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1. GLOSSARY OF TERMS 

 

The following abbreviations are used in this document:-  

 

Abbreviation Meaning 

$ Australian Dollars 

ACN Australian Company Number 

Act The Corporations Act 2001 

Administrators  Andrew James Heard and Anthony John Arthur Phillips 

ASIC Australian Securities and Investments Commission 

ATO Australian Taxation Office 

BAS Business Activity Statement 

CBA Commonwealth Bank of Australia ACN 123 123 124 

Company Starrs & Co Pty Limited (Administrators Appointed) ACN 057 365 090 

Director Janine Starrs 

DOCA Deed of Company Arrangement 

EBIT Earnings Before Interest and Tax 

ERV Estimated Realisable Value 

ICAA Institute of Chartered Accountants in Australia 

IPA Insolvency Practitioners Association of Australia 

FY Financial Year Ended 

LSL Long Service Leave 

NPBT Net Profit Before Tax 

RATA Report as to Affairs 

Receivers Christopher John Munday and Scott Angus Blackwood of Ernst & 

Young 

Retravision Retravision (WA) Limited ACN 008 685 158 

ROT Retention of Title 

Secured 

Creditors 
Retravision and CBA 

 

  



Starrs & Co Pty Limited (Administrators Appointed) 

Report to Creditors 

Page 2 

 

 

 

2. EXECUTIVE SUMMARY  

 

The key conclusions drawn in this report are:- 

 

Á The Company has not proposed a DOCA with creditors and we recommend that 

creditors resolve that the Company be wound up at the meeting of creditors to be held 

on 13 October 2009; 

Á It would appear that sufficient funds will be available from the Receiversô asset sales to 

pay priority employee creditors in full. 

Á The Receivers have estimated a shortfall to the Secured Creditors of $6.3 million after 

asset sales and therefore there will be no return to the Companyôs ordinary unsecured 

creditors from the receivership. 

Á The only prospect of a dividend return to ordinary unsecured creditors is through 

voidable transaction recoveries that may be available to a Liquidator.  Our preliminary 

enquiries support gross recoveries from unfair preference payments of between 

$700,000 and $1.5 million that would enable a dividend to ordinary unsecured creditors 

of between 2 and 7 cents in the dollar. 
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3. INTRODUCTION  

3.1. Purpose of this Report 

 

This report is prepared for creditors as required by Section 439A and Regulation 5.3A.02 of 

the Act and sets out in Section 9 our opinion on whether it is in the interests of creditors that:-  

 

Á the Company execute a DOCA; or 

Á the Administration of the Company end; or 

Á the Company be wound up. 

 

The report has been prepared relying on Company documents and financial statements 

provided to us, and the investigation and analysis of those documents.  The financial 

statements are unaudited and as such may not convey an accurate and complete position of 

the Company. 

 

The purpose of this report is to inform creditors about the business, property, affairs and 

financial circumstances of the Company in preparation for a second meeting of creditors to be 

held on 13 October 2009. 
 

3.2. Objective of Administration  

 

The objective of the voluntary administration procedure is to maximise the chances of the 

Company, or as much as possible of its business, continuing in existence.  If it is not possible 

for the Companyôs business to continue, then the voluntary administration aims to provide a 

better return for the Companyôs creditors than would result from its immediate winding up. 

 

3.3. Appointment of Administrators and First Meeting of Creditors 

 

On 13 July 2009, we were appointed the Joint and Several Voluntary Administrators of the 

Company pursuant to Section 436C of the Act. 

 

Our appointment followed the earlier appointment of Christopher John Munday and Scott 

Angus Blackwood of Ernst & Young as Receivers of the Companyôs property on 11 July 

2009.  We had previously reported that the Receivers were appointed on 10 July 2009.  

Although the Receiversô appointment documents were dated 10 July 2009, the Receivers 

accepted the appointment on 11 July 2009 and this is the relevant appointment date. 

 
From 11 July 2009 the Receivers controlled the Companyôs trading operations and assets, and 

our role has been to investigate the past trading of the business and report to creditors.   

 

Creditors attended a first meeting of creditors held at Enterprise House, 136 Greenhill Road, 

Unley on 23 July 2009.  At that meeting creditors elected the following persons to a 

committee of creditors who were appointed to represent creditors for the purposes of advising 

and assisting the Administrators.   
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A meeting of the committee of creditors was convened and held on 30 September 2009 

principally to discuss the progress of the receivership (as reported by Ernst & Young) and the 

Administratorsô investigations. 

 

3.4. Second Meeting of Creditors  

 
Ordinarily an Administrator is required to convene the second creditorsô meeting within 5 

business days before, or after, the end of the convening period, with the convening period usually 

being 20 business days from the day after the administration began. 

 

The purpose of the second creditorsô meeting is to vote on the future of the Company which may 

include liquidation, executing a deed of company arrangement or returning the control of the 

Company back to the Director. 

 

On 29 July 2009 we received a letter from the Receivers, requesting that the Administrators apply 

for an extension of the convening period for the second creditorsô meeting for a further period of 

60 days.  The primary reason behind this request was to afford the Receivers extended protection 

under the voluntary administration regime to further explore a going concern sale or extensive 

clearance sales, thereby maximising the realisable value of the Companyôs assets. 

 

Following confirmation that the majority of the members of the committee of creditors supported 

the extension and our belief that the extension would not unduly prejudice creditors, we instructed 

solicitors to apply to the Federal Court of Australia for an Order affecting the extension. The 

Order was made on 4 August 2009 and as a consequence of the Order, the second creditorsô 

meeting can be held on, or at any time prior to 13 October 2009 provided 5 business days notice is 

given to creditors. 

 

The second creditorsô meeting is convened for 13 October 2009, and will be held at the Institute 

of Chartered Accountants in Australia, Level 11, 1 King William Street, Adelaide at 12.00 

midday. 

 

 

  

Committee Member Representative

Displayline Commercial Interiors Group Peter Cameron

Bella House Phill Kies

George Mazurczak In Person

Dr Christopher Starrs In Person

Northside Electrical Sales & Service Pty Limited Gail Haygreen

Table 3.3.1 - Committee of Creditors
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4. DECLARATION OF INDEPENDENCE, RELEVANT RELATIONSHIPS AND 

INDEMNITIES  

 

Pursuant to the IPA Code of Professional Practice and the Act, a Voluntary Administrator is 

to disclose relevant details of all relationships and indemnities with parties that may impact on 

the Administratorôs independence. 

 

We considered the question of independence at the time of our appointment as Voluntary 

Administrators and we prepared and distributed our Declaration of Independence, Relevant 

Relationships and Indemnities with the notice of the first meeting of creditors.  This 

declaration was tabled again at the first meeting of creditors held on 23 July 2009. The only 

change to that declaration and disclosure that warrants any amendment or update is that our 

indemnity from Retravision has been extended to $45,000 to contribute to the additional costs 

associated with the application to extend the convening period for the second creditorsô 

meeting. 

 

Our revised Declaration of Independence, Relevant Relationships and Indemnities is enclosed 

at Annexure ñAò. 

 

The Administrators are Chartered Accountants, Registered and Official Liquidators and 

members of the IPA with combined corporate recovery and insolvency experience exceeding 

30 years.   For further information regarding Heard Phillips and the Administrators please 

visit our website at www.heardphillips.com.au. 

 

  

http://www.heardphillips.com.au/
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5. BACKGROUND  

5.1. Business Operations and History 

 

The Company acts as Trustee of the Chris Starrs Family Trust (2) and traded as Truscotts 

Casual Living, an electrical, furniture and telecommunications retailer with 10 stores across 

metropolitan and regional South Australia, and warehousing facilities located at Hendon. 

 

Truscotts Casual Living was an amalgamation of long established South Australian brands, 

Truscotts and Casual Living that had been servicing the state since 1960 and 1985 

respectively.  The Company purchased Truscotts from its external administrators in late 2006 

and Casual Living from its external administrators in August 2007. 

 

The Companyôs major supplier of electrical products was Retravision.  Retravision held 

registered mortgage securities over the Companyôs assets.  Following an extended period of 

unprofitable trading and deteriorating cash flows, and with the age and size of the Retravision 

debt increasing, Retravision made demand on the Company for the repayment of all monies 

due.  The non-payment to Retravision led to them appointing Receivers to the Companyôs 

property on 11 July 2009. 

 
From 11 July 2009 the Receivers controlled the Companyôs trading operations and assets.  In 

order to preserve the trading operations it was recommended that Voluntary Administrators be 

appointed and we were subsequently appointed by Retravision on 13 July 2009. 

 

Whilst the business of Truscotts and Casual Living continued to trade after 11 July 2009, the 

Receivers conducted a brief national marketing campaign seeking expressions of interest to buy 

the assets / business of the Company.  The campaign was unsuccessful and all the stores were 

closed through July / August 2009. 

 

Final stock clearances are being completed through Grays Online, a national online retail and 

auction company. 
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5.2. Company Officers, Shareholders and Registered Charges 

 

The records of ASIC reveal the following information concerning the officers and 

shareholders of the Company at the date of our appointment, together with all charges 

registered against the Company:- 

 

 
 

There have been no changes to the Companyôs officers and shareholders during the 12-month 

period prior to our appointment. 

 

A director is defined in the Act to include a person who acts in the position of a director, or 

the directors of the company or body are accustomed to act in accordance with the person's 

instructions whether or not they are validly appointed.   We have made numerous enquiries 

and are continuing our investigations to determine whether any other persons associated with 

the Company would meet this criteria.  

 

 
 

We are advised that the combined value of the debts owed to the Secured Creditors at the date 

of our appointment was approximately $6.5 million.  The specific assets of the Company to 

which the Secured Creditorsô respective security attaches is detailed in a Deed of Priority. 

  

Table 5.2.1 - Officers

Name Position Appointed Ceased

Janine Ruth Starrs Director / Secretary 26 June 2006 N/A

Source: ASIC Company Extract

Table 5.2.2 - Shareholders

Name Fully Paid

Christopher Damien Starrs Yes

Christopher Damien Starrs Yes

Source: ASIC Company Extract

Shares Held

1 A Class Share

1 B Class Share

Entity Name
ASIC Charge 

Number

Date 

Created
Type Status

Commonwealth Bank of Australia 1396954 28 November 2006Fixed & Floating Registered

Retravision (W.A.) Limited 1521931 27 September 2007Fixed & Floating Registered

Retravision (W.A.) Limited 1621890 14 April 2008 Fixed & Floating Registered

Retravision (W.A.) Limited 1740580 20 November 2008Fixed & Floating Registered

Source: ASIC Company Extract

Table 5.2.3 - Secured Creditors
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5.3. Recent Financial Results 

 

We have been provided with the statutory financial statements for the Company for the 

financial years ended 30 June 2007 to 30 June 2008 that were prepared by Edwards Marshall.  

We have also been provided with the Companyôs draft management accounts to 30 June 

2009.    

5.3.1 Profit and Loss Statements 

We have summarised the Companyôs profit and loss statements below:- 

 
 

  

DRAFT DRAFT DRAFT

30 June 2007

$000's

30 June 2008

$000's

30 June 2009

$000's

Income / Expenses

Income

Sales 15,729 44,388 46,442

Cost of Sales

Cost of Goods Sold 12,420 31,598 36,854

GROSS PROFIT 3,309 12,790 9,588

Expenses

General & Administrative Expenses 87 650 594

Employment Expenses 1,845 5,494 5,391

Occupancy Costs 663 2,936 2,679

Selling Expenses 893 2,881 2,462

Finance Costs 166 472 607

3,654 12,433 11,734

NET PROFIT / (LOSS) (345) 357 (2,146)

Table 5.3.1 - Historical Profit & Loss Statements

Source: Draft Financial Statements prepared by Edwards Marshall, Chartered Accountants for the 

06/07 and 07/08 financial years and draft internal management accounts as at 30 June 2009
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We make the following comments regarding the profit and loss accounts:- 

 

Á The acquisition of the Casual Living business in August 2007 and 3 South Australian 

Retravision stores in April 2008 contributed to the strong growth in revenue between 30 

June 2007 and 30 June 2008 

 

Á The lack of net profit in the financial year ended 30 June 2009 is substantially associated 

with falling gross profit. 

 

Á The incomplete Company records make it difficult to accurately determine the reasons 

behind the significant decrease in gross profit despite an increase in sales however it is 

our view that factors relevant to this could include:- 

 

- Decrease in furniture sales in the 2009 financial year by $2.6 million.  Furniture sales 

as a percentage of total sales decreased during this period by in excess of 6%; and 

- Heavy retail discounting to convert stock into cash to address pressing creditor claims. 
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5.3.2 Balance Sheets 

 

We have summarised the Companyôs balance sheets below:- 

 

 
  

DRAFT DRAFT DRAFT

30 June 2007

$000's

30 June 2008

$000's

30 June 2009

$000's

Assets

Current Assets

Cash on Hand 107 102 45

Merchant Payments Receivable 0 462 158

Trade and other Receivables 817 921 1,195

Inventories 3,887 7,890 7,342

Related Party Loans at Call 57 0 0

Other Current Assets 0 45 155

4,868 9,420 8,895

Non-Current Assets

Property, plant & equipment 285 646 927

Intangible Assets 0 121 0

285 767 927

TOTAL ASSETS 5,153 10,187 9,822

Liabilities

Current Liabilities

Bank Overdraft & Business Loan 2,782 3,023 3,835

Related Party Loans at Call 0 1,599 1,693

Trade and other payables 2,251 3,976 6,154

Customer Deposits 0 948 365

Tax liabilities 224 199 (450)

Provision for employee entitlements 241 442 362

TOTAL LIABILITIES 5,498 10,187 11,959

NET ASSETS (345) 0 (2,137)

Trust Capital

Settlement Sum 0 0 0

Retained Earnings 0 0 8

Accumulated Losses (345) 0 (2,145)

TOTAL EQUITY (345) 0 (2,137)

Source: Draft Financial Statements prepared by Edwards Marshall, Chartered Accountants for 

the 06/07 and 07/08 financial years and draft internal management accounts as at 30 June 2009

Table 5.3.2 - Historical Balance Sheets
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We make the following comments regarding the balance sheets:- 

 

Á There were no retained profits or capital reported, resulting in the business being funded 

entirely by debt; 

 

Á The lack of trading profits and retained capital resulted in the need for the Company to 

seek increasing banking facilities (facilities rising almost $1.1 million from 2007 to 

2009); 

 

Á The lack of profit and ability to generate positive operating cashflow resulted in trade 

creditor debts increasing almost $3.9 million from 2007 to 2009; 

 

Á The recorded tax refund of $450,000 is an error in the accounts and in fact the ATO were 

owed in the vicinity of $400,000 as at 30 June 2009, representing a negative turnaround 

of $850,000 in the Companyôs reported working capital position. 

 

 

5.4. Books and Records 

 

We have considered the financial records and accounting systems maintained by the 

Company in light of the Companyôs obligations to maintain books and records in accordance 

with Section 286 of the Act. 

 

The Company utilised 3 separate software packages with 2 focussed on inventory 

management and the third used to post monthly journal entries in order to prepare financial 

statements. 

 

The failure of the Company to maintain a complete general ledger with accurate accrual 

accounting has made the preparation of timely, reliable and accurate financial statements 

impossible, and in our view has contributed to the Companyôs collapse.  In addition, the 

financial source documents provided to us are incomplete and it is not surprising that the 

management accounts prepared contain numerous errors. 

 

We consider that for a company the size of Starrs & Co Pty Limited, it did not maintain 

sufficient or appropriate books and records as required under the Act. 
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6. FINANCIAL POSITION  

6.1. Report as to Affairs 

 

The Director of the Company is required to submit to us within 5 business days of our 

appointment as Administrators a statement that sets out the Companyôs business, property 

affairs and financial circumstances.  We have received a comprehensive report from Janine 

Starrs that is summarised at Table 6.1.1 below together with our assessment of the ERV of the 

assets and liabilities.   

 

 
 

  

Section

Reference

RATA

ERV

$000's

Worse Case

$000's

Best Case

$000's

Assets

Current Assets

Debtors 6.2.1 644 120 160

Stock 6.2.2 6,000 3,200 3,400

Plant & Equipment / Office Furniture 6.2.3 180 170 190

Other Assets 6.2.4 61 140 200

TOTAL ASSETS 6,885 3,630 3,950

Liabilities

Secured Liabilities 6.3.1 6,500 6,500 6,500

Priority Liabilities

Unpaid Wages 6.3.2 4 4 1

Superannuation 6.3.2 69 69 58

Annual Leave / LSL 6.3.2 326 376 358

Payment in Lieu of Notice 6.3.2 0 118 112

Redundancy 6.3.2 0 284 270

399 850 799

Unsecured Liabilities

Trade Creditors 6.3.3 2,276 3,335 2,835

Related Party Loans 6.3.3 1,770 1,770 1,770

Australian Taxation Office 6.3.3 396 396 396

Less: Retention of Title Claims 6.3.3 0 -450 -450

Non-Priority Employee Entitlement Claims 6.3.3 138 138 138

4,580 5,189 4,689

TOTAL LIABILITIES 11,479 12,539 11,988

ESTIMATED SURPLUS / (DEFICIENCY)* -4,595 -8,909 -8,038

* Subject to extent of asset realisations, creditor claims and costs of receivership/administration

Administrators' Estimate

Table 6.1.1 - Comparison of RATA to Administrators' estimate of financial position
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We comment on the assets and liabilities in greater detail below:- 

6.2. Assets 

6.2.1. Pre-Appointment Debtors 

 

The RATA completed by the Companyôs Director indicates that the Company had debtors 

outstanding as at 30 June 2009 of $998,000.  Of this amount, the Director considers that 

approximately $644,000 is realisable. 

 

We have been informed that the Receivers issued letters on 17 July 2009 to approximately 

100 debtors totalling approximately $340,000.  We note that this debtor amount is 

significantly lower than the amount as recorded in the Directorôs RATA and the Receivers 

have sought additional information from the Director so that  they can pursue these 

recoveries. 

 

To date the Receivers have collected approximately $106,000 from pre-appointment debtors 

and anticipate the collection of an additional $30,000.  For the purposes of the financial 

position analysis above we have ascribed an ERV of between $120,000 and $160,000 for pre-

appointment debtors. 

6.2.2. Stock 

 

A full stocktake of all 10 stores was conducted by the Receivers on Saturday, 11 July 2009.  

The Hendon warehouse stocktake was conducted on Monday, 13 July 2009. 

 

A summary of the stocktake cost value in comparison to the Companyôs records is set out 

below:- 

 

 
 

The Receivers have investigated the above material variance and advised that further 

investigations are warranted.  They have informed us that the Companyôs stock control 

system (input of data, physical control and security of stock and management of same) has 

been very poorly managed since inception.  It is our view that this has contributed to the 

collapse of the Company. 

 

The Receivers have estimated gross recoveries from stock sales of $3.3 million and we have 

ascribed an ERV range of between $3.2 million and $3.4 million in the above analysis. 

Table 6.2.2 - Analysis of Receivers' Stocktake

Stock Description

Stock Cost as at 

11 July 2009

$000's

Cost per 

Company 

records as at 

11 July 2009

$000's

Variance

Furniture 1,319 1,760 (441)

Electrical 2,748 3,785 (1,037)

Total 4,067 5,545 (1,478)
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6.2.3. Plant & Equipment 

 

The plant and equipment located at the Companyôs 10 stores and warehouse were valued by 

Grays Online, licensed valuers and auctioneers, on 20 July 2009 with an auction realisable 

value of $121,655 (GST inclusive).  In addition, 9 motor vehicles have been secured by the 

Receivers and they have been valued by Grays Online at $60,000.  The plant and equipment, 

and motor vehicles will be sold by public auction.  For the purposes of this analysis, we 

estimate gross realisations from the sale of these assets at between, $170,000 and $190,000.   

6.2.4. Other Assets 

 

The Receivers are continuing to determine the commercial merits of pursuing a number of 

claims in respect of Telco commissions, monies owed by GE, price protection rebates, other 

supplier rebates and insurance claims.  They have advised that a minimum of $115,000 should 

be recovered from these claims. 

 

In addition, we are pursuing a claim against the landlord of a property vacated by the 

Company prior to the Receivers appointment where a bank guarantee of $60,500 was drawn 

against.  We estimate gross recoveries of between $25,000 and $35,000 in this regard.  

 

6.3. Liabilities  

6.3.1. Secured liabilities 

 

We confirm that the CBA and Retravision have registered fixed and floating charges over the 

assets of the Company securing the following liabilities:- 

 

 
 

The formal claims of the Secured Creditors are consistent with the debts disclosed in the 

RATA prepared by the Director.  The specific assets of the Company to which the Secured 

Creditorsô respective security attaches is detailed in a Deed of Priority entered into between 

the two creditors. 

  

Claim as at 

13 July 2009

$000's

Commonwealth Bank of Australia 3,505

Retravision (W.A.) Limited 2,995

Total 6,500

Table 6.3.1 - Secured Liabilities
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6.3.2. Priority liabilities 

 

The Act affords employees a priority over non-preferred unsecured creditors and in some 

cases a secured creditor in respect of unpaid employee entitlements.  Section 433 of the Act 

provides that a Receiver must account and distribute the proceeds of floating charge assets (ie. 

assets that move with the day to day trading of the business such as cash, book debts and 

stock) ahead of the secured creditor.   

 

The Receivers have calculated the Companyôs employee entitlements and provided us with 

their preliminary assessment of the Companyôs outstanding entitlements as at 11 July 2009 as 

follows:- 

 

 
 

The Receiver has written to all of the Companyôs former employees regarding the above 

claims.  Based on advice received from the Receivers it appears that sufficient funds will be 

realised from the Companyôs floating charge assets to meet priority employee entitlements in 

full.  The relevant distributions will be made by the Receivers. If you have a priority 

employee claim and have questions concerning the value of your claim or the timing of the 

distribution, you should contact Ben Opie or Kendal Measroch of the Receiversô office at 

Ernst & Young. 

 

We understand that a number of employees have disputed the Receivers calculation of their 

entitlements and the extent of priority claims may increase.  For the purposes of our worse 

case scenario we have applied a notional percentage increase of 5% on the calculated leave 

and termination numbers and used the RATA figures for superannuation and wages.  

Receivers' 

Estimate

$

Unpaid Wages 1,180

Superannuation 57,584

Annual Leave and Leave Loading 270,953

Long Service Leave 87,246

Payment in lieu of Notice 111,570

Redundancy 270,278

Total 798,811

Table 6.3.2 - Estimate of Employee Entitlements
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6.3.3. Unsecured Claims 

At the date of this report, known non-priority unsecured creditor claims total $4.7 million 

summarised as follows:- 

 

 
 

We suspect that the total unsecured creditorsô claims will increase significantly as creditors 

reconcile their accounts, quantify losses and forward details of their outstanding debts to us 

and this is reflected in the worse case scenario. 

 

The Director and related party loans are summarised below:- 

 

 
 

Dr Christopher Starrs and Janine Starrs are also claiming unpaid wages of $142,000 in 

addition to the above claims.  The Act provides that ñExcluded Employeesò, which includes 

company directors and their spouses, are each restricted to a total maximum claim of $2,000 

for unpaid wages and superannuation, and $1,500  for annual leave entitlements. 

 

Amounts owed to Excluded Employees that exceed the statutory cap for wages, 

superannuation and annual leave/long service leave, and all payments owing in respect of 

retrenchment, being redundancy and payment in lieu of notice, rank for dividend with all 

other unsecured creditors. 

 

The claims from suppliers of stock to the business with valid retention of title arrangements 

should reduce unsecured creditors by approximately $450,000.  This estimate is based on 

advice received from the Receivers. 

  

Worse Case

$000's

Best Case

$000's

Australian Taxation Office 396 396

Related Party Loan Account 1,770 1,770

Trade Creditors 3,335 2,835

less: Retention of Title Claims -450 -450

Non-Priority Employee Entitlement Claims 138 138

Total 5,189 4,689

Table 6.3.3 - Administrators' Estimate of Unsecured Creditors
Administrators' Estimate

Table 6.3.4 -Director and Related Party Loans as disclosed in RATA

Creditor
Amount

$000's

Dr Christopher Starrs 1,693

Janine Starrs 65

Heyward Pty Limited 12

Total Director and Related Party Loans 1,770
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6.4. Limitations  

 

The above analysis required us to make forecasts on asset realisations and estimate the 

ultimate quantum of creditor claims against the Company.  These forecasts and estimates will 

change as our assessment of potential asset realisations progress and as creditor claims are 

made and adjudicated upon.  Whilst the forecasts and estimates are the Administratorsô best 

assessment in the circumstances, creditors should note that the ultimate deficiency and so the 

outcome for creditors could differ from the information provided above.  

 

6.5. Outstanding winding up applications 

 

There were no outstanding winding up applications at the date of our appointment. 
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6.6. Administratorsô Actions to Date 

 

Since our appointment we have undertaken the following:- 

 

Á Meetings with the Director and senior management employed by the Company; 

 

Á Obtaining forensic images of key Company computers and critically analysing all 

available information extracted from those images; 

 

Á Review and analysis of the financial position and performance of the Company; 

 

Á Review historical financial statements and management accounts; 

 

Á Dealing with creditor enquiries including claims from trade creditors, customers with 

fully paid and partially paid deposits, customers with warranty claims, landlords and 

statutory authorities; 

 

Á Convening and holding the first meeting of creditors; 

 

Á Preparation and lodgement of relevant notices with ASIC; 

 

Á Numerous attendances on ASIC concerning the progress of the voluntary administration; 

 

Á Preparation of reports for the Committee of Creditors appointed at the first creditorsô 

meeting and attendance on Committee members; 

 

Á Notifying statutory authorities of our appointment; 

 

Á Applying to the Federal Court for and obtaining an extension of the convening period, 

and preparing an affidavit to support the application; 

 

Á Numerous meetings and attendances on solicitors concerning matters impacting on the 

voluntary administration; 

 

Á Conducting investigations into the affairs of the Company; 

 

Á Convening the second meeting of creditors; and 

 

Á Preparation of this detailed report to creditors. 

 

A comprehensive summary of the actions of the Voluntary Administrators can be found in the 

remuneration report we have produced and included in Annexure ñDò to this report. 
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A copy of our statement of receipts and payments for the administration to 1 October 2009 is 

attached in Annexure ñBò to this report.  This administration is unfunded with the exception 

of the small indemnity provided by Retravision and we have undertaken the majority of our 

statutory investigations on a speculative basis.  If the Companyôs creditors resolve to wind up 

the Company, we will explore funding options that may be available to critically examine the 

conduct of the Director and any shadow directors, and pursue recoveries that may be available 

to a Liquidator. 

 

 

6.7. Receiversô Update 

6.7.1. Sale of Business 

 

The Receivers undertook a national advertising campaign for the business seeking urgent 

expressions of interest by close of business on Wednesday, 22 July 2009.  ñBusiness for Saleò 

advertisements appeared in ñThe Advertiserò and the ñFinancial Reviewò newspapers on 

Thursday, 16 July 2009 and in the Enterprise section of the Financial Review on Tuesday, 21 

July 2009. 

 

Provided below is a summary of the level of interest received from interested parties:- 

 

 
 

The Receivers advised that they held discussions with a number of parties however the 

general interest was in the Companyôs stock and not the business as a going concern.  The 

Receivers rejected a number of ñopportunisticò offers, which were made at a very low 

percentage of cost (for stock).  The Receivers considered the stock would realise significantly 

more through clearance sales and following the termination of the sale of business campaign 

embarked on this strategy. 

6.7.2. Closure of Stores 

 

During the course of the Receivership, the Receivers monitored the performance of each 

store, the stock levels, employee morale and associated resignations and the need to have a 

number of stores open to enable the clearance of residual stock holdings. 

 

 

 

Description
Number of 

Interested Parties

Parties contacted 28

Information memorandums distributed 14

Expressions of interest received 8

Offers received and subsequently rejected 7

Offers accepted but purchaser could not secure finance 1

Source: Report from Ernst & Young

Table 6.7.1 - Overview of Receivers' Sales Campaign
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Below is a schedule summarising the closures of the Companyôs stores:- 

 

 
 

The Receivers considered the following matters prior to each closure:- 

 

Á A lack of interest in the stores from potential purchasers; 

 

Á Their lack of profitability and the ongoing expenses (including rent) being incurred to 

maintain occupation of the stores; 

 

Á In the case of the Pt Lincoln store, staffing issues and concerns about the significant 

discrepancies identified during the physical stocktake at this store; 

 

Á Resignations by several staff members; and 

 

Á Low stock levels and the ageing of that stock across the stores. 

 

 

The Noarlunga, Parafield, Mile End and Croydon stores were kept open to undertake a 

clearance sale strategy for the Companyôs remaining stock when it became clear that a sale of 

the business as a going concern would not be achieved. 

6.7.3. Stock Clearance Sales 

 

Clearance sales took place from the Croydon, Mile End, Parafield and Noarlunga stores over 

the weekend of 8-9 August 2009.  The Noarlunga and Parafield stores were closed early the 

next week leaving only the Mile End and Croydon stores open for the second weekend of 

clearance sales on 15-16 August 2009. 

 

The stock clearance sales were heavily advertised by the Receivers with assistance from 

Workhouse Advertising to tailor an advertising campaign. The total cost of this campaign was 

$96,500.  Stock that was unsold at the end of the clearance sales was transferred to the 

Companyôs Hendon warehouse for public auction by Grays Online. 

 

 

 

Store Ceased Trading
Keys returned to 

Landlord

Port Lincoln 16 July 2009 7 August 2009

Port Augusta 25 July 2009 3 August 2009

Mount Barker 27 July 2009 3 August 2009

Gepps Cross 27 July 2009 3 August 2009

Hillcrest 27 July 2009 6 August 2009

Franklin Street 27 July 2009 7 August 2009

Noarlunga 11 August 2009 18 August 2009

Parafield 14 August 2009 19 August 2009

Mile End 16 August 2009 20 August 2009

Croydon 16 August 2009 28 August 2009

Source: Report from Ernst & Young

Table 6.7.2 - Receivers' Closure of Stores
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The Hendon warehouse is the only premises continuing to be occupied by the Company and 

is where Grays are conducting the auction process for the Companyôs remaining stock, plant 

and equipment on behalf of the Receivers.  Grays have advised that the auction process will 

likely be complete by mid October. 

6.7.4. Staffing 

 

The Receivers report that staff terminations were made in an orderly fashion as the wind 

down of the Companyôs stores were implemented.  Wherever possible, staff were provided 

with notice of their termination in advance of their ultimate finishing date to ensure that ópay 

in lieu of noticeô costs were minimised. 

 

We have been advised that after consultation with the Companyôs two secured creditors, the 

Receivers resolved to provide the Companyôs full time employees with $1,000 incentive 

payments to secure their continued support and enthusiasm during the wind down process and 

the clearance sales. 

 

Contingent on the staff working until 31 August 2009, these bonus payments ultimately 

totalled approximately $40,000. 

 

It would appear that the incentive payments prevented the mass exodus of staff and 

contributed to the success of the clearance sales. 
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6.7.5. Estimated Receivership Position 

 

In a report to us prepared by the Receivers on 25 September 2009, they disclosed the 

estimated receivership position as follows:- 

 

 
 

The above analysis indicates that sufficient funds will be available from the Receiversô asset 

realisations to pay priority creditors in full. Unfortunately it is estimated that only $231,000 

will be returned to the Companyôs secured creditors, leaving an estimated shortfall of $6.269 

million.  As a consequence of this, there will be no return to the Companyôs ordinary 

unsecured creditors from the receivership. 

  

Description Total ($)

Sale of  Stock - Electrical 2,355,068

Sale of  Stock - Furniture 980,266

Other Asset Realisations 375,367

Total Realisations 3,710,701

Less:-

Trading Expenses (1,631,059)

Receivership Expenses (268,503)

Estimated Receivership Funds on Hand 1,811,139

Less:  Receivers' Fees and Out-of-Pocket Expenses - Ernst & Young (750,000)

Less:  Priority Employee Entitlements (830,000)

Funds Available to Secured Creditors 231,139

Estimated Debt to Secured Creditors (6,500,000)

Estimated Shortfall for Secured Creditors (6,268,861)

Source: Report from Ernst & Young

Table 6.7.5 - Receivers' Estimated Statement of Position
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7. INVESTIGATION S 

 

Since the time of our appointment as Administrators, we have had a short opportunity to 

review the financial records of the Company for the purposes of preparing this report. 

 

Investigations have primarily focused on determining the existence or otherwise of 

transactions that may result in recoveries by a Liquidator if subsequently appointed to the 

Company.  Due to the length of time with which to conduct these investigations, and the lack 

of funding available to meet the costs of more detailed investigations, the views 

communicated in this report can only be considered as preliminary views. 

 

Recoveries made by a Liquidator are available to the general body of unsecured creditors 

including secured creditors to the extent of their shortfall following the realisation of secured 

property. 

 

Our understanding of the Companyôs affairs and the documents we have relied upon when 

completing our investigation come from:- 

 

Á Communications with the Companyôs creditors, employees and advisers; 

Á The RATA prepared by Janine Starrs as part of her statutory duties to the Company and 

the Administrators; 

Á Our review of the books and records and financial statements provided to us by the 

Director of the Company and the Companyôs external accountants; 

Á Communications with the Companyôs two secured creditors; 

Á Communications with the Receivers concerning the estimated realisable value of the 

Companyôs assets; 

Á Searches of the ASIC records relating to the Company and related entities; 

Á Property searches; and 

Á Detailed analysis of forensic computer images focusing on determining a date of 

insolvency and potential transactions that may be voidable against a Liquidator. 

 

7.1. Offences 

 

Section 438D of the Act obliges an Administrator to report possible offences to ASIC.  A 

summary of the offences that we have considered are disclosed in an Information Sheet 

prepared by the Insolvency Practitioners Association of Australia that is enclosed at  

Annexure ñCò. 

 

There are no matters that we deem require urgent reporting to ASIC. 

 

In the event that any material urgent issues come to light, or creditors report relevant matters 

to us that we are unaware of, or there is a change in circumstances, we will prepare a 

supplementary report to creditors. 
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7.2. Voidable Transactions 

 

In the course of our investigations, we are required to ascertain whether the Director (and any 

shadow directors) of the Company continued to trade whilst the Company was insolvent and 

identify the existence of transactions that appear voidable in respect of which money, property 

or other benefits might be recoverable by a Liquidator under Part 5.7B of the Act. 

 

This is relevant to creditors if they are being asked to choose between a DOCA and a 

liquidation because voidable transactions are only recoverable in liquidation. 

 

The majority of the recovery provisions of the Act require transactions to have been entered 

into whilst the Company was insolvent, or that the Company became insolvent as a result of 

the transactions. 

7.2.1. Insolvency 

 

A company is insolvent if it cannot pay its debts as and when they fall due.  Solvency is 

determined by both objective and subjective tests that include:- 

 

Á the profitability of the company; 

Á its cash flow; 

Á its balance sheet position; 

Á the interpretation of financial ratios; 

Á the existence of unpaid accounts; and 

Á the ability of the company to raise further debt or equity. 

 

 

The Companyôs RATA disclosed a shortfall of assets to liabilities of approximately $4.6 

million as at 11 July 2009.  This calculation includes a value for stock and book debts that 

was clearly inaccurate based on investigations undertaken by the Receivers.  If the stock value 

ascribed in the Directorôs RATA is replaced with the stocktake values, the deficiency would 

increase to $6 million. 

 

We have analysed the working capital position of the Company extracted from the financial 

statements and management accounts prepared by the Company that can be summarised as 

follows:- 

 

 
 

This analysis confirms that the Company has had insufficient current assets to discharge its 

current liabilities at each of the above reporting dates. 

30 June 2007

$000's

30 June 2008

$000's

31 Dec 2008

$000's

31 Jan 2009

$000's

30 June 2009

$000's

Current Assets 4,868 9,420 11,248 10,276 8,895

Current Liabilities 5,498 10,187 12,093 11,208 11,959

Working Capital (630) (767) (845) (932) (3,064)

Table 7.2.1 - Working Capital Analysis

Source: Draft Financial Statements prepared by Edwards Marshall, Chartered Accountants for the 06/07 and 07/08 financial years 

and internal management accounts
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We make the following comments in relation to the working capital of the Company:- 

 

Á As at 31 December 2008, the Company had a working capital deficiency of 

approximately $845,000.  This deficiency increased to $3.1 million as at 30 June 2009; 

 

Á Trade creditors increased by $2.2 million during the 2008/09 financial year; 

 

Á The Companyôs trading losses appear to have been funded by the Companyôs creditors; 

 

Á The Company had a bank overdraft facility of $3.3 million which was usually fully 

utilised in the 6 month period prior to the voluntary administration and often breached.  

This facility was supported by personal guarantees and collateral security over the 

Director and her husbandôs real property portfolio; 

 

Á We are not aware of any other sources of funding available to the Company to meet its 

debts as and when they fell due. 

 

We have reviewed in detail the financial records of the Company that have been made 

available by the Director and Receivers and note that there are significant deficiencies in the 

records that we would expect to be kept.  Nevertheless we have been able to extract from 

forensic images taken of key Company computers and other sources evidence clearly 

indicating that the Company has been insolvent for some time and yet continued to trade.  

Evidence includes:- 

 

Á The Company entered into a large number of informal payment arrangements with 

creditors, many of which defaulted; 

 

Á A number of suppliers ceased supplying on credit to the Company and placed the 

Company on cash on delivery terms; 

 

Á Trade creditors increased by $2.2 million during the financial year ending 30 June 2009; 

 

Á File notes of correspondence between the ATO and the Director confirming the 

Companyôs inability to pay an ATO debt and setting out a brief statement of the 

Companyôs financial position. 

 

It is our preliminary view that the Company was unable to pay its debts as and when they fell 

due and therefore insolvent from at least January 2009.  In order to determine an exact date of 

insolvency further investigations will be required that may include public examinations of 

relevant parties. 

7.2.2. Insolvent Trading 

 

Section 588G of the Act imposes a duty upon directors to prevent a company from trading 

whilst insolvent.  Section 588M of the Act allows a director to be made personally liable in 

certain circumstances for any loss suffered stemming from a debt incurred by the company 

whilst the company was insolvent. 

  



Starrs & Co Pty Limited (Administrators Appointed) 

Report to Creditors 

Page 26 

 

 

It is necessary to consider the following matters when evaluating an insolvent trading claim:- 

 

Á the date that a reasonable person should have suspected the company was insolvent; 

Á the defences the director may be able to bring in response to such a claim; and 

Á the directorôs ability to satisfy a compensation order if made. 

 

On the basis of our analysis at Section 7.2.1, it is likely that the Company was insolvent for 

some time prior to the date of the appointment of the Voluntary Administrators.  This being 

the case, any debts incurred by the Company whilst it was insolvent that remain unpaid gives 

rise to a claim that could be pursued against the director in the event the Company is wound 

up. 

 

Additional work is required to determine the likely claim in this regard. 

 

Prior to any action being taken by a Liquidator for insolvent trading, the costs of proceeding 

with a claim must be considered in addition to determining the personal financial capacity of 

the Director to pay a judgement debt.  Our investigations are continuing in respect of the 

Directorôs financial position but note that a real property search disclosed two properties 

owned by the Director and her husband.  Each of the properties is mortgaged to the 

Commonwealth Bank as security for the Companyôs indebtedness to the Bank and we are not 

aware of any equity in the properties.   

 

In the event that creditors resolve the Company proceed into liquidation, we will conduct 

further investigations with the aim of determining with more certainty the existence of a 

commercial insolvent trading claim.   

7.2.3. Unfair Preferences 

 

In the event the Company is wound up, the Act provides that certain payments made by the 

Company in the period (normally 6 months) prior to liquidation may be recoverable by a 

Liquidator.  For an unfair preference to exist, a Liquidator must show the payments resulted 

in the creditor receiving more than it would in the liquidation of the Company. 

 

It is a defence to such a claim if the creditor can establish:- 

 

Á the payment was made in good faith; and 

Á the creditor had no reasonable grounds for suspecting the Companyôs insolvency; or 

Á a reasonable person in the creditorôs circumstances would not have had grounds for 

suspecting the Companyôs insolvency. 

 

Creditors should note that any unfair preference payments recovered can be added to the 

amount of the creditorsô claim in the liquidation. 

 

Our preliminary investigations into the affairs of the Company have identified payments to 9 

significant creditors during the relation back period that have the characteristics of unfair 

preference payments that may have resulted in the creditors receiving more than they would 

have if the payments were set aside and the creditors were to prove in the liquidation. 
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We have not yet obtained legal advice with regard to any of the potential claims and this may 

impact our assessment of the realisable value of these potential claims.  Notwithstanding this, 

for the purposes of this report we estimate potential gross recoveries from unfair preference 

payments at between $700,000 and $1.5 million.  Please note that there are likely to be 

significant costs associated with the prosecution of unfair preference claims. 

 

In the event that creditors resolve the Company proceed into liquidation, we will conduct 

further investigations with the aim of determining with more certainty the existence and 

quantum of unfair preference payments to creditors prior to commencing recovery action. 

7.2.4. Other voidable transactions 

 

There are many other voidable transactions that may be pursued if the Company passes into 

liquidation that cannot be pursued if a DOCA is accepted by creditors.  Specific information 

about these transactions are included in an Information Sheet prepared by the Insolvency 

Practitioners Association of Australia that is enclosed at Annexure ñCò. 

 

Our investigations have not identified any other transactions that may be recoverable in 

liquidation for the benefit of the Companyôs creditors.  This investigation includes our 

assessment of the validity of the charges granted by the Company to the Secured Creditors set 

out in Section 5.2 of this report and the validity of the enforcement of those securities. 
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8. ADMINISTRATION ISSUES  

8.1. Creditor Proposal 

 

An outcome of the voluntary administration process is sometimes the promotion of a DOCA 

with the creditors.  A DOCA, if accepted by creditors, avoids the winding up of the Company. 

 

At the time of writing this report, the Director had not proposed a DOCA with the creditors.  

 

8.2. Dividend Prospects 

 

Based on the information in this report, if the Company is wound up, we estimate a dividend 

to ordinary unsecured creditors of between 2 and 7 cents in the dollar calculated as follows:- 

 

 
 

Please note that legal advice has not been obtained in relation to the unfair preference claims 

identified at Section 7.2.3 of this report and as a consequence of this, the above estimated 

dividend from the liquidation of the Company can only be considered as preliminary. 

  

Table 8.2 - Estimated Return in Liquidation

Estimated Return in Liquidation Report

Reference

Worse Case

$

Best Case

$

Insolvent Trading Claim Recovery 7.2.2 Uncertain Uncertain

Unfair Preference Recoveries 7.2.3 700,000 1,500,000

Costs of recovery (Legal and Liquidators' Fees) (210,000) (375,000)

Voluntary Administrators' Fees 10 (90,000) (90,000)

Voluntary Administrators' Out of Pocket Expenses (Legal fees, IT 

consultant, postage, photocopying, couriers, record storage) 10 (40,000) (40,000)

Liquidators' Fees (other than in pursuit of unfair preference claims) (120,000) (80,000)

Liquidators' Out-of-Pocket Expenses (Legal fees, IT consultants, mail, 

photocopying, record storage, etc.) (60,000) (40,000)

Amount available to Unsecured Creditors 180,000 875,000

Total unsecured creditors including shortfall to secured creditors* 6.3 & 6.7.5 12,157,861 12,457,861

Estimated Return To Unsecured Creditors (Cents In $) 8.2 0.02 0.07

* Includes creditor claims for monies disgorged to liquidator for successful unfair preference claims.
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9.  ADMINISTRATORSô OPINION  

  

Creditors have three (3) alternatives available to them to consider. They may vote to accept a 

DOCA, or vote that the Company be wound up, or resolve that the administration simply end 

and the Company be handed back to the Director. 

 

Should the administration end, the control and responsibility for the future management of the 

Company will return to the Director. 

 

Pursuant to Section 439A of the Corporations Act, we must set out our opinion about each of 

the three alternatives discussed above. That is:- 

 

(i) Whether it would be in the creditors' interests for the Company to execute a DOCA.  

 

(ii)  Whether it would be in the creditors' interests for the Administration to end. 

 

(iii)  Whether it would be in the creditors' interests for the Company to be wound up. 

 

We comment on the above as follows:- 

9.1. Execute a Deed of Company Arrangement 

 

At the time of writing this report no DOCA has been proposed by the Director. In our opinion 

it would not be in the interests of creditors for the Company to execute a DOCA if one were 

subsequently proposed without all creditors having the opportunity to receive a further written 

report and recommendations from us. 

 

9.2. Administration to End  

 

In our opinion it would not be in the interests of creditors for the Administration to end for the 

following reasons:- 

 

(a) The Company is insolvent; and 

 

(b) The Company requires an independent and orderly process to control the realisation of 

its assets and the distribution of monies to creditors, and investigate the collapse. 
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9.3. Company to be Wound Up 

 

In our opinion it would be in the interests of creditors for the Company to be wound up for the 

following reasons:- 

 

(a) The Company is insolvent; 

 

(b) The Company requires an independent and orderly process to control the realisation of 

its assets and the distribution of monies to creditors;  

 

(c) A Liquidator will complete investigations into the failure of the Company and ensure 

all relevant matters are reported to the ASIC; and 

 

(d) At the end of the liquidation, the company will be dissolved.  

 

10. REMUNERATION  

 

With the notice of the first meeting of creditors and again at the first meeting of creditors we 

tabled our firmôs scale of fees applicable for this assignment and advised that the 

Administratorsô remuneration will be calculated and based on hours worked at fee rates 

applicable for the grade of staff engaged in that work. 

 

Attached in Annexure ñDò to this report is our detailed remuneration report summarising the 

work performed in the voluntary administration and our charges for that work.  We will be 

seeking creditor approval for the payment of the approved remuneration. 

 

11. FURTHER ENQUIRIES  

 

Should creditors have any queries concerning this report they should feel free to contact 

Danielle Penny or Carla Carbone of this office. 

 

Dated this 1
st
 day of October 2009 

 

 
Andrew Heard & Anthony Phillips 

Joint & Several Administrator s 

 

Encl 
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Corporations Act 2001 

Section 436DA(2) 

 

Starrs & Co Pty Limited  (Administrator s Appointed) 

ACN 057 365 090 (ñthe Companyò) 

 

Declaration of Independence, Relevant Relationships and Indemnities 
 

Independence 

 

We, Andrew James Heard and Anthony John Arthur Phillips, undertook a proper assessment 

of the risks to our independence prior to accepting appointment as joint and several 

administrators of the Company.  This assessment identified no real or potential risks to our 

independence. We are not aware of any reasons that would prevent us from continuing to act 

as administrators of this company. 

 

Relevant Relationships 

 

Subject to the disclosures set out below, neither ourselves or our firm have, or have had 

within the preceding 24 months, any relationships with the Company, an associate of the 

Company, a former insolvency practitioner appointed to the Company or any person or entity 

that has a charge on the whole or substantially the whole of the Companyôs property. 

 

Disclosure 

 

Name of Party Nature of Relationship Reason why not an 

impediment or conflict 

Commonwealth Bank of 

Australia 

Service provider for general 

advice from time to time 

No relationship has been 

identified that would impede 

our independence 

 

Prior Engagements with the Insolvent 

 

Neither ourselves or our firm have undertaken any prior engagements for the Company. 

 

There are no other prior professional relationships or engagements that should be disclosed. 

 

Indemnities 

 

We have been provided with an indemnity by Retravision (WA) Limited up to the capped 

sum of $45,000 in respect of remuneration and reasonable outlays and expenses to conduct 

this matter. 

  



 

 

 

 

 

 

This does not include statutory indemnities. 

 

Dated this 1
st
 day of October 2009 

 

 
Andrew Heard & Anthony Phillips 

Joint & Several Administrator s 

 

Note: If circumstances change, or new information is identified, we are required under the 

IPA Code of Professional Conduct to update this Declaration and provide a copy to creditors 

with our next communication as well as table a copy of any replacement declaration at the 

next meeting of the companyôs creditors. 
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Receipts and Payments Summary by Account 

 

Starrs & Co Pty Limited (Administrators Appointed ) 

A.C.N. 057 365 090 

 

All Bank, Cash and Cash Investment Accounts: From: 13 July 2009 to 1 October 2009 (GST Inclusive) 

 RECEIPTS 

 Account Amount 

  Nil  

 

 

 Total Receipts Nil  

 PAYMENTS 

 Account Amount 

  Nil  

 

 

 Total Payments (Nil ) 

 Net Receipts (Payments) $ Nil  

 

Basis of disbursement claim: 

 

Disbursement Rates  (GST Exclusive) 

Advertising At Cost 

Binding $1.00 per bind 

Courier At Cost 

Faxes $0.50 per page 

Photocopies $0.50 per page 

Postage At Cost 

Search Fees (Company & Property Searches) At Cost 

Stationery 

- Folders 

- File Index 

- Archive Box 

 

$5.00 per folder 

$3.00 per set  

$5.00 per box 

Storage & Destruction of Books & Records 

- Storage 

- Destruction 

- Transport to/from archives & other collection costs 

 

$0.75 per box/month 

$At Cost 

At Cost 

Scale applicable for financial year ending 30 June 2010 

  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

Report to Creditors Pursuant to  

Section 439A of the Corporations Act 2001 
 

 

Starrs & Co Pty Limited 

(Administrators Appointed) 

ACN 057 365 090  

 

 

Annexure C 



 

 

 
  


