debt being claimed; and

▪ Contract of Employment (if any).

Leases 

▪ Copy of the lease; and

▪ Statement showing amounts outstanding under the lease, differentiating between amounts outstanding at the

date of the appointment and any future monies.



 

 

 

 

 

PROXY FORM 

 

Mackay Consolidated Industries Pty Ltd (Administrators Appointed)  

ACN: 006 962 401 

(“the Company”) 

 

APPOINTMENT OF PROXY 

 

I/We (if a firm, strike out “I” and set out the full name of the firm) ______________________________________________________ of 

 

_______________________________________________________________________________________________________________ (insert address) 

 

a creditor of Mackay Consolidated Industries Pty Ltd (Administrators Appointed) appoint  

 

___________________________________________________________ (insert name, address and description of the person appointed) 

or in his or her absence 

 

___________________________________________________________ (insert name, address and description of the person appointed) 

as my/our (choose one): 

             

  general proxy      special proxy 

 

to vote at the meeting of creditors to be held on 8 March 2023 at 11:00AM (AEDT) or at any adjournment of that 

meeting. 

Second Meeting of Creditors resolutions  

(only complete where appointing a special proxy) 
For Against Abstain 

1 

Appointment of Liquidators  

That the Company be wound up and Robert Smith and Keith 

Crawford be appointed Joint and Several Liquidators. 
   

2 

Control to be returned to directors (if applicable)  

That the Administration should end and control of the Company be 

returned to the Company’s director. 
   

3 

Approval of Administrators’ remuneration (Retrospective) 

That the remuneration of the Administrators for the period 2 

November 2022 to 24 February 2023, calculated at hourly rates as 

detailed in the Initial Remuneration Notice dated 7 November 2022, 

is determined in the sum of $1,611,445.88, exclusive of GST. 

   



Second Meeting of Creditors resolutions 

(only complete where appointing a special proxy) 
For Against Abstain 

4 

Approval of Administrators’ remuneration (Prospective) 

That the future remuneration of the Administrators from 25 

February 2023 to 8 March 2023 is determined at a sum equal to 

the cost of time spent by the Administrators, their partners and 

staff, calculated at the hourly rates as detailed in the Initial 

Remuneration Notice dated 7 November 2022, up to a capped 

amount of $100,000, exclusive of GST. 

  

5 

Approval of Liquidators’ remuneration 

That the future remuneration of the Liquidators of Mackay 

Consolidated Industries Pty Ltd (In Liquidation) (if applicable) for 

the period of the liquidation, determined at a sum equal to the cost 

of time spent by the Liquidators, their partners and staff, calculated 

at the hourly rates as detailed in the Initial Remuneration Notice 

dated 7 November 2022 be approved, up to a capped amount of 

$300,000, exclusive of GST. 

  

6 

Liquidators’ ability to compromise debts 

That so far as is necessary for the beneficial winding up of the 

Company, the Liquidators are hereby authorised pursuant to 

subsections 506(1A), 477(2A) and 477(2B) of the Corporations Act 

2001 to compromise any debts greater than the prescribed amount. 

  

7 

Destruction of books and records 

That the books and records of the Company may be destroyed 

following the deregistration of the Company subject to the consent 

of the Australian Securities and Investment Commission being 

obtained. 

  

8 

Committee of Inspection 

That a Committee of Inspection be formed, the members of which 

are to be determined at the meeting. 
  

9 

Committee of Inspection’s dealings 

That despite the operation of IPS 80-55 and IPS 80-60, members of 

the committee may directly or indirectly derive a profit or 

advantage, or purchase assets from the external administration of 

the company if the profit or advantage is derived 

  



DATED this ___________ day of ________________________ 20___ 

Name ___________________________________________________ 

Signature ___________________________________________________ 

Select which of the below applies (choose one): 


The creditor is a company and I am signing as

a director of the company 



The creditor is a company and I am signing as

an authorised representative/duly constituted

attorney of the company


The creditor is a partnership and I am signing 

as a partner of the partnership

I am signing in my personal capacity as a 

member or contributory of the Company


I am an individual and I am signing in my

personal capacity (which includes employees)  Other: ____________________________________________


The creditor is a sole trader and I am signing

as the proprietor

Proxy forms should be completed and returned by no later than 4:00 PM on 7 March 2023. 

RETURN TO: Mackay Consolidated Industries Pty Ltd (Administrators Appointed) 

of care of McGrathNicol 

Address: GPO Box 9986, Melbourne VIC 3001 

Email: mcicreditors@mcgrathnicol.com 

Phone: +61 3 9038 3100

Fax: +61 3 9038 3199



Proxy 

Guidance Notes 

▪ Insert full name and address of creditor, contributory or member on the top line.

▪ On the second line, insert the address of the creditor, contributory or member.

▪ On the next line insert the name of the person you appoint as your proxy. You may insert

“the Chairperson of the meeting” if you wish.

▪ You may appoint an alternate proxy on the fourth line who may act if your first appointed proxy

cannot attend the meeting. You may insert “the Chairperson of the meeting” if you wish.

▪ Make sure you select whether the proxy is a general or special proxy.

▪ A general proxy is where you leave it to the proxy to decide how to vote on each of the resolutions

put before the meeting.

▪ A special proxy is where you specify how the proxy is to vote on each resolution and the proxy must

vote in accordance with that instruction.

▪ If the proxy is a special proxy, the form must include details of each resolution and whether the

proxy holder is to cast their vote in favour or against each resolution or abstain from voting.

▪ Date and sign the Proxy form, indicating in which capacity you are signing the form. The person

signing must be authorised to do so.
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Mackay Consolidated Industries Pty Ltd (Administrators Appointed) 

ACN 006 962 401 (the Company) 

General Information for Attending and Voting at Meetings of Creditors 

Time and Place of Meeting 

Pursuant to Insolvency Practice Rules (Corporations) (IPR) 75-30, a meeting of creditors must be convened at the 

time and place the Chairperson believes are convenient for the majority of creditors entitled to receive notice of the 

meeting. 

Quorum 

Pursuant to IPR 75-105, unless a quorum is present, a meeting must not act for any purpose other than: 

▪ the election of a chairperson; and

▪ the proving of debts; and

▪ the adjournment of the meeting.

A quorum is present if two (2) or more persons are entitled to vote and at least two (2) persons are present at the 

meeting in person, by proxy or by power of attorney. 

A quorum is present if only one (1) person is entitled to vote and that person is present at the meeting in person, 

by proxy or by power of attorney. 

A person who participates in the meeting using electronic facilities is taken to be present in person at the meeting. 

A meeting is sufficiently constituted if only one (1) person is present in person, if the person represents personally 

or by proxy or otherwise a number of persons sufficient to constitute a quorum. 

Chairperson 

Pursuant to IPR 75-50, the external administrator is appointed Chairperson of the meeting.  Alternatively, pursuant 

to IPR 75-50 and IPR 75-152 the external administrator may appoint someone else to act as chairperson of the 

meeting and authorise that person to use any proxies held by the external administrator on the external 

administrator’s behalf. 

For the second meeting of creditors in a Voluntary Administration, the Administrator must chair the meeting 

pursuant to IPR 75-50. 

Voting 

Pursuant to IPR 75-85, creditors will not be eligible to vote at the meeting unless they have lodged particulars of 

their debt or claim prior to or at the meeting. 

Accordingly, creditors who intend to vote at the meeting should ensure that they lodge a formal proof of debt with 

the external administrator prior to or at the meeting. 

Pursuant to IPR 75-110, a resolution put to the meeting is to be decided on the voices or by a poll, if one is 

requested. 

A poll may be requested by: 

▪ the chairperson; or

▪ a person participating and entitled to vote at the meeting.
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Pursuant to IPR 75-115, should a poll be requested: 

▪ a resolution is passed if a majority in number and a majority in value vote in favour of the resolution; and

▪ a resolution is not passed if a majority in number and a majority in value vote against the proposed

resolution.

In the event of a deadlock, the chairperson may exercise a casting vote.  In such situations, the minutes of the 

meeting must specify the chairperson’s reasons for exercising, or not exercising, their casting vote. 

Proxies 

Pursuant to IPR 75-150, a person entitled to vote at a meeting may, in writing, appoint an individual as their proxy 

to attend and vote at the meeting on their behalf. 

Accordingly, creditors who are unable to attend the meeting but who wish to be represented should ensure that a 

validly executed proxy form is lodged with the external administrator prior to the meeting. 

Corporate Creditors 

Corporate creditors who wish to attend the meeting should note that an individual may only represent them if the 

corporation validly grants that person a proxy or power of attorney. 

Committee of Inspection 

Pursuant to IPR 80-5, a person may only serve as a member of a Committee of Inspection if the person is: 

▪ a creditor of the company personally; or

▪ the attorney of a creditor under a general power of attorney; or

▪ authorised in writing by a creditor; or

▪ a representative of the Commonwealth if a FEG claim has been, or the Commonwealth considers a claim is

likely to be, made in relation to unpaid employee entitlements.

Corporate creditors who are members of a Committee of Inspection may be represented by an individual authorised 

in writing by the member to represent the member on the committee. 
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Mackay Consolidated Industries Pty Ltd (Administrators Appointed) 

ACN 006 962 401 

Tips for Attending Virtual Meetings 

1. Arrive at least 10 minutes prior to the meeting. To ensure the meeting can commence in accordance with

the time specified on the agenda, please ensure you have logged into the virtual meeting at least 30 minutes

prior to the meeting and familiarise yourself with the meeting software.

2. Please ensure that you are on mute. Background noise disrupts the meeting and might prevent creditors

from hearing the information presented by the chairperson. Please chose a quiet location and use the mute

button when you are not speaking.

3. Questions for the chairperson. Please, if possible, save your questions until the end each segment. The

chairperson will open the meeting for questions at the end of each segment.

4. Identify yourself. Before you start to speak, please state your name and the company (if applicable).

5. Speak slowly and clearly. Please try no to talk over another speaker. Be considerate and try to speak one at a

time so that the chairperson can follow your point in its entirety.
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APPENDIX D Administrators Remuneration Approval Report 



Remuneration Approval Report 

Mackay Consolidated Industries Pty Ltd 

(Administrators Appointed) 

ACN 006 962 401 

(MCI) 

1 March 2023 
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This remuneration approval report provides you with information to assist you to make an informed decision regarding the 

approval of our proposed remuneration for undertaking the Voluntary Administration of MCI. 

The report has the following information: 

Executive Summary ....................................................................................................................................................................................................... 3 

Declaration ........................................................................................................................................................................................................................ 3 

Remuneration sought .................................................................................................................................................................................................. 4 

External disbursement ................................................................................................................................................................................................. 5 

Internal disbursements ................................................................................................................................................................................................ 5 

Likely impact on dividends ....................................................................................................................................................................................... 5 

Summary of receipts and payments..................................................................................................................................................................... 5 

Queries ................................................................................................................................................................................................................................ 5 

Schedule A – Details of work performed during the Administration ..................................................................................................................... 7 

Schedule B – Time spent by staff on each major task performed during the Administration .............................................................. 12 

Schedule C – Details of work expected to be performed up the Second Meeting of Creditors.......................................................... 13 

Schedule D – Details of work expected to be performed during the Liquidation ....................................................................................... 16 

Schedule E – Schedule of Hourly Rates ............................................................................................................................................................................. 19 
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Executive Summary 

We are asking creditors to approve the following remuneration and disbursements: 

Current approvals 
Remuneration 

(ex GST) 

Disbursements 

(ex GST) 

Voluntary Administration $1,711,445.88 N/A 

If MCI is placed into liquidation (up to) $300,000.00 N/A 

Details of remuneration and disbursements can be found in sections 3 and 4 of this report.  Creditors will be asked 

to approve our remuneration at the Second Meeting of Creditors on 8 March 2023. 

In our Initial Remuneration Notice dated 7 November 2022, we estimated that our remuneration for the Voluntary 

Administration up to the Second Meeting of Creditors would total between $500,000 to $750,000 (excl GST), subject 

to several assumptions.  We have encountered the following matters and complexities in the Administration to date 

which has contributed to our current approval request being higher than initially estimated: 

▪ the initial remuneration estimate to the Second Meeting of Creditors assumed that the Second Meeting of

Creditors would be held by 7 December 2022 (i.e. a five-week period from the appointment date).  Due to the

complexity of the Administration, the convening period was extended to 1 March 2023, with the Second Meeting

of Creditors to be held on 8 March 2023.  Consequently, our remuneration for the administration period covers

an 18 week period rather than a five-week period;

▪ we have operated the MCI business for a longer period than anticipated through the extended convening

period;

▪ significant staff attrition in the finance team at MCI required us to incur additional cost undertaking duties such

as regular reconciling of debtor receipts, issuing MCI correspondence to debtors and monitoring daily debtor

receipting, which the MCI finance team would have otherwise undertaken;

▪ the initial sale / recapitalisation process was extended to accommodate interested parties’ due diligence

requests, specifically relating to certain accreditations to operate the MCI business;

▪ the sale process was extended again when the preferred purchaser selected from the initial sale process did

not proceed with the sale transaction. Upon extension of the sale process, we assisted the ultimate purchaser

of the business to undertake accelerated due diligence;

▪ we have reviewed, adjudicated and resolved a significant number of PPSR claims against MCI, the extent of

which was not initially anticipated;

▪ we have considered and taken steps to undertake required works under an Environmental Action Notice (EAN)

issued by the Environmental Protection Authority Victoria (EPA) with respect to MCI’s previous site in

Moorabbin, which was not initially anticipated; and

▪ there has been a greater level of consultation with employees, creditors and other stakeholders to ensure their

continued supporting during the Administration.

Declaration 

We have undertaken an assessment of this remuneration claim in accordance with the law and applicable 

professional standards.  We are satisfied that the remuneration and disbursements claimed is necessary and proper. 

We have reviewed the work in progress (WIP) report for the Administration to ensure that remuneration is only 

being claimed for necessary and proper work performed. 

In calculating the quantum of actual remuneration claims for the period of the Voluntary Administration, the 

Administrators have undertaken a fulsome review of recorded WIP and have taken the following steps to ensure 

that our remuneration claim is both appropriate and fair to creditors: 

▪ removed all time relating to general administrative matters including training assessment, travel and other non-

chargeable time;;
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▪ removed all time incurred by McGrathNicol employees who have undertaken less than 20 hours of work to 

remove intermittent time and any perceived inefficiencies incurred; and 

▪ removed all time undertaken by newly employed undergraduate accountants on the basis that this likely 

involved a level of gaining work experience. 

As a result of the above review, the Administrators have applied line by line time cost adjustments, to reduce the 

quantum of WIP recorded from $1,858,042.50 to $1,611,445.88 that will be billed, equivalent to a reduction of 

$246,596.62. 

 Remuneration sought 

The remuneration we are asking creditors to approve is as follows: 

Remuneration for Period Amount (ex GST) Rates to apply 

Voluntary Administration 

total 

 $1,711,445.88  

Work we have already 

done 

2 November 

2022 to 24 

February 2023 

$1,611,445.88 Provided in my Initial Remuneration 

Notice sent to creditors on 7 November 

2022. 

Future work to second 

meeting date 

25 February 

2023 to 8 

March 2023 

$100,000.00 Provided in my Initial Remuneration 

Notice sent to creditors on 7 November 

2022. 

Liquidation total  $300,000.00  

Future work – Liquidation For the period 

of the 

Liquidation 

$300,000.00 Provided in my Initial Remuneration 

Notice sent to creditors on 7 November 

2022. 

Details of the work already done are included at Schedule A and future work expected to be done are included at 

Schedules C, and D. 

Schedule B includes a breakdown of time spent by the appointees and staff members on each major task for work 

we have already done. 

Actual resolutions to be put to the meeting are detailed below for your information.  These resolutions also appear 

in the proxy form for the meeting provided to you. 

We will withdraw funds from the administration account in respect of the Administrators’ remuneration immediately 

upon approval if funds are available.  If funds are not available, we will withdraw funds progressively over time as 

funds become available.  The Administrators’ and prospective Liquidator fees will only be paid if there are sufficient 

recoveries to do so.   

Work I have already done: from 2 November 2022 to 24 February 2023. 

“That the remuneration of the Administrators for the period 2 November 2022 to 24 February 2023, calculated at 

hourly rates as detailed in the Initial Remuneration Notice dated 7 November 2022, is determined in the sum of 

$1,661,445.88 exclusive of GST.” 

Future work: from 25 February 2023 to the Second Meeting of Creditors 

“That the future remuneration of the Administrators from 25 February 2023 to the Second Meeting of Creditors is 

determined at a sum equal to the cost of time spent by the Administrators and their partners and staff, calculated 

at the hourly rates as detailed in the Initial Remuneration Notice dated 7 November 2022, up to a capped amount 

of $100,000.00, exclusive of GST.” 

Liquidators’ remuneration (if applicable): for the period of the Liquidation 

“That the future remuneration of the Liquidators of Mackay Consolidated Industries Pty Ltd (to be In Liquidation) (if 

applicable) for the period of the liquidation, 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 7 

November 2022 be approved, up to a capped amount of $300,000.00, exclusive of GST.”  
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External disbursement 

We are not required to seek creditor approval for costs paid to third parties, or where we are recovering a cost 

incurred on behalf of the administration, but we must provide details to creditors. 

The following external disbursements have been paid by McGrathNicol and relate to the administration of MCI. 

These amounts will be reimbursed to McGrathNicol at cost from MCI’s administration bank account. 

External disbursements at cost for the period 2 November 2022 to 24 February 2023 

Category $ 

Company search fees  381.71 

Data storage hard drives  218.18 

Office supplies  7.02 

Total  606.91 

The above amount reflects disbursements which have been processed at 24 February 2023.  Further disbursements 

will be processed subsequent to this date. 

Internal disbursements 

Internal disbursements are paid for by McGrathNicol and are recovered from the administration bank account. 

Creditors are only required to approve these types of disbursements where there is an element of profit or advantage 

to the external administrator or a related party of the external administrator. 

There have been no internal disbursements as at 24 February 2023.  We are not seeking to recover any internal 

disbursements with a profit element in the administration of MCI. 

Likely impact on dividends 

It is both reasonable and appropriate for a professional service provider to be remunerated for their services.  An 

external administrator is entitled to be remunerated for necessary work that is properly performed.  That work 

generates the funds that may be recovered for the benefit of creditors and other stakeholders. 

The impact of the approval of the external administrator’s remuneration is that the remuneration will then be paid 

provided sufficient funds are generated to enable it to be paid.  The remuneration will be paid from those funds 

that are generated prior to the payment of most creditors in the external administration.   

It is noted that funds would only be available to any stakeholder as a consequence of the work necessarily 

undertaken by the external administrator. 

If a dividend or distribution is to be paid to stakeholders during a subsequent appointment, there is also 

necessary work that must be undertaken by the external administrator to properly adjudicate on claims and 

distribute any available funds. 

Summary of receipts and payments 

A summary of the receipts and payments for the Administration for the period of 2 November 2022 to 24 February 

2023 is included in section 13 of the Administrator’s Report to Creditors. 

Queries 

If you have any queries regarding the information in this report, please contact the Administrators via email to 

MCIgeneral@mcgrathnicol.com. 

mailto:MCIgeneral@mcgrathnicol.com
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You can also access information that may assist you on the following websites: 

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

▪ ASIC at www.asic.gov.au (search for “INFO 85”). 

Further supporting documentation for our remuneration claim can be provided to creditors on request. 

Dated: 1 March 2023 

 

 
Robert Smith  

Administrator 

 

Attachments: 

Schedule A – Details of work performed during the Administration 

Schedule B – Time spent by staff on each major task performed during the Administration 

Schedule C – Details of work expected to be performed up the Second Meeting of Creditors 

Schedule D – Details of work expected to be performed during the Liquidation 

Schedule E – Schedule of hourly rates 
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Schedule A – Details of work performed during the Administration  

 

 

Work already done in the Administration 

Period 2 November 2022 to 24 February 2023 

Amount (ex GST) $1,611,445.88  

Task Area General Description Tasks 

Assets 

211.10 hours  

$123,266.50 

Monies ▪ Write to banks to freeze pre-appointment bank accounts 

▪ Secure bank accounts 

▪ Correspond with MCI’s transactional bankers 

▪ Establish post-appointment bank facilities  

Plant and equipment ▪ Liaise with valuers and auctioneers 

▪ Engage valuers to value the plant and equipment listing 

▪ Inspect plant and equipment 

▪ Review asset listings 

Assets subject to specific 

charges and security 

interests 

▪ Review the Personal Property Securities Register 

▪ Contact secured claimants 

▪ Review security interest and preparing workpaper detailing review  

▪ Take appropriate steps to have PPS registrations discharged 

Debtors ▪ Retain certain accounts receivable finance team members 

▪ Issue correspondence to debtors 

▪ Request payment of overdue invoices  

▪ Reconcile individual debtor positions 

▪ Issue monthly statements to debtors 

▪ Communicate with key higher value customers / debtors (i.e. 

meetings / calls / emails) 

▪ Monitor and follow up daily debtor reporting 

▪ Set up reporting processes with NAB re the debtor finance facility 

▪ Review related party loans 

▪ Assess, negotiate and accept offer for related party loans 

Stock ▪ Conduct and review cycle stock take counts 

▪ Review stock values on hand 

▪ Monitor stock position 

Leasing ▪ Review leasing documents 

▪ Liaise with owners/lessors  

Creditors 

380.70 hours  

$210,871.00 

Creditor enquiries, requests 

and directions 

▪ Set up a dedicated creditor functional mailbox 

▪ Prepare initial correspondence to creditors  

▪ Receive and respond to creditor enquiries by email and telephone 

▪ Maintain creditor request log 

▪ Consider reasonableness of creditor requests 

▪ Compile information requested by creditors 

▪ Liaise with Committee Of Inspection (COI) members regarding their 

appointment and responding to queries  

Retention of Title (ROT) 

claims 

▪ Notify PMSI creditors identified from PPS register  

▪ Receive initial notifications of creditors’ intention to claim 

▪ Facilitate claimants to inspect stock on hand 

▪ Request information from claimants 

▪ Review and adjudicate ROT claims 

▪ Correspond with ROT claimants, notifying outcome of adjudication 

▪ Liaise with the PPSR to discharge certain registration 

▪ Maintain register of PPSR adjudications 

Secured creditor reporting  ▪ Notify secured creditors of appointment 

▪ Prepare regular updates and updates to secured creditors 

▪ Respond to secured creditors queries 
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▪ Prepare return analysis for secured creditors

Creditor reports ▪ Prepare an initial circular to creditors

▪ Prepare the Administrator’s Report

▪ Prepare general reports to creditors

Deal with proofs of debt 

(POD) 

▪ Prepare proof of debt (POD) forms

▪ Receive PODs from claimants and maintain POD register

▪ Correspond with claimants regarding PODs

▪ Prepare and update POD summary listing

Meeting of Creditors ▪ Prepare and circulate first meeting notices

▪ Prepare and update DIRRI

▪ Advertise notice of first meeting

▪ Prepare meeting file, including agenda, attendance register, list of

creditors, report to creditors and advertisement of meeting

▪ Prepare first meeting presentation and chairperson’s notes

▪ Attend and chair first meeting of creditors

▪ Form a COI at the first meeting

▪ Respond to stakeholder queries and questions prior and

immediately following the meeting

▪ Prepare and lodge minutes of meeting with ASIC

Employees 

249.20 hours 

$144,506.00 

Employee queries ▪ Receive and follow up employee enquiries

▪ Prepare employee circular and frequently asked questions

▪ Email updates to employees

▪ Prepare letters to employees advising of their entitlements

▪ Managing employee functional mailbox

▪ Liaising with HR team to address specific employee queries

▪ Prepare correspondence in response to employee’s queries

▪ Hold regular employee updates at MCI’s head office

▪ Process weekly and fortnightly payroll

▪ Liaise with payroll regarding payroll related queries

▪ Attend to superannuation and payroll tax lodgements

▪ Review and approve leave requests

▪ Seek legal advice on employee related queries

▪ Restructuring the workforce

▪ Informing employees of redundancies

▪ Attend to queries relating to employee redundancies

▪ Issue termination letters

▪ Prepare and issue separation certificates

▪ Review and process payment of post-appointment leave accruals

▪ Facilitate information session with the Department of Jobs

▪ Reviewed employment contracts

▪ Liaise with the unions

▪ Provide regular updates to the unions

▪ Attend to payment of union fees

▪ Attend to payment of employee income protection insurance

▪ Assist employees to submit PODs for the first meeting of creditors

Fair Entitlements Guarantee 

(FEG) 

▪ Notify FEG of appointment

▪ Provide regular updates to FEG

Calculation of entitlements ▪ Secure employment records

▪ Review of employment files and contracts

▪ Review of EBA and relevant awards

▪ Reconcile superannuation lodgements

▪ Calculate pre-appointment employee entitlements

▪ Liaise with MCI payroll team regarding employee entitlements

▪ Prepare summary of pre-appointment employee entitlements

▪ Prepare and lodge SGC statements with the ATO

▪ Issue correspondence to employees advising of their entitlements
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▪ Review of any disputes as to employee entitlements

Workers compensation 

claims 

▪ Review insurance policies

▪ Deal with claims

▪ Liaise with claimants, insurers and lawyers

▪ Correspond with insurer regarding initial and ongoing workers

compensation insurance requirements

▪ Provide wage declarations to insurers

Other employee issues ▪ Correspond with Child Support

▪ Correspond with Centrelink

Investigation 

32.00 hours 

$14,092.50 

Conduct investigations ▪ Secure books and records

▪ Review books and records

▪ Conduct forensic image of IT systems

▪ Send initial request to the Directors for a ROCAP

▪ Review and analyse the ROCAP

▪ Held discussions with the Directors

▪ Analyse historical financial information

▪ Complete preliminary insolvency analysis

▪ Undertake and prepare analysis as to potential liquidator claims

▪ Review specific transactions and liaise with management

▪ Consider the reasons for failure

▪ Consider the actions of the Directors and whether any claims against

them exist in liquidation

Sale of Business 

495.25 hours  

$345,077.37 

Marketing campaign ▪ Develop marketing campaign and strategy

▪ Advertise the business for sale

▪ Prepare an initial sale flyer

▪ Prepare and issue confidentiality deed

▪ Prepare sale process memorandum

▪ Contact possible interested parties

Initial sale / recapitalisation 

process 

▪ Establish and maintain interested party register

▪ Prepare information memorandum

▪ Compile, prepare and review due diligence information

▪ Set up and maintain a virtual data room for interested parties

▪ Manage sale process

▪ Respond to queries from interested parties

▪ Responded to inquiries received by interested parties

▪ Review of non-binding offers

▪ Shortlist parties to proceed to stage 2 of due diligence

▪ Facilitate and conduct management presentations

▪ Facilitate and conduct site inspections

▪ Review of final offers

▪ Negotiate offers from interested parties

▪ Negotiate heads of agreement with an interested party

▪ Facilitate additional due diligence requested by an interested party

▪ Negotiate asset sale agreement

▪ Grant exclusivity period

▪ Consider requests to extend exclusivity period

▪ Prepare communications to stakeholders regarding sale process

▪ Seek legal advise of various sale matters

Subsequent sale / 

recapitalisation process 

▪ Re-engage with interested parties

▪ Facilitate additional, accelerated due diligence

▪ Prepare update due diligence information

▪ Assess of final offers

▪ Negotiate offers with interested parties

▪ Negotiate asset sale agreement

▪ Execute asset sale agreement

▪ Prepare communications regarding sale
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▪ Attend to all completion matters 

Statutory & 

Administration 

287.10 hours  

$150,734.50 

Project management / 

correspondence 

▪ Prepare day one notifications to statutory authorities, employees, 

suppliers, and key stakeholders 

▪ Attend meetings to status of the administration 

▪ Respond to regulatory and Government enquiries 

▪ Extension of the convening period 

▪ Review the EPA EAN issued on MCI’s previous site in Moorabbin 

▪ Seek legal advice regarding the EPA EAN  

▪ Liaise with external consultants to complete the remaining works 

required under the EPA EAN.  

▪ Assist MRT to de-merge IT systems  

Document maintenance/file 

review/checklist 

▪ Maintain physical and electronic engagement file 

▪ Update checklists 

Insurance ▪ Identify potential issues requiring attention of insurance specialists 

▪ Correspond with insurer regarding initial and ongoing insurance 

requirements 

▪ Review insurance policies 

▪ Correspond with previous brokers 

Bank account administration ▪ Prepare correspondence to open accounts 

▪ Established new Administrators’ bank accounts 

▪ Perform bank account reconciliations 

▪ Correspond with bank regarding specific transfers 

ASIC forms ▪ Prepare and lodge ASIC forms 

▪ Correspond with ASIC regarding statutory forms 

ATO and other statutory 

reporting 

▪ Notify of appointment 

▪ Prepare and lodge BAS 

▪ Prepare and lodge STP lodgements 

Planning / review ▪ Discuss status of external administration 

Books and records/storage ▪ Secure MCI’s books and records including electronic records 

Trade on 

1,042.20 hours 

$622,898.00 

 

Trade on management ▪ Liaise with suppliers 

▪ Liaise with management and staff 

▪ Attend site 

▪ Authorise purchase orders 

▪ Maintain purchase order register 

▪ Prepare and authorise receipt and payment vouchers 

▪ Creating and maintaining task lists  

▪ Liaise with management and staff 

▪ Establish a trading plan 

▪ Attend various management meetings, employee meetings and 

meetings with other stakeholders 

▪ Prepare a listing of critical suppliers 

▪ Liaise with suppliers and lessees  

▪ Review and prepare supplier correspondence  

▪ Attend meetings with customers  

▪ Liaise with the legal advisers on legal matters relating to trading 

▪ Establish financial control processes for employees’ expense 

reimbursements, payments and POs 

▪ Review and document accounts payable (AP) process 

▪ Manage AP process  

▪ Authorise payments 

 

Process receipts and 

payments 

▪ Enter receipts and payments into accounting system 

Prepare budgets and 

financial reports 

▪ Prepare and monitor cash flow forecast 
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▪ Prepare financial analysis, including trading profit or loss statement, 

trading position statement and outcome statement 

▪ Evaluate trading position 

▪ Prepare and monitor daily cash flow forecasts 

▪ Liaise with NAB in relation to requests for bank sweeps of pre-

appointment bank balances to the post-appointment bank accounts 

relating to customer receipts  

▪ Prepare data for cash flow analysis  

▪ Liaise with management teams to assess the trading position  

▪ Prepare and maintain a receipts and payments register 

▪ Attend to the ongoing review of updated cash flows  

▪ Review pre-appointment and post-appointment bank accounts 

▪ Complete reconciliations of bank accounts 
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Schedule B – Time spent by staff on each major task performed during the Administration 

Resolution: from 2 November 2022 to 24 February 2023 

 

Retrospective Administrators' remuneration for the period 2 November 2022 to 24 February 2023

Employee Position Hours Fees ($) Hours Fees ($) Hours Fees ($) Hours Fees ($) Hours Fees ($) Hours Fees ($) Hours Fees ($) Hours Fees ($)

Rob Smith Partner 850 2.5 2,125.00 15.0 12,750.00 10.0 8,500.00  -  - 102.8 87,380.00 6.0 5,100.00 44.2 37,570.00 180.5 153,425.00

Employee 1 Director 715 25.3 18,089.50 36.9 26,383.50 55.0 39,325.00 1.0 715.00 86.1 61,561.50 20.0 14,300.00 192.9 137,923.50 417.2 298,298.00

Employee 2 Director 715 12.5 8,937.50  -  -  -  -  -  - 145.0 103,675.00  -  -  -  - 157.5 112,612.50

Employee 3 Director 715  -  -  -  -  -  -  -  -  -  - 40.0 28,600.00  -  - 40.0 28,600.00

Employee 4 Senior Manager 675 10.6 7,155.00  -  -  -  -  -  - 50.1 33,817.50  -  -  -  - 60.7 40,972.50

Employee 5 Senior Manager 675 3.0 2,025.00 37.8 25,515.00 2.2 1,485.00  -  - 5.3 3,608.37 1.4 945.00 25.0 16,875.00 74.7 50,453.37

Employee 6 Manager 630 2.0 1,260.00 23.8 14,994.00 10.0 6,300.00  -  - 11.5 7,245.00 6.8 4,284.00 167.8 105,714.00 221.9 139,797.00

Employee 7 Manager 630 36.1 22,743.00 29.6 18,648.00 5.2 3,276.00  -  - 3.9 2,457.00 9.8 6,174.00 62.8 39,564.00 147.4 92,862.00

Employee 8 Assistant Manager 580 11.4 6,612.00 14.0 8,120.00 0.3 174.00  -  - 0.1 58.00 10.3 5,974.00 4.9 2,842.00 41.0 23,780.00

Employee 9 Senior Analyst 525 5.5 2,887.50 0.5 262.50  -  -  -  - 53.4 28,035.00 29.9 15,697.50 77.5 40,687.50 166.8 87,570.00

Employee 10 Senior Analyst 525 16.0 8,400.00 83.8 43,995.00 139.5 73,237.50  -  - 7.8 4,095.00 3.1 1,627.50 85.3 44,782.50 335.5 176,137.50

Employee 11 Senior Analyst 525 62.8 32,970.00 3.2 1,680.00 6.3 3,307.50 0.5 262.50 6.2 3,255.00 2.9 1,522.50 344.9 181,072.50 426.8 224,070.00

Employee 12 Analyst 1 430 23.4 10,062.00 136.1 58,523.00 20.7 8,901.00  -  - 23.0 9,890.00 107.7 46,311.00 36.9 15,867.00 347.8 149,554.00

Employee 13 Analyst 430  -  -  -  -  -  - 30.5 13,115.00  -  - 17.3 7,439.00  -  - 47.8 20,554.00

Employee 14 Admin Level 3 400  -  -  -  -  -  -  -  -  -  - 31.9 12,760.00  -  - 31.9 12,760.00

Total approval to be sought (excl. GST) 211.10 123,266.50 380.70 210,871.00 249.20 144,506.00 32.00 14,092.50 495.25 345,077.37 287.10 150,734.50 1,042.20 622,898.00 2,697.55 1,611,445.88

Rate ($ ex. GST)

Assets Creditors Employees Investigation Sale of Business
Statutory & 

Administration
Trade On Total
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Schedule C – Details of work expected to be performed up the Second Meeting of 

Creditors 

Resolution: from 25 February 2023 to the Second Meeting of Creditors 

 

Future work to meeting date 

Period 25 February 2023 to the Second Meeting of Creditors 

Amount (ex GST) $100,000.00 

Task Area General Description Tasks 

Assets 

 

Monies ▪ Manage cash book 

▪ Request bank sweeps 

Debtors ▪ Issue correspondence to debtors 

▪ Request payment of overdue invoices  

▪ Reconcile individual debtor positions 

▪ Issue statements to debtors 

▪ Monitor and follow up daily debtor reporting 

▪ Report to NAB under debtor finance facility 

▪ Download all outstanding invoices and delivery dockets 

▪ Download debtor ledger 

Plant and Equipment ▪ Negotiate and finalise the sale of PP&E where appropriate 

Creditors 

 

Creditor Enquiries, Requests 

& Directions 

▪ Receive and respond to creditor enquiries 

▪ Consider reasonableness of creditor requests and responding, if 

appropriate 

▪ Compile information requested by creditors 

Creditor reports ▪ Review and finalise the report to creditors prior to the second 

meeting of creditors (including investigation work) 

▪ Review and finalise remuneration report 

▪ Distribute report to all known creditors 

Deal with proofs of debt 

(POD) 

▪ Receive PODs from creditors and responding to confirm receipt 

▪ Enter PODs into Insol6 

▪ Print and file PODs 

▪ Adjudicate PODs for purpose of voting at the meeting 

Meeting of Creditors ▪ Prepare and circulate second meeting notices 

▪ Advertise notice of second meeting 

▪ Prepare meeting file, including agenda, attendance register, list of 

creditors, report to creditors, and advertisement of meeting 

▪ Prepare second meeting presentation 

▪ Attend and chair second meeting of creditors 

▪ Respond to stakeholder queries and questions prior and 

immediately following the meeting 

▪ Issue notices to creditors regarding the meeting 

Employees 

 

Employee queries ▪ Hold regular employee updates at MCI’s head office 

▪ Process weekly and fortnightly payroll 

▪ Liaise with payroll regarding payroll related queries 

▪ Attend to superannuation and payroll tax lodgements 

▪ Review and approve leave requests 

▪ Seek legal advice on employee related queries 

▪ Informing employees of redundancies 

▪ Attend to queries relating to employee redundancies 

▪ Issue termination letters 

▪ Prepare and issue separation certificates 

▪ Review and process payment of post-appointment leave accruals 
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▪ Provide updates to unions 

▪ Receive and follow up employee queries 

▪ Email updates to employees 

▪ Answer emails from employees via functional mailbox 

▪ Answer queries regarding upcoming second meeting of creditors 

▪ Assist employees with submitting their claims for the second 

meeting of creditors 

Calculation of entitlements ▪ Finalise pre-appointment employee entitlements calculations 

▪ Liaise with MCI payroll team regarding employee entitlements 

▪ Prepare summary of pre-appointment employee entitlements 

▪ Issue correspondence to employees advising of their entitlements 

▪ Review of any disputes as to employee entitlements 

Other employee issues ▪ Provide update to FEG on sale of business 

Investigation 

 

Conduct investigations ▪ Review books and records 

▪ Conduct forensic image of IT systems 

▪ Review and analyse the ROCAP 

▪ Held discussions with the Directors 

▪ Analyse historical financial information 

▪ Complete preliminary insolvency analysis 

▪ Undertake and prepare analysis as to potential liquidator claims  

▪ Review specific transactions and liaise with management 

▪ Consider the reasons for failure 

▪ Consider the actions of the Directors and whether any claims against 

them exist in liquidation 

Statutory & 

Administration 

 

Project management / 

correspondence 

▪ Attend team meetings to discuss progress of administration 

▪ Hold strategy meetings and maintaining work plans 

▪ Liaise with external consultants to complete the remaining works 

required under the EPA EAN.  

▪ Assist MRT to de-merge IT systems 

Document maintenance/file 

review/checklist 

▪ Maintain physical and electronic engagement file 

▪ Update checklists 

Insurance ▪ Review insurance policies 

▪ Correspond with brokers 

▪ Cancel insurance policies 

Bank account administration ▪ Manage pre-appointment and post-appointment bank accounts 

▪ Performing bank account reconciliations 

▪ Correspond with bank regarding specific transfers and sweeps 

Statutory notices ▪ Prepare and lodge relevant ASIC forms 

▪ Correspond with ASIC regarding statutory forms 

▪ Prepare BAS returns as required 

Books and records / storage ▪ Deal with physical and electronic files as required 

Process receipts and 

payments 

▪ Entering receipts and payments into accounting system 

Trade on 

 

Trade On Management ▪ Liaise with suppliers 

▪ Liaise with management and staff 

▪ Attend site 

▪ Authorise purchase orders 

▪ Maintain purchase order register 

▪ Prepare and authorise receipt and payment vouchers 

▪ Liaise with management and staff 

▪ Attend various management meetings, employee meetings and 

meetings with other stakeholders 

▪ Attend meetings with customers  

▪ Manage AP process  
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▪ Authorise payments

Process receipts and 

payments 

▪ Enter receipts and payments into accounting system

Prepare budgets and 

financial reports 

▪ Monitor cash flow forecast

▪ Prepare financial analysis

▪ Evaluate trading position

▪ Prepare and monitor daily cash flow forecasts

▪ Liaise with NAB in relation to requests for bank sweeps

▪ Liaise with management teams to assess the trading position

▪ Prepare and maintain a receipts and payments register

▪ Attend to the ongoing review of updated cash flows

▪ Complete reconciliations of bank accounts

Sale of business ▪ Prepare communications to stakeholders regarding sale

▪ Prepare working capital adjustments

▪ Prepare settlement statement

▪ Distribute employee contracts

▪ Prepare information schedules to be provided at settlement

▪ Obtain discharges

▪ Attend to all other completion matters

▪ Attend settlement
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Schedule D – Details of work expected to be performed during the Liquidation 

Resolution: for the period of the Liquidation 

 

Future work to meeting date 

Period for the period of the Liquidation 

Amount (ex GST) $300,000.00 

Task Area General Description Tasks 

Assets 

 

Monies ▪ Manage cash book 

▪ Request bank sweeps 

 Debtors ▪ Issue correspondence to debtors 

▪ Request payment of overdue invoices  

▪ Reconcile individual debtor positions 

▪ Issue statements to debtors 

▪ Monitor and follow up daily debtor reporting 

▪ Report to NAB under debtor finance facility 

 Other ▪ Review of security deposit arrangements 

▪ Liaise with the landlord regarding the return of the security deposits 

Creditors 

 

Creditor enquiries, requests 

and directors 

▪ Receive and respond to creditor enquiries, requests and directions 

▪ Compile information requested by creditors 

Creditor reports ▪ Prepare Statutory Report to creditors and Remuneration Report 

(where relevant) within 3 months of appointment of liquidators as 

required 

Deal with proofs of debt 

(POD) 

▪ Receive and review PODs from claimants 

▪ Filing PODs as required after Second Meeting 

▪ Adjudicate PODs as necessary 

Meeting of Creditors (only if 

requested to be held in a 

liquidation) 

▪ Prepare and lodge minutes of Second Meeting with ASIC 

▪ Prepare and issue voting outcomes in respect to Second Meeting to 

creditors in attendance at meeting 

▪ Respond to creditor and stakeholder queries and questions 

following meeting of creditors 

▪ Prepare and lodge minutes of any future meetings with ASIC 

▪ Issue voting outcomes to creditors in respect to meeting if required 

Proposals to Creditors ▪ Prepare proposal notices and voting forms 

▪ Forward notice of proposals to all known creditors 

▪ Review votes and determine outcome of proposal 

▪ Prepare and lodge Form 5022 proposal outcome with ASIC 

Employees 

 

Employee queries ▪ Liaise with employees regarding entitlements 

▪ Respond to queries from employees 

▪ Issue pre-appointment PAYG summary 

▪ Finalise STP lodgements 

▪ Attend to superannuation and payroll tax lodgements 

▪ Seek legal advice on employee related queries 

▪ Review and process payment of post-appointment leave accruals 

▪ Payment of final employee deductions 

▪ Finalise Workcover premiums 

Calculation of entitlements ▪ Finalise calculation of employee entitlements 

▪ Write to employees to advise them of their calculated claim 

Fair Entitlements Guarantee 

(FEG) 

▪ Prepare letters to employees advising of their entitlements, options 

available in the liquidation and availability of FEG 

▪ Correspond with FEG 

▪ Prepare verification spreadsheet 

▪ Prepare FEG quotations 
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▪ Complete FEG questionnaires 

Investigation 

 

Conduct investigations ▪ Finalise review of MCI’s solvency  

▪ Form a view on the potential date of insolvency 

▪ Finalise review of specific transactions and liaise with Directors 

regarding certain transactions if relevant 

▪ Finalise analysis of claims and undertake cost/benefit analysis 

▪ Interview staff and Directors as appropriate 

▪ Pursue liquidator recovery actions (where applicable and commercial 

to do so) 

▪ Finalise Liquidators’ investigation file pursuant to s533 of the 

Corporations Act 2001 (Act) 

▪ Preparation of supporting information in preparation of report to 

ASIC on Liquidators’ investigations 

Voidable transactions  ▪ Review of possible voidable transactions 

▪ Conduct commercial merits of pursuing voidable transactions 

▪ Seek legal advice regarding recoverability of voidable transactions  

▪ Write to creditors who have received preference claims 

▪ Send demands to creditors who have received preference claims 

▪ Liaise with Directors regarding voidable transactions 

Statutory & 

Administration 

 

Project management / 

correspondence 

▪ Maintain physical and electronic engagement file 

▪ Update checklists  

▪ Liaise with external consultants to complete the remaining works 

required under the EPA EAN.  

▪ Assist MRT to de-merge IT systems 

Bank account administration ▪ Prepare correspondence to update Administration bank account to 

reflect appointment of Liquidators 

▪ Request bank statements 

▪ Perform bank account reconciliations 

▪ Correspond with bank regarding specific transfers 

Insurance ▪ Correspond with insurer regarding future insurance requirements 

▪ Finalise insurance requirements 

ASIC forms ▪ Prepare form 505 for the cessation of Voluntary Administrators 

▪ Prepare form 505 for the appointment of Liquidators 

▪ Prepare and lodge form 5603 End of Administration return for 

Voluntary Administration period 

▪ Seek ASIC consent for early destruction of books and records 

▪ Correspond with ASIC regarding statutory forms 

▪ Apply for de-registration of MCI 

▪ Prepare and lodge form 5603 End of Administration return for 

Liquidation period 

ATO and other statutory 

reporting 

▪ Notify of appointment of Liquidators 

▪ Prepare BAS returns for Liquidation period 

▪ Reconcile BAS account 

▪ Notify ATO of cessation of the Liquidation 

Finalisation ▪ Notify ATO of ceasing to act as Liquidators 

▪ Cancel ABN/GST/PAYG registration 

▪ Complete checklists 

Planning/Review ▪ Internal discussions regarding status of Liquidation and tasks to 

finalisation 

▪ Regular team meetings to discuss rolling checklist and statutory 

lodgements 

Books and records storage ▪ Preserve and deal with company records 

▪ Send job files to storage 
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Dividend Process and deal with PODs ▪ Prepare correspondence to potential creditors inviting lodgement of 

POD 

▪ Receive, review and adjudicate PODs as necessary 

▪ Enter PODs into Insol6 

▪ Review supporting documentation in relation to the POD 

▪ Maintain POD register 

▪ Translate any foreign currency PODs into functional currency 

▪ Correspond with claimants regarding PODs 

▪ Follow appeal process for any disputed PODs as necessary 

▪ If required, issue any notice in relation to rejection of PODs 

Dividend procedures (if 

applicable) 

▪ Correspond with creditors regarding dividend 

▪ Advertise intention to declare a dividend on the ASIC PNW and 

issue written correspondence to creditors 

▪ Obtain tax clearance from ATO ahead of paying a dividend to 

unsecured creditors 

▪ Calculate increasing or decreasing adjustment regarding ATO’s claim 

▪ Calculate equalising dividend 

▪ Calculate and pay dividend and account for taxation requirements as 

necessary 

▪ Issue correspondence to creditors notifying them of dividend 

payment 

Sale of business ▪ Attend to remaining completion matters 

Trading ▪ Wind down of trading 

▪ Liaise with suppliers 

▪ Liaise with management and staff 

▪ Update purchase order register 

▪ Prepare and authorise receipt and payment vouchers 

▪ Manage accounts payable process 

▪ Authorise payments to be made 

▪ Enter receipts and payments into accounting system 
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Schedule E – Schedule of Hourly Rates 

The rates for our remuneration calculation are set out in the following table, together with a general guide showing 

the qualifications and experience of staff engaged in the administration and the role they take in the administration.  

The hourly rates charged encompass the total cost of providing professional services and should not be compared 

to an hourly wage. 

 

Title Description 
Hourly rate 

(excl GST) 

Appointee/Partner Registered liquidator, Chartered Accountant or equivalent and 

generally degree qualified with more than twelve years of 

experience.  Leads assignments with full accountability for 

strategy and execution.   

$850 

Director 1 Generally Chartered Accountant or comparable qualification 

and degree qualified with more than ten years of experience, 

including four years of Director or equivalent experience.  

Autonomously leads complex insolvency appointments 

reporting to Appointee/Partner. 

$770 

Director Generally Chartered Accountant or comparable relevant 

qualification and degree qualified with more than nine years 

of experience.  Autonomously leads insolvency appointments 

reporting to Appointee/Partner. 

$715 

Senior Manager  Generally Chartered Accountant or comparable relevant 

qualification and degree qualified with more than seven years 

of experience.  Self-sufficiently conducts small to medium 

insolvency appointments and leads major workstreams in 

larger matters. 

$675 

Manager Generally Chartered Accountant or comparable relevant 

qualification and degree qualified with more than five years of 

experience.  Self-sufficiently conducts small insolvency 

appointments and takes a supervisory role on workstreams in 

larger matters. 

$630 

Assistant Manager Generally Chartered Accountant or comparable relevant 

qualification and degree qualified with more than three years 

of experience.  Autonomously manages workstream activity 

within appointments.   

$580 

Senior Analyst Generally degree qualified and undertaking Chartered 

Accountant’s qualification or comparable relevant qualification 

with more than 16 months of experience.  Completes tasks 

within workstreams and appointments under supervision. 

$525 

Analyst Generally degree qualified and undertaking or about to 

undertake Chartered Accountant’s qualification or comparable 

relevant qualification with less than one year of experience.  

Assists with tasks within workstreams and appointments under 

supervision. 

$430 

Undergraduate/Cadet Undertaking relevant degree.  Assists with tasks within 

workstreams and appointments under supervision. 
$250 
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Title Description 
Hourly rate 

(excl GST) 

Practice Services 

Director 

National Practice Service leaders, generally degree qualified 

with more than ten years of experience and reporting directly 

to partners.  Technical experts in their specific areas and have 

team management responsibilities. 

$770 

Senior Treasury staff Appropriately experienced and undertakes senior Treasury 

activities such as oversight of the processing of payment of 

receipts and banking administration.  May be responsible for 

day to day management of projects or operations and may 

have supervisory responsibility for junior staff. 

$510 

Senior Client 

Administration and 

Treasury 

Appropriately experienced and undertakes senior level 

administrative support activities or Treasury activities.  May be 

responsible for day to day management of projects or 

operations and may have supervisory responsibility for junior 

staff. 

$400 

Administration Appropriately experienced and undertakes support activities 

such as meeting coordination and preparation of materials 

where it is efficient and appropriate to do so. 

$230 

McGrathNicol reviews its hourly rates on either 31 December or 30 June.  Creditors will be advised of any 

change to the hourly rates for this external administration. 
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