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Form 59
Rule 29.02(1)

AFFIDAVIT

No. VID 491 of 2017
Federal Couft of Australia

District Registry: Victoria

Division: Corporations

IN THE MATTER OF ONESTEEL MANUFACTURING PTY LIMITED (SUBJEGT TO DEED
OF COMPANY ARRANGEMENT)

ACN 004 651 325

ALLEASING PTY LIMITED ACN OO8 655 025

Plaintiff

oNESTEEL MANUFACTURTNG pTy L|M|TED (SUBJECT TO DEED OF COMPANY
ARRANGEMENT) ACN 004 651 325

Defendant

Affidavit of:

Address:

Occupation

Date:

Justin Taede Vaatstra

Level 21 333 Collins Street Melbourne

Solicitor

17 May 2017

IJUSTIN TAEDE VAATSTRA of Level 21,333 Collins Street, Melbourne, in the State of

Victoria, Solicitor, SAY ON OATH:

I am a partner of Arnold Bloch Leibler, the lawyers for the Defendant (OneSteel) and

for Mark Mentha, Cassandra Mathews, Martin Madden and Bryan Webster, the deed

administrators of OneSteel (the Deed Administrators).

I have the care and conduct of this proceeding on behalf of OneSteel and the Deed

Administrators.
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Filed on behalf of: OneSteel Manufacturing Pty Limited (Subject to Deed of Company
Arrangement)ACN 004 651 325, Defendant
Prepared by: Leon Zwier / Justin Vaatstra Ref: 011902507
Law firm: ARNOLD BLOCH LEIBLER
Tel: 9229 9999 Fax: 9229 9900 DX 38455 Melbourne
Email: lzwier@abl. com. au / ivaatstra@abl.com.au
Address for service: Level 21, 333 Collins Street, Melbourne, VIC 3000

ABL/5795502v2
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3 Except where I otherwise indicate, I make this affidavit from my own knowledge,

Where I depose to matters from information and belief, I believe those matters to be

true.

OneSteel and the Arrium Group

OneSteel is a member of the group of companies whose parent company is Arrium

Limited (the Arrium Group).

On 7 April 2016, OneSteel, along with 93 other members of the Arrium Group,

including Arrium Limited, entered voluntary administration (the Arrium Group

Companies).

On 12 April 2016, the original Arrium Group administrators resigned and the Deed

Administrators were appointed as administrators of the Arrium Group, including

OneSteel, pursuant to an order of the Federal Court of Australia.

On 4 November 2016, OneSteel executed a deed of company arrangement

(the DOCA) and the Deed Administrators were appointed as deed administrators of

the DOCA. The purposes and objects of the DOCA are stated at clause 1 and

include:

(a) maximising the chances of the Arrium Group Companies, or as many of them

as possible, continuing in existence;

(b) maximising the chances of a sale and recapitalisation of the Arrium Group

Companies, or as many of them as possible; and

(c) providing a better return to Arrium Group Creditors of the Arrium Group

Companies as a whole than would result from an immediate winding up of

those companies.

The DOCA forms part of a network of other inter-related deeds of company

arrangement for each of the Arrium Group Companies, under which the Deed

Administrators intend to realise the value of the Arrium Group and "aggregate" the

proceeds of that realisation for distribution to all creditors of the Arrium Group,

instead of conducting separate realisations and distributions for each of the Arrium

Group Companies.
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The Sale Process

Since their appointment as administrators and subsequent appointment as Deed

Administrators of OneSteel, the Deed Administrators have been working to maximise

the return to the Arrium Group's creditors by:

(a) restructuring the Arrium Group to maximise its sale value;

selling the Arrium Group's assets in order to create a fund for distribution to

the Arrium Group's creditors;

in accordance with the purposes and objects of the DOCA.

The Deed Administrators are in the process of negotiating with potential purchasers

for the sale of the Arrium Group's mining, steel production and steel distribution and

steel recycling business (the Arrium Australia Business). The sale is proposed to

be by way of a sale of the shares in certain Arrium Group Companies, including

OneSteel.

11 I am informed by the Deed Administrators, and believe, that

(a) the Arrium Australia Business employs more than 6,000 people across

Australia and has more than 30,000 suppliers and 30,000 customers;

the sale process for the Arrium Australia Business has advanced to the stage

where prospective purchasers have submitted indicative bids for the business;

10

(b)

(b)

(c)

(e)

the Deed Administrators have commenced detailed negotiations with selected

bidders in order to secure a sale of the Arrium Australia Business at as high a

price as possible;

(d) the sale negotiations are complex due to the size and diversity of the Arrium

Australia Business, which includes mining, steelmaking, steel distribution, and

steel recycling businesses across Australia;

the negotiations have involved both the South Australian and the

Commonwealth Governments, due to the Arrium Group's importance as a

large employer and domestic steel maker;

T
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(f) the selected bidders have been asked to submit binding final bids by the end

of May 2017, with the intention that a sale contract will be entered into, with

final completion occurring by no later than 30 June 2017.

The settlement, need for urgent determination and the interests of unsecured

creditors of the Arrium Group

As set out in the affidavit accompanying the plaintiff's (Alleasing) application, by

reason of Alleasing's appeal, the dispute regarding ownership of the Crusher has not

been resolved, and is unlikely to be finally resolved before the selected bidders

submit their final bids,

12

13 I am informed by the Deed Administrators, and believe, that

(a) based on feedback received from potential bidders, the Deed Administrators

took the view that the dispute regarding the Crusher wes causing uncertainty

in the sale process, particularly because Alleasing is seeking orders requiring

OneSteel to deliver up the Crusher to Alleasing;

(b) the Crusher:

(i) is a critical piece of infrastructure at the lron Knob mine and is in

constant use;

(ii) is the only crushing equipment at the lron Knob mine;

(i¡¡) could not be readily replaced, if at all, if OneSteel was required to

deliver up the Crusher to Alleasing;

(c) although OneSteel is, as a result of the NSW Supreme Court proceedings, the

owner of the Crusher and no longer liable for rental payments for the Crusher,

potential bidders for OneSteel and the Arrium Australia Business have not

been prepared to recognise the associated increase in the value of OneSteel

(due to the increase in its assets and reduction in its liabilities) because of the

uncertainty as to whether Alleasing's appeal would be successful;

the Deed Administrators concluded that the most certain way of obtaining

value for the result of the Supreme Court proceedings would be to negotiate a

settlement with Alleasing under which the Crusher would be re-transferred to

(d)

\
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Alleasing in return for a new lease at a reduced rent and containing an option

for OneSteel to increase the term of the lease period;

(e) entering into the Settlement Deed was likely to be in the best interests of the

Arrium Group's creditors because it would be likely to increase the amount

bidders were prepared to pay for OneSteel, due to:

(i) the certainty that the Crusher would not be repossessed by Alleasing

and therefore that the lron Knob mining operations would continue as

normal;

(ii) the reduced rent payable for the Crusher; and

(iii) the ability of OneSteel to extend the term of the lease without any
increase in the rent payable;

it is a crucial part of the Deed Administrators' settlement strategy that the

settlement be finalised in advance of the deadline for the selected bidders to

submit their final bids, so that the value of the settlement can be reflected in

any final bids.

Accordingly, OneSteel respectfully requests that the Court hear and determine

Alleasing's application urgently and, if possible, prior to the end of May 2017 when

selected bidders have been asked to submit binding final bids.

Previous orders in relation to OneSteel

15 This Honourable Court has previously made orders on 22 July 2016 pursuant to

section 558FM of the Corporations Acf 2001 (Clh) extending the time for Export

Finance and lnsurance Corporation (EFIC) to register a security interest over ceftain

assets of OneSteel that included the Crusher the subject of Alleasing's application.

I am informed by the Deed Administrators and believe that EFIC has agreed (by a

separate agreement) to the relief being sought by Alleasing in its Originating Process

dated 15 May 2017 .

(f)

14

16

Non Publication Order

OneSteel seeks an order under section 37AF of the Federal Cou¡f of Australia Act

1976 (Cth) that, subject to any further order made on the application of a person

interested in this proceeding, the Settlement Deed and New Lease annexed thereto

\,1
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dated 9 May 2017 (Settlement Deed) a copy of which is Exhibit "DB-2" to the

Affidavit of Daniel Blizzard filed in this proceeding be marked "confidential", remain

confidential on the Court file and not be published or accessed except pursuant to an

order of the Court.

Clause I of the Settlement Deed requires the parties to keep the Settlement Deed

and its terms confidential,

The Settlement Deed sets out the terms of a confidential commercial compromise

negotiated between OneSteel, the Deed Administrators and Alleasing in respect of

Alleasing's appeal. I am informed by the Deed Administrators that they request that

the terms of the Settlement Deed be kept confidential because the terms of the

settlement might othenruise be accessed by other security holders in similar situations

who may then seek to use the information about the nature and extent of the

compromise for their own purposes in negotiating arrangements with the Deed

Administrators.

Further, I am informed by the Deed Administrators that the terms of the Settlement

Deed affect the financial position of OneSteel, one of the Arrium Group Companies

that carries the Arrium Australia Business which is the subject of the current sale

process. Such specific information is only made available to bidders for the Arrium

Australia Business who have entered into confidentiality arrangements.

20

SWORN by the deponent
At 333 Collins Street Melbourne
in Victoria
on 17 May 2017

Before me:

Signature of

sig deponent

)

)

)

)

)

n

t:i*l\NOH DIANA BISHOP
Amold Blocfr Lelrler

Level 21, 333 Collins Stræt, llrlbourno 3ffi0
An Australian Legal Præ{./doner

within the meanlrp *tltc
Legal Profession Uniform tart (Vft¡toda)


