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Investor Relations Update 

 

Dear Sir/Madam 

Westpoint Management Ltd (In Liquidation) (Receivers and Managers Appointed) 
ACN 074 478 431 
(“WML”) 
As Responsible Entity for the Paragon Commercial Syndicate (“PCS”) 

I refer to my previous update concerning PCS of 2 December 2010.  Copies of this and other updates are 
available at www.mcgrathnicol.com, in the Administrations section. 

I provide an update on the outstanding issues below. 

1 CRST 

Westpoint Management (Centreways) Pty Ltd as trustee for the Centreways Refurbishment 
Syndicate Trust (“CRST”), was the major unitholder in PCS, and lodged two proofs of debt with 
me, one for loan principal of $2.28 million and one for interest on the loan of $0.834 million.  I 
sought legal advice on these claims and subsequently rejected them.  CRST appealed this 
decision. 

To resolve the claim, I agreed with CRST that I would seek directions from the Court.  The legal 
process reached a stage where a mediation hearing was held on 1 February 2011.   

At the mediation hearing, a settlement agreement was reached with CRST, taking into 
consideration the likely costs and possible outcomes from pursuing the litigation to its finality. 

The key terms of the settlement agreement were as follows: 

+ In full and final settlement of CRST’s claims against PCS (which totalled $3.114 million), 
PCS agrees to: 

- Pay $1.455 million to CRST; and 

- Waive any rights to recover an advance of $250,000 provided to CRST pursuant 
to orders made by the Supreme Court; 

+ The units held by CRST and various other unitholders (totalling approximately 30%) (“the 
Named Unitholders”) (see section 2) be effectively cancelled in exchange for a payment 
of 1 cent per unit (totalling $44,5001); and 

+ CRST, Mr Norm Carey and the Named Unitholders provide full and final releases of all 
claims, actions, rights or other causes of action against WML, PCS and the Liquidators. 

When considering the settlement, the benefits of settling the claim were weighed against the 
potential benefits as well as the costs and risks associated with proceeding with the litigation.   
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1 $33,450 to CRST and $11,050 to the Named Unitholders 
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The following issues were considered: 

Issues 
considered 

Settling CRST’s claim Proceeding with litigation 

Time + The remaining available funds can 
be distributed expeditiously. 

+ It is likely that the litigation would take 
years.  No funds would be able to be 
distributed to investors (if any) until 
the litigation had been finalised. 

Costs + Further costs of litigation are 
avoided. 

 
 
 
 

+ The mediation process demonstrated 
the complexity of this action.  To 
proceed would require a complete 
redrafting of our pleadings, at least 10 
days’ court time and be open to 
appeal in the event the claim was 
successful.   

+ My solicitors estimated that the cost 
of going to trial would be $1 million. 

Risks + The Deed of Settlement and 
Release ensures that no further 
claims can be made by CRST 
against PCS. 

 
 
 

+ Although we have a strong basis for 
rejecting CRST’s claim, as with all 
litigation, there is a risk that we would 
not be successful.   

+ In the event that we were successful, 
it is probable that CRST would appeal 
the decision, causing further costs to 
be incurred and further time delays. 

+ Immediately prior to and during the 
mediation conference, CRST put us 
on notice of their intention to consider 
additional claims against PCS and 
myself. 

Payment to 
CRST 

+ CRST receives the following: 
− $250,000 for costs pursuant to a 

Court order; 
− $1,455,500 in settlement of their 

claim; and 
− $33,450 as a final distribution 

and in exchange for effectively 
cancelling CRST’s units in PCS. 

+ Any payment CRST would receive 
would be dependent on the outcome 
of the litigation.   

+ If I were successful in rejecting 
CRST’s claim, CRST would receive 
$318k as a distribution for its units 
held in PCS. 

+ If I was not successful in rejecting 
CRST’s claim, CRST would receive 
up to $3.114 million for their claim, 
plus further interest, plus costs.  This 
would exhaust all of the funds I hold. 

Named 
Unitholders 

+ There is no need to incur further 
costs to determine whether the 
names of the Named Unitholders 
on the register correctly recorded 
the true owners of the units. 

+ The Named Unitholders receive 1 
cent per unit in exchange for 
effectively cancelling their units in 
PCS. 

+ I would need to incur further costs to 
determine whether the names on the 
register correctly recorded the true 
owners of the units. 

+ The Named Unitholders would 
receive the same return as the rest of 
the investors. 

Return to 
investors  

+ The return to investors is 
estimated to be between 8 and 9 

+ Assuming a successful outcome and 
costs of $1 million to pursue the 
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cents per unit subject to the cost o
completion of the remaining 
outstanding issues. 
 

f litigation, the return to investors is
estimated to be around 9.5 cents p
unit. 

+ Howe

 
er 

ver, if the claim was not 
ors successful, the return to invest

would be zero. 

Senior Counsel was present at the mediation and his advice was considered in approving the 

2 The Named Unitholders 

ates, there appeared to be a number of unitholders (being around 12 

 the 

 1 cent per unit, the Named Unitholders would no 

3 Tax returns 

sly, I have engaged a tax accounting firm to prepare the outstanding tax 

would be impacted by the outcome of the CRST 

 in completing these tax returns, which I am 

 a need to amend your tax returns for these financial 

ying the settlement funds set out in section 1, I am holding $1.57 million, most of which is 

and legal fees paid or provided for, and 

If you have any queries, please contact Melinda Rivera on (08) 6363 7636. 

Yours faithfully 
gement Ltd (In Liquidation) (Receivers and Managers Appointed) 

imon Read  

settlement.  He has confirmed in writing that in his opinion, the settlement represents a 
favourable outcome in the interests of all unitholders in PCS. 

As advised in previous upd
unitholders holding 1,105,000 units or approximately 7% of the issued units) that were not 
credited or paid most of their income distributions before my appointment, and therefore it was 
queried whether the names on the register correctly recorded the true owners of the units (it is 
not the case the units did not exist – the alternative position is that they belonged to CRST). 

As noted in section 1 above, the claims of these unitholders have been incorporated into
Deed of Settlement and Release with CRST.  

It was agreed that in exchange for payment of
longer have any claims against PCS for unpaid distributions and their units in PCS would be 
effectively cancelled. 

As advised previou
returns for the 2004 financial year onwards. 

However, as deductions available to PCS 
matter, I could not finalise the tax returns until now. 

There are complex issues that need to be addressed
working through with the tax accountant. 

Investors should note that there may be
years. 

After pa
invested in a high interest bearing term deposit account. 

Once the tax returns have been lodged and professional 
I have prepared distribution statements for investors for financial years ended 30 June 2004 to 
2010, I will be able to pay a first and final distribution to unitholders.  It is estimated that investors 
will receive a return of between 8 and 9 cents per unit. 

Westpoint Mana

 
 
S
Liquidator  
 


