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Momentum Mortgages Limited 

(Receivers and Managers Appointed) 
(Subject to Deed of Company Arrangement) 

ACN: 103 596 210 (“MML”) 
 

Update to Debenture holders 
 
We refer to our last Circular to Debenture holders dated 23 December 2008 and now provide 
you a further update on the receivership of MML.   
 
Funding and construction 
 
At the time of our appointment, MML’s cash at bank totalled approximately $76,000 which 
was insufficient to meet redemptions and/or interest payments due to debenture holders or 
fund the costs of completing its borrowers’ unfinished construction projects.  
 
Based on valuation and other advice received, it is likely that maximum value in the 
underlying security properties would be realised (and therefore the highest possible return to 
debenture holders achieved) in the event that construction were to be completed.  MML’s 
construction projects represent approximately 65% of its loans receivable. 
 
We have focused on two primary means of raising funds to complete construction, being:  

+ management of the repayment of MML’s outstanding loans; and 

+ negotiating with third party financiers for additional secured funding. 

Repayment of MML’s loans 

The only loan recovery to date has been from the Warwick/Rosenthal Heights borrower.  

Loan repayments from this source total approximately $736,000, which have allowed us to 
meet certain costs incurred in preserving and protecting MML’s assets and enforcing its rights 
against borrowers.  We continue to work closely with the Warwick/Rosenthal Heights 
borrower to ensure that presale contracts continue to settle and that an appropriate sales 
program is in place to facilitate an orderly repayment of MML’s loans. 

Loan realisations to date have been insufficient to fund the costs to complete any of the 
construction projects and accordingly, MML is reliant on securing an external funding facility 
prior to recommencing works. 

Efforts to secure external funding 

As previously advised, immediately following our appointment we approached a range of 
financiers and mortgage originators in relation to funding the costs to complete MML’s 
construction projects. 

In this regard, we are pleased to advise that on 9 March 2009 we received a letter of offer 
from a financier to fund the full costs to complete MML’s Newcastle West project.  Facility and 
security documentation are currently being prepared and we expect to recommence 
construction shortly. 

The same financier has expressed an interest in funding completion of the Newport project 
and is undertaking its due diligence in this regard.  

 
In addition to the above, we have engaged Balmain NB Corporation Limited (a mortgage 
originator) under a mandate to arrange finance for MML’s portfolio.  
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In order that construction can recommence immediately once funding has been obtained, 
project managers have been engaged to review costs to complete and liaise with incumbent 
builders. 
 

Borrower update 

As previously reported, at the time of our appointment, five of the six loans extended by MML 
(representing over 85% of the loan portfolio) were overdue for repayment, with recovery 
action (at various stages of advancement) commenced against the borrowers and third party 
guarantors. 

Following our appointment, we contacted each of MML’s borrowers seeking proposals for the 
repayment of MML’s loans.  Having regard to our dealings with borrowers to date, it is likely 
that formal recovery action (including exercising MML’s power of sale under its various 
securities) will need to be taken against most borrowers and guarantors to facilitate 
repayment of MML’s loan advances. 

Since our last update, we have attended to the following key activities: 

+ Ongoing liaison with valuers, quantity surveyors and project managers in relation to the 
underlying security properties and strategies for completing construction/realisation. 

+ Ensured that each of MML’s underlying security properties is insured and that appropriate 
site security is in place (where applicable). 

+ Served legal notices on borrowers to enforce MML’s rights under certain mortgages 
(where appropriate). 

+ Meetings and discussions with financiers and mortgage originators in relation to funding 
the costs to complete MML’s construction projects at Newcastle, Newport and Toronto. 

+ Liaised with project managers and incumbent builders on the Newcastle, Newport and 
Toronto projects to assess costs to complete, construction programs and compliance with 
development approvals in preparation for the recommencement of construction.  

+ Meetings and discussions with the joint first mortgagee, borrower and guarantors in 
relation to the Port Douglas loan.  We are working co-operatively with the joint first 
mortgagee to facilitate the repayment of MML’s loan advances.  

+ Entered into possession of the Potts Point property, sought legal advice in relation to  
by-law issues and received agents’ marketing submissions for the sale of the security 
property (we expect to appoint an agent and commence a marketing campaign in the 
next few days). 

+ Continued to work closely with the Warwick/Rosenthal Heights borrower to ensure that 
presale contracts complete and that an appropriate sale program is in place to facilitate 
the timely repayment of MML’s loan advances. 

+ Appointed an agent to sell the Lemon Tree Passage property with the approval of the first 
ranking secured creditor (the property will be offered for sale by public auction in April 
2009).  

In summary, we now have a detailed understanding of MML’s loan portfolio and underlying 
security properties.   

Further particulars of our dealings with each borrower and underlying security property are 
summarised in Annexure “A” attached. 
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Update on administration and meeting of creditors 
 
As previously advised, immediately prior to our appointment as Receivers and Managers of 
MML, the company’s Directors appointed David Leigh of PPB Chartered Accountants as 
Administrator. 
 
Our role as Receivers and Managers is to deal with and realise MML’s assets for the benefit 
of debenture holders.  
 
The Administrator’s role is to convene statutory meetings, conduct investigations and issue 
reports. 
 
The reconvened second statutory meeting of creditors was held by the Administrator on  
22 January 2009.  In attendance at the meeting were a number of MML’s Directors, the 
Administrator (holding proxies for several unsecured creditors) and a member of my staff (as 
proxy holder for the Trustee acting on behalf of debenture holders). 
 
At the meeting, the Administrator (in his capacity as proxy holder for a number of unsecured 
creditors) resolved that the company enter into a Deed of Company Arrangement (“DOCA”).   
 
The Trustee abstained from voting on the resolution in favour of the DOCA and accordingly 
the Trustee and debenture holders are not bound by its terms. The status of the DOCA as it 
relates to the Trustee and debenture holders is summarised as follows: 

+ The Directors have until 13 May 2009 to formulate the specific terms of a proposal for the 
restructuring of the company for the Trustee to consider.   

+ The Trustee will consider and assess any proposal received (including any associated 
risks) and determine what course of action it should follow in the interests of debenture 
holders having regard to the likely returns to debenture holders from the liquidation of the 
company

1
.   

 
Proposed meeting of debenture holders 
 
On 18 February 2009, we received a notice from a debenture holder, Mr Doug Batt, (acting on 
behalf of 83 investors, representing approximately 11% of debenture holders in number and 
27% in value) requisitioning MML to convene a meeting of debenture holders for the purposes 
of directing the Trustee to (amongst other things), remove the Receivers and return control of 
the company to its Directors.  
 
Following consultation with the Trustee, we responded to Mr Batt advising that: 

+ Due to the serious nature of the resolutions sought, the Trustee/Receivers consider it to 
be of fundamental importance that debenture holders are properly informed of the options 
available to them before a meeting of MML’s debenture holders is convened. 

+ Prior to informing debenture holders of the options available to them, a comprehensive 
proposal will be required from the Directors as to the future of the company in the event 
that it was returned to their control.  In this regard, we wrote to each of MML’s Directors 
requesting that they provide our office with their proposal by Friday, 13 March 2009. This 
deadline has now been extended at the request of the MML Directors until this Tuesday 
17 March 2009. 

+ Following receipt of the Directors’ proposal, we require approximately 4 weeks to fully 
assess the proposal and report to the Trustee and debenture holders on the expected 

                                                      
1
 We note that certain asset recovery action would only be available to a Liquidator – please see page 4 

“Transactions of Concern”. 
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returns and any risks associated with returning the company to the Directors.
2
 These 

returns will be compared with the projected returns to debenture holders if the 
receivership was to continue and the company was to be placed into liquidation. 

+ Having regard to possible recoveries totaling some $4 million (see below) arising from 
antecedent transactions entered into by MML that might be available to a Liquidator of the 
Company, it would be expected that the Directors would procure at least an equivalent 
equity contribution to achieve a better return than what would be available from the 
receivership and liquidation of the company. 

+ If the proposed resolutions are passed by debenture holders, it is likely that the Trustee 
would apply to the Supreme Court of New South Wales for directions as to whether it 
should comply with those resolutions having regard to its various statutory obligations. 

 
Furthermore, we have just been informed that Mr Batt has written to all debenture holders, 
making certain statements about the MML receivership, his proposed alternative of returning 
control of the company to MML’s Directors and various other matters. We will address the 
matters in Mr Batt’s correspondence when we report on the Directors’ proposal (this deadline 
has now been extended at the request of MML Directors to this Tuesday, 17 March 2009). 
 
We will keep debenture holders updated of all further developments. 
 
Transactions of concern 
 
Our investigations into the affairs of MML have revealed that, in the month leading up to our 
appointment as Receivers and Managers, MML assigned two of the company’s mortgage 
loans to two debenture holders (“the preferred debenture holders”) in lieu of a cash 
repayment of their investment balances in the ordinary course of business. 
 
These assignments occurred in circumstances where MML had significant solvency concerns 
and where the preferred debenture holders were known to one of MML’s Directors.

3
 

 
We understand that following the assignment of the loans, the subject Director has been 
involved in assisting the preferred debenture holders realise the underlying security property 
subject to the loan assignments. 
 
The value of the mortgage loans assigned is substantial - totalling approximately $4 million, 
representing over 11% of funds currently owed to investors. 
 
We have written to the preferred debenture holders and the MML Director involved in these 
transactions and are currently considering what action should be taken. There are various 
avenues of recovery that may be available to MML against both the preferred debenture 
holders and the MML Directors.  
 
We have informed the Australian Securities and Investments Commission of these 
transactions, and the Commission supports our activity in fully investigating the transactions.  
 
We will continue to report to debenture holders on the progress of our investigations and any 
subsequent recovery actions. 
 
 
 
 
 

                                                      
2
 We noted that any notice convening the meeting of debenture holders would be provided with our report. 

3
 This Director was responsible for the day to day trading and management of MML. 
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Investor queries – change of details 
 
Please direct any enquiries you may have on the status of the receivership to our office 
through one of the following methods: 

+ Visit our website (www.mcgrathnicol.com) and select the “Administration section” then 
“Momentum Mortgages Limited” where regular updates and information for investors will 
be posted.  

+ Write to:  The Receivers and Managers  
Momentum Mortgages Limited  

(Receivers and Managers Appointed) 
(Subject to Deed of Company Arrangement) 

GPO Box 9986  

Sydney NSW 2001  

+ Facsimile:  (02) 9338 2699  

+ Email:  MML@mcgrathnicol.com  
 
 
Should you wish to discuss any aspects of the above, please do not hesitate to contact the 
Receivers’ Debenture holder liaison representative, Ms Summer Nguyen on (02) 9338 2607. 
 
Dated 16 March 2009  

 

 

Joseph Hayes  
Receiver and Manager 
 
 



Annexure "A"

Momentum Mortgages Limited 

(Receivers and Managers Appointed)

(Administrator Appointed)

ACN: 103 596 210 (“MML”)

Summary of underlying property securities

Underlying property security Description
Loan 

overdue 

Construction 

status
Key action taken since last update


Newport, NSW 2106 + 2 partially completed 'waterfront' houses Yes Incomplete + Further meetings with builder, borrower and incumbent project managers

+ Receivers' project managers have visited site, liaised with subcontractors, consultants, local council and certifiers 

+ Receivers' project managers have provided an initial costs report outlining alternative completion strategies

+ Seeking quotes from alternative builders to complete construction

+ In advanced negotiations with one financier to fund completion of construction

Toronto, NSW 2283 + 17 partially completed townhouses Yes Incomplete + Further liaison with incumbent builder

+ Located on the western side of Lake Macquarie, + Receivers' project managers have undertaken site visit and an initial review of the project 

approximately 20 km south west of Newcastle CBD + Liaised with local agents in relation to likely value and appropriate realisation strategies

+ Seeking funding to complete construction

Warwick/Rosenthal Heights, QLD 4370 + 212 lot staged residential sub-division No Subdivision + Further meetings/liaison with borrower

+ 1 approved commercial sub-division + Continual monitoring of sales progress and settlement of presales

+ Located approximately 185 km south west of Brisbane + 10 presale contracts settled, resulting in a total net return to MML of $736,000

Port Douglas, QLD 4877 + 33 lot sub-division, with 1 restaurant/bar Yes Subdivision + Further meetings with borrower and guarantors

+ Located adjacent to the Sheraton Mirage golf course + Agreed to work cooperatively with joint first mortgagee

Potts Point, NSW 2011 + Completed ground floor commercial strata unit Yes Completed + Entered into physical possession of the property

+ Located in the centre of the Kings Cross district + Sought legal advice on by-law issues affecting the property

+ Obtained and reviewed various agents' submissions for marketing of the property

Newcastle West, NSW 2302 +
31 partially completed two bedroom apartments in 7 level 

block

Yes Incomplete + Further meetings with Receivers' project managers and incumbent builder to discuss outstanding costs and 

estimated costs to complete

+ Received quote from alternative builder to complete construction

+
One partially completed ground floor commercial unit 

(approximately 200 sq metres)

+ Receivers' project managers have visited site, liaised with subcontractors, consultants and certifiers and provided 

an initial report on completion strategies

+ Received an offer to finance the costs to complete construction

+ Entered into physical possession of the property

Lemon Tree Passage, NSW 2319 + 2 completed residential units n/a Completed + Continued to collect rent

(MML foreclosure) + 1 completed ground floor commercial unit + Authority obtained from secured creditor to realise property on their behalf

+ MML has foreclosed on this property + Appointed a marketing agent to sell the property via public auction (to be held in April 2009)
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