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IRexchange Ltd (In Liquidation) ACN 612 319 276 
Netget Australia Pty Ltd (In Liquidation) ACN 612 322 399  

Integrated Retail Distribution Pty Ltd (In Liquidation) ACN 156 438 961  
(collectively IRexchange or the Group) 

Statutory Report to Creditors (Report) 

 

Keith Crawford and I were appointed Joint and Several Administrators (Administrators) of IRexchange on  
the evening of 22 October 2019.  Subsequently, on 27 November 2019, the second meeting of creditors (Second 
Meeting) was held and it was resolved that Keith Crawford and I be appointed Joint and Several Liquidators 
(Liquidators) of IRexchange.  

The purpose of this report is to: 

 provide you with an update on the progress of the liquidation since the Second Meeting; and 

 advise you of the likelihood of a dividend being paid in the liquidation of IRexchange. 

This report is to be read in conjunction with our Administrators’ report to creditors pursuant to 75-225 of the 
Insolvency Practice Rules (Corporations) 2016 (Cth) dated 20 November 2019 (Administrators’ Report).  

Defined terms in this report are consistent with those in the Administrators’ Report. 

1. Background 

As outlined in the Administrators’ Report, IRexchange was established with the aim of disintermediating the 
wholesale trade model between suppliers and retailers via its B2B technology platform. 

First operating in 2015 under the legal entity, Integrated Retail Distribution Pty Ltd, IRexchange commenced its 
software build phase in September 2015, signing a contract with Viridian to purchase their “Vision” software. 
IRexchange engaged DHL in January 2016 as its logistics and supply chain partner, which was utilised by IRexchange 
to execute its supply chain up to the date of the Administrators’ appointment. 

IRexchange was seeking to list on the ASX in February 2019 in order to fund expansion, however the initial public 
offering (IPO) did not proceed for various reasons including but not limited to a legal claim brought by a 
shareholder. 

IRexchange’s revenue increased from $4.3m in FY17 to $11.9m in FY19, however significant losses were reported 
($18.2m in FY17, $17.4m in FY18, and $16.6m in FY19).  Following the failed IPO, staff numbers reduced from 45 to 
7 at the date of the Administrators’ appointment, as a result of attempts to restructure and consolidate costs.  
IRexchange’s attempts to significantly restructure and recapitalise the business ultimately failed between February 
2019 and October 2019. 

Following the Administrators’ appointment on 22 October 2019, the Administrators commenced a sale process for 
the Group’s software platform, patents, trademarks and other intellectual property (IP).   

The Administrators executed a binding term sheet with Inmotus Pty Ltd (the Purchaser) on 20 November 2019 for 
the sale of IRexchange’s IP, software assets, and books and records, for headline consideration (before deductions 
and other adjustments) of $700,000 (excluding GST).  Completion of the sale occurred on 19 December 2019. 
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2. Causes of failure 

Our investigations, as detailed in the Administrators’ Report, indicate that IRexchange’s failure was primarily a result 
of: 

 ongoing losses incurred by the business over a number of years, and a reliance on ongoing shareholder 
support to fund these losses; 

 a loss making business model that it was recently seeking to pivot away from as part of its broader turnaround 
plan; and 

 litigation commenced by various parties against IRexchange in February 2019 and October 2019 impeding the 
Group’s IPO and its ability to execute its planned solvent recapitalisation at an Extraordinary General Meeting 
scheduled for 21 October 2019. 

Our subsequent investigations undertaken since the second creditors meeting have confirmed the reasons listed 
above.  

 Key actions undertaken since the Second Meeting 

Following the Second Meeting, the Liquidators have undertaken the following key tasks: 

 progressed discussions and negotiations with the Purchaser, executed an asset sale agreement with same, and 
attended to completion of the asset sale of IRexchange’s IP, software assets, and books and records on  
19 December 2019;  

 attended to post asset sale completion activities under the asset sale agreement; 

 facilitated the preparation of IRexchange’s FY19 financial statements, required for its FY19 Research and 
Development (R&D) refund application. 

 engaged with PwC regarding the lodgement of IRexchange’s FY19 R&D refund application with Innovation and 
Science Australia.  The application was lodged with the ATO on 19 February 2019; 

 calculated former IRexchange employee entitlements and engaged with the Fair Entitlements Guarantee (FEG) 
following the appointment of the liquidators; 

 assisted former IRexchange staff with the lodgement of their employee entitlement claims to FEG;  

 finalised negotiations for the realisation of stock located at DHL which was not subject to the Group asset sale; 

 continued collection activities for any outstanding pre-appointment debtors; 

 completed further investigations into the date of insolvency and potential voidable transactions; 

 commenced preliminary analysis of the merits of creditor pooling and engaged with legal advisors in respect of 
same; and 

 attended to all statutory and taxation deadlines. 

 Return to creditors 

 Creditor pooling 

As outlined in the Administrators’ Report, prior to making any distributions to creditors the Liquidators will 
undertake an assessment of whether the entities should be pooled, noting that IRexchange Ltd and its wholly 
owned subsidiaries operated as a consolidated group from a financial and governance perspective.   

Specifically, the liquidators have identified the following factors that suggest pooling of the Group’s assets for the 
purposes of the liquidation of the Group may be appropriate: 

 the intermingling of operational affairs has resulted in difficulty disentangling the Group’s ownership of its 
various assets, and presents challenges in identifying the true legal owner of assets realised;  

 it is unclear from company records and agreements which Group entity the liability of many creditors relates to 
as IRexchange did not strictly maintain accounts payable ledgers by legal entity (for example, in a number of 
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cases, creditors would invoice “IRexchange”, with no further specific reference to the legal entity they were 
contracted with);  

 IRexchange paid its creditors out of interchanging entity bank accounts, reflecting the consolidated nature of its 
operations;  

 staff were employed in a subsidiary entity that incurred the Group’s trading liabilities, but did not have the 
benefit of owning the Group’s assets.  Further, the Group did not have a documented intercompany recharge 
mechanism to account for the benefit the other Group entities received in utilising staff.  Staff are therefore 
potentially subordinated to other creditors due to the Group’s corporate structure; 

 the material intercompany creditor balances reported in the books and records, and uncertainty about the 
nature in which these balances arose in the absence of a formal intercompany transfer pricing policy (note: a 
pooling determination would negate the impact of any intercompany balances on a liquidation distribution); 
and  

 the administrative savings that would result from creditor pooling, which in turns reduces the costs of the 
liquidation and potentially improves any net return to the Group’s creditors. 

The Liquidators have formed the view that the above factors likely meet the specific statutory criteria in section 
579E(12) of the Corporations Act 2001 (Cth) (Corporations Act), which outlines considerations when determining 
whether creditor pooling provides the most beneficial outcome for creditors in the circumstances  

The Liquidators intend to seek Court direction in respect of pooling in the coming months.    

 Estimated return to creditors  

A number of factors will affect the likelihood and quantum of a dividend being paid to creditors, including: 

 whether creditor pooling occurs; 

 the amount of assets realisable and the costs of realising those assets, with the key outstanding unrealised asset 
being the R&D refund; 

 the statutory priority of certain claims and costs; 

 the value of various classes of claims including priority and unsecured creditor claims, and  

 the volume of enquiries by creditors and other stakeholders. 

The table below summarises the Liquidators’ estimated return to each class of creditor, and provides a comparison 
to the estimated provided with the Administrators’ Report.  Creditors should note the uncertainly surrounding these 
preliminary estimates that results from the factors listed above in section 4.1 Creditor Pooling.      

 
 

IRexchange Group - estimated return to creditors (cents/$)

Creditor class Low High Low High Low High

IRexchange Ltd

Priority creditors n/a n/a n/a n/a n/a n/a

Unsecured creditors  - 1.7  - 1.4  - (0.3)

Netget Australia Pty Ltd

Priority creditors  -  -  -  -  -  - 

Unsecured creditors  -  -  -  -  -  - 

Integrated Retail Distribution Pty Ltd

Priority creditors n/a n/a n/a n/a n/a n/a

Unsecured creditors  - 0.5  - 0.4  - (0.1)

20 November 2019 27 February 2020 Variance
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Whilst the overall estimated return to creditors in IRexchange Ltd and Integrated Retail Distribution Pty Ltd has 
decreased since the Administrators’ Report, in both entities this is principally as a result of an increase in the 
estimated creditor claims  since the Administrators Report was issued, diluting the estimated return.  The increased 
creditor claims has resulted from additional proofs of debts being issued to the Liquidators in the lead up to and 
following the Second Meeting.   

We note that the total estimate of creditors is indicative only, as the Liquidators have not undertaken a formal 
adjudication of the proofs of debt submitted.  Instead and for conservatism, the Liquidators have estimated each 
entities creditor balance based on the higher of: (i) the amount recorded in the company records; or (ii) the proof of 
debt received during the Administration or Liquidation.   

If a dividend is going to be paid, you will be contacted before that happens and, if you have not already done so, 
you will be asked to lodge a proof of debt.  This formalises the record of your claim in the liquidation and is used 
to determine all claims against IRexchange. 

Creditors should note that a Pooling Order, if obtained, will impact the return to creditors of all of the three entities 
within the IRexchange Group, including Netget Australia, which is currently showing no return to creditors.        

 Estimated assets and comparison to Report on Company Activities and Property (ROCAP)  

As previously reported, the Directors prepared and provided ROCAPs for each entity to the Administrators during 
the first three weeks of the administration. The ROCAPs sets out the Directors’ assessment of the Group’s assets and 
liabilities as at the Administrators’ appointment.  

Outlined overleaf are the ROCAPs, as well as the Liquidators’ updated low and high estimated returns for the 
liquidation (including realisations to date). 
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 IRexchange Ltd (In Liquidation) – Estimated realisation outcome 

 

Note 1:  The Liquidators completed the sale of the Group’s IP, software, trademarks, patents, and books and records 
on 19 December 2019 for $700,000 (excluding GST).  The above analysis reflects an indicative 
apportionment of the purchase price between the Group entities for the purpose of providing an estimated 
return to creditors in a non-pooled scenario.  This allocation method is consistent with the estimated 
realisation analysis presented in the Administrators’ Report.    

Note 2:  The low scenario assumes no R&D refund recovery, the high assumes recovery of the R&D refund claim for 
circa $586,000 (being the estimated FY19 R&D claim value) less $100,000 in estimated direct realisation 
costs.  We have assumed that there is no valid security over the Group’s R&D refund for the purpose of the 
analysis presented.    

Note 3:  IRexchange Ltd has intercompany receivable balances owing to it from both Netget Australia and 
Integrated Retail.  Realisations in these subsidiary entities are presented in the sections following.  If the 
Group is pooled, intercompany returns are no longer considered for distribution purposes. 

Note 4:  The Liquidators’ preliminary investigations have not identified any commercially viable voidable transactions 
arising during the insolvency period.  As the Liquidators continue to investigate the affairs of IRexchange 

IRexchange Ltd - estimated return to creditors

$'000 Note Low High

Recoveries

Intangible assets - software 1 n/a 308 308

R&D refund 2 n/a  - 486

Intercompany receivable - Integrated Retail 3 24,174  - 86

Intercompany receivable - Netget 3 19,937  -  - 

Investment in subsidiaries 3 6,991  -  - 

Voidable transactions and preference recoveries 4 n/a  -  - 

Cost of realisation

Administrators' fees and disbursements (approved by creditors) 5 n/a (145) (145)

Liquidator fees (approved by creditors) 5 n/a (100) (100)

Estimated liquidator fees (subject to approval in future) 5 n/a (60) (40)

Legal fees and disbursements 6 n/a (82) (57)

Trading of business and other asset realisation costs 7 n/a (60) (50)

Contingency n/a (40) (10)

Estimated amount available to unsecured creditors 51,101  - 477

IRexchange Ltd - estimated return to creditors

$'000 Note ROCAP Low High

Estimated amount available to unsecured creditors  - 477

Unsecured creditors

Trade creditors 8  - (7,866) (7,866)

Convertible noteholders and w/cap loan providers 8 (25,498) (26,107) (26,107)

Total estimated unsecured creditor claim (25,498) (33,973) (33,973)

Estimated dividend to unsecured creditors (cents/$)  - 1.4

Source: Directors' ROCAP, company records, proof of debts and Liquidators' analysis.

ROCAP ERV

Liquidators' ERV
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Ltd this may bring to light potential voidable transactions.  The estimate presented does not reflect any 
return from potential voidable transaction recoveries.  

Note 5:  Refer to the Remuneration report to creditors dated 20 November 2019 for further details.  The Liquidators 
may seek further remuneration approval from creditors for cost incurred to date above the fee approvals 
received from creditors, as well as for estimated costs to complete the Liquidation. This will be outlined 
separately to creditors in an additional report in future. 

Note 6:  Legal costs incurred during the administration and liquidation relate to the drafting of the asset sale term 
sheet, asset sale agreement and other advice provided to the Administrators and Liquidators during their 
appointment, plus an estimate for costs to complete the liquidation.  Legal fees have been apportioned 
between the entities on the same indicative basis as the asset sale proceeds.   

Note 7:  Reflects costs incurred to date for software licences/costs, contractors' fees, advertising and media 
management and estimated costs to finalise the liquidation.   

Note 8:  Unsecured creditors include trade creditors, convertible noteholders and working capital loan investors per 
IRexchange Ltd’s books and records and proof of debts submitted by creditors.   
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 Netget Australia Pty Ltd (In Liquidation) – Estimated realisation outcome 

 

Note 1:  The low scenario assumes debtors recovered at the date of this report.  The high assumes only modest 
additional further debtor recoveries occur.     

Note 2:  Netget reported a book value of circa $365,000 in inventory on appointment, all of which was held at a 
third party warehouse.  The warehouse claimed a lien over the stock held noting it was owed amounts well 
in excess of the inventory book value.  The Liquidators reach a commercial agreement with the warehouse 
provider that resulted in a commission being paid to Netget for introducing a buyer to the warehouse 
provider for sale of the stock. The commission proceeds are outlined above.   

Note 3:  The Liquidators completed the sale of the Group’s IP, software, trademarks, patents, and books and records 
on 19 December 2019 for $700,000 (excluding GST).  The Purchaser ascribed $50,000 to books and records 
and customer lists held by Netget, which has been reflected above.   

Note 4:  Office equipment reflects the estimated auction value for the small amount of IT equipment located at the 
Group's head office.  

Netget Australia Pty Ltd - estimated return to creditors

$'000 Note Low High

Recoveries

Cash on hand 16 16 16

Trade receivables 1 46 22 25

Inventory 2 365 21 21

Prepayments 10  -  - 

Books and records 3 n/a 50 50

Office equipment 4 n/a 0 2

Voidable transactions and preference recoveries 5 n/a  -  - 

Cost of realisation

Administrators' fees and disbursements (approved by creditors) 6 n/a (62) (62)

Liquidator fees (approved by creditors) 6 n/a (30) (30)

Estimated liquidator fees (subject to approval in future) 6 n/a (60) (40)

Legal fees and disbursements 7 n/a (16) (11)

Trading of business and other asset realisation costs 8 n/a (16) (6)

Contingency n/a (20) (10)

Estimated amount available to unsecured creditors 437  -  - 

Netget Australia Pty Ltd - estimated return to creditors

$'000 Note ROCAP Low High

Estimated amount available to unsecured creditors  -  - 

Unsecured creditors

Priority creditors (i.e. employees) 9 (682) (749) (749)

Trade creditors 10 (735) (4,580) (4,580)

Intercompany creditors 10 (19,937) (19,937) (19,937)

Total estimated unsecured creditor claim (21,354) (25,266) (25,266)

Estimated dividend to priority creditors (cents/$)  -  - 

Estimated dividend to unsecured creditors (cents/$)  -  - 

Source: Directors' ROCAP, company records, proof of debts and Liquidators' analysis.

ROCAP ERV

Liquidators' ERV
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Note 5:  The Liquidators’ preliminary investigations have not identified any commercially viable voidable transactions 
arising during the insolvency period.  As the Liquidators continue to investigate the affairs of IRexchange 
Ltd this may bring to light potential voidable transactions.  The estimate presented does not reflect any 
return from potential voidable transaction recoveries. 

Note 6:  Refer to the Remuneration report to creditors dated 20 November 2019 for further details.  The Liquidators 
may seek further remuneration approval from creditors for cost incurred to date above the fee approvals 
received from creditors, as well as for estimated costs to complete the Liquidation. This will be outlined 
separately to creditors in an additional report in future.   

Note 7:  Legal costs incurred during the administration and liquidation relate to the drafting of the asset sale term 
sheet, asset sale agreement and other advice provided to the Administrators and Liquidators during their 
appointment, plus an estimate for costs to complete the liquidation.  Legal fees have been apportioned 
between the entities on the same indicative basis as the asset sale proceeds.      

Note 8:  Reflects costs incurred to date for employees net wages and estimated costs to finalise the liquidation. 

Note 9:  The Liquidator estimates reflects employee entitlements verified by the Liquidators.    

Note 10: Unsecured creditors include trade creditors per Netget's books and records and proof of debts received. 
Intercompany creditors reflects amounts owing to IRexchange Ltd.     
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 Integrated Retail Distribution Pty Ltd (In Liquidation) – Estimated realisation outcome 

 

Note 1:  The Liquidators completed the sale of the Group’s IP, software, trademarks, patents, and books and records 
on 19 December 2019 for $700,000 (excluding GST).  The above analysis reflects an indicative 
apportionment of the purchase price between the Group entities for the purpose of providing an estimated 
return to creditors in a non-pooled scenario.  This allocation method is consistent with the estimated 
realisation analysis presented in the Administrators’ Report.      

Note 2:  The Liquidators’ preliminary investigations have not identified any commercially viable voidable transactions 
arising during the insolvency period.  As the Liquidators continue to investigate the affairs of IRexchange 
Ltd this may bring to light potential voidable transactions.  The estimate presented does not reflect any 
return from potential voidable transaction recoveries.     

Note 3:  Refer to the Remuneration report to creditors dated 20 November 2019 for further details.  The Liquidators 
may seek further remuneration approval from creditors for cost incurred to date above the fee approvals 
received from creditors, as well as for estimated costs to complete the Liquidation. This will be outlined 
separately to creditors in an additional report in future.   

Note 4:  Legal costs incurred during the administration and liquidation relate to the drafting of the asset sale term 
sheet, asset sale agreement and other advice provided to the Administrators and Liquidators during their 
appointment, plus an estimate for costs to complete the liquidation.  Legal fees have been apportioned 
between the entities on the same indicative basis as the asset sale proceeds.     

Integrated Retail Distribution Pty Ltd - estimated return to creditors

$'000 Note Low High

Recoveries

Cash on hand 1 1 1

Prepayments 10  -  - 

Intangible assets - Software, trademarks, patents & business name 1 2,256 343 343

Voidable transactions and preference recoveries 2 n/a  -  - 

Cost of realisation

Administrators' fees and disbursements (approved by creditors) 3 n/a (77) (77)

Liquidator fees (approved by creditors) 3 n/a (50) (50)

Estimated liquidator fees (subject to approval in future) 3 n/a (60) (40)

Legal fees and disbursements 4 n/a (118) (63)

Trading of business and other asset realisation costs 5 n/a (20) (5)

Contingency n/a (20) (5)

Estimated amount available to unsecured creditors 2,267  - 103

Integrated Retail Distribution Pty Ltd - estimated return to creditors

$'000 Note ROCAP Low High

Estimated amount available to unsecured creditors  - 103

Unsecured creditors

Trade creditors 6 (1,819) (284) (284)

Intercompany creditors 6 (28,802) (28,802) (28,802)

Total estimated unsecured creditor claim (29,086) (29,086)

Estimated dividend to unsecured creditors (cents/$)  - 0.4

Source: Directors' ROCAP, company records, proof of debts and Liquidators' analysis.

ROCAP ERV

Liquidators' ERV
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Note 5:  Reflects estimated costs to complete the Liquidation.     

Note 6:  Unsecured creditors include trade creditors per Integrated Retail's books and records and proof of debts 
received.  Intercompany payable reflects amounts owing to IRexchange Ltd and Netget.  

   

 Investigations 

Creditors should refer to section 6 of the Administrators’ Report for an overview of the investigations undertaken 
during the voluntary administration. 

Liquidators have certain powers available to them under the Corporations Act in relation to voidable transactions 
and, in certain circumstances, can take steps to unwind transactions that occurred prior to the Liquidators’ 
appointment.  In order to pursue voidable transactions however, it requires that the company was insolvent at the 
time the transaction was entered into. 

Outlined in the sections following is an update on the Liquidators’ investigations since the Second Meeting. 

If creditors are aware of any offences or wish to fund further investigations by the Liquidators, please contact 
Frances Cardamone on (03) 9038 3178 or IRexchange@mcgrathnicol.com. 

 Voidable transactions 

Section 588FA of the Corporations Act gives a liquidator the power to recover certain transactions within six months 
of the commencement of the winding up that result in the creditor receiving more than the creditor would receive 
from the company if the transaction were set aside and the creditor were to prove for the debt in a winding up of 
the company. 

The Liquidators investigations have not identified any commercially viable preference payments made during the 
identified window of insolvency.  A review of the company bank accounts during the insolvency period confirms that 
IRexchange was processing limited payments during this period, which is consistent with the liquidity constraints the 
Group suffered during this period.  Consequently, the Liquidators consider that any potential preference payments 
will not be commercial to pursue.  

 Insolvent trading / other director offences  

The Liquidators’ investigations to date have focused on identifying the specific date of insolvency, which is necessary 
before any voidable transactions can be recovered.  

Following further investigations, the Liquidators consider it is unlikely that there is a commercially viable insolvent 
trading cause of action to pursue for the following reasons: 

 the quantum of any insolvent trading claim is low due to the narrow window of potential insolvency (even by 
reference to the earliest date of insolvency identified in the Administrators’ Report); IRexchange was processing 
limited payments in the period leading up to the Administrators’ appointment, meaning very few “new debts” 
will have been incurred during the identified window of insolvency; and   

 the Liquidators expect that the Directors will seek to rely on certain defences, including that they had 
reasonable grounds to suspect that IRexchange was solvent due to the ongoing support of key stakeholders, 
including its  high net worth investor base, as well as the Safe Harbour advice they received in late September 
2019.   

Separately, the Liquidators investigations into potential breaches of Director duties are ongoing.  If any breaches of 
directors’ duties are identified, the Liquidators will report these in the section 533 report issued to the Australian 
Securities and Investment Commission (ASIC) which will be lodged in the coming months (in accordance with the 
statutory deadline). 
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 Other investigations 

The Liquidators are undertaking investigations covering a number of matters raised by creditors and former senior 
staff including potential: 

 breach of section 588FDA of the Corporations Act in relation to unreasonable director-related transactions.  While 
investigations are preliminary, the Liquidators do not expect this will be a source of recovery; and 

 information irregularities raised by shareholders in the course of legal proceedings instituted by them in relation 
to the IPO and earlier equity raising.  No compensation to the benefit of IRexchange (or its creditors) is expected 
from these investigations, rather investors would receive compensation directly if proven.   

The Liquidators will notify ASIC of any breaches it finds following its investigations into the above, as well as supporting 
any investigation undertaken by ASIC or any other regulators.  

7. Receipts and payments to date 

Outlined at Annexure A is a summary of all receipts and payments made during the period from 16 November 2019 
to 21 February 2020. 

We have included receipts and payments for this period (i.e. before the date the Liquidators were appointed) as the 
Administrators’ Report last reported receipts and payments up to 15 November 2019. 

9. Cost of the liquidation 

We estimate that the total remuneration for the liquidation will be approximately $330,000 (excluding GST and 
disbursements). This includes creditor approved fees detailed in the table below, plus additional estimated fees of 
$150,000 to finalise the Liquidation.  The total estimated fees exceeds the previously approved fees due to the: 

 additional work required to facilitate the lodgement of the FY19 R&D refund; 

 extended period of negotiation required to conclude the sale of the Group’s software and IP assets, as well as 
ongoing post completion activities underway presently; and 

 further investigations being undertaken following information coming to light from discussions with various 
IRexchange shareholders and former senior staff.  

This report is not seeking approval of further remuneration, however the Liquidators expect to seek further 
remuneration approval in the coming months. 

The below prospective remuneration was approved at the second meeting of creditors held on 27 November 2019, 
but remains unpaid until the liquidators conclude the pooling assessment outlined in section 4.1 
 

Entity (all in Liquidation) Remuneration type 
  

AUD amount 
(ex GST) 

IRexchange Ltd Liquidators’ remuneration approved at the second meeting of 
creditors on 27 November 2019 

100,015.00 

Netget Australia Pty Ltd Liquidators’ remuneration approved at the second meeting of 
creditors on 27 November 2019 

29,885.00 

Integrated Retail 
Distribution Pty Ltd 

Liquidators’ remuneration approved at the second meeting of 
creditors on 27 November 2019 

50,335.00 
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10. What happens next? 

We will proceed with the liquidation, which will include: 

 paying any residual post-appointment trading liabilities; 

 finalising asset realisations, specifically IRexchange’s FY19 R&D claim; 

 preparing for and seeking Court direction in respect of creditor pooling; 

 completing our investigations into IRexchange’s affairs and pursuing any viable claims for statutory 
recovery; 

 distributing any net surpluses to creditors (in accordance with the priorities in the Corporations Act); and 

 attending to all statutory lodgements with ASIC and the ATO. 

We may write to you again with further information on the progress of the liquidation.   

We expect to have completed this liquidation within 12 months. 

 

11. Where can you get more information? 

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

 ARITA at www.arita.com.au/creditors 

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

If you have any queries, please contact Frances Cardamone on (03) 9038 3178 or IRexchange@mcgrathnicol.com.  
For further information about this engagement, please refer to the website 
www.mcgrathnicol.com/creditors/irexchange-group/.  

Dated: 27 February 2020 
 

 
 
 
Robert Smith 
Liquidator 

 
Enclosures: 

 Summary of receipts and payments from 15 November 2019 to 21 February 2020 

 ARITA Information Sheet – Offences, Recoverable Transactions & Insolvent Trading 
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Annexure A – Summary of receipts and payments from 16 November 2019 to 21 February 2020 

  

IRexchange Group - summary of receipts and payments for the period 16-Nov-19 to 21-Feb-20

Details Amount (incl. GST)

Receipts 

Asset Sale proceeds 770,000

Post-appointment asset realisation - inventory (net) 21,266

Pre-appointment refunds 2,187

Pre-appointment debtors 1,483

Insurance refunds 294

Post-appointment asset realisation - plant and equipment 50

Total receipts 795,281

Payments

Software licences & costs (32,339)

Contractors' fees (3,565)

Insurance (2,598)

Advertising (2,275)

Post-appointment wages (net) (1,257)

Media management (580)

Bank charges (9)

Total payments (42,623)

Net receipts / (payments) for the period 752,657

Opening bank balance at 16-Nov-19 37,003

Closing bank balance at 21-Feb-20 789,660

Source: IRexchange Group bank accounts.
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Annexure B – ARITA Information Sheet – Offences, Recoverable Transactions & Insolvent Trading 

 

 

 



 
 

Creditor Information Sheet   
Offences, Recoverable Transactions and  
Insolvent Trading  

 

  

AUSTRALIAN RESTRUCTURING INSOLVENCY & TURNAROUND ASSOCIATION 

 

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.  
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. 

 
 
 
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. 

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. 

Offences 

Recoverable Transactions 
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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.  It will only be necessary to satisfy the court that there was a breach on the balance of 
probabilities.  There is no time limit on when the transaction occurred. 

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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