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We refer you to our last circular to stakeholders dated 24 June 2005, and provide the
following update in relation to the Liquidation of the abovenamed companies.
Annual meeting of creditors and members
Under the Corporations Act, an annual meeting of members and creditors is required
for companies in liquidation following voluntary administration. The purpose of this
meeting is to present an account of the winding up. This circular summarises the
current position in the winding up of the above companies.
Status of the receivership
The Receivers and Managers remain in control of the four group companies. The
Receivers and Managers are Messrs Love, Geroff and others of Ferrier Hodgson,
another firm of chartered accountants. The Receivers and Managers were appointed
by the first ranking secured creditors of the Group and have primary responsibility to
those creditors. Attached are information sheets for creditors providing general
information on Companies in liquidation and Companies in receivership.
As Liquidators, we can request reports from the Receivers and Managers on the
conduct of the receivership but substantially must wait until the receivership is
concluded to determine whether there will be any surplus for other creditors. We
continue to liaise with the Receivers and Managers, who provide periodic feedback to
us on the progress of the receivership.
At this time, $20.4 million of the primary ranking secured creditors’ debt remains.
Unless this shortfall is satisfied in full from the remaining assets of the companies in
receivership, there will be no return to second ranking secured or unsecured creditors.
The only material remaining asset is the insurance claim in relation to the fire at the
Southland Colliery.
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Insurance claim update
The Receivers and Managers have lodged an insurance claim for $41 million together
with significant information in support of the claim. The group’s insurers, QBE, had the
claim under consideration for an extended period of time but had not accepted liability
or confirmed it would indemnify Southland.
As a result, Thiess, the operator and co-insured, commenced proceedings against the
insurer in December 2004. The lawyers for QBE and the London underwriters finally
denied their clients indemnity under the insurance policy in February and March 2005.
The Receivers and Managers are attempting to proceed with public examinations of
QBE and its experts, a process which is subject to a decision of the Court of Appeal
following a hearing on 6 and 7 June 2005. The Receivers and Managers are waiting
on this decision before determining whether to commence proceedings themselves
against the insurers.
Restructure of Gympie Gold Limited
In conjunction with the Receivers and Managers, the Liquidators have signed a heads
of agreement in relation to a proposal by Ascent Capital for the restructure of Gympie
Gold Limited (“GGL”). This proposal allows for the creditor claims of GGL to be
transferred out of the company into a Creditors Trust, leaving a solvent listed company
shell which can be reinstated to trading on the Australian Stock Exchange (“ASX”). As
consideration, Ascent Capital will pay $800,000 to be shared between the secured and
unsecured creditors after meeting administration costs and fees. These funds would
not otherwise be available to creditors in the absence of the proposed restructure.
This contribution equates to an estimated 0.5c return to unsecured creditors.
Under the proposal, existing shares will be consolidated on a 15:1 basis, to enable the
issue of further shares to raise new capital. The restructure allows for the
reinstatement of GGL shares to trading on the market, and hence a potential upside to
their value in the future. The proposed share consolidation and issue of new shares to
raise new equity will substantially dilute the interests of existing GGL shareholders but
will provide a small return and enable shareholders to sell their shares and crystallise
losses if they choose to do so.
The process for the restructure involves the company being placed back into Voluntary
Administration, to allow for a Deed of Company Arrangement (“DOCA”) to effect the
creation of a Creditors Trust. In addition to the support for the proposal already given
by the secured creditors, the restructure will be subject to three further levels of
approval. Firstly, approval by the Court for the Liquidators to again be appointed as
Voluntary Administrators, then approval by the company’s creditors at meeting of
creditors for the company to enter into a DOCA, and finally approval by the
shareholders of the restructure at a meeting of members. ASX approval is also
required for the reinstatement of the company’s securities to trading on the market, a
requirement that applies to all companies that seek to be reinstated.
The Court application is due to be lodged in early October, and the meeting of
creditors will be scheduled within 30 days of the application being approved. It is
anticipated that the DOCA process will be completed by the end of March 2006, and
shares will be trading on the market again within 2-3 weeks of the liquidation ending.
Distributions to creditors from the Creditors Trust are expected to be made shortly
after the completion of the DOCA and receipt of the full consideration.
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Committee of inspection
During the liquidation, the Liquidators have liaised with the elected committee of
inspection representing creditors of the companies in liquidation. The committee
comprises representatives of the following creditors:
National Australia Bank Limited
Downer EDI Limited
JPMorgan Trust Australia Limited, as Trustee for the Noteholders
The Liquidators acknowledge the contribution and assistance of those creditors
serving on the committee, to the liquidation.
Noteholders
Noteholders in GGL are treated as unsecured creditors of the company in that their
claims rank alongside other unsecured creditors in the liquidation and ahead of the
claims of shareholders. Noteholders are represented by the Trustee, JPMorgan Trust
Australia Limited. The Liquidators have received advice that the Trustee represents all
Noteholders pursuant to the Unsecured Subordinated Trust Deed dated 15 May 2002
and that individual Noteholders should not lodge their own claims. The Trustee lodged
a proof of debt on behalf of all Noteholders for $40.9 million on 7 January 2004.
Sales of shares
I refer to Ascent Capital’s offer to purchase shares of existing shareholders for a
nominal value, as disclosed in our circular dated 24 June 2005. I note the this offer
remains open, but the relevant contact to effect such sales has changed to Allison
Roach of Emerald Corporation, who can be contacted on 08 9420 9600 by any
interested parties. Shareholders should consider their own circumstances when
evaluating any offers. The Liquidators do not express any opinion in relation to any
offers to acquire GGL shares.
*******
For further information in the future, creditors and shareholders should refer to our
website at www.mcgrathnicol.com.au or www.gympiegold.com.au.
Should creditors or shareholders require any further clarification, please contact any of
Christian Logue, Ben Ryan or Nick Lawry of this office.
Dated 5 October 2005

M C Smith
Liquidator

J D Hayes
Liquidator
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