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Definitions and abbreviations 

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

Term Definition 

ACN  Australian Company Number 

Act Corporations Act 2001 

Administrators Rob Kirman and Rob Brauer of McGrathNicol as joint and several Voluntary 

Administrators of Xanterra  

ARITA Australian Restructuring, Insolvency & Turnaround Association (formerly the Insolvency 

Practitioners Association) of Australia 

ARITA Code ARITA Code of Professional Practice 

ARV Auction Realisable Value 

ASIC Australian Securities and Investments Commission 

ATO Australian Taxation Office 

AWST Australian Western Standard Time 

BAS Business Activity Statement 

BSA Business Sale Agreement 

Business P4L Armadale 

CA Confidentiality Agreement 

COI Committee of Inspection 

Company Xanterra Pty Ltd (Administrators Appointed) in its own capacity and as trustee for the 

El Tovar Trust trading as ‘Pharmacy 4 Less Armadale’ 

Director Nigel Rayney, in his capacity as the sole director of Xanterra 

DIRRI Declaration of Independence, Relevant Relationships and Indemnities 

DOCA Deed of Company Arrangement 

EFT Electronic Funds Transfer 

ERV Estimated Realisable Value 

FBO Final Binding Offer 

FEG Fair Entitlements Guarantee 

First Meeting First Meeting of Creditors, held on 14 December 2018, pursuant to s436E of the Act 

Franchisor P4L Corporation Pty Ltd 

FYXX Financial year ended 30 June 20XX 

GIC General Interest Charge 

Grays  Grays Asset Services 

GST Goods and Service Tax 
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Term Definition 

Liquidators Rob Kirman and Rob Brauer (if creditors resolve to wind up Xanterra at the Second 

Meeting and appoint the Administrators) 

LIQ Liquidation 

NBO Non-Binding Offer 

NLBT Net Loss Before Tax 

NPBT Net Profit Before Tax 

OSR Office of State Revenue 

PBS Pharmaceutical Benefits Scheme  

P4L Pharmacy 4 Less 

POD Proof of Debt 

PPSR Personal Property and Securities Register 

PRBWA Pharmaceutical Regulatory Board of Western Australia  

Premises Shop MM04, Armadale Shopping City 

P&E Plant and Equipment 

P&L Profit and Loss 

RAB Running Account Balance 

Relation Back Period Six months from the appointment of the Administrators, being 5 June 2018 

Report This report, prepared in accordance with s439A of the Act 

ROCAP Report on Company Activities and Property 

ROT Retention of Title 

Second Meeting Second Meeting of Creditors to be held on 10 June 2019 pursuant to s439A of the 

Act 

SGC Superannuation Guarantee Charge 

STS Simpler Taxation System 

TWC  Terry White Chemmart 

VA Voluntary Administration  

WA Western Australia 

Westpac Westpac Banking Corporation Limited 

WDV Written Down Value 

WIP Work in Progress 

Xanterra Xanterra Pty Ltd (Administrators Appointed) in its own capacity and as trustee for the 

El Tovar Trust trading as ‘Pharmacy 4 Less Armadale’ 

YoY Year on Year 

YTD Year to Date 
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 Executive Summary 

 Appointment 

On 4 December 2018, the Director of Xanterra, Mr Nigel Rayney, after forming the opinion that the Company was 

insolvent or likely to become insolvent, appointed Rob Kirman and Rob Brauer as Joint and Several Voluntary 

Administrators, pursuant to section 436A of the Act. 

Immediately thereafter, the Administrators entered into control and possession of the assets and undertakings of Xanterra 

and commenced a marketing campaign for a sale of the business as a going concern and/or recapitalisation of the 

Company via a DOCA. 

 Object of administration 

Voluntary Administrators are empowered by the Act to assume control of insolvent companies (or those likely to become 

insolvent), superseding the power of the directors and officers, to manage the company’s affairs and deal with their assets 

in the interest of creditors and members (if applicable).   

The intention of voluntary administration is to maximise the prospects of an insolvent company continuing in existence, or 

if that is not possible, to achieve a better return to creditors and members (if relevant) than would be achieved in a 

liquidation. 

During voluntary administration there is a moratorium in respect of most pre-administration creditor claims, and the 

administrators are required to investigate the company’s affairs and report to the creditors on the possible outcomes.  

Ultimately, the outcome of administration is determined by the creditors of the insolvent company at a second meeting of 

creditors. 

 Purpose of report 

Pursuant to section 439A of the Act, the Administrators must convene the Second Meeting and provide: 

 a report about the business, property, affairs and financial circumstances of Xanterra (i.e. this report); and   

 a statement setting out the Administrators’ opinion, supported by their reasons, about each of the following matters:  

– whether it would be in creditors’ interest for the administration to end; 

– whether it would be in creditors’ interest to execute a DOCA and, if a DOCA is proposed, a statement 

setting out details of the proposed DOCA; and 

– whether it would be in creditors’ interest for Xanterra to be wound up. 

Creditors are able to vote on the above at the Second Meeting, which will determine the future of Xanterra.  A DOCA may 

only be voted on if a proposal is submitted to the Administrators.  Alternatively, the Second Meeting may be adjourned 

for up to 45 business days, or extended by the Court.  

The purpose of this report is to inform creditors about the Administrators’ investigations into Xanterra’s business, property, 

affairs and financial circumstances so that they may make an informed decision regarding the future of the Company at 

the Second Meeting. 

 First Meeting 

Section 436E of the Act requires the Administrators to conduct the First Meeting within eight business days of their 

appointment.  The only business capable of being conducted by creditors at the First Meeting is to appoint alternative 

administrators (if relevant) and/or a COI. 

The First Meeting of Xanterra was held on 14 December 2018.  No nominations for alternative administrators were 

received.  The creditors also elected not to form a COI. 

The minutes of the First Meeting were lodged with ASIC on 21 December 2018.  Creditors may obtain a copy from ASIC or 

by contacting this office. 
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 Second Meeting 

The Second Meeting for Xanterra has been convened for 11:00am (AWST) on Monday, 10 June 2019.  Important 

information regarding the Second Meeting is set out below. 

Since the First Meeting, the convening period in relation to the administration of Xanterra (i.e. the timeframe for calling the 

Second Meeting) has been extended via Court Order twice.  In both instances an application was made by the 

Administrators to the Supreme Court of WA on the grounds of continuing negotiations with interested parties in order to 

effect a going concern business sale. 

 Particulars of Second Meeting 

The key meeting particulars are set out in the table below: 

Particulars of Second Meeting   

Date Monday, 10 June 2019 

Time 11:00am (AWST) 

Place of meeting Level 17, 37 St Georges Terrace, Perth WA 6000 

Deadline for return of meeting documents 4:00pm (AWST) Friday, 7 June 2019 

Electronic facilities available Yes 

Meeting enquiries Magnus Howie (08) 6363 7624 

A Form 529A ‘Notice of Second Meeting of Creditors’ is attached to this report, together with Form 535 ‘Formal Proof of 

Claim’ and Form 532 ‘Appointment of Proxy ‘.  Creditors wishing to attend and participate in voting at the Second Meeting 

are required to complete and return Form 535 and Form 532 to this office no later than 4.00pm (AWST) on Friday, 7 

June 2019.  Creditors who have already lodged a proof of debt do not need to complete a new proof. 

Electronic facilities will be available for creditors who cannot attend the Second Meeting in person.  Creditors wishing to 

utilise these facilities should contact Magnus Howie on (08) 6363 7624 to obtain particulars (noting that a completed Form 

535 and Form 532 will still be required for creditors attending via telephone). 

A person, or the proxy or attorney of a person who participates in the meeting by telephone, must pay any costs incurred 

by them in participating and is not entitled to be reimbursed for those costs from the assets of Xanterra. 

 Committee of Inspection 

In the event that creditors resolve that Xanterra be wound up, then the Act provides that a COI may be formed. 

A COI may be useful to provide the liquidators with a sounding board as to likely creditor views, and in approving any 

matters which require authorisation by the COI, creditors or the Court. 

At the Second Meeting, creditors will be invited to consider whether a COI should be formed, and if so, to nominate and 

appoint the members.  

 Trading 

Xanterra operated a large retail pharmacy, with dispensary, within the Armadale Shopping City complex.  The Company 

operated from lease premises under a franchisee arrangement with Pharmacy 4 Less, a discount big box format pharmacy 

brand.  

Upon their appointment, the Administrators successfully implemented procedures and protocols to maintain the day to 

day control of Xanterra and traded the business whilst urgently seeking EOIs to purchase the business as a going concern 

and/or recapitalisation via a DOCA.   

The Xanterra business, trading under the Pharmacy 4 Less banner, was traded under the control of the Administrators for 

an extended period of time in order to facilitate a going concern sale of the business.  For the period 4 December 2018 to 

5 May 2019, Xanterra is expected to trade at a loss of $123,758.  However, it is important to note the ongoing trading of 

the business has provided for a far greater asset realisation outcome (in comparison to the ARV of the company’s assets) 

and has also provided for the continuity of the business and transmission of staff employment.   
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A summary of the sale process and outcome is set out below, and described in detail in section 5 of the Report.   

 Assets 

The key assets of Xanterra were stock on hand (pharmaceutical and retail stock), plant and equipment (being a shop fit-

out and various retail and back of house assets) and trading cash on hand and/or receivable.   

Following their appointment, the Administrators realised the vast majority stock on hand in the ordinary course whilst 

trading the business for the period to completion of the BSA.  All other assets, together with replenished stock holdings, 

were realised on completion of the BSA, which occurred on 6 May 2019.  

 Sale and/or recapitalisation process 

On appointment, the Administrators commenced an accelerated campaign for the sale and/or recapitalisation of Xanterra, 

via a DOCA. 

This included (i) print media advertising in local and national newspapers, (ii) engagement of specialist local and national 

pharmacy specific sales agents, (iii) preparation and issue of a CA, (iv) preparation of a disclosure document and due 

diligence materials, (v) discussions with interested parties regarding particulars of the business, and (vi) negotiating with 

interested parties and relevant stakeholders, including the shopping centre landlord in order to agree and settle the BSA 

for the going concern sale of the business.      

 Sale process 

Following a 4-5 week intensive sale campaign managed by specialist pharmacy business brokers (one local and one 

national), 39 expressions of interest were received, from which 16 CAs were signed prior to those parties receiving a 

disclosure document. 

Three NBOs were subsequently received, which were all conditional on the negotiation of new lease terms with the 

landlord of the Armadale Shopping City complex, being Lendlease.  All three NBO parties were given the opportunity to 

negotiate ongoing lease arrangements with the landlord.  In late February 2019, Lendlease confirmed it had reach terms 

with Chemist Warehouse in relation to a new lease for the pharmacy premises. 

On 6 March 2019 a BSA subject to conditions precedent including documenting agreed lease arrangements, regulatory 

licence approvals and release of security interests was executed by the Administrators with a headline purchase price 

(before deductions) of $0.75 million.  Settlement of the sale occurred on 6 May 2019. 

 Recapitalisation process 

Concurrent with the sale process described above, preliminary discussions were held with the Director in relation to a 

DOCA proposal.  

During mid-January 2019, the Director advised the Administrators that a DOCA proposal would not be forthcoming.  

 Investigations undertaken 

The Administrators have undertaken detailed, but preliminary, investigations into the affairs of Xanterra with a view to 

understanding its history, financial performance and position, and any possible recoveries that may be available for 

creditors’ benefit in liquidation. 

Potential recoveries from liquidator actions could increase the funds available to maximise the return to creditors.  

Recoveries available to a liquidator may include preferential payments to creditors, an insolvent trading claim against the 

Director, uncommercial transactions and the recovery of unreasonable related party transactions. 

In summary, the key findings from the Administrators’ preliminary investigations are as follows: 

 The Administrators’ preliminary investigations indicate Xanterra was insolvent from at least 1 July 2018; and 

 the potential quantum of an insolvent trading claim is circa $0.4 million (before directly attributable costs of 

realisation). 

Should Xanterra be placed into liquidation at the Second Meeting, then the Liquidators will undertake further detailed 

investigations and pursue recovery action where appropriate and commercially viable to do so. 
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 ERV 

The Administrators make the following comments regarding the estimated outcome in a winding up of Xanterra: 

 gross realisations from the sale of the business and assets of Xanterra are insufficient to repay the secured creditor in 

full (after costs); and 

 it is unlikely there will be a dividend to unsecured creditors absent material recoveries from potential Liquidator 

recovery actions.  

 Recommendation 

At the Second Meeting convened for 11:00 am (AWST) on Monday, 10 June 2019, creditors will be asked to determine the 

future of Xanterra by voting on the options available, namely: 

 whether Xanterra execute a DOCA; or 

 whether Xanterra be placed into liquidation; or 

 whether the Administration ends and control of Xanterra be returned to the Director. 

We do not recommend that Xanterra be returned to the control of the Director (due to its insolvency) and in absence of a 

DOCA proposal, the Administrators recommend that Xanterra be wound up. 
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 Administrator’s prior involvement 

The Administrators undertook a proper assessment of the risks to our independence prior to accepting the appointment as 

Administrators of Xanterra, in accordance with the law and applicable professional standards.  This assessment identified 

no real or potential threats to our independence.  The Administrators were not aware of any reasons that would prevent 

us from acting as Administrators. 

In accordance with section 436D of the Act and the ARITA Code, a DIRRI reflecting the above (and dated 

6 December 2018) was enclosed with the Administrators’ first communication to creditors, being notice of the First 

Meeting. 

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

with Xanterra or related parties and indemnities received in relation to the appointment. 

 Ongoing assessment 

The Administrators continue to monitor and assess their independence in respect of Xanterra as matters develop and 

further and better information becomes available. 

On 8 March 2019 an updated DIRRI was issued to creditors disclosing Westpac’s agreement to provide a limited indemnity 

to cover expenses associated with the ongoing trading of the Xanterra business whilst a sale of the business is being 

pursued. 

The updated DIRRI for Xanterra is attached at Appendix A. 

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

give rise to any real or perceived conflicts of interest. 

 Background 

 History 

Xanterra was incorporated in May 2016 and commenced trading as a P4L franchise from leased premises within the 

Armadale Shopping City complex in September 2016.  Armadale is an outer suburb of Perth, approximately 27km south of 

Perth CBD.  

The origins of the Xanterra business arise from the relocation of a prior pharmacy business operated by a related party to 

Xanterra in the same shopping precinct in Armadale.  Xanterra operated a large discount format retail pharmacy and 

dispensary as part of a privately owned group, which also operates another retail pharmacy (under the Terry White 

Chemmart banner) within the Armadale Shopping City complex.  The Terry White Chemmart pharmacy is operated by the 

Director in his personal capacity as a sole trader. 

Staff utilised by both pharmacy businesses were provided by a related corporate entity, Kaden Holdings Pty Ltd.  As at the 

Administrators’ appointment, Xanterra utilised circa 20 employees comprising full-time, part-time and casual staff.  These 

labour resources were provided to Xanterra pursuant to a Services Agreement, incorporating a monthly charge. 

Xanterra was loss making since establishing the P4L pharmacy at Armadale, with its business reporting trading losses of 

circa $83,000 and $203,000 in FY17 and FY18 respectively.  A further trading loss of circa $86,000 in FY19 YTD was 

reported prior to the appointment of the Administrators.    

The Director attributes reduced revenue and margins as a result of increased competition in the discount retail pharmacy 

space in the general local area, together with burdensome rental arrangements as the major contributing factors to the 

failure of the Xanterra business.  Together with the significant level of group secured debt requiring servicing from the 

Xanterra business (and Terry White Chemmart business), the Administrators generally agree with this view. 

Xanterra entered into a 10 year rental tenancy in Armadale in June 2016.  The total tenancy size was 1,147m2, of which 

only 797m2 (or circa 70%) was utilised by the pharmacy business.  The unutilised area totalling 350m2 was originally carved 

off from the retail operation to attract a medical practice to support revenue generation.   

For the 18 months of tenancy prior to the appointment of the Administrators, the Director was unable to attract and/or 

secure a medical practitioner for the unutilised space.     
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 Company details 

The key particulars of Xanterra are as follows: 

Company details   

  Description 

Full name Xanterra Pty Ltd 

Company type Proprietary Limited 

Trading name Pharmacy 4 Less Armadale 

ACN  612 633 262 

ABN 77 983 350 377 (El Tovar Trust) 

Incorporation date 26 May 2016 

Registered office Level 2, 35-37 Havelock Street West Perth WA 6005 

Principal place of business Shop MM04 206 Jull Street Armadale Shopping City Armadale WA 6112 

Share capital $10 (fully paid) 

Source: ASIC database   

 Office holders 

The office holder of Xanterra since incorporation is as follows: 

Current and former office holders 

Name Position held Status Appointment date Cease date 

Nigel Aloysious Rayney Director Current 26 May 2018 Ongoing 

Source: ASIC database         

 Shareholders 

The shareholder of Xanterra is as follows: 

Shareholder details         

Shareholder Status Class Total shareholding % 

Nigel Aloysious Rayney Current Ordinary 10 100% 

Source: ASIC database         
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 Security interests 

PPSR searches conducted on the date of the Administrators’ appointment disclosed the following security interests 

registered against Xanterra: 

Summary of PPSR registrations      

Secured party Notes 

Registration at 

4 December 2018 

Registration at 

28 May 2019 

Financer      

Westpac Banking Corporation 3.5.1 2 2 

Other goods suppliers      

Australian Pharmaceuticals Limited 3.5.2 4 4 

Clifford Hallam Healthcare Pty Ltd 3.5.3  1 - 

McPherson's Consumer Products Pty Ltd 3.5.3 1 - 

National Distribution (W.A.) Pty Ltd 3.5.3  1 - 

Pharm-A-Care Laboratories Pty Ltd 3.5.3 1 - 

Sanofi Aventis Pty Ltd 3.5.3 1 - 

Total registrations   11 6 

Source: ASIC database      

 Westpac  

Westpac held two registered security interests over the Company, both ALLPAP registrations relating to a market rate 

facility, bank guarantees and credit card facilities.   

Since their appointment, the Administrators have also agreed and executed a Deed of Indemnity with Westpac to provide 

a capped ($50,000) indemnity to meet trading costs. 

Whilst the indemnity was not required to be called upon, it was critical to allow the Administrators to maintain trading 

throughout the protracted period of negotiation with interested parties, and ultimately achieve a going concern sale 

transaction. 

A deed of release in relation to the specific assets of Xanterra pursuant to the BSA was granted by Westpac on settlement 

of the BSA on 6 May 2018. 

 API 

As at the date of the appointment of the Administrators, API were owed approximately $460,000. 

API held 4 registrations noted on the PPSR in relation to the inventory it supplied, comprising both PMSI and Other Goods 

registrations.  API’s registrations were valid and enforceable in relation to the stock it supplied that remained on hand at 

appointment.  

On 14 December 2018, following a review of the schedule of inventory items on hand at appointment, API asserted an 

ROT claim totalling $271,448.  API’s claim was supported by invoices and a line by line inventory report, however, API did 

not conduct its own on-site stocktake. 

Upon review of API’s claim, the Liquidators considered that (i) inventory totalling circa $20,000 was supplied by alternate 

suppliers, and (ii) a number of inventory line items identified by API were supplied to Xanterra by other suppliers in 

addition to API.  These points supported the reduction of API’s ROT claim (or security interest) to Xanterra’s stock, and on 

this basis the Administrators settled the claim commercially via two payments totalling $206,741 (excluding GST).  $163,226 

(excluding GST) of the settlement sum was in relation to stock sold by the Administrators in the ordinary course of trading 

the Xanterra business following their appointment.  The remainder of the settlement sum $45,515 (excluding GST) related 

to stock transferred to the purchaser of the Xanterra business on settlement of the BSA.  
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 Other goods suppliers 

Xanterra had sourced inventory from a variety of suppliers used in the Company’s retail and pharmacy operations.  As at 

the date of the Administrators’ appointment, Xanterra had five registrations noted on the PPSR (in addition to API) with 

the classification of goods as inventory. 

Below is a summary of the five other goods suppliers, including the pre-appointment debt outstanding to them, together 

with the value of stock on hand at appointment. 

Other goods suppliers    

Suppliers 

Pre-appointment 

debt ($) 

Value of stock 

on hand at appt ($) 

Clifford Hallam Healthcare Pty Ltd 19,990 4,868 

McPherson’s Consumer Products Pty Ltd 4,365 3,832 

National Distribution (W.A.) Pty Ltd - - 

Pharm-A-Care Laboratories Pty Ltd 2,966 2,931 

Sanofi Aventis Pty Ltd 4,235 2,883 

Total unsecured creditors 31,556 14,514 

Source: Xanterra records and correspondence from relevant suppliers  
 

Following the Administrators appointment, enquiries were made into each of these registrations and it was found that: 

 One of the security interests related to a former supplier that is not a current creditor of Xanterra; and 

 The remaining four security interests were valid and enforceable in respect to stock on hand at appointment.  

Following correspondence with the above parties, the Administrators settled these claims by way of payment of the value 

(at cost) of the stock on hand at appointment, totalling $14,514.   

All five other goods suppliers’ registrations on the PPSR were discharged prior to settlement of the BSA. 

 Books and records 

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

accordance with section 286 of the Act, which requires companies maintain financial records that: 

 correctly record and explain their transactions and 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 is a rebuttable presumption of insolvency, 

which can be relied upon by a liquidator in an application for compensation for insolvent trading or recovery of other 

insolvent transactions.  Accordingly, the state of the books and records of Xanterra is material to creditors’ decisions 

concerning the future of Xanterra (if a DOCA is proposed). 

Overall, the Administrators consider that Xanterra complied with section 286 of the Act, based on the following key factors:  

Books and records Administrators’ comments 

Accounting files and associated working 

papers 

A MYOB accounting file was maintained by the Company’s external 

bookkeeper and reconciled on a monthly basis.   

The Administrators’ team obtained a copy of all electronic records from the 

external bookkeeper. 
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Books and records Administrators’ comments 

Financial statements Financial Statements were prepared for each financial year by the external 

accountant for Xanterra.  At the time of the Administrators’ appointment, 

financial statements for Xanterra were prepared up to FY18. 

Xanterra’s accounts for FY19 YTD are based on management accounts 

obtained from the Company’s external bookkeeper.   

Banking records including account 

statements, cheque and deposit books 

Banking records (including bank statements and reconciliations) were 

maintained by the external bookkeeper and Director. 

Payments to suppliers/creditors were made predominantly online via EFT at 

regular intervals.  

Copies of all creditor and debtor 

invoices 

Customer invoices were forwarded to and uploaded in MYOB by the 

external bookkeeper.  Record of all payments were maintained in MYOB.  

Lease & franchise contracts/agreements Leasing records were kept on physical file.  The Administrators were 

provided with access to the records maintained, which adequately 

explained Xanterra’s leasing arrangements. 

Employee records, including payroll and 

superannuation information 

Employee records were maintained by Kaden, a related entity employer of 

all staff utilised by Xanterra.  The utilisation of employees by Xanterra was 

governed by a Services Agreement between the companies.   

Asset registers Depreciation schedules, as at 30 June 2018, were maintained by the 

external accountant. 

Company registers and board minutes A company register has not been located nor produced by the director.  

The Director advises no director and/or shareholder meeting minutes were 

maintained. 

Overall, Xanterra appears to have maintained the types of records one would expect, from a company of its size and 

nature, in accordance with the requirements of section 286 of the Act.   

Accordingly, the Administrators do not believe the presumption of insolvency, based on a failure to maintain records in 

accordance with section 588 of the Act, can be relied upon. 

 Explanation for difficulties 

The Director completed a questionnaire, which states that Xanterra’s financial difficulties can be attributed to reduced 

revenue and margins as a result of increased competition in the discount retail pharmacy space in the local area, together 

with a burdensome rental arrangement.  The Administrators generally agree with this assessment, but also note the under 

capitalisation of Xanterra from inception, which left little or no buffer to support any financial under performance. 

As a result of Xanterra’s financial underperformance, the Company experienced significant liquidity pressure for a period of 

time prior to the appointment of the Administrators, with substantial rental arrears owed to the landlord of the Premises 

and various suppliers, including its primary supplier API.   

Subsequently, the Director appointed the Administrators to stablise the business and enable a sale and/or recapitalisation 

process (via a DOCA) to be pursued. 

The Administrators have also identified the following contributing factors to Xanterra’s decline in financial performance: 

 Rent obligations – Annual rent costs for FY17, FY18 and FY19 YTD equate to between 11% and 12.5% of annual 

revenue, which is above generally accepted industry benchmarks of less than 10% of annual revenue.   
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Xanterra’s rent burden was exacerbated by being unable to attract a tenant for the floor space set aside for 

occupation by a clinical practitioner.  The unutilised space in this regard equated to approximately 30% of the total 

rented floor space.   

 Debt servicing requirements & accumulated creditor arrears – As at the date of appointment of the Administrators, 

Westpac were owed circa $2.4 million by Xanterra.  The Administrators understand that a similar amount is also owed 

to Westpac by the Director in his personal capacity in relation to the Terry White Chemmart business.  In total the 

group was servicing in excess of $5 million in secured debt.   

 Industry rationalisation – The pharmacy industry has seen a fundamental shift away from independent ownership 

towards a franchised and discounted model in recent years.  The franchised and discounted model, in which Xanterra 

operates, is a high turnover and low margin model that is highly competitive and unable to support unbalanced 

overhead and/or borrowing cost commitments.      
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 Financial performance and position 

The Administrators have not carried out an audit, or verified the financial statements, management accounts or trial 

balances in preparation of the summarised profit and loss and balance sheet of Xanterra set out in this report.  

Accordingly, no warranty of accuracy or reliability is provided by the Administrators in respect of Xanterra’s historical 

financial information. 

The financial information presented herein is sourced from Xanterra’s external accountants and provided in order for 

creditors to better understand Xanterra’s financial history. 

 Historical financial performance 

Xanterra’s financial performance over the period 1 July 2016 to 30 September 2018 is summarised below: 

Profit and loss summary       

$'000 FY17 FY18 Jul-18 to Sep-18 

Revenue       

Sales  3,899   4,619   1,033  

Cost of sales (2,826) (3,105) (698) 

Gross profit  1,073   1,514   335  

Gross margin (%) 27.5%  32.7%  32.4%  

Expenses       

Wages (609) (733) (190) 

Rent (458) (501) (129) 

Advertising (52) (69) (17) 

Wrapping & labels (23) (24) (2) 

Franchise fees (8) (24) (6) 

Electricity (21) (23) (4) 

Other expenses (122) (133) (24) 

Total expenses (1,292) (1,507) (373) 

EBITDA (219) 7 (39) 

Other income  375   82   7  

Interest (78) (136) (36) 

Depreciation (161) (155) (18) 

Net profit/(loss) (83) (203) (86) 

Source: Accountant prepared financial statements       

       

Key ratios/metrics       

YoY revenue growth/(contraction)  n/a  18.5%   n/a  

Payroll expense as a percentage of sales (15.6%) (15.9%) (18.4%) 

Rent expense as a percentage of sales (11.7%) (10.8%) (12.5%) 

EBITDA as a percentage of sales (5.6%) 0.2% (3.8%) 

We make the following comments regarding the historical financial performance:  

 Xanterra was in an accumulated loss position at an EBITDA level since inception with net losses increasing during FY18 

and FY19 YTD;  

 Payroll and rent expenses have increased in comparison to revenue since FY17, and is one of the main drivers of 

Xanterra’s increased loss making over the period; and 
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 Other income for FY17 ($375,000) and FY18 ($82,000) comprises the initial landlord contribution toward Xanterra’s 

leased premises fit-out and related party trust distributions respectively. 

 Historical financial position 

Set out below is a summary of Xanterra’s balance sheet from 30 June 2017 to 30 September 2018.  

Balance sheet       

$'000 FY17 FY18 Sep-18 

Current assets       

Cash at bank  6   -    -   

Trade debtors  96   68   73  

Related party debtors  25   29   13  

Inventory  563   546   518  

Other current assets  96   44   24  

Total current assets  786   687   628  

Non-current assets       

Fixtures & fittings  63   61   61  

Lease improvements  326   318   316  

STS general pool  483   338   395  

Goodwill  1,669   1,669   1,669  

Other non-current assets  -    -    12  

Total non-current assets  2,541   2,386   2,453  

Total assets  3,327   3,073   3,081  

Current liabilities       

Trade creditors (472) (416) (404) 

API stock contribution (300) (269) (267) 

Related party loans (95) (169) 125 

Other current liabilities (82) (95) (178) 

Total current liabilities (949) (949) (724) 

Non-current liabilities       

Westpac (2,461) (2,410) (2,417) 

Total non-current liabilities (2,461) (2,410) (2,417) 

Total liabilities (3,409) (3,359) (3,141) 

Net assets / (liabilities) (83) (285) (60) 

Source: Accountant prepared financial statements       

Key ratios/metrics       

Working capital (Current assets - Cash at bank - Current liabilities) (169) (262) (96) 

Current ratio (Current assets / Current liabilities) (0.83) (0.72) (0.87) 

Quick ratio (Current assets - Inventory) / Current liabilities) (0.23) (0.15) (0.15) 

We make the following comments regarding Xanterra’s historic financial position: 

 Xanterra has reported net liabilities since inception.  

 Goodwill is recorded in the balance sheet at circa $1.7m since FY17, being a carry forward balance arising from the 

accounting treatment of the related party owned pharmacy acquisition by Xanterra.  Absent goodwill, the net liability 

position of Xanterra since inception increases to between circa $1.7 to $2.0m. 
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 The current and quick ratios outlined above further illustrate Xanterra’s illiquidity during the period from inception to 

FY19 YTD (noting a ratio of 1.00 is indicative of a business that can meet its current liabilities as and when they fall 

due out of current assets on hand). 

 Our comments in relation to related party loans in the accounts of Xanterra are set out in section 4.4.1.5.    

 Cash flow 

Management maintained a weekly short-term cash flow budget aligning forecast sales with required purchases and other 

overhead payments.  

Whilst this budget had operational use, it did not integrate with the Company’s profit and loss statement or balance sheet. 

 Report on Company Activities and Property 

A ROCAP, as at 4 December 2018, has been prepared by the Director and is summarised below, together with the 

Administrators’ ERV of assets and liabilities: 

Summary of financial position         

$'000 Reference Director's RATA Administrators' ERV 

    ERV Low High 

Assets         

Cash on hand 4.4.1.1 29 4 4 

Pre-appointment debtors 4.4.1.2  95  83   83  

Inventory 4.4.1.3  505   268   268  

Plant and equipment 4.4.1.4  580   450   450  

Other (including related party loans) 4.4.1.5 - 22 154 

Total assets   1,209  827  959 

Liabilities         

Westpac 4.4.2.1 (2,410) (2,548) (2,417) 

Other secured creditors 4.4.2.2 (464)  (242) (242) 

Priority creditors 4.4.2.3 (23)  (5)    (5)   

Related party creditors 4.4.2.4 (20) - - 

Statutory creditors 4.4.2.5  -  - - 

Trade creditors 4.4.2.5 (394) (639)  (608) 

Total liabilities   (3,311) (3,434) (3,272) 

Estimated surplus / (deficiency) before costs   (2,102) (2,607) (2,313) 

Source: Director's ROCAP, Administrators' estimates       

 Assets 

Set out below is commentary regarding Xanterra’s assets and the Administrators’ ERV in a high and low case scenario. 

 Cash on hand 

On the appointment of the Administrators, Xanterra held cash on hand totalling $4,458 comprising (i) $2,978 in the 

Company’s Westpac trading account, and (ii) in-store till floats of $1,480.  

 Pre-appointment debtors 

On the Administrators’ appointment, Xanterra had pre-appointment debtors with a book value of $94,594, comprising: 

 Pre-appointment advance of funds paid to Kaden, totalling $26,000; 

 Pre-appointment PBS rebates received post appointment, totalling $54,659; 
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 Pre-appointment sales to Pharmacy 4 Less Chatswood totalling $2,569, an amount that is unrecoverable due to an 

off-setting creditor claim; and 

 Other miscellaneous debtors pursuant to pre-appointment community medication packing and nursing home 

services.  Much of this comprises invoices with balances of less than $100, and in some instances historical 

customers/patients that are now deceased.  

As at the date of this report, the Administrators have collected pre-appointment debtors totalling $83,427.  The 

Administrators do not expect to realise any additional pre-appointment debtors. 

 Inventory 

On the Administrators’ appointment, Xanterra had inventory with a book value (at cost) of circa $0.5m.  This is broadly 

consistent with the value reported in the Director’s RATA, and comprised pharmaceutical medications (both prescription 

and OTC) and retail stock, including health and beauty products, medical products and accessories and foot ware. 

The Administrators continued to trade the business for five months pending settlement of the sale transaction.  

Accordingly, the inventory on hand at appointment was largely consumed by the business in the ordinary course of trade, 

with the proceeds of sale outlined in Section 5. 

A significant amount (circa $242,000 or 48%) of the pre-appointment stock on hand was subject of valid security interests 

(refer section 4.4.2.2). 

At completion of the BSA, inventory totalling circa $268,000 (at cost) was purchased and transitioned to the purchaser of 

the Xanterra business.   

Realisable stock on hand at appointment in the event of a business closure scenario, as ascribed by Grays, was circa 

$38,000.  This is largely due to the inability to sell dispensary and/or prescription drugs, and some OTC medications 

outside of the parameters of a trading pharmacy licence.  However, it also illustrates the importance of a trade and sale 

strategy in order to maximise the value of the Company’s inventory.  

 Plant and equipment 

Xanterra’s P&E comprises fixtures and fittings, leasehold improvements, general front of house/retail P&E, and back of 

house furniture and amenities.   

As at 30 June 2018, the WDV of P&E was circa $0.7 million. 

The Administrators engaged Grays to conduct an independent valuation of the P&E.  Grays provided the Administrators 

with a MV and ARV for the P&E of circa $213,000 and $10,000 respectively, which is significantly less than its (i) WDV, and 

(ii) sale value of $450,000 achieved pursuant to the BSA.   

 Other 

Other assets identified during the Administration period (and not stated in the Director’s ROCAP) relate to (i) a BAS refund 

for the November 2018 trading period prior to the appointment of the Administrators totalling $21,885 (which has been 

completed and recovered by the Administrators), and (ii) related party loan accounts (payable to Xanterra) disclosed in 

management accounts totalling circa $264,000 as at appointment.   

We understand from the Director and Xanterra’s external accountant that whilst the related party loan accounts are 

recorded as such in management accounts, they have been historically offset against equity contributions made by the 

Director at year end.   

On the basis that that there is also evidence of significant cash injections by the Director, during the same period, it is not 

yet clear as to whether these related party loans would be recoverable by a liquidator.  The Administrators have requested 

supporting documentation in relation to the loan accounts and cash injections to progress investigations. 

For the purpose of reporting to creditors, the Administrators have provided for a 50% recovery of the loans in the high 

scenario and a nil recovery in the low scenario.  
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 Liabilities 

The liabilities of Xanterra are discussed below. 

 Westpac 

Westpac is the primary secured creditor of Xanterra and was owed circa $2.4 million as at the date of the Administrators’ 

appointment, in relation to a market rate facility, bank guarantees and credit cards. 

Westpac holds a GSA over Xanterra, and the Administrators note that the relevant market rate facility is secured by 

Westpac’s ALLPAP security interest registration on the PPSR, and accordingly represent a secured claim in the 

administration.  

Bank guarantees with a face value of circa $137,500 are on issue to Xanterra’s landlord, being Lendlease.  Whilst these 

guarantees have not yet been called upon, we understand they will be, on account of (i) unpaid pre-appointment rent 

(circa $150,000), and (i) a crystallised fit-out contribution liability ($300,000 based on a lease termination during year 3 of 

Xanterra’s 10 year lease arrangement). 

The Administrators understand that Westpac has additional borrowings to Nigel Rayney and his wife in relation to (i) TWC 

that is owned and operated by Mr Rayney (as a sole trader) within the Armadale Shopping City Complex, and (ii) a 

residential property, that are secured by the GSA Westpac holds over the Company.  This represents a further contingent 

claim against Xanterra. 

 Other secured creditors 

The Director in his ROCAP advised of two additional secured creditors pertaining to stock supplies, totalling $464,145.   

Following the review of all security interests registered to the PPSR and accounting for stock on hand at appointment, 

security interests pertaining to stock have been settled with five creditors for $241,929 (including GST).   

 Priority creditors - employee entitlements 

The Director in his ROCAP attributed a liability of circa $23,000 to outstanding employee entitlements, including accrued 

annual leave and long service leave in relation to the 19 staff utilised by the Xanterra business. 

As discussed in section 3.1, all employees utilised by the Xanterra business are formally employed by Kaden Holdings, a 

related entity.  Provision of these labour services are subject of a Service Agreement between Xanterra and Kaden Holdings 

which incorporated a monthly charge between the entities.  The Administrators sourced labour arrangements with Kaden 

Holdings pending completion of the BSA.  

Whilst employee entitlements are a liability of Kaden Holdings as opposed to Xanterra, the acquisition of the relevant staff 

under the BSA included a deduction from the purchase price for the entitlements assumed.   

As at completion of the BSA, the transferrable deduction for employee entitlements totalled $5,331.         

 Director and related party loans 

The Director in his ROCAP attributed an amount outstanding of $20,013 owed to the related TWC Armadale business.  It is 

understood that this liability relates to pre-appointment stock transfers between the related entities during the month prior 

to the appointment of the Administrators.  

The net position of related party loan accounts, including in relation to the TWC Armadale business is discuss above in 

section 4.4.1.5. 

 Unsecured creditors 

Xanterra’s management accounts disclose unsecured creditors totalling $877,475 as at 4 December 2018. 

The ATO has provided the Administrators with information regarding Xanterra’s pre-appointment taxation position, which 

confirms there was no outstanding liability as at the Administrators’ appointment. 

Based on PODs received by the Administrators to date and net of the settlement of ROT claims with inventory suppliers 

(refer section 4.4.2.2), it is estimated unsecured creditors total circa $0.6m. 
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 Trading, sale and asset realisation 

 Trading position  

On appointment, the Administrators continued to trade the Xanterra business whilst exploring interest and options with 

regard to a going concern sale of the business and/or restructuring opportunities via a DOCA.  In summary, this included: 

 stabilising the business and immediate negotiations with key suppliers and other stakeholders on appointment; 

 implementing purchasing controls, maintaining purchase order register and integration into daily on-site operations; 

 placement and maintenance of appropriate insurance cover;   

 operate and manage the business of Xanterra trading as Pharmacy 4 Less Armadale, including liaising with 

management, staff and suppliers on a daily basis, and regular attendance at site; 

 documenting administration arrangements with key stakeholders post appointment, including the PRBWA, Department 

of Human Services, the P4L head franchisor and Kaden; 

 monitoring and reporting of cash flows and position of profit/loss on a weekly basis; 

 facilitating and accounting for trading receipts and payments, including employee wages, supplier payments, accrued 

employee entitlements, rent and other operational expenses of Xanterra; 

 dealing with multiple ROT claims and the respective creditor representatives with regard to inventory on hand at 

appointment and sold during the ordinary course of business;  

 negotiating lease arrangements and operations with the landlord; and  

 preparation and lodgement of statutory obligations. 

Further detail in relation to the work completed by the Administrators in relation to trading and other aspects of the 

administration are set out in the Administrators’ Remuneration Report annexed to this report.  

 Profit and Loss  

Xanterra is expected to trade at a net loss over the period of the Administration, as shown in the table below. 

Trading Profit & Loss as at 6 May 2019   

Actual & Forecast   $'000  

Revenue (incl. GST where applicable)   

Sales (EFT/cash) 853,067 

Sales (PBS recovery) 670,882 

Total revenue  1,523,949 

COGS   (1,135,178) 

Gross profit 388,771 

Expenses (incl. GST where applicable)   

Wages (317,363) 

Premises rent (183,236) 

Franchise costs (36,819) 

Insurance (4,926) 

Electricity (8,889) 

Other (35,547) 

Total expenses (586,780) 

Net GST refunded/(paid) 74,251 

Net trading profit / (loss) (123,758) 
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The Administrators make the following comments regarding the trading loss for the circa 5 month trading period (actual 

and forecast): 

 the revenue was generated using, in part, inventory held by Xanterra as at the date of the Administrators’ 

appointment; 

 COGS comprise purchases made by the Administrators in the ordinary course of trading the Xanterra business, 

together with payment of valid ROT stock sold prior to settlement of the BSA;  

 the Administrators elected to continue trading the business of Xanterra for the following reasons: 

 time to seek expressions of interest and conduct a sale campaign to explore options for a going concern 

sale of business and/or recapitalisation via a DOCA (refer Section 5.2); 

 preserve and realise enterprise value, noting ARV of the tangible assets of the company (i.e. stock and 

P&E) in a break up asset sale were estimated by Grays to total circa $48,000;  

 allow of the continuation of the business of Xanterra and employment (to the extent possible), which is a 

key aim of the voluntary administration regime; and 

 preliminary discussions with the landlord (Lendlease) indicated that due consideration would be given to 

the negotiation of new lease arrangements with a potential purchaser of the Xanterra business.     

The trade and sell strategy adopted by the Administrators resulted in a going concern sale of the Xanterra business, and 

provided for (i) a substantial return to ROT creditors, (i) a modest return to the company’s secured creditor (Westpac), and 

(iii) the transition of a number employees of Kaden with the business, all which would not have occurred in the event of a 

closure of the business and a break up asset sale.  

 Sale process  

Shortly after appointment, the Administrators commenced a marketing campaign in relation to Xanterra, with 

advertisements published in the Australian Financial Review and the West Australian newspapers, seeking expressions of 

interest for: 

 the purchase of the business and/or assets of Xanterra as a going concern; and/or  

 a recapitalisation via an equity investment or DOCA.  

The advertisements required expressions of interest to be submitted by Friday, 14 December 2017.  

The Administrators received six expressions of interests from parties based locally and interstate.  These interested parties 

were referred to specialist business brokers that were engaged by the Administrators to further their interest in the 

Xanterra opportunity.    

In conjunction with the Administrators print media campaign, two specialist pharmacy business brokers (one local and one 

national) were engaged to manage the sale of business process, and to promote the opportunity with known industry 

participants in the local and national pharmacy market.  The agents engaged, on a conjunctional basis, were the Health 

Linc (local broker) and Attain (national broker). 

The conjunctional agents subsequently managed a 4-5 week sale campaign which procured 39 expressions of interest, 

from which 16 CA’s were signed prior to receiving a disclosure document.  

In addition to the Xanterra business the Agents were also engaged by the Director to offer the related TWC Armadale 

business for sale.  Whilst both pharmacies have been marketed independent of each other, the opportunity to purchase 

both pharmacies in one line was also promoted amongst interested parties, in order to fully canvas the market.   

Three NBOs were submitted to the Agents for the purchase of the Xanterra business on a standalone basis, with a fourth, 

and opportunistic, NBO submitted for both pharmacies in one line.  Importantly, all NBOs were conditional on the 

negotiation of new lease terms with the landlord of the Armadale Shopping City. 

The Administrators’ preferred bidder was provided with a draft BSA and introduced to the Landlord on 16 January 2019 to 

commence lease negotiations.  On 24 January 2019 we were advised by the preferred bidder that acceptable lease terms 

could not be agreed with landlord, and they therefore were withdrawing from the sale process. 
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Following withdrawal of the preferred bidder, a draft BSA and landlord introduction were subsequently afforded to both 

under bidders, with further negotiations occurring across late January and February with both parties.  After a period of 

protracted negotiation between the landlord and the remaining interested parties, the landlord confirmed in late February 

it had reached terms with Chemist Warehouse in relation to an ongoing and long term lease for the pharmacy premises. 

On 6 March 2019 a BSA subject to conditions precedent including agreeing and documenting new lease arrangements, 

regulatory licence approvals and release of security interests was executed by the Administrators with a headline purchase 

price (before deductions) of $0.75 million.  Settlement of the sale occurred on 6 May 2019.        

 Deed of Company Arrangement Proposal 

Concurrent to the sale campaign, the Administrators had received notice from the Director that he was considering the 

submission of a DOCA proposal to potentially recapitalise the business, and was taking legal advice in this regard.  

Following further discussions with the Director, it was advised during January 2019 that a DOCA proposal would not be 

forthcoming. 

The Director has not subsequently approached the Administrators with a DOCA proposal. 
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 Offences, insolvent trading and voidable transactions 

A key role of the Administrators is to investigate Xanterra’s affairs and determine whether any offences under the Act, or 

other relevant legislation, may have transpired and to determine if any recovery from insolvent or voidable transactions 

could be pursued by the Liquidators (if appointed) for the benefit of creditors. 

These investigations are important to creditors as they: 

 provide context to Xanterra’s financial position and explain the conduct leading up to the Administrators’ 

appointment; 

 inform the likely return to creditors from a liquidation of Xanterra (which may be enhanced by successful liquidator 

recovery actions), should creditors resolve to place Xanterra into liquidation at the Second Meeting; and 

 allow creditors to fully assess any DOCA proposal (if applicable), as the acceptance of such a proposal will avoid 

liquidation and forgo the prospects of any liquidator recovery actions for the benefit creditors. 

 Offences 

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

information for creditors about insolvent trading and voidable transactions.  This information sheet is available from the 

ARITA website (http://www.arita.com.au).  If you are unable to access this website, please contact Magnus Howie on  

(08) 6363 7624 to obtain a copy. 

Under the Act, the Administrators are obliged to investigate Xanterra’s business, property, affairs and financial 

circumstances.  These investigations are to be performed as soon as practicable after the administration begins in order to 

enable the Administrators to form an opinion about the future of Xanterra so that creditors may make a fully informed 

decision on the Company’s future. 

Accordingly, the Administrators have conducted preliminary investigations in order to understand the events leading to 

their appointment and to identify potential recovery action which may increase funds available to the creditors of Xanterra 

in liquidation.   

The findings from the Administrators’ preliminary investigations are detailed in the following sections.  Other than as noted 

in this section, the Administrators have not identified any offences that are materially relevant to creditors’ decision 

regarding the future of Xanterra. Should Xanterra be placed into liquidation then further detailed investigations will be 

undertaken by the Liquidators. 

 Summary of matters investigated and Administrators’ preliminary view  

The primary focus of the Administrators’ preliminary investigations has been to ascertain whether there are actions which 

would be available to the Liquidators (if Xanterra were to be placed into liquidation).  As noted earlier these investigations 

are important not only to creditors’ understanding the likely return from liquidation, but also to assessing a DOCA 

proposal (if applicable).  

The Administrators have undertaken the following investigations to prepare this report and formulate an opinion on the 

future for Xanterra: 

 issued a RATA and questionnaire to the Director and considered his response; 

 reviewed the financial records of Xanterra, including financial reports, management accounts and other financial 

documents; 

 reviewed the books and records of Xanterra, including statutory documents and correspondence; 

 held discussions with the Director and various other parties regarding Xanterra’s affairs; and 

 conducted searches of publicly available information such as ASIC, the PPSR, Landgate and DoT, ATO and Court 

records. 
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The Administrators’ preliminary investigations indicate that: 

 Xanterra demonstrated signs of financial distress from its inception in September 2016, including undercapitalisation 

and an inability to pay supplier invoices as and when they fell due;   

 the Administrators preliminary view is that Xanterra was insolvent from at least 1 July 2018; 

 as a result of the above, the period over which an insolvent trading action could potentially be pursued and recovered 

by a Liquidator is circa $0.4 million (before directly attributable costs of realisation); and 

 further investigation will be required to specifically confirm the date of insolvency, the quantum of a relevant claim, 

and whether there is any potential recovery available from an insolvent trading claim.  However, the Administrators 

note that such an assessment will include consideration to (i) the costs to initiate any recovery actions against the 

Director, and (ii) the assets owned by the Director, if any, being made available to the Liquidator to meet any insolvent 

trading claim. 

A table summarising the matters investigated and whether the Administrators’ investigations indicate a recovery in 

liquidation may occur, is set out below: 

 

Should Xanterra be placed into liquidation, further detailed investigation of the above claims should be considered by the 

Liquidators including an assessment of statutory and other defences available to counterparties, the commerciality of 

incurring costs to recover (including pursuing litigation should that become necessary) and the financial capacity of 

counterparties to meet any successful claim. 

Whilst the Administrators have advanced preliminary investigations into the above matters, additional work is required to 

undertake the following: 

 finalise the review of the potential claim for insolvent trading (refer section 6.4); 

 finalise investigations regarding potential preference claims, albeit the Administrators have not identified any likely 

sustainable claims to date (refer section 6.5.1); 

 finalise investigations into director related transactions, albeit the Administrators have not identified any claims to date 

(refer section 6.5.4); and 

 undertake further investigations into the asset position of the Director and other related parties to meet any successful 

claim (refer section 6.6). 

Whilst further investigations would be required by the Liquidators in the event of a winding-up, in the Administrators’ 

opinion, sufficient meaningful information is available in this report to assist creditors in making a fully informed decision 

regarding Xanterra’s future and to allow the Administrators to form a recommendation on which of the outcomes available 

is in creditors’ best interest. 

Investigations summary

Note

Investigated by

Administrators

Liquidator

recovery identified

Future Liquidators'

investigations warranted

Date of Insolvency 6.3   

Insolvent Trading 6.4   

Voidable Transactions

Unfair Preference 6.5.1   

Uncommercial Transactions 6.5.2   

Unfair Loans 6.5.3   

Unreasonable Director Related Transactions 6.5.4   

Financial Capacity of Director & Related Parties 6.6  N/A 
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 Insolvency analysis 

The Act specifies that a company is solvent if, and only if, it is able to pay all of its debts as and when they fall due.  A 

company that is not solvent is insolvent. 

At the time of the Administrators’ appointment, Xanterra was insolvent in that it had insufficient cash resources available to 

meet its existing and ongoing debts.  

The Administrators have undertaken a preliminary review of the books and records of Xanterra to determine the point in 

time where the Company is considered likely to have become insolvent. This is an important factor for the Administrators 

and creditors to understand as the likely date of Xanterra’s insolvency will directly influence whether: 

 the offence of insolvent trading has been committed by the Director; 

 a claim for insolvent trading against the Director could be pursued by the Liquidators (if appointed) and the likely 

quantum of such a claim; 

 other potential insolvent or voidable transactions could be pursued by the Liquidators (if appointed); and 

 the prospect of potential liquidator claims that will be forgone should Xanterra execute a DOCA and avoid liquidation. 

Xanterra demonstrated signs of financial distress since inception in September 2016.  It is the Administrators preliminary 

view that Xanterra is likely to have been insolvent from at least 1 July 2018 (discussed in detail below), based on the 

following key factors: 

 Xanterra has reported year on year net liabilities.  Absent goodwill (with a carrying amount of circa $1.7 million), the 

net liability position was circa $2 million; 

 $0.25 million owed to the Company’s primary drug supplier API from the initial stocking of the business in September 

2016 has remained unpaid as at appointment, some two years post the supply of the stock.  Whilst ongoing monthly 

supplies were being paid for by Xanterra generally within terms, little or no headway was made with regard to 

reducing the historical debt owed to API;  

 Franchisor commitments totalling circa $0.1 million, including monthly fees, marketing and promotional costs have 

remained unpaid since inception of Xanterra in September 2016;  

 Xanterra’s current liability position became constant from 1 July 2018; and 

 Key trade creditors, including the landlord, API and other trade suppliers were up to three months in arrears as at the 

date of the appointment of the Administrators. 

Further details of the Administrators’ investigations follow.  
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 Indicators of insolvency 

Solvency is a matter of law to be determined in light of all of the relevant facts and circumstances.  Definitively 

determining a date of insolvency is complex and is often based on a number of factors, each of which may themselves be 

complex and require comprehensive consideration. 

Precisely determining the date on which Xanterra became insolvent will require detailed investigations and enquiries which 

cannot reasonably be undertaken by the Administrators in the time available.  Accordingly, the Administrators have 

undertaken financial analysis and considered various indicators of insolvency to determine the likely date (or period) in 

which Xanterra became insolvent. 

 Net current asset position 

Xanterra’s current assets, current liabilities and net current asset position since September 2016 (commencement of the 

P4L Armadale business) to the Administrators’ appointment is summarised in the chart below.  

 

 

 

 Xanterra reported a net current asset deficiency from 1 July 2018 to the appointment of the Administrators.     
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 Availability of liquidity facilities 

A summary of the fortnightly trading cash balance since September 2016 (commencement of the P4L Armadale business) 

to the Administrators’ appointment is summarised below:  

 

 Absent opening trading receipts in September 2016 and cash on hand in November 2016 following receipt of a leased 

premises fit-out contribution, Xanterra was at all times cash constrained, a position which deteriorated from 

January 2018. 

 From the commencement of calendar year 2018, bank account excesses (or over-drawing) became more prevalent 

despite Xanterra having no formal overdraft facility. 

 Profitability 

Xanterra’s revenue and net profit/(loss) from September 2016 (commencement of the P4L Armadale business) to the 

Administrators’ appointment is set out below: 

 

 During the period from September 2016 to December 2018, Xanterra traded at an average monthly net loss of circa 

$13,500.   
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 December 2016 revenue and the resultant net profit reported in management accounts is driven by a leased premises 

fit-out contribution of $375,000.  Absent the fit-out contribution, Xanterra traded at an average monthly trading loss 

of circa $27,400.     

 Xanterra’s monthly revenue deteriorated from March 2018 to the appointment of the Administrators.  

 Conduct by Creditors 

Collection and legal action by creditors are indicators of insolvency, as this activity supports an inability to meet debts as 

they fell due.  This conduct typically includes: 

 negotiating payment arrangements with suppliers; and/or 

 the receipt of payment reminders and/or demand notices from suppliers and creditors. 

Creditor arrears with key suppliers such as API, the P4L franchisor and the landlord occurred shortly after inception of the 

Xanterra business in September 2016.  However, it is noted that these suppliers remained supportive of Xanterra and did 

not actively pursue Xanterra to address the accumulating arrears until July 2018. 

Rent arrears accumulated from May 2018, with circa 3 months being outstanding as at the Administrators’ appointment.   

The landlord subsequently issued a payment demand on 2 November 2018.          

 Date of insolvency 

The Administrators consider Xanterra was likely insolvent from inception, but had (i) the support of key trade creditors not 

pursuing accumulating arrears, and (ii) some liquidity and equity funds available to maintain general creditor payments 

prior to 1 July 2018.  The Administrators consider Xanterra was likely insolvent from at least 1 July 2018, when (i) the 

Company’s net current asset deficiency and prolonged illiquidity had deteriorated beyond recovery, despite circa $0.3 

million of net cash injection following that date, and (ii) it became evident that a rent abatement would not be agreed with 

the landlord.  

The Administrators highlight that this view is preliminary, and if litigation were to be pursued in respect of insolvent 

trading (refer section 6.4) or the recovery of other insolvent transactions (refer section 6.5), further detailed investigations 

may be required to establish with more certainty the date on which Xanterra became insolvent. 

 Insolvent Trading 

Other than in case of fraud, the Director may only be pursued for insolvent trading if Xanterra is placed into liquidation at 

the Second Meeting. 

Accordingly, the potential recovery from insolvent trading is important if creditors are being asked to choose between a 

DOCA and liquidation.  As such, creditors have to assess the advantages to them of a DOCA (which excludes the proceeds 

from insolvent trading actions) compared to the likely return to them in liquidation (which could include the proceeds of 

any successful insolvent trading action). 

A liquidation also preserves the possibility of individual creditors taking action in their own right if the Liquidators do not 

commence an action (subject to the Liquidators’ consent or the leave of the Court). 

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 debts that are the subject of the 

claim; 

 the company was insolvent at that time the debts were incurred 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 subject of the claim was wholly or partly unsecured and the creditors to whom the debts are owed have 

suffered loss and damage. 
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 Likely respondent 

Nigel Rayney has been the director of Xanterra since its incorporation on 26 May 2016.  The Administrators have not 

identified any other parties that may be considered to have acted in the capacity of a shadow or defacto director of 

Xanterra.  

 Quantum of claim 

Quantification of an insolvent trading claim is a highly complex matter that is dependent on a number of factors.  Should 

an insolvent trading claim be pursued by the Liquidators (if appointed), detailed investigations would be required to 

precisely quantify any insolvent trading claim.  These investigations would include consideration of each and every debt 

outstanding on the Administrators’ appointment, to determine whether it was incurred whilst Xanterra was insolvent, or 

caused Xanterra to become insolvent. 

The Administrators’ have undertaken preliminary investigations into the possible quantum of an insolvent trading claim, 

based on a date of insolvency of 1 July 2018.  This analysis indicates that the quantum of an insolvent trading claim in 

respect of Xanterra may be in the vicinity of $0.4 million (before directly attributable costs of realisation).   

Additional detailed investigations are required to further substantiate this claim, including consideration of (i) whether any 

defences are available to the Director, and (ii) the financial capacity of the Director to resolve any insolvent trading claim 

that may be pursued by the Liquidators.   

 Defences 

There are various defences available to a director in relation to an insolvent trading claim.  In summary they are: 

 the director had reasonable grounds to suspect that the company was solvent; 

 the director had reasonable grounds to believe or did believe that a competent reliable person was responsible for 

providing adequate information on the company’s solvency and that person fulfilled the responsibility and 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; 

 the director was ill (and therefore did not take part in management of the company) at the time the debt was 

incurred; and 

 the directors took reasonable steps to prevent the debt being incurred. 

Based on the Administrators’ preliminary review of the affairs of Xanterra, the Administrators expect the Director would 

have difficulty in establishing any of these defences from 1 July 2018. 

 Other factors 

Prior to commencing any proceedings should a claim be identified in liquidation, further investigations would need to be 

undertaken in relation to the matters referred to above.  Those investigations will incur significant costs and the costs of 

any proceedings would also be material. 

Any potential insolvent trading claim must be considered in light of: 

 the availability of funding to pursue the litigation. Should funding not be available then litigation funding would be 

necessary, which would likely erode the net return from litigation.  In the absence of appropriate funding (whether 

litigation funding or otherwise), even the strongest claim could not be successfully prosecuted; 

 the costs of litigation, which in respect of insolvent trading actions, can be significant and erosive to the net return; 

 general litigation risk, whereby any matter heard by the Court is subject to a level of risk that the claim will not be 

established or that a defence will be sustained; 

 the time taken to further investigate and prosecute the action, which if defended would likely exceed 12 months; and 

 the financial capacity of the defendants to meet any successful judgement. 
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 Voidable transactions 

In the event that Xanterra is placed into liquidation at the Second Meeting, certain transactions that occurred at a time 

when Xanterra was insolvent (or caused Xanterra to become insolvent) and/or where the property of Xanterra was 

disposed of or dealt with inappropriately, may be recovered by the Liquidators under Part 5.7B of the Act. 

This may result in, among other things, a requirement for a third party to return property to Xanterra and thereby increase 

the assets available to the Liquidators and creditors.  These are known as voidable transactions. 

Corporations Regulation 5.3A.02 requires the Administrators to specify whether there are any transactions that appear to 

the Administrators to be potentially voidable transactions in respect of which money, property or other benefits may be 

recoverable by a liquidator under Part 5.7B of the Act. 

As with insolvent trading, this is a relevant consideration for creditors considering a DOCA as voidable transactions are 

only recoverable in liquidation.  Accordingly, creditors must assess the advantages to them of a DOCA (which does not 

include recoveries from voidable transactions) compared to the likely return to them in a liquidation (which could include 

recoveries from voidable transactions). 

Voidable transactions may include: 

 Unfair preference claims: transactions between Xanterra and its creditors, resulting in an unsecured creditor receiving a 

greater amount than it would have received in a winding up. These transactions must have occurred when Xanterra 

was insolvent or have caused Xanterra to become insolvent; 

 Uncommercial transactions: being transactions which a reasonable person in the place of Xanterra would not have 

entered into, taking into account the benefits and the detriment to Xanterra, the respective benefits to the other 

parties involved and any other related matters. These transactions must have occurred when Xanterra was insolvent or 

have caused Xanterra to become insolvent; 

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

made to Xanterra at any time prior to the Administrators’ appointment may potentially be overturned by the 

Liquidators, whether or not Xanterra was insolvent when the loan was entered into (or any time thereafter); and 

 Unreasonable director-related transactions: being transactions made to or on behalf or for the benefit of a Director, or 

a close associate, which a reasonable person in the place of Xanterra would not have entered into, taking into account 

the benefits and the detriment to Xanterra, the respective benefits to the other parties involved and any other related 

matters and whether or not Xanterra was insolvent when the transaction was entered into (or subsequently became 

insolvent). 

To the extent that information has been available, the Administrators have conducted preliminary investigations in order to 

identify potentially voidable transactions, which may increase the funds available to creditors of Xanterra in the event of 

liquidation. 

 Unfair preference claims 

Pursuant to section 588FE of the Act a transaction constitutes an unfair preference if: 

 Xanterra and the creditor are parties to the transaction;  

 the transaction results in the creditor receiving from Xanterra, in respect of an unsecured debt, more than the creditor 

would receive if the transaction were set aside and the creditor were to prove for the debt in a winding up; 

 the payment was made within six months prior to the winding up application being lodged for Xanterra (“Relation 

Back Period”), being 5 June 2018; 

 the transaction resulted in the creditor receiving, more than the creditor would have received in a winding up; and 

 the transaction is an insolvent transaction, having occurred at a time when Xanterra was insolvent or caused Xanterra 

to become insolvent.   

As noted at section 6.3, the period in which Xanterra is believed to have been insolvent is from 1 July 2018.  As a result, 

the Administrators have reviewed the full Relation Back Period to determine whether any potentially preferential 

transactions may be recoverable in the event that Xanterra is found to have been insolvent at an earlier date.   
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No unfair preference claims have been identified which the Administrators consider may be capable of being pursued by 

the Liquidators (if appointed) for the benefit of creditors. 

 Uncommercial transactions 

A liquidator is able to recover money or property associated with transactions entered into by a company where: 

 a reasonable person in the company’s circumstances would not have entered into the transaction having regard to the 

benefit and detriment of the transaction; 

 the company is insolvent or becomes insolvent because of the transaction; and 

 the transaction occurred within two years of the appointment of administrators, four years if the transaction was with 

a related party or ten years if the transaction was entered into to defeat creditors. 

No uncommercial transactions have been identified which the Administrators consider may be capable of being pursued 

by the Liquidators (if appointed) for the benefit of creditors. 

 Unfair loans 

Pursuant to section 588FD of the Act, a liquidator is able to treat an unfair loan as voidable.  A loan is considered unfair if: 

 the interest on the loan was or extortionate; or 

 the charges associated with the loan were/are extortionate. 

No unfair loans have been identified which the Administrators consider may be capable of being pursued by the 

Liquidators (if appointed) for the benefit of creditors. 

 Unreasonable Director related transactions 

Pursuant to section 588FDA of the Act a transaction is a voidable unreasonable director-related transaction where: 

 a transaction occurs between the company and a company director, or a close associate, for the benefit of a director 

or a director’s close associate; 

 a reasonable person in the company’s circumstances would not have entered into the transaction, having regard to 

the benefits and detriment to the company of entering the transaction; and 

 the transaction occurred within four years of the Administrators’ appointment. 

No unfair director related transactions have been identified which the Administrators consider may be capable of being 

pursued by the Liquidators (if appointed) for the benefit of creditors.    

 Recovery from company officers 

In order to determine the likelihood of recovery from the related parties in respect of outstanding loan accounts, and any 

claims regarding potential unreasonable director related transactions and insolvent trading, the Administrators have 

undertaken preliminary investigations into the financial capacity of the Director to meet any successful claim.  

 Real property investigations 

The Administrators have undertaken a search of the records held by Landgate and have identified the following real 

property ownership interests of the Director:  

Review of Director and related party land holdings 

Title Location Proprietors Mortgagee 

Lot 25  

CT 1668-900 

33 Hopetoun Street 

South Perth WA 6151  

Nigel Rayney 

Alicia Rayney Westpac 

The Administrators understand the above property comprises the Director and his wife’s home, and are unable to 

comment on the amount of equity (net of secured creditors), if any, that may be available from the above property.  

Notwithstanding this, the Administrators understand the property is security for borrowings advanced by Westpac in 

relation to both Xanterra and the related TWC Armadale business.   
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The Administrators also note the significant shortfall that Westpac will suffer in the Xanterra administration, which is 

secured by the above property.  Accordingly, any capacity of the Company Director to meet an insolvent trading claim 

would appear unlikely, but requires further investigation should Xanterra proceed into liquidation. 

 Funding to pursue insolvent trading, voidable transactions or company officers 

Any creditor with an interest in funding ongoing investigations and potential litigation in the liquidation of Xanterra should 

contact the Administrators/Liquidators at the earliest opportunity. 

 Breach of Director’s duties 

Sections 180 to 184 of the Act sets 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. 

Whilst no likely breaches of these duties have been identified by the Administrators to date, the Liquidators will give 

further consideration to the discharge of the Directors duties if Xanterra is placed into liquidation. 

  



 

 D14.2-190211-XANTPTY01-Administrators’ Report 33 

 Estimated return to creditors 

Set out in the table below is the Administrators’ estimate of the return to creditors in the event Xanterra is placed into 

liquidation at the Second Meeting: 

Estimated return to creditors       

$'000 Ref Low High 

Asset realisations       

Cash  4 4 

Pre-appointment debtors & refunds  105 105 

Inventory at settlement of BSA (less remaining valid claims)  215 215 

Plant & equipment  450 450 

Trading profit / (loss)  (134) (124) 

Related party loans  - 132 

Less: Costs of realisation   (40) (40) 

Less: Legal fees (actual for VA)  (86) (81) 

Less: Appointees' fees & disbursements (actual for VA – asset proceeds cap)  (365) (380) 

Available assets to secured creditor  149 281 

Secured creditors      

Westpac (excluding contingent claim)  (2,548) (2,417) 

Available assets to unsecured creditor  - - 

Estimated dividend to secured creditor (c/$)  0.06 0.12 

Liquidator recoveries    

Insolvent trading  - unknown 

Voidable transactions  - - 

Less: Legal fees (forecast for Liquidation)  - (5) 

Less: Appointees’ fees & disbursements (actual for VA above cap)  (31) (31) 

Less: Appointees’ fees & disbursements (forecast for Liquidation)  (75) (60) 

Available assets to unsecured creditors   (106) (96) 

Unsecured creditors      

Westpac deficiency on GSA carried down  (2,396)   (1,986)   

Statutory creditors  - - 

Trade creditors   (639) (608) 

Estimated unsecured creditor claims   (3,035) (2,594) 

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

 

The Administrators make the following comment regarding the estimated return to creditors in liquidation: 

 gross asset realisations are insufficient to repay the secured creditor in full (after costs); 

 the level of return to the secured creditor is dependent on recoverability of related party loans that would fall under 

the security of Westpac.  It is noted however, that the capacity of such related parties are likely to be significantly 

limited.  The high scenario assumes 50% recovery, the low scenario assumes a nil recovery; and 

 the level of return, if any, to unsecured creditors is dependent on the quantum of any successful liquidator recovery 

action.        
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 Estimated liquidation costs 

The estimated costs of realisation in Liquidation (including VA and Liquidation costs) are estimated to be $0.6 million (as 

summarised in the table below): 

Estimated realisation costs in liquidation     

$'000 Low High 

Appointees' fees & disbursements     

Voluntary Administrators' fees (actual) (381) (381) 

Voluntary Administrators’ fees (estimate) (15) (15) 

Voluntary Administrators' disbursements (1) (1) 

Liquidators' fees (70) (70) 

Liquidators' disbursements (5) (5) 

Total appointees' fees & disbursements (472) (472) 

Cost of realisation   

Voluntary Administrators' legal fees (actual) (86) (81) 

Liquidators' legal fees (estimate) - (5) 

Other realisation costs (40) (40) 

Total cost of realisation (126) (126) 

Total estimated realisation costs (598) (598) 

We make the following comments regarding the above costs: 

 All remuneration payable to the Administrators and Liquidators is subject to the approval of creditors at the Second 

Meeting (refer section 9).   

 The Administrators agreed with Westpac to cap their fees from the existing recovery of assets of Xanterra at $365,000 

(excluding GST), and will only be remunerated beyond this cap in the event related party loan accounts and/or 

liquidator recoveries are achieved.   

 The Administrators’ retrospective remuneration and prospective Liquidators’ remuneration is discussed in detail in the 

enclosed Remuneration Report, for creditors’ review and approval.       

 To date the Administrators have incurred legal fees of circa $78,000 (excluding GST) in respect of the following key 

matters: 

 preparation of documentation in relation to the validity and enforceability of Westpac’s GSA 

 legal review and advice in relation to supplier ROT claims, in particular the material API claim and related 

correspondence;  

 legal review and advice in respect of franchise and employee arrangements; 

 assistance in the sale of business campaign, such as preparation of and advice on the CA and BSA;  

 assistance with negotiation of the BSA with multiple parties, including the finally successful purchaser, 

Chemist Warehouse; and 

 preparation of documentation in relation to the indemnity granted to the Administrators by Westpac in 

relation to trading losses incurred in order to facilitate settlement of the BSA. 

 A provision for future general legal fees of circa $5,000 has been assumed in the high scenario in the event specific 

advice is required, noting additional legal fees have been assumed within ERVs of potential liquidator recoveries.  

 Other realisation costs include insurance, business sale advertisements and commissions, and other associated asset 

realisation costs.  
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 Alternative courses of action and the Administrators’ recommendations 

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.   

The matters requiring the Administrators’ opinion are: 

 whether it would be in the creditors’ interest for Xanterra to execute a DOCA, should one be proposed; or 

 whether it would be in the creditors’ interest for the administration to end with control of Xanterra reverting to the 

Director; or 

 whether it would be in the creditors’ interests for Xanterra to be wound up. 

In addition, creditors may resolve to adjourn the Second Meeting for up to 45 business days, however this is a temporary 

postponement only and not an ultimate outcome from Administration.  

For the reasons that follow and in the absence of a viable alternative, the Administrators recommend that Xanterra 

be wound up. 

 Administration to end 

Creditors may consider ending the administration and returning the control of Xanterra to the Director. Generally, such an 

outcome is only appropriate if Xanterra is found to be solvent or is otherwise restructured and returned to solvency whilst 

in Administration. 

As Xanterra is expected to remain insolvent, the Administrators do not recommend that the Administration end and control 

be returned to the Director. 

 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. 

As there is no DOCA proposal to provide to the creditors of Xanterra, this option is not available to creditors. 

 Xanterra be wound up 

Liquidation is generally recommended when no DOCA proposal has been received or where a DOCA proposal received 

does not provide for a better return to creditors, or is subject to unacceptable risks. 

The Administrators recommend that Xanterra be wound up in the absence of a viable alternative. 

 Adjournment of Second Meeting 

Although not an ultimate outcome that can be recommended, the Administrators do not consider that there is any benefit 

or utility in creditors adjourning the Second Meeting for an additional period as significant work to explore all possible 

outcomes has already been undertaken and all possibilities exhausted, and doing so is only likely to increase costs.  

  



 

 D14.2-190211-XANTPTY01-Administrators’ Report 36 

 Remuneration 

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

The remuneration of the Administrators will be considered at the meeting of creditors convened for 10 June 2019. 

Information on the creditors meeting and proposed remuneration is enclosed. 

 

Rob Kirman 

Joint and Several Voluntary Administrator 

 

Appendices: 

Appendix A: Administrators’ DIRRI 

Appendix B: Director’s ROCAP 

Appendix C: Remuneration Report 
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APPENDIX A:  Administrators’ DIRRI 
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Xanterra Pty Ltd (Administrators Appointed) in its own capacity and as trustee for the El Tovar Trust 
ACN 612 633 262 
(Xanterra) 

The Corporations Act and professional standards require the Practitioners appointed to an insolvent entity to make 
a declaration as to: 

 their independence generally; 

 relationships, including 

a) the circumstances of the appointment; 

b) any relationships with the company and others within the previous 24 months; 

c) any prior professional services for the company within the previous 24 months; 

d) that there are no other relationships to declare; and 

 any indemnities given, or up-front payments made, to the Practitioner. 

This declaration is made in respect of ourselves, our partners, the firm McGrathNicol, which for the purpose of this 
declaration includes the McGrathNicol Partnership, the McGrathNicol Advisory Partnership and McGrathNicol 
Services Pty Ltd. 

 

 Independence 

We, Robert Michael Kirman and Robert Conry Brauer of the firm McGrathNicol have undertaken a proper 
assessment of the risks to our independence prior to accepting the appointment as Administrators of Xanterra in 
accordance with the law and applicable professional standards.  This assessment identified no real or potential risks 
to our independence.  We are not aware of any reasons that would prevent us from accepting this appointment. 

 

 Declaration of Relationships 

 Circumstances of appointment 

Mr Kirman was contacted by Kelly Parker, a Partner of Murfett Legal, the legal advisor to the director of Xanterra, Mr 
Nigel Rayney, on 26 November 2018.  Mr Kirman met with Mr Rayney and Murfett Legal representatives on that 
same day to discuss Xanterra’s financial position, ongoing financial performance and a high level explanation of 
general turnaround and/or insolvency options available to Xanterra.  

Mr Kirman and a McGrathNicol staff member met again with Mr Rayney and his wife, and Murfett Legal 
representatives on 29 November 2018 to further discuss the financial position of Xanterra, together with an overview 
of the voluntary administration process, mechanics to initiate, and planning to stabilise the business should an 
appointment occur. 

Subsequently, Mr Kirman and a McGrathNicol staff member, Mr Rayney and his wife and representatives of Murfett 
Legal met with representatives of Westpac Banking Corporation Limited, Xanterra’s bankers, and their legal advisors, 
Norton Rose Fulbright, on 30 November 2018 to discuss and plan for a possible appointment of voluntary 
administrators to Xanterra. 

Declaration of Independence, Relevant Relationships and Indemnities (DIRRI) 

Version 2- Updated March 2019 
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The director of Xanterra subsequently resolved to appoint Rob Kirman and Rob Brauer as voluntary administrators 
of Xanterra on 4 December 2018. 

The referral of Mr Rayney to McGrathNicol by the company’s legal advisor, Ms Parker of Murfett Legal, does not 
result in a conflict of interest or duty because: 

 the introduction was unconditional; 

 no prior engagements have been undertaken by McGrathNicol in relation to Xanterra; 

 the communications were of limited scope; 

 there is no expectation or understanding between the Administrators and Xanterra regarding the conduct of the 
administration; and  

 introductions within a professional network are commonplace. 

Murfett Legal has referred a small number of matters to McGrathNicol in the past, all of which have been conducted 
on an entirely separate basis, which has no bearing on this appointment. 

We received no remuneration for attending any of these meetings or for providing advice about insolvency options.  

In our opinion, these meetings do not affect our independence for the following reasons: 

 The discussions were of limited scope being confined to factual matters including: 

– understanding the financial position of Xanterra; 

– explaining the insolvency options available to Xanterra; and 

– planning for an appointment to ensure stability should an appointment occur. 

 It is recognised by the Courts and the ARITA Code of Professional Practice that pre-appointment advice on the 
insolvency process and available options is necessary and does not amount to an impediment to accepting an 
appointment.  The nature of the advice provided, because of its limited scope and planning focus, was such 
that it would not be subject to review and challenge during the course of the administration.  Nor would the 
advice influence our ability to be able to fully comply with the statutory and fiduciary obligations associated 
with the administration in an objective and impartial manner.   

We have provided no other information or advice to Xanterra and the director prior to our appointment beyond 
that outlined in this DIRRI. 

 Relevant Relationships (excluding professional services to the Insolvent) 

We or a member of our firm, have or have had within the preceding 24 months, a relationship with: 

 

Name Nature of relationship Reasons  

Westpac Banking 
Corporation Limited 
(Westpac)  

 

 

 

 

Westpac holds a charge on the 
whole or substantially the 
whole of the property of 
Xanterra. 
 
McGrathNicol undertakes 
corporate recovery and 
advisory work from time to 

We believe this relationship does not result in a 
conflict of interest or duty because: 
 
Each professional engagement undertaken for 
Westpac in relation to a particular entity or group 
of entities is conducted on an entirely separate 
basis which has no bearing on this appointment. 
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Name Nature of relationship Reasons  

 

 

 

time on instructions from 
Westpac. 

 

 

These engagements are only commenced after full 
regard is given to potential conflicts of interest in 
relation to all interested stakeholders. 
 
McGrathNicol has not undertaken an engagement 
for Westpac in respect of the Xanterra.  Given 
these factors, our independence in acting as 
voluntary administrators of Xanterra has not been 
affected.   

 

  Prior professional services to the Insolvent 

Neither we, nor our firm, have provided any professional services to Xanterra, in the previous 24 months. 

 

 No other relevant relationships to disclose 

There are no other known relevant relationships, including personal, business and professional relationships, from 
the previous 24 months with Xanterra, an associate of Xanterra, a former insolvency practitioner appointed to 
Xanterra or any person or entity that has security over the whole or substantially the whole of Xanterra’s property 
that should be disclosed. 

 

 Indemnities and Up-front Payments 

We have been provided with the following indemnity for trading expenses incurred in the conduct of the 
Administration: 

 

Name Nature of relationship Reasons  

Westpac Banking 
Corporation Limited 
(Westpac)  

 

 

 

 

 

 

 

Westpac holds a charge on the 
whole or substantially the 
whole of the property of 
Xanterra. 

 

 

Westpac has agreed to provide a limited indemnity 
capped at the amount of $50,000 (to be used for 
the purposes described below) to the 
Administrators to cover expenses associated with 
the ongoing trading of the Xanterra business 
whilst a sale of the business is being pursued.  
 
As Xanterra in Administration is largely unfunded, 
the indemnity has been provided to assist with 
funding the ongoing costs of trading the business 
whilst the business sale agreement is sought to be 
negotiated, finalised and completed. The indemnity 
extends to meet the costs of trading and selling of 
the business in the event an eventual sale 
transaction does not complete. We may claim on 
the indemnity only to the extent that the 
Administrators’ statutory indemnity in respect of 
the Company’s assets is insufficient. Funds 
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Name Nature of relationship Reasons  
available under the indemnity may only be applied 
to discharge costs and expenses incurred in 
trading and attempting to sell the business and do 
not extend to meet our remuneration. The limited 
scope indemnity is otherwise unconditional.  

This does not include statutory indemnities.  We have not received any other indemnities or upfront payments that 
should be disclosed.   

 

Dated: 8 March 2019 

 

 
...........................................................................   .............................................................................. 
Robert Michael Kirman     Robert Conry Brauer 
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APPENDIX B:  Director’s ROCAP 
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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 Xanterra. 

The report has the following information:  

 

 Declaration ........................................................................................................................................................................................................................ 2 

 Executive Summary ....................................................................................................................................................................................................... 2 

 Remuneration................................................................................................................................................................................................................... 2 

 Retrospective remuneration...................................................................................................................................................................................... 2 

 Prospective remuneration ....................................................................................................................................................................................... 10 

 Total remuneration reconciliation ....................................................................................................................................................................... 16 

 Likely impact on dividends .................................................................................................................................................................................... 16 

 Remuneration recovered from external sources ......................................................................................................................................... 17 

 Disbursements .............................................................................................................................................................................................................. 17 

 External disbursements ............................................................................................................................................................................................ 17 

 Internal disbursements ............................................................................................................................................................................................. 17 

 Summary of receipts and payments.................................................................................................................................................................. 19 

 Queries ............................................................................................................................................................................................................................. 19 

Schedule A – Summary of receipts and payments ....................................................................................................................................................... 20 
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 Declaration 

We, Rob Brauer and Rob Kirman of McGrathNicol, have undertaken a proper assessment of this remuneration claim 

for our appointment as Administrators of Xanterra in accordance with the law and applicable professional standards.  

We are satisfied that the remuneration claimed is in respect of necessary work, properly performed, or to be properly 

performed, in the conduct of this matter. 

 Executive Summary 

To date, no remuneration or internal disbursements have been approved and paid in this administration. This 

remuneration approval report details approvals sought for the following remuneration and internal disbursement 

(with a profit element): 

 

Approvals sought Report Reference Amount (ex GST) 

Remuneration   

Voluntary Administration   

Retrospective 3.1 $381,030.70 

Prospective* 3.2 $15,000.00 

Total – Voluntary Administration  $396,030.70 

Liquidation   

Prospective* 3.2 $70,000.00 

Total – Liquidation  $70,000.00 

Total remuneration  $466,030.70 

Internal disbursements (with a profit element)   

Prospective* 4.2.2 $5,000 

Total internal disbursements (with a profit element)  $5,000 

* Approval sought for future remuneration and internal disbursements (with a profit element) is based on an 

estimate of the work necessary to the completion of the External Administration.  Should additional work be 

necessary beyond what is contemplated, further approval may be sought from creditors.  

Please refer to the report section references detailed in the above table for full details of the calculation and 

composition of the remuneration and internal disbursements for which approval is sought. 

 

 Remuneration 

 Retrospective remuneration 

We will request that the following resolution be passed to approve our retrospective remuneration.  Details to 

support these resolution are included further below. 

Retrospective remuneration resolution Appointment Type Amount (ex GST) 

Resolution 1: 4 December 2018 – 17 May 2019 Voluntary 

Administration 
$381,030.70 

Total retrospective remuneration resolution  $381,030.70 

Resolution 1: from 4 December 2018 to 17 May 2019 

“That the remuneration of the Administrators for the period 4 December 2018 to 17 May 2019, calculated at hourly 

rates as detailed in the Initial Remuneration Notice dated 7 December 2018, is determined in the sum of $381,030.70, 

exclusive of GST.” 
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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 table overleaf sets out the time charged to each major task area by staff members working on the Voluntary 

Administration for the period 4 December 2018 to 17 May 2019, which is the basis of Resolution 1.  More detailed 

descriptions of the tasks performed within each task area, matching the amounts overleaf, are contained following.
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Resolution 1: from 4 December 2018 to 17 May 2019 

 

 

 

 

 

Position Employee

$/hour (ex 

GST)

Total 

actual 

hours Total $ Hours Total ($) Hours Total ($) Hours Total ($) Hours Total ($) Hours Total ($)

Partner Rob Kirman 585 61.3        35,860.50 9.3         5,464.46   11.1        6,522.39   1.9         1,095.50   14.0        8,200.28   24.9        14,578     

Partner Rob Brauer 585 2.0         1,170.00 -         -         2.0         1,170.00   -         -            -         -         -         -         

Director Professional Practice Employee A 536 1.0         536.00 -         -         -         -            -         -            1.0         536.00     -         -         

Senior Manager Employee B 450 326.6      146,970.00 127.0      57,150.00 58.3        26,235.00 11.1        4,995.00   59.8        26,910.00 70.4        31,680     

Assistant Manager Employee C 387 369.6      143,035.20 22.8        8,823.60   73.6        28,483.20 1.8         696.60     32.2        12,461.40 239.2      92,570     

Senior Accountant Employee D 356 15.9        5,660.40 -         -         -         -            -         -            15.9        5,660.40   -         -         

Accountant Employee E 293 1.9         556.70 -         -         -         -            -         -            1.4         410.20     0.5         147        

Undergraduate Accountant 1 Employee F 171 253.7      43,382.70 2.2         376.20     63.8        10,909.80 1.3         222.30     91.0        15,561.00 95.4        16,313     

Treasury Staff Various 144 26.8        3,859.20 -         -         -         -            -         -            26.8        3,859.20   -         -         

Total (exc GST) 1,058.8    381,030.70 161.3      71,814.26 208.8      73,320.39 16.1        7,009.40 242.1      73,598.48 430.4      155,288.18

Average hourly rate (excl GST) 359.87 445.11 351.07 436.11 303.98 360.78

Task Area

Assets Creditors Investigations
Administration / 

Statutory
Trading
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The below table sets out a detailed description of work undertaken on the Voluntary Administration for the period 

4 December 2018 to 17 May 2019, which is the basis of Resolution 1. 

Resolution 1: from 4 December 2018 to 17 May 2019 

Task Area General Description Includes  

Assets 

161.3 hours 

$71,814.26 

Monies Secure bank accounts and cash on hand 

Sale of Business as a Going 

Concern  

Preparing an urgent expressions of interest 

advertisement and due diligence information 

Engagement of specialist industry sale 

agents 

Prepare information memorandum in 

conjunction with sale agents 

Liaise with interested parties and sale agents 

throughout sale campaign  

Liaising with the Director regarding options 

to recapitalise the business via  DOCA 

Internal meetings to discuss sale campaign 

and progress 

Discuss, review and negotiate offers received 

from multiple parties 

Liaise with landlord in relation to negotiation 

of new lease arrangements with NBO parties 

Prepare and negotiate BSA documentation in 

relation to multiple NBO parties and liaise 

with legal representatives in relation to 

same. 

Planning, preparation and effectuation of 

settlement of the BSA, and associated 

communications with the end purchaser and 

legal representatives 

Communications with relevant pharmacy 

authorities and government departments in 

respect of the sale of business and transfer 

of relevant licences and accreditations 

Deal with and finalise post settlement 

matters and adjustments  

Plant and Equipment Review asset listings, and inspecting and 

securing plant and equipment 

Liaise with valuers, the Director and 

interested parties in relation to the contents 

of ownership plant and equipment  

Contingency planning in relation to plant 

and equipment realisation in the event a 

going concern sale of the Xanterra business 

was not achievable 

Assets subject to specific 

charges and security 

interests 

PPS register review and identification of 

associated assets 

Correspondence with relevant third parties, 

and dealing with security interests in BSA 

documentation and/or collection of assets, 

as necessary 
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Task Area General Description Includes  

Debtors Discussions with Management to understand 

nature of debtor claims  

Reviewing and assessing debtors’ ledgers, 

and accounting for collections post 

appointment 

Stock Conduct and review stock takes 

Review stock reports on appointment and at 

regular intervals throughout the 

appointment 

Liaise with Management in relation to stock 

management and composition 

Liaise with the purchaser of the business in 

relation to transferring and excluded stock at 

settlement of the BSA 

Account for stock realisations pursuant to 

the BSA and in the ordinary course of 

trading, including in respective of security 

interests 

Other Assets Realise other assets as required, including 

completion and collection of pre-

appointment BAS refund(s) 

Leasing Review landlord lease documents, meet with 

and correspond with the premises landlord 

on a regular basis in relation to ongoing 

trading and the realisation of the business as 

a going concern 

Liaise with franchisor in relation to ongoing 

trading and franchise costs  

Disclaim premises lease and effect 

termination of the franchise agreement 

Creditors 

208.8 hours 

$73,320.39 

Creditor Enquiries, Requests 

& Directions 

Receive and respond to creditor enquiries 

Maintain creditor request log 

Prepare initial correspondence to creditors 

and their representatives, together with 

specific communications including extensions 

of the convening period and in relation to 

update of the DIRRI 

Consider reasonableness of creditor requests, 

and respond accordingly 
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Task Area General Description Includes  

Retention of Title (ROT) 

Claims 

Notify PMSI creditors identified from PPSR 

register of the appointment 

Receive initial notifications of creditors’ 

intention to claim 

Review and adjudicate ROT claims, and liaise 

with legal representative in relation to same 

Correspond with ROT claimants in relation to 

the content of claims, relevant stock on hand 

at appointment and ongoing trading of the 

Xanterra business 

Extensive correspondence on a regular basis 

with stock suppliers in relation to ROT claims 

and stock realised by the Administrators in 

the ordinary course of business throughout 

the VA period  

Regular analysis on stock reporting 

information and tracking of specific stock 

realisations 

Liaise with ROT creditors in relation to the 

settlement of claims and release of security 

interests prior to settlement of the BSA 

Make payment in relation to valid security 

interests   

Secured creditor reporting  Review of security interests, confirmation of 

validity, and notify PPSR registered creditors 

accordingly 

Prepare regular updates to secured creditor, 

including estimated outcome statements, 

and attend meetings as necessary 

Regular correspondence in relation to pre-

appointment bank account sweeps 

Specific communication and documentation 

of indemnity for trading liabilities due to 

protracted sale negotiations 

Respond to secured creditor’s queries, as 

required 

Creditor reports  Administrators initial update to creditors 

ahead of the First Meeting 

Creditor circulars in respect of extensions of 

the convening period and update of the 

DIRRI in accordance with relevant legislation 

Preparation of the Administrator’s Report to 

Creditors and associated Remuneration 

Report  

Deal with proofs of debt 

(POD) 

Receive PODs from claimants 

Liaising with claimants in relation to their 

PODs and supporting documentation 
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Task Area General Description Includes  

Meeting of Creditors  Prepare and send meeting notices, 

forwarding to all known creditors 

Advertise notice of meetings 

Prepare meeting file in relation to the first 

and second creditors; meetings 

Prepare and lodge minutes of the First 

Meeting with the Australian Securities and 

Investments Commission (ASIC) 

Respond to stakeholder queries and 

questions following the meeting 

Preparation and conduct of First meeting of 

creditors, and preparation for second 

meeting of creditors 

Trade On 

430.4 hours 

$155,288.18 

Trade On Management Liaise with suppliers in relation to ongoing 

supply as required 

Establish post appointment terms of supply 

with existing and new suppliers as required, 

including agreeing supply term 

documentation for the administration period 

Document and enter into a Services 

Agreement with Kaden in relation to 

ongoing trading and utilisation of Kaden 

employees 

Liaising with management and staff on daily 

basis in relation ongoing trading 

Attend site and meet with management on a 

regular basis throughout the Administration 

period  

Implementation of purchase order 

arrangement, and review and authorisation 

of purchase orders on a daily basis 

Maintaining and reviewing purchase order 

register 

Prepare and authorise receipt and payment 

vouchers, in relation to the accounting for 

trading results 

Liaise with Kaden in relation to the review 

and payment of wages and associated 

employee entitlements 

Liaise with Kaden regarding payroll tax 

liabilities  

Liaise with multiple third parties on a daily 

and/or weekly basis, including suppliers, 

landlord, franchisor, regulatory bodies, etc. in 

relation to the trading of the Xanterra 

business 

Prepare correspondence and address Kaden 

staff in relation to ongoing arrangements, 

sale of business processes and to respond to 

queries 
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Task Area General Description Includes  

Process receipts and 

payments 

Enter receipts and payments into accounting 

system 

Review and reconcile GST applicable to PBS 

revenue 

Authorisation of payments within EFT 

platform 

Prepare budgets and 

financial reports 

Preparation and monitoring of profit and 

loss, and cash flow budget/forecast 

Preparing financial analysis, including trading 

profit or loss statement, trading position 

statement and outcome statement 

Evaluating trading position on a regular basis 

and assessing ability to continue to trade 

noting an extended sale of business process 

Discussions with Management regarding 

trading position and further actions 

Investigation 

16.1 hours 

$7,009.40 

Conduct investigations Send initial request to directors for Report 

on Company Activities & Property (ROCAP) 

Obtain and review company books and 

records 

Conducting and summarising statutory 

searches 

Prepare comparative financial statements 

and reconciliation of management accounts 

Preliminary investigations including 

assessment of date of insolvency and 

potential quantum of claim 

Review specific transactions and liaise with 

directors and external accountants regarding 

the basis of certain transactions 

Preparation of investigation file in relation to 

potential liquidator recoveries 

Obtain legal review of potential preference 

claim 

Administration 

242.1 hours 

$73,598.48 

Document maintenance/file 

review/checklist 

Conduct first month file reviews  

Maintain physical and electronic engagement 

file 

Update and maintain checklists as necessary 

Document Administration decision making 

an milestone achievement as necessary 

Insurance Identify potential issues requiring attention 

of insurance specialists 

Correspond with insurer regarding initial and 

ongoing insurance requirements 

Review insurance policies, and maintain and 

cancel as necessary 

Correspond with previous brokers as 

necessary 
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Task Area General Description Includes  

Bank account 

administration 

Prepare correspondence to open 

Administration trading account 

Requesting pre-appointment bank 

statements 

Perform bank account reconciliations 

Correspond with bank regarding specific 

transfers and account sweeps 

ASIC forms Prepare and lodge ASIC forms in relation to 

(i) the appointment of the Administrators to 

Xanterra, (ii) the first meeting of creditors, 

and (iii) the director’s ROCAP 

Correspond with ASIC regarding statutory 

forms 

ATO and other statutory 

reporting 

Notification of appointment and set-up of 

post appointment reporting arrangements 

with the ATO and other statutory authorities 

Preparation and issue of FOI request of ATO 

Preparation of BAS, both pre-appointment 

and post-appointment 

Planning/Review Discuss status of external administration on a 

regular basis 

Team meeting in relation to task checklists, 

and statutory requirements 

Books and records / 

storage 

Obtain and deal with company records, and 

liaise with management and external 

accountants in relation to same 

Manage and store relevant company 

information required for trading and/or 

investigation purposes 

 

 Prospective remuneration 

We will request that the following resolution be passed to approve our prospective remuneration.  Details to support 

these resolution are included further below. 

 

Prospective remuneration resolutions Appointment Type Amount (ex GST) 

Resolution 2: 18 May 2019 – 9 June 2019 Voluntary 

Administration 
$15,000 

Resolution 3 : 10 June 2019 – completion Liquidation $70,000 

Total Prospective remuneration resolutions  $85,000 

 

Resolution 2: from 18 May 2019 to 9 June 2019 

“That the future remuneration of the Administrators from 18 May 2019 to 9 June 2019 to completion 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 December 2018, up to a capped amount of $15,000 

exclusive of GST.” 
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We will withdraw funds from the administration account in respect of the Administrators’ remuneration progressively 

over time as funds become available and only once it is incurred.  If actual costs incurred are below the capped 

amount, the Administrators are only authorised to draw the amount incurred.  If actual costs incurred exceed the 

amount approved, the Administrators will seek further approval from creditors.” 

The below table sets out the expected costs and a detailed description of the work by task area to be undertaken 

on the Voluntary Administration for the period 18 May 2019 to 9 June 2019, which is the basis of Resolution 2. 

 

Task Area General Description Includes  

Creditors 

$5,000 

Creditor Enquiries, Requests 

& Directions 

Receive and respond to creditor enquiries in 

the lead up to the Second Meeting 

Consider of creditor requests and compile 

information and respond as necessary 

Secured creditor reporting  Ongoing reports to secured creditor  

Respond to secured creditor’s queries 

Distribution of net BSA proceeds and 

reporting against estimate outcome 

statement 

Creditor reports  Finalisation and issue of Administrator’s 

Report to Creditors, and Remuneration 

Report prior to second creditors’ meeting 

Field enquiries in relation to the Creditor 

Report and meeting participation 

Deal with proofs of debt 

(POD) 

Receive and review PODs and supporting 

documentation from claimants, and any 

related correspondence 

Receive and review Proxy forms from 

creditors, as required 

Meeting of Creditors  Finalise and issue meeting notices in relation 

to the Second Meeting 

Advertise notice of meeting 

Prepare meeting file 

Convene and hold Second Meeting of 

creditors  

Prepare and lodge minutes of meeting(s) 

with Australian Securities and Investments 

Commission (ASIC) 

Respond to stakeholder queries and 

questions following the meeting 

Trade On 

$3,000 

Trade On Management Liaise with purchaser in relation final 

administration period debtor collections 

Finalisation of supplier trading accounts, 

including reconciliation of purchase orders 

and final invoices 

correspondence with suppliers and other 

trade on stakeholders in relation to finalising 

trading accounts  

Process Receipts and 

Payments 

Enter receipts and payments into accounting 

system 

Authorisation of payments within EFT 

platform 
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Task Area General Description Includes  

Investigation 

$4,000 

Conduct investigations Finalise preliminary investigations, including 

in relation to insolvent trading and voidable 

transaction, for inclusion in Report to 

Creditors 

Liaise with director and external accountant 

regarding certain transactions and loan 

accounts 

Reconcile management accounts with 

statutory accounts and bank statements as 

necessary 

Administration 

$3,000 

Document maintenance/file 

review/checklist 

Maintain physical and electronic engagement 

file 

Finalise Administration file for transition to 

liquidation 

Bank account 

administration 

Finalise bank account reconciliations for 

voluntary administration 

Correspond with bank regarding specific 

transfers and sweeps 

ASIC forms Prepare and lodge ASIC forms in relation to 

the administration period 

ATO and other statutory 

reporting 

Prepare and finalise BAS for voluntary 

administration period and account for 

refunds/payments as necessary 

Finalisation Notify ATO of ceasing to act 

Cancel ABN/GST/PAYG registration 

Complete administration checklists 

Planning/Review Discuss status of external administration and 

transition to liquidation 

Books and records / 

storage 

Deal with records in storage for further 

investigation purposes  

Total 

$15,000 

 

Resolution 3: from 10 June 2019 to completion 

“That the future remuneration of the Liquidators from 10 June 2019 to completion is determined at a sum equal to 

the cost of time spent by the Liquidators and their partners and staff, calculated at the hourly rates as detailed in 

the Initial Remuneration Notice dated 7 December 2018, up to a capped amount of $70,000 exclusive of GST.” 

We will withdraw funds from the administration account in respect of the Liquidators’ remuneration progressively 

over time as funds become available and only once it is incurred.  If actual costs incurred are below the capped 

amount, the Liquidators are only authorised to draw the amount incurred.  If actual costs incurred exceed the 

amount approved, the Liquidators will seek further approval from creditors. 

The below table sets out the expected costs and a detailed description of the work by task area to be undertaken 

on the Liquidation for the period 10 June 2019 to completion, which is the basis of Resolution 3. 
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Resolution 3: from 10 June 2019 to completion 

Task Area General Description Includes  

Creditors 

$20,000 

Creditor Enquiries, Requests 

& Directions 

Receive and respond to creditor enquiries 

Maintain creditor request log 

Consider reasonableness of creditor requests, 

and respond accordingly 

Secured creditor reporting  Ongoing reports to secured creditor in 

relation to return on its security and 

finalisation of security outcome 

Respond to secured creditor’s queries as 

necessary 

Creditor reports  Preparation of Statutory Report by Liquidator 

within three months of appointment  

Other general reports to creditors as 

necessary in order to further investigations 

and/or in relation to creditor meetings as 

necessary 

Deal with proofs of debt 

(POD) 

Receive PODs from claimants  

Receipting and filing POD, as required post 

second creditors’ meeting 

Corresponding with statutory authorities, as 

required 

Meeting of Creditors  Prepare and lodge minutes of meeting with 

Australian Securities and Investments 

Commission (ASIC) 

Respond to stakeholder queries and 

questions following the meetings, as and 

when necessary 

Proposals to Creditors  Prepare proposal notices and voting forms, 

and forward to all known creditors, as 

necessary throughout the liquidation 

Review votes and determine outcome of 

proposal, and prepare and lodge proposal 

outcomes with ASIC 

Trade On 

$3,000 

Unwinding trading position Liaise with suppliers to issue final invoices 

for payment, and reconciliation thereof 

Review, enter into accounting system, and 

payment of final invoices 

Finalisation of all trading matters 
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Task Area General Description Includes  

Investigation 

$27,000 

Conduct investigations Finalise review of financial statements 

company’s books and records in relation to 

related party loans 

Finalise review of potential liquidator 

recoveries, including date of insolvency, 

quantum of potential insolvent trading claim, 

and unfair preferences 

Finalise Liquidators’ investigation file 

generally 

Pursue liquidator recovery actions (where 

applicable and commercial to do so) 

Preparation of supporting information in 

preparation of report to ASIC on Liquidators’ 

investigations 

 Litigation/Recoveries Prepare brief to lawyers in the event 

Liquidator recoveries warrant further action 

on a commercial basis 

Liaise with lawyers regarding recovery 

actions 

Attend Court hearings and settlement 

matters, if applicable 

Administration 

$20,000 

ASIC reporting  Prepare and lodge investigative report to 

ASIC under s533 of the Corporations Act 

2001  

Liaise with ASIC regarding various liquidator 

lodgements and statutory timeframes 

Document maintenance/file 

review/checklist 

Conduct six monthly file reviews  

Maintain physical and electronic engagement 

file 

Update checklists 

Insurance Correspond with insurer regarding 

finalisation of policies and any related 

refunds 

Bank account 

administration 

Prepare correspondence to open and close 

accounts as necessary 

Request bank statements and perform 

regular bank account reconciliations 

ASIC forms Prepare and lodge ASIC forms as required 

throughout the Liquidation 

Correspond with ASIC regarding statutory 

forms and timeframes 

ATO and other statutory 

reporting 

Notify of transition of appointment to 

liquidation 

Prepare BAS’ periodically for the duration of 

the Liquidation 

Planning/Review 

 

Internal discussions regarding the status of 

the liquidation until completion 

Books and records / 

storage 

Preserve and deal with company records  



 D14.2-190530-XANTPTY01-Remuneration Report-MK 15 

Task Area General Description Includes  

Finalisation Notify ATO of ceasing to act 

Cancel ABN/GST/PAYG registration 

Complete checklists and relevant finalisation 

tasks 

Total 

$70,000 
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 Total remuneration reconciliation 

At this point in time we estimate that the total remuneration for the Voluntary Administration and Liquidation will 

be $466,030.70 (GST exclusive), as shown in the table below.  This is subject to the following variables, which may 

have a significant effect on this estimate and that we are unable to determine as yet: 

 Protracted dealings with suppliers and other stakeholders in relation to the finalisation of trading matters; 

 Further investigations reveal currently unforeseen liquidator recoveries that require additional and complex 

investigations; and 

 Protracted legal proceedings with regard to loan account and/or other liquidator recoveries. 

 

Remuneration type 
 

Amount (ex 

GST) 

Amount (ex 

GST) 

Current remuneration approval being sought:   

Retrospective remuneration approval (refer to section 3.1) $381,030.70  

Retrospective remuneration approval (refer to section 3.1) $15,000 $396,030.70 

Prospective remuneration approval (refer to section 3.2) $70,000 $70,000 

Estimated total remuneration  $466,030.70 

 

This differs to the estimate provided in our Initial Remuneration Notice dated 7 December 2018, which estimated 

remuneration of $100,000 to $125,000 (excluding GST), for reasons that include the following: 

 The initial remuneration estimate assumed no requirement for the extension of the statutory voluntary 

administration period; 

 Extension of the voluntary administration period on two occasions requiring court applications in order to: 

 extend the going concern business campaign through the 2018/2019 Christmas and New Year 

period; and  

 negotiate, secure and complete a going concern business sale of the Xanterra Business; 

 Overall voluntary administration trading period of approximately six months (as opposed to one);  

 Preparation and negotiation of BSA documentation for the sale of the Xanterra Business with three potential 

purchasers (including the final purchaser) as a result of the transaction being dependent on agreement and 

establishment of a new lease with landlord of the trading premises; 

 Protracted and complex negotiations in relation to ROT and PPSR security interests; and 

 Additional reporting and statutory requirements by virtue of the extension of the Administration period and 

extended trading requirements. 

We have provided an explanation of the tasks that remain to be completed, including our estimated costs to 

complete those tasks, to support our current remuneration approval request, at section 3.2 of this report. 

 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.   
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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 Liquidation, there is also necessary work that 

must be undertaken by the external administrator to properly adjudicate on claims and distribute any available 

funds. 

 Remuneration recovered from external sources  

The Administrators have not recovered any remuneration from external sources or received any indemnities or up-

front payments. 

 Disbursements 

Disbursements are paid for by McGrathNicol and are recovered from the Voluntary Administration bank account. 

Disbursements are divided into two types: 

 External disbursements- these are recovered at cost.  Examples are travel, accommodation, postage, 

advertising, couriers and search fees. 

 Internal disbursements – these disbursements are charged at a rate which recoups both fixed and variable 

costs and may include an element of profit or advantage to the External Administrator or a related party 

of the External Administrator.  Examples are printing and data storage.  The recovery of these costs must 

be on a reasonable commercial basis.  Details of the basis of recovery of each of these costs is discussed 

below. 

We have undertaken a proper assessment of disbursements claimed for the Voluntary Administration, in accordance 

with the law and applicable professional standards.  We are satisfied that the disbursements claimed are necessary 

and proper. 

 External disbursements  

External disbursements are recovered at cost.  Creditors are not required to approve these types of disbursements, 

but details are provided to account to creditors, including the basis of charging for these types of disbursements.  

Creditors are entitled to question the incurring of the disbursements and can challenge the disbursements in Court. 

The following external disbursements have been paid by McGrathNicol and relate to the Voluntary Administration.  

These amounts will be reimbursed to McGrathNicol at cost from the Voluntary Administration bank account: 

 

External disbursements at cost for the period 4 December 2018 to 17 May 

2019 

Amount ($)  

(GST exclusive) 

Staff vehicle use and local travel expenses ($0.68 per km)** $1,132.79 

Total $1,132.79 

* Payable when partners or staff are required for business purposes to stay away from their usual place of residence 

overnight. 

** These rates are deemed reasonable by the Australian Taxation Office. 

*** This levy is charged by ASIC and is based on the number of notifiable events in a financial year directly related 

to this Voluntary Administration.  Notifiable events include notices published on ASIC’s published notices website 

and some documents lodged with ASIC. 

 

 Internal disbursements  

Internal disbursements may have an element of profit or advantage to the External Administrator or a related party 

of the External Administrator.  Creditors are required to approve these types of disbursements.  

 Retrospective internal disbursements with an element of profit or advantage  

The Administrators have not charged any internal disbursements for the period 4 December 2018 to 17 May 2019. 
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 Future internal disbursements that may have an element of profit or advantage 

 

Prospective internal disbursement resolution(s) Appointment Type Amount (ex GST) 

Resolution 4 : 4 June 2019 – completion Liquidation $5,000 

Total prospective internal disbursement resolution  $5,000 

 

Resolution 4: from 4 June 2019 to completion 

“That the future internal disbursements (that may have an element of profit or advantage to a related party) of 

the Liquidators from 4 June 2019 to completion calculated at the rates as detailed in the Initial Remuneration 

Notice dated 7 December 2018, are approved up to a capped amount of $5,000.00, exclusive of GST.” 

We will withdraw funds from the administration account in respect of the Liquidators’ future internal disbursements 

progressively over time as funds become available and only once they are incurred. 

Future disbursements provided by McGrathNicol will be charged to the external administration on the following 

basis: 

 

Disbursement type 
Rate 

(GST exclusive) 

External disbursements 

 Postage At cost 

 Stationery and other incidental disbursements At cost 

 Telephony – conference calls At cost 

 Searches At cost 

 Advertising At cost 

 Courier At cost 

 Staff per diem travel allowance* $89.00 per day** 

 Staff vehicle use $0.68 per km** 

 ASIC user pays levy At cost 

Internal disbursements (that may have an element of profit or advantage) 

 Data hosting – data loading & processing fee $50-$100 per gigabyte (GB)*** 

 Data hosting – monthly hosting fee (for matters where 
data is required to be hosted online for more than 1 
month) 

Standard monthly hosting fee of $2,000 

per month (for up to 500GB of 

information loaded) plus $2,000 per 

month for every additional 500GB block 

over and above 500GB 

 Printing – black and white   $0.09 per page 

 Printing – Colour  $0.28 per page 

* Payable when partners or staff are required for business purposes to stay away from their usual place of residence 

overnight. 

** These rates are deemed reasonable by the Australian Taxation Office. 

*** Depending on volume of data to be hosted. 
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Further explanation of data hosting disbursements 

In the conduct of this Voluntary Administration and Liquidation we may use McGrathNicol’s Forensic Technology 

team to extract, aggregate, electronically process and/or host electronic data, which could be used for the: 

 trade or sale of the business or assets; and/or 

 investigations regarding transactions or potential recoveries available to creditors. 

If data hosting is required and we choose not to use the services of McGrathNicol’s Forensic Technology team, we 

will otherwise have to purchase those services from an alternative provider and/or use another method to achieve 

the same end, which will not be as efficient as using these available internal services. 

We note that the data hosting rates above are no more than our standard commercial pricing available for the 

same services when they are provided to external parties. 

Summary of receipts and payments 

A summary of the receipts and payments for the Voluntary Administration for the period 4 December 2018 to 17 

May 2019 is included at Schedule A to this report. 

Queries 

If you have any queries regarding the information in this report, please contact Magnus Howie on (08) 6363 7624. 

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 “fees of insolvency practitioner”). 

Dated: 31 May 2019 

Rob Kirman 

Administrator 
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Schedule A – Summary of receipts and payments 

 

Receipts and Payments for the period 4 December 2018 to 24 May 2019

Receipts (incl GST, where applicable) $

Pre-appointment debtors 83,427

Inventory transfers 61,962

GST refund (pre-appt) 21,885

Sales (incl PBS & NDSS subsidies) 1,527,587

Pre appointment transfer 1,829

Net sales proceeds from business sale 789,441

Total receipts 2,486,132

Payments (incl GST, where applicable)

Advertising (25,935)

Bank charges and merchant fees (6,017)

Subcontractor payments (wages & reimbursements) (330,405)

Insurance (4,926)

Franchise fees (8,587)

Purchases (inventory) (1,005,157)

Valuation fees (1,100)

NDSS access point fees (972)

OH&S assessment (880)

Legal fees & disbursements (88,868)

Payroll tax (5,003)

Rent and rates (175,423)

Utilities (7,554)

Cleaning expenses (1,249)

Security expenses (331)

Software license (770)

Total payment (1,663,177)

Net receipts 822,955




