
The information contained in these slides is prepared for general information only and is 

not intended to be a full analysis of the points discussed. The contents of these slides are 

also not intended to constitute, and should not be taken as, advice by the Deed 

Administrators. If you are in any doubt about any of the contents of these slides or as to 

the action you should take, you should seek independent professional advice.
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Alita shareholder information session

Introduction and purpose of session

The Deed Administrators have convened this information 

session to assist shareholders to: 

a. Fully understand the implications of the DoCA, the 

section 444GA application, its process and their 

rights and interests; as well as 

b. Provide a platform for them to state their views, 

concerns and objection collectively (if any) to the 

Court through the Deed Administrators. 

To allow for accurate reporting to the Court of the 

conduct of the information session, we are taking a 

recording.
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Alita shareholder information session

Agenda

01 Overview of Australian insolvency regime

02 Overview of Alita Administration

03
Overview of CHEL Deed of Company 

Arrangement

04 Overview of 444GA application

05 Summary of frequently asked questions

06 Shareholders questions and answers.
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1. Overview of Australian insolvency regime
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Objective

A voluntary administrator is appointed by a company’s directors when they form the view that a company is 

insolvent or likely to become insolvent. 

1. Overview of Australian insolvency regime

Voluntary administration overview 

• Maximise the chance of the company, or as much as possible of its business, continuing in 

existence, or

• If that is not possible, aims to deliver a better return for creditors and members than would 

result from an immediate winding up.

Effect

• Voluntary administrator acts as agent of the company and takes control of the company’s 

business, property and affairs, Directors’ powers are suspended.

• Administrator is personally liable for costs and expenses incurred while trading the business.  
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A voluntary administrator will administer the affairs of a company to maximise the outcome to stakeholders.

1. Overview of Australian insolvency regime

Voluntary administration overview 

Outcome

• Creditors vote to decide the fate of a company, with three possible outcomes:

1. Administration ends and control reverts to the company’s directors.

2. Execution of a Deed of Company Arrangement (‘DoCA’), allowing the company to continue in 

existence under agreed terms with creditors (restructure tool for companies with a viable 

underlying business).

3. Liquidation.

Duties

• Voluntary administrator's role is to investigate the company’s business, property and affairs 

and to form a view as to what course of action is in the best interests of creditors.
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The voluntary administration timeframe allows a quick resolution of issues balanced against the need to provide 

stakeholders with time to receive relevant information. The Court granted a circa two month extension to allow 

additional time to investigate Alita’s affairs and run a sale/recapitalisation process.

1. Overview of Australian insolvency regime

Voluntary administration: timeline

Appointment of Administrator

Within eight business days of 

appointment

Investigations

Within 25 or 30 business days 

of appointment*

Outcome of meeting

At least five business days notice is 

required. The report by administrator 

to accompany notice under IPR 

75-225. *Can be extended by the 

Court or creditors. 

Administrator appointed by the Board

First Meeting of Creditors

Committee of inspection

If desired

Replacement of Administrator

If desired

Investigate company’s affairs

Second Meeting of Creditors

Voting is by majority in number and value on a poll. 

Secured creditor may vote in respect of whole debt, 

without forfeiting security. Chairperson has casting vote.

Deed of Company 

Arrangement

Administration should 

end
Liquidation

*Can be extended by the Court or creditors. 
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In voluntary administration, there are two potential options for transacting a company’s assets to realise funds to 

repay creditors: (1) Share sale or (2) Asset sale. These sales may be achieved through a DoCA or liquidation.

1. Overview of Australian insolvency regime

Asset sale(s)

• Does not require creditor or shareholder 

approval.

• May not be preferred due to type of assets held 

by the company.

Share sale

• Share sale is a straightforward process. 

• Relatively low cost.

• Requires approval from creditors, regulators and 

Court approval (444GA).
Transactions
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One of the outcomes of a voluntary administration is a DoCA. A DoCA is a binding arrangement between a company 

and its creditors governing how its affairs will be dealt with.

1. Overview of Australian insolvency regime

Deed of Company Arrangement 

Objective • To provide an agreement binding the company and its creditors.

Effect • Allows the Company to continue in existence under agreed terms with creditors.

Duties

• The role and powers of the Deed Administrator are prescribed by the terms of the DoCA. 

• Key tasks for the Deed Administrator include:

− Collection and realisation of deed property.

− Adjudication and payment of creditor claims.

Outcome

• As proposed by the proponents of the DoCA but must provide a better return than a liquidation 

scenario.

• A DoCA is binding on all unsecured creditors, although secured creditors are only bound by a 

DoCA if they vote in favour of the DoCA, and if the terms of the DoCA purports to affect their 

rights.
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Under Australian law, shareholders are only entitled to any residual value in an insolvent company once all other 

priorities have been paid in full.

Priority ‘waterfall’

• Under sections 556 and 563A of the Corporations Act 

(‘Act’), payments are made in full to each class before 

the next class in the following order of priority:

1. Costs of administration

2. Administrators’ remuneration

3. Secured creditors (from non-circulating assets)

4. Employees (from circulating assets)

5. Unsecured creditors

6. Interest on creditors’ claims

7. Shareholders.

1. Overview of Australian insolvency regime

Order of payment

Each priority must be 

paid IN FULL before 

the next class receives 

any payment.
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1. Overview of Australian insolvency regime

Shareholders

Shareholders and voluntary administration

• Shareholder rights are dictated by the Act in Voluntary Administration:

− Shareholders do not get to vote on the future of the company. 

− A voluntary administrator is not required to report to shareholders on the progress or outcome of the voluntary 

administration (although we have published our reports to creditors). 

− Shareholders are bound by a DoCA approved by creditors. 

− The deed administrator may transfer shares in the company with the written consent of the shareholder or 

(relevantly in the present case) with the court’s permission (i.e. section 444GA application). 

Why?

• A limited liability company protects shareholders from the company’s liabilities to creditors. 

• There are insufficient assets available to repay creditors in full.

• Administration is the mechanism to repay creditors.

• The administrator therefore is responsible to creditors on the administration of the company and its assets.

With insolvency, the economic interest in a company has shifted from shareholders to creditors.  

The accounting equation: Equity = Assets – Liabilities 

When liabilities are greater than assets, equity is negative.
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2. Alita Administration overview
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Alita is an Australian company, incorporated in Australia and governed by Australian law. It is dual listed on ASX and 

SGX. The trading entities are likewise incorporated in Australia.

2. Alita Administration overview

Group structure

Alita Resources Limited

ACN: 147 393 735

ABN: 54 147 393 735

ASX/SGX: A40; 40F

Lithco No.2 Pty Ltd

ABN: 48 612 726 922

Tawana Resources NL

ACN: 085 166 721

ABN: 69 085 166 721

Tawana Gold Pty Ltd
ABN: 17 609 255 576

Waba Holdings Pty Ltd

ACN: 156 142 951

Archean Liberia, Inc
Tawana Resources SA 

Pty Ltd

Alliance Mineral Assets 

Exploration Pty Ltd 

ABN: 50 627 162 314

Cowan Lithium Limited

ABN: 33 625 128 770

100%

100% 100%

100%

100% 100% 15%100%

Australia

Liberia

South Africa 

Tribeca/Galaxy Security and subject to Receivers and managers appointment

Voluntary administration appointment
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Voluntary Administration

• On 28 August 2019, the Board of the Alita group formed the view that the 

company was insolvent or likely to become insolvent.

• The board resolved that Richard Tucker and John Bumbak be appointed 

Voluntary Administrators of the following companies in the Alita Group 

(together with three dormant subsidiaries):

− Alita Resources Limited (formerly Alliance Mineral Assets Limited)

− Lithco No.2 Pty Ltd

− Tawana Resources Pty Ltd.

Receivers and Managers

• Martin Jones, Matthew Woods and Andrew Smith of KPMG were 

subsequently appointed by Galaxy Resources, the secured creditor, as 

Receivers and Managers of each company in the Group on 

29 August 2019. 

• For the period of their appointment, the Receivers and Managers 

controlled the Group’s operations and assets.

• The Receivers and Managers subsequently retired on 29 November 2019. 

2. Alita Administration overview

Appointment overview
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2. Alita Administration overview

Alita Administration timeline

1

Fortnight commencing 28/8 11/9 25/9 9/10 23/10 6/11 20/11 4/12 18/12 1/1 15/1 29/1 12/2 26/2 11/3 25/3

Trading considerations

Trading

Statutory

First meeting of creditors

Investigations

Voluntary administrator’s report 

Second meeting of creditors* 

Sale process

Sale preparation

Sale campaign

Indicative bids 

Binding bids

Execution

Completion 

* Court orders received to extend the convening period from 25 September to 11 December 2019

Key:

Administrators

Receiver and Manager
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Alita faced significant financial difficulties during 2019 caused by declining lithium prices and high recurring 

operating costs associated with the mining contractor agreements – these difficulties are detailed in the Report to 

Creditors dated 9 December 2019, and summarised in the Expert Report.

2. Alita Administration overview

Timeline before administration
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75% decline in share price
Alita shares fell from $0.33 on 5 December 2018 to $0.082 on 9 August 2019
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Alita closing cash 

Closing cash Closing cash (ex funding)

At the date of our appointment, Alita had AUD 13.9 million in cash and estimated creditors totalled c. AUD 103 

million – this includes Galaxy debt at c. AUD 46.2 million, and c. AUD 53.6 million unsecured claims from 

contractors, trade creditors, financial and statutory liabilities.

2. Alita Administration Overview

Creditor position, cash position, spodumene price
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Spodumene price (6% Li2O) Offtake floor price

Alleged force majeure

Net $13.3 m drawdown Net $5.7 m drawdown

$22.5 m equity
$10 m equity

Alleged force majeure

53.6 
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Alita creditors at 28 August 2019

Unsecured - creditors Employees Secured
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• Under the Act, we are required to investigate the 

Group’s business, property, affairs and financial 

circumstances.

• Our investigations focused on the following matters:

− Any possible recovery actions that would be 

available to a liquidator, if creditors resolve to 

place any or all of the companies in the Group into 

liquidation. 

− Breaches of duty or other offences under the Act 

by the Directors. 

− The impact of the Offtake Agreements, JBJ taking 

shipments in accordance with those Offtake 

Agreements, and the force majeure notice.

• No material (in the context of the administration) 

recovery actions would be available in a liquidation 

scenario.

• Details of our investigations are in the report to 

creditors dated 9 December 2019.

2. Alita Administration overview

Investigations: Overview
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2. Alita Administration overview

Investigations: Events leading up to Administration

Delay of shipments to JBJ

• Sourcing new offtake agreements 

and/or spot sales can take weeks or 

months to secure.

• Demand for lithium from customers 

was/is weak.

01
Fixed operating cost structure

• Alita operated a contractor model.

• Alita incurred c. $20 million of 

expenses each month.

• Contracts had termination payments 

of c. $11 million.

03

02

Complex listing requirements

• The SGX requires a comprehensive 

process for capital raisings. 

• This process is:

− Costly

− Requires extensive time

− Uncertain outcome.

04
Material fall in Lithium spodumene 

concentrate prices

• Reduces sales revenue, spot prices 

were materially below cost of mining.

• Reduces value of inventory.
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• JBJ stopped taking shipments in accordance with the offtake agreements from 23 May 2019, although this was 

not apparent to the Group at the time.

• The Board implemented several initiatives around solvency, including:

− Negotiating standstills with the secured creditor and key suppliers

− Deferring non-critical capital expenditure

− Seeking specialised advice from professional advisors. 

• However, without JBJ taking shipments in accordance with the terms of the offtake agreements, the Group was 

placed into a position where it could not:

− Afford to keep producing under the existing cost structure for any material period

− Adjust its cost structure readily or quickly

− Sell product into an alternative market at a price and volume sufficient to maintain operations

− Terminate contracts and pay termination/demobilisation costs as well as the secured debt.

2. Alita Administration overview

Investigations: Options available once JBJ stopped taking shipments
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Stage 1

• Expressions of interest sought to 

either purchase the assets of the 

Companies or to recapitalise the 

Companies.

• Announcements made on ASX/SGX on 

8 October 2019.

• Over 20 parties provided expressions 

of interest and 14 confidentiality 

agreements were signed. Interested 

parties were international and 

included lithium miners, diversified 

miners and financiers.

• We provided access to an online data 

room with more than 10,000 

documents and facilitated site tours 

for multiple interested parties.

• We engaged with interested parties 

and their advisors including lawyers, 

accountants, consultants and 

investment banks.

Stage 2

• We received and negotiated two DoCA 

proposals from interested parties:

− Galaxy

− CHEL/Liatam.

• The Galaxy proposal did not provide for 

a meaningful return for the majority in 

value of creditors (and also required a 

s. 444GA application).

• The CHEL/Liatam DoCA proposal 

required the repayment of Galaxy’s 

secured debt and we facilitated this 

repayment as the DoCA proposal 

provides for a superior return to most 

classes of creditors.

• The Receivers and Managers were 

retired following repayment of Galaxy’s 

secured debt.

Outcome

• We did not select Galaxy as the 

preferred DoCA proponent, and the 

proposal subsequently lapsed.

• We recommended creditors vote to 

accept the proposed CHEL/Liatam

DoCA.

2. Alita Administration overview

Sale process: timetable
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CHEL Loan facility

• Following Court approval, the Administrators entered into a loan agreement with CHEL on 28 November 2019.

• The Administrators drew down USD 32.56 million on 29 November 2019 to repay Galaxy in full. 

Benefits

• Without repayment of the Galaxy facility, the superior CHEL/Liatam proposal could not have been put to creditors.

• An improved rate of 5% as compared to the variable interest rate under the Galaxy Facility of c. 14% to 16%.

• A reduction in costs as a result of the retirement of the Receivers and Managers.

2. Alita Administration overview

DoCA comparison – neither proposal would have resulted in a return to shareholders

Proponent Galaxy CHEL/Liatam

Outcome to employees (Class A) 100c/$ 100c/$

Outcome to creditors owed <$10,000 (Class D) 69c/$ Up to 100c/$

Outcome to creditors owed $10,000 to $49,999 (Class E) 69c/$ Up to 10c/$

Outcome to creditors owed >$50,000 (Class E) 2–3c/$ Up to 10c/$

Outcome to supporting creditors (Class C) 2–3c/$ Estimated c. 10c/$ to 37c/$
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3. Overview of CHEL Deed of Company Arrangement
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The total consideration for the CHEL/Liatam DoCA is c. AUD 68 million and unsecured creditors will still face a 

shortfall of c. AUD 39 million. 

Key features

• Employees have been paid out in full.

• Establishment of two creditors’ trusts to pay creditors (see table below for payments).

• Conditional upon, among other things:

− Approval of the section 444GA application

− Receipt of approval from FIRB.

3. CHEL/Liatam DoCA

Key features

Creditor 

class Comprises

Claims amount 

($)

Creditor 

count

Available funds 

($)

Est. return 

(c/$)

A Employee entitlements - - - -

B Shire of Coolgardie 322,932 1 322,932 100

C Participating creditors 31,184,875 4 11,538,404 c. 10 to 37

D Unsecured creditors owed less than $10,000 336,879 120 336,879 100

E Other creditors owed more than $10,000 21,742,081 93 2,174,208 10

Total 53,586,767 218 14,249,491 
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3. CHEL/Liatam DoCA

Process overview

The DoCA proposal 

approved by creditors at 

the Second Meetings of 

Creditors – completed 

17 December 2019.

DoCA executed by the 

Administrators on 

behalf of the Companies 

– completed 

17 December 2019.

The Creditors’ Trusts are 

formed when the trust 

funds are received. The 

Administrators become 

Trustees of the Trusts. 

Cash Trust formed, 

Stockpile Trust to be 

formed.

Unsecured creditors 

claims against the 

Companies are 

extinguished and they 

become beneficiaries of 

the Trusts. Cash trust 

claims extinguished.

A distribution will be 

made to beneficiaries 

following adjudication 

by the Trustees on all 

claims submitted by 

creditors.

01 02 03 04

05 06 07
Shares in Alita will be 

transferred to Liatam, 

subject to approval of 

the application pursuant 

to section 444GA of the 

Act.

The Deed 

Administrators lodge an 

application pursuant to 

section 444GA of the 

Act to transfer the 

shares in Alita to 

Liatam.
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4. Overview of 444GA application
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444GA overview

• Section 444GA of the Act empowers a deed administrator as part of a DoCA to transfer shares either with the 

written consent of the owners of the shares or (relevantly in the present case) where the Court grants leave.

• A shareholder of the Company has the right to oppose a Court application for leave. 

• The Court may only grant leave under section 444GA if it is satisfied that the transfer would not ‘unfairly prejudice’ 

the interests of the shareholders.

• Section 444GA was designed to allow effectuation of transactions for the benefit of creditors, without stakeholders 

who are ‘out of the money’ being able to interfere.  

• Shareholders are protected through their ability to oppose the application in Court, although they will need to 

demonstrate unfair prejudice.

Examples of section 444GA applications approved by the Court

• Ten Network Holdings – Australian television network formerly listed on the ASX. 

• Black Oak Minerals – Australian gold and silver miner formerly listed on the ASX.

• Paladin – Uranium miner listed on the ASX.

• Nexus Energy – Australian oil and gas exploration and production company formerly listed on the ASX.

4. Overview of 444GA application

Overview
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CHEL/Liatam DoCA

• The DoCA requires the transfer of all of the issued shares in the Company to the DoCA Proponent with no 

consideration being paid to the existing shareholders.

• Leave has been sought from the Court by the Deed Administrators under section 444GA of the Corporations Act to 

enable that transfer to occur.

Shareholders

• If orders are made:

− All of the shares in Alita will be transferred to the DoCA Proponent, or their nominee

− Alita’s shareholders will not receive any consideration.

4. Overview of 444GA application

Effect of 444GA application
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4. Overview of 444GA application

Timetable

Key step Estimated completion date

DoCA approved at second creditors meeting 17 December 2019

Application to Court for section 444GA leave 19 December 2019

Draft Expert’s Report and Explanatory Statement provided to ASIC 23 December 2019

Public announcement for section 444GA Court application placed into national papers 2 January 2020

ASIC consents to Report and Explanatory Statement being provided to Alita shareholders 10 January 2020

Explanatory statement (including Expert’s Report) published 14 January 2020

Deadline for ASX shareholders to participate in the section 444GA Court proceedings to enter an 

appearance

4.00 pm on 29 January 2020

Directions Hearing 9.30 am on 30 January 2020

Deadline for SGX shareholders to participate in the section 444GA Court proceedings to enter an 

appearance
4.00 pm on 6 February 2020

Final Hearing 2.15 pm on 4 March 2020

Court decision Circa 4 March 2020

Transfer of shares (if Court makes orders under section 444GA), and other conditions precedent 

satisfied, effectuation of the Approved DoCA
On or around 9 March 2020
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We engaged independent valuation and technical advisors to provide a valuation for the purposes of benchmarking 

liquidation for creditors and for the purposes of the section 444GA application.

Expert Report

• Deloitte and SRK Consulting were engaged to provide technical valuations of the Group’s mineral assets, including 

tenements, plant and equipment, and inventory. 

• KordaMentha has prepared the Expert Report for the purpose of the section 444GA application based on the 

independent technical valuations.

• The Expert Report provides a valuation of the Company’s shares to assist the Court in the section 444GA 

application. 

• There is a deficiency of assets against liabilities in any liquidation scenario (i.e. negative equity). The below table 

does not include unsecured creditor’s claims (circa 18 million) which have already been compromised by the DoCA 

and transferred to the Cash Trust Creditors’ Trust.

• Consequently, the Company’s shares in a liquidation scenario have nil value.  

4. Overview of 444GA application

Expert report and independent valuation

$ million Low High Preferred 

Total assets 43.24 69.61 56.33

Total indebtedness (110.66) (86.86) (96.16)

(Deficiency) (67.42) (17.25) (39.83)
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Total Indebtedness excludes unsecured creditor claims of circa $AUD 18 million already compromised by the DoCA 

and transferred into the Cash Trust Creditors’ Trust 

4. Overview of 444GA application

Summary of Total Indebtedness

Liability ($ million) Low High Adopted

Administrators’ loan 60.02 60.02 60.02

Liquidators’ remuneration and disbursements 2.12 2.12 2.12

Trading/care and maintenance costs 1.59 1.59 1.59

Employee entitlements 0.43 0.43 0.43

Unsecured creditor claims 46.50 22.70 32.00

Total Indebtedness 110.66 86.86 96.16
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The independent advisors valued Alita’s two main assets 

1. the mine and mineral reserves and resources at AUD 32.8 million 

2. the spodumene (lithium) and tantalum stockpiles at AUD 19.2 million.

4. Overview of 444GA application

Summary of the valuation of the Group’s assets

Bald Hill Mine and mineral reserves and resources

• Valued on a fair market value basis assuming a going concern. 

• A discount to the value of the Group’s assets for a forced sale scenario has not been applied and would only reduce the value of

the assets further.

Discounted cash flow

• Discounted cash flow valuation methodology resulted in a value range of ($128.40) million to $21.20 million, depending on the

assumptions adopted. Under Deloitte’s preferred assumptions, the DCF valuation range was between ($61.40) million and 

($52.30) million, with a mid point of ($56.80) million.

Adopted approach

• Valuation methodology was as follows, with valuation range shown:

Asset – ($ Million) Low High Preferred

Bald Hill Project 11.2 18.9 15

Residual Resources 11.1 18.7 14.9

Exploration assets 1.1 4.8 2.9

Total 23.4 42.4 32.8
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The independent advisors valued Alita’s two main assets 

1. the mine and mineral reserves and resources at AUD 32.8 million 

2. the spodumene (lithium) and tantalum stockpiles at AUD 19.2 million.

4. Overview of 444GA application

Summary of the valuation of the Group’s assets

Stockpile

• A net realisable value approach was adopted in determining the fair market value of the spodumene stockpile. 

AUD million Low High Preferred

Spodumene 14.0 18.0 16.0 

Tantalum 2.3 4.1 3.2 

Total 16.3 22.1 19.2 

NRV assumptions

Lithium spodumene (6%) 

stockpile Tantalum stockpiles

• Moisture discount of 1.5%

• Price of AUD644 to AUD809 

per dmt CIF

• Freight cost USD35 per dmt

• Haulage of AUD35 per dmt

• Shipping and port costs of 

AUD 15-20 per dmt

• Royalty of 5%.

• Moisture discount of 

0.01 to 10%

• Price of AUD 74 to USD 80 

per pound

• Processing costs of 

$1,537/t at low end of the 

valuation range

• Royalty of 5%.



Page 34

Recommend you should seek independent legal advice before making a decision on whether to take any action in 

relation to the section 444GA application.

Appearance

• If you wish to appear in Court to oppose the section 444GA application, you must file with the Court and serve on 

us an appearance, in the prescribed form.  

• The appearance is a simple document that contains the person’s address and service details (including whether 

they are legally represented). 

• It puts the Court and the Deed Administrators on notice that a person wishes to participate in the Final Hearing.  

• The person does not need to provide substantive submissions and affidavit evidence at the time of entering an 

appearance (a timetable for filing substantive submissions may be set down at the next directions hearing).  

• The current deadlines for filing an appearance are:

− ASX shareholders – 4.00 pm on 29 January 2020

− SGX shareholders – 4.00 pm on 6 February 2020.

• Our address for service is:

c/- King & Wood Mallesons, 250 St Georges Terrace, Perth, WA 6000 (attention: Sam Dundas) or 

Sam.Dundas@au.kwm.com.   

4. Overview of 444GA application

Shareholder participation - appearance

mailto:Sam.Dundas@au.kwm.com
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Objection

• If you do not wish to appear in Court, but have 

concerns or objections in relation to the section 

444GA application, you have the right to provide the 

Deed Administrators with your views.  

• The Deed Administrators will notify the Court of any 

submissions they receive from shareholders.  

• If you wish the Deed Administrators to provide your 

views to the Court in this manner, please do so in 

writing by emailing alita@kordamentha.com no later 

than five Business Days before the Final Hearing so 

that the Deed Administrators have time to notify the 

Court (i.e. by 24 February 2020). 

• Your submissions should include details of the 

substantive basis for your concerns or objections. 

4. Overview of 444GA application

Shareholder participation – objections 

mailto:alita@kordamentha.com
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5. Frequently asked questions
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6. Questions and answers
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• Shareholders present at Suntec:

− If you wish to ask a question, please come up to the podium and hold the second microphone.

− If you have a question, please identify yourself.

• Shareholders participating via webinar:

− If you wish to ask a question, please unmute your microphone.

− If you have a question, please identify yourself.

• With respect to everyone’s time, and recognising there has been significant duplication in questions received, 

we will not address each individual question, but will answer in aggregate.

Questions



kordamentha.com


