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@ Begbies Traynor

Peter Sargent and Julian Pitts were appointed as |oint
admmistrators on 13 May 2011

The affairs, business and property of the Company are being
managed by the joint administrators, who act as the Company's
agents and without personal habtlity

Harlow and Milner Limited (In Administration)

"

Statement of proposals of the joint administrators for achieving
the purpose of the administration pursuant to Paragraph 49 of
Schedule B1 to the Insolvency Act 1986 and Rule 2.33 of the
Insolvency Rules 1986




Important Notice

The joint administrators’ statement of proposals has been produced for the sole purpose of
advising creditors pursuant to the provisions of the Insolvency Act 1986 The report s private
and confidential and may not be relied upon, referred to, reproduced or quoted from, in whole
or in part, by creditors for any purpose other than this report to them, or by any other person
for any purpose whatsoever Any estmated ocutcomes for creditors included in these
proposals are illustrative only and cannot be relled upon as guidance as to the actual
outcomes for creditors
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1. INTERPRETATION

Expression

“the Company”

“the administration”

“the administrators”

“the Act”
“the Rules”

“secured creditor” and
“unsecured creditor”

u ntyl

“preferential creditor”

Meaning

Hariow and Miner Lmited (En Administration)

The appointment of administrators under Schedule B1 of the Insolvency Act
1986 on 13 May 2011

Peter Sargent of Begbies Traynor {Central) LLP, 38 Clare Road, Halfax, HX1
2HX

and

Julan Pitts of Begbies Traynor (Central) LLP, Glendevon House, Hawthom
Park, Coal Road, Leeds, L514 1PQ

The Insolvency Act 1986 (as amended})
The Insolvency Rules 1986 (as amended)

Secured creditor, In relation to a company, means a creditor of the company
who holds in respect of his debt a secunty over property of the company, and
“unsecured creditor” is to be read accordingly (Section 248(1)(a) of the Act)

()] In relation to England and Wales, any mortgage, charge, lien or other
secunty (Section 248(1)(b}(1) of the Act), and

() In relation to Scotland, any secunty (whether hertable or moveable}, any
floating charge and any nght of fien or preference and any nght of
retention (other than a nght of compensation or set off) {Section
248(1)(b)(r) of the Act)

Any creditor of the Company whose clam 1s preferential within Sections 386,
387 and Schedule 6 to the Insolvency Act 1986




2. STATUTORY INFORMATION

Name of Company

Trading name(s)

Date of Incorporation

Company registered number

Company registered office

Former registered office

Trading address(es)

{(or aftach a separate sheet if more than
one}

Pnncipal business activities

Directors and detals of shares held in
the Company (if any)

Company Secretary and details of the
shares held in Company (f any)

Auditors

Share capital

Shareholders

Harlow and Milner Limited

As above

10 August 1937

00330619

36 Clare Road, Halifax, HX1 2HX

Tndent House, Milner Way, Ossett, Wakefield, WF5 SJE

Tndent House, Milner Way, Ossett, WF5 9JE

Construction & Cwvil Engineenng

Name Shareholding
Richard Milner 47520
John Allsop Nil
Name: Shareholding
Philip Brock Nit
Jollifie Cork LLP

50020 ordinary £1 shares

Richard Milner
John Milner (deceased)

3. DETAILS OF APPOINTMENT OF
ADMINISTRATORS

Names of the administrators

Date of administrators’ appointment
Date of administrators’ resignation

Court

Peter Sargent, a Licensed Insolvency Pracitioner of Begbies
Traynor {Central) LLP, 36 Clare Road, Halifax, HX1 2HX

and

Julan Pitts, a Licensed insolvency Practtioner of Begbies Traynor
(Central) LLP, G lendevon House, Hawthom Park, Coal Road,
Leeds, LS514 1PQ

13 May 2011
N/A

High Court of Justice, Chancery Division, Leeds Distnct Registry




Court Case Number
Person(s) making appointment /
application

Acts of the administrators

EC Regulation on Insolvency
Proceedings

632 of 2011
Richard Miner, Ashwood House, 256 Brandy Cam Road,
Wakefield, WF2 ORE (director of the company)

The administrators act as officers of the court and as agents of the
company without personal hiability Any act required or authonsed
under any enactment to be done by an administratcr may be done
by any one or more persons holding the office of administrator
from time to time

The EC Regulaton on Insolvency Proceedings (Counci
Regulation (EC) No 1346/2000) applies to these proceedings
which are ‘'main proceedings' within the meaning of Article 3 of the
Regulation

STATUTORY PURPOSE OF ADMINISTRATION

Paragraph 3 of Schedule B1 to the Act provides as follows

"3 (1) The administrator of a company must perform his functions with the objective of-

(@) rescuing the company as a going concern, or

(b} achieving a better result for the company's creditors as a whole than would be likely if
the company were wound up {without first being in administration), or

{c) realising property in order o make a distnbution to one or more secured or preferentsal

creditors

(2) Subject to sub-paragraph (4), the administrator of a company must perform his functions in the
interests of the company's creditors as a whole

(3)  The administrator must perform his functions with the objective specified in sub-paragraph

{1)(a) unless he thinks either-

(a) thatitis not reasonably practicable to achieve that objective, or
(t)  that the objective specified in sub-paragraph (1){b) would achieve a better result for the
company’s creditors as a whole

{9y The administrator may perform his funchons with the objective specified in sub-paragraph

{1)(c) only if-

(a) he thinks that it 1s not reasonably practicable to achieve either of the objectves specified
in sub-paragraph (1)(a) and (b}, and
(b)  he does not unnecessanly harm the interests of the creditors of the company as a

whole ”

4. CIRCUMSTANCES GIVING RISE TO THE
APPOINTMENT OF ADMINISTRATORS

Eslablished In 1837 the company had become established as one of the leading building contractors in West
Yorkshire, gamning an impressive reputation for reliability and technical expertise in the construction of
residential, commercial and industnat properties of every type




The company was dedicated solely to the construction industry and #s primary funchon was that of main
bulding contractors, specialising m social housing, private housing, health, education, commercial
developments and mixed use developments

The company operated from rented premises at Tndent House, Milner Way, Ossett, WF5 9JE

The following financial information has been extracted from the company's accounts -

yle 30 09.10 yl/e 30 09 09 yle 30.09.08

(Draft) (as restated)
£ £ £

Tumover 3,473,387 10,938,128 11,926,829
Cost of Sales 3,298 919 10,302,909 11,251,099
Gross Profit 174,468 635,219 675,730
Net Operating Expenses 692,818 658,433 674,208
Operating (Loss)/Profit {518,350} (23,214) 1,522
Interest Recewvable 8,436
Interest & Charges 23,578 30,560 49,202
Tax on loss on ordinary 10,963 {(14,554)
activities
Loss for the Financial Year (530,965) {30,784} (47.680)
after taxation

The reasons for the company's insolvency

In the current economic climate the company had, hke many in the construction industry, expenenced difficuit
trading conditions, a lack of new work and had faced a number of bad trading debts

Efforts had been made to address and reassess the company's position, by cutting overheads and reducing
staff numbers

The company had recently begun to receive clams from former employees for asbestosts, vibration white
finger and noise Induced heanng loss The company s potentially uninsured against a number of these
claims given the penod 1n which they arose The number of claims of this nature which might subsequently
be brought against the company 1s not known

The company was also starting to receive threats of legal action from a number of crediors and it was also
considered that there was a real possibiity of H M Revenue & Customs (*HMRC"} commencing recovery
action i the near future

On 26 Apnl 2011 a meeting was held with Peter Sargent of Begbies Traynor (Central) LLP whereat it was
confirmed that, due to ts present circumstances and its increasing inability to pay its debts as and when they
fell due, the company was already or was likely to become insolvent in the very near future  The directors’
were recommended to consider the options presented to them

In view of the inability to secure sufficient new work, the unknown quantum of potentally uninsured clams
which the company might receve and the general efficacy of the procedure it was considered and agreed
that, in the crcumstances, the company was nsolvent with no realistic prospect of bemng rescued and that the
business could not be preserved as a going-concern and that accordingly, a Company Voluntary
Arrangement was not appropnate

In the circumstances, the existing management also had no desire to acquire the business and assets of the
company via a pre-packaged Admmistration of the company and it was considered and agreed that it was
unlikely that there would be either sufficient ime or any potential third party interest




The company did have two ongoing bulding contracts in progress It was considered and agreed that a
Creditors Voluntary Liquidation would be detrmental to the company’s present trading position and the
realisation of floating charge assets from the ongoing contracts, book debtors and retentions

As the company was starting to receive clams and threats of legal action, together with the very real
possibilty of HMRC commencing recovery acton, it was considered and agreed the need for some
protection, via an intenm moratonum, was required and that Administration afforded the best chance of
protecting the company and preserving the potential for a better and more orderly realisation of assets with a
possible element of continued trading for a short penod of time

GVA Grimley Limited (*“GVA") was contacted on 26 Apnl 2011 and was asked to undertake an imtial review
and apprasal of the company's fixed and floating assets on behalf of the proposed administrators’

The directors subsequently instructed Begbies Traynor {(Central) LLP to assist them in placing the company
into Administrat:on

Notice of Intention to appoint administrators’ was filed in the High Court of Justice, Chancery Division, Leeds
Distnict Registry on 4 May 2011 and was served upon HSBC Bank Plc (“the Bank”) by solicitors on that date

The Bank provided its consent on 11 May 2011

Notice of Appointment of Peter Sargent and Julan Pitts as administrators’ of the company was filed in the
High Court of Jushce, Chancery Division, Leeds District Registry on 13 May 2011

5. STATEMENT OF AFFAIRS

An estimated statement of affairs as at 13 May 2011 1s attached at Appendix 2 This statement of affairs has
not been prepared by the directors but has been produced by the jont administrators from information
extracted from the company's books and records with additional valuation advice from GVA, professional
surveyors and valuers It makes no provision for the costs of the administration or any subsequent hgudation
or voluntary arrangement

The directors will be requested to provide a statement of affairs in due course and If that differs matenally
from the information disclosed here, a further copy will be provided to creditors together with our comments

Additional notes are suppled in Appendix 2

6. THE ADMINISTRATION PERIOD

Receipts and Payments

Aftached at Appendix 1 1 our account of receipts and payments from the commencement of administration,
13 May 2011 to 6 July 2011

Asset Realisation

No trading has been undertaken in the Administration penod however, a number of employees were retained
for a short penod of tme untii GVA assessed the company’s two ongoing bullding contracts and finally
concluded that no further work be undertaken by the adminstrators’ Whilst it was initially envisaged that
there would be a penod of trading tn order to complete the existing phases of both contracts, all remaining
employees were dismissed for reasons of redundancy by 24 May 2011




The company owns freehcld land and property which GVA have assessed and valued Both properties are
aiso presently tenanted A number of parties have expressed an inthial interest and GVA are n the process of
advising on a disposal and realisation strategy

The company's book debtors represent invoiced and certified payment amounts which are due There are
also retention balances due to the company and GVA are assisting the administrators’ with collection

Despite the company being in arrears with ifs rent, communications were had with the Landlord to agree and
allow for a penod of occupation In order for GVA to realise the plant, machinery, office fumiture and
equipment which was subsequently sold for £5000 plus VAT

To date, other realisations compnse sundry realisations totalling £56 43

7. ESTIMATED OUTCOME FOR CREDITORS

The sums owed to creditors at the date of appointment, as detailed in the estimated statement of affarrs, are
as follows

Secured creditors

The Bank is the holder of a Debenture created on 7 July 2006 and registered on 8 July 2006 which confers fixed
and floatng charges over all of the assets of the company The Bank also holds a number of other Legal
Charges and Mortgages over the company’s assets At the date of appointment of the administrators' the Bank
was owed approximately £478,996 00

Preferential creditors

Preferential claims of employees for amears of wages, salary and holiday pay were estmated at £31,804 S0
Unsecured creditors

Unsecured creditors were estmated at £599,029 60

Demand for repayment of the sum of £719,834 35 has since been made on the company by HCC
International Insurance Company Plc in relation to Performance Bonds which were provided on a number of
the company's contracts This sum was not onginally scheduled in the estimated statement of affairs

A number of former employees have brought clams against the company for asbestosis, vibration white
finger and noise induced heanng loss It appears that the company may well be uninsured for a number of
these claims, the extent of which is not presently known

On the basis of realisations to date and estimated future realisations we estimate an outcome for each class
of the company's creditor as follows

Secured creditors

On present information, we anticipate that the indebtedness to the Bank will be repaid from fixed charge
realisations

Preferential creditors

The administrators’ consider that on present information, there are likely to be sufficient funds available with
which to pay the clams of the preferential creddors in full




Prescnbed Part for unsecured creditors pursuant to Section 176A of the Act

Section 176A of the Act provides that, where the company has created a floating charge on or after 15
September 2003, the administrator must make a prescribed part of the company’s net property available for
the unsecured creditors and not distrbute #t to the floating charge holder except in so far as it exceeds the
amount required for the satisfaction of unsecured debts Nef property means the amount which would, were
it not for this provision, be available to floating charge holders out of floating charge assets {1e after
accounting for preferential debts and the costs of realising the floating charge assets) The floating charge
holder may not participate in the distnbution of the prescribed part of the company's net property The
prescnbed part of the company’s net property i1s calculated by reference to a shding scale as follows

a 50% of the first £10,000 of net property;
a 20% of net property thereafter,
a Up to a maximum amount to be made available of £600,000

An administrator will not be reguired to set aside the prescnbed part of net property

O the net property 1s less than £10,000 and the administrator thinks that the cost of distnbuting the
prescnbed parf would be disproportionate to the benefit, (Section 176A(3)) or

0 the admimistrator applies to the court for an order on the grounds that the cost of distnbuting the
prescnbed part would be disproportionate to the benefit and the court orders that the provision shall
not apply (Section 176A(5))

The administrators’ have estimated, to the best of theirr knowledge and belief, the company’s net property, as

defined in Section 176(A) of the Act, to be £283,202 10 and the prescnbed part of the company’s net
property to be £59,423 82

On present information the administrators’ do not intend to make an application to court under Section
176A(5) of the Act for an order not to distnbute the prescnbed part of net property to the unsecured creditors

However we reserve our position generally in this regard should circumstances matenally change

The prescnbed part of the company’s net property 1s not presently expected to be utlised given that it 1s
presently anticipated that the indebtedness to the Bank will be repaid from fixed charge realisations

Unsecured creditors

Based upon realisations to date and estmated future realisations it 1s anticipated that there will be funds
avatlable to enable a dividend to be paid to the unsecured creditors

8. ADMINISTRATORS PROPOSALS FOR ACHIEVING
THE PURPOSE OF THE ADMINISTRATION

Purpose of the Administration

We are required to set out our proposals for achieving the purpose of the admmstration which in this context
means one of the objectives specified in paragraph 3 of Schedule B1 to the Act as set out at section 3 of this
report above

For the reasons set out in our report, we presently consider that ¢ 1s not reasonably practicable to achieve
etther of the objectives specified in sub-paragraph 3(1)(a) and 3(1)(b), as due to the number of threats of
legal action and the unknown quantum of potentially uninsured clams being brought aganst it, it would not
be possible to rescue the company as a going concem




Similarly, it had become apparent that the company’s business had ceased to be viable and the existing
management had no desire to acquire the business or assets via a pre-packaged Administration of the
company

The company’s two ongoing bulldng contracts were discussed and it was mitally envisaged that
Administration would allow for a imited penod of trading to complete the existing phases of both contracts,
which would achieve a better result for the company’s creditors as a whole than would be lkely if the
company were wound up (without first being In Administration) however, the subsequent report of GVA
concluded that the administrators' should not continue work on either contract.

Consequently the most approprnate objective to pursue in this case is that specfied in sub-paragraph 3(1){c),
namely realising property in order to make a distnbution to one or more secured or preferential creditors We
furthermore cons:ider that pursuing this objective should not unnecessarnly harm the interests of the creditors
of the company as a whole

We consider that this objective has already been partly achieved due to the efficient realzation of the
company’s plant, machinery, office furniture and equipment from the company’s premses, notwithstanding
the rent arrears

In order that the purpose of the administration may be fully achieved, we propose to remain in office as
administrators in order to conclude the realisation of the company's property, debtors and retentions

Following these events, we propose to finalise distnbutions to the secured and preferential

Exit from Administration

We confirm that we are of the opinion that the total amount which the secured creditor of the company 1s
Iikely to r?oelve will be paid or set aside and that a distnbution will be made to the unsecured creditors of the
company

Admmistrators do not have a general power to make a distnbution to unsecured creditors and may only do so
if the court gives permission It 1s considered that the court will only grant such permission In exceptional
crcumstances where the nommal course for making distrbutitons to unsecured creditors in a voluntary
iquidation 1s inappropniate Addtionally there may be matters for enquiry concermning a company’s affars
which are not within the scope of an administrator's powers and which can only be properly dealt with by a
iquidator

Consequently, as soon as we are satisfied that we have fully discharged our duties as administrators and
that the purpose of the administration has been fully achieved, we propose to implement the provisions of
Paragraph 83 of Schedule B1 to the Act whereby on the registration of a notice sent to the Registrar of
Companies, our appointment as administrators shall cease to have effect and the company will automatically
be placed into creditors’ voluntary iquidation Paragraph 83(7) provides

The liquidators for the purpose of the winding up shail be-

(@) a person nominated by the creditors of the company In the prescribed manner and within the
prescnbed penod, or
(b) if no person i1s nominated under paragraph (a), the administrator

We confirm that as part of our proposals we propose that we act as joint hquidators in the subsequent
winding up of the company Creditors may nominate a different person as the proposed hquidator provided
that the nomination 1s made after the receipt of the proposals and before the proposals are approved

The appointment of a person nominated as hquidator takes effect by the creditors approval, with or without
modffication, of the administrators’ proposals

' Insolvency Act 1986, Sch B1, para 83(1)




1t 1s proposed that for the purpose of the winding up, any act required or authonsed under any enactment to
be done by the joint iquidators 1s to be done by all or any one or more of the persons for the time being
holding office

However, it may transpire that it 1s not possible to finalise the administration as envisaged within one year of
the date of our appointment In particular, thus situation will anse if we are not able to conclude the realisation
of contract retentions falling due after the appointment annversary Yet Paragraph 76 of Schedule B1 to the
Act provides that the appointment of an administrator shall cease to have effect at the end of the penod of
one year beginning with the date on which it takes effect However, the administrator's term of office may be
extended erther by court order for a specified period or by consent of the creditors for a specified penod not
exceeding six months It may therefore become necessary at some future tme for us to seek creditor
consent to extending the penod of the administration for up to a further six months following the anniversary
of our appointment in order to ensure that the objective of the administration can be fully achieved

If, (whether or not an extension to the penod of administration actually becomes necessary) it ultimately
transpires that there are indeed surplus funds enabling a distnbution to the unsecured creditors, then unless
the court makes an order permitting such a distribution on our application, we will issue revised proposais for
consideration by creditors dealing with the most appropnate exit strategy from the administration in those
circumstances

9. ADMINISTRATORS' REMUNERATION AND
DISBURSEMENTS

Administrators’ Remuneration

The administrators’ propose that the basts of their remuneration be fixed under Rule 2 106 of the Rules by
reference to the tme properly given by them (as administrators) and the vanous grades of therr staff
calculated at the prevailing hourly rates of Begbies Traynor (Central) LLP in attending to matters ansing n the
administration

Appendix 3 sets out the admunistrators’ firm’s hourly charge out rates and the time that they and ther staff
have spent In attending to matters ansing in the admimstration since 13 May 2011

Administrators’ disbursements

The administrators’ propose that disbursements, including disbursements for services provided by their firm
(defined as Category 2 disbursements in Statement of Insolvency Practice 9) be charged in accordance with
therr firms policy, details of which are set out at Appendix 3 These disbursements will be identified by the
administrators’ and subject to the approval of those responsible for detenmining the basis of the
administrators’ remuneration

10. OTHER INFORMATION TO ASSIST CREDITORS

Report on the conduct of directors

The administrators’ have a statutory duty to nvestigate the conduct of the directors and any person they
consider to be or have been a shadow or de facto director dunng the period of three years before the date of
their appointment, 1n relation to their management of the affairs of the company and the causes of s failure

The administrators’ are obliged to submit confidential reports to the Department for Business, innovation and
Skills




As adminstrators’ of the company we are required by best practice guidance to make enquines of creditors
as to whether they wish to raise any concemns regarding the way in which the company’s business was
conducted prior to the commencement of the administration, or wish to bring te cur attention any potential
recoveries for the estate

If you would like to bnng any such 1ssues to our attention please do so in wnting to the address detalled at
Section 3 of this report. This request for information is standard practice and does not imply any criticism or
cause of action against any person concermed in the management of the company's affars

Connected party transactions

In accordance with Statement of Insolvency Practice 13, the administrators’ confirm that the following assets
were sold to a director of the company

Date of sale | Asset sold and Consideration paid | Name of Relationship with the
nature of transaction | and date Purchaser Company
Feb 2011 Plant, Machmery & | £58,400 plus VAT, | Richard Miner Director

Motor Vehicles, in leu | February 2011
of funds mntroduced
into the company

Apr 2011 13 Granby Terrace, Richard Milner Director
Leeds, LS6 3BB, in | £244,995 on 5 April
heu of funds | 2011

introduced into the
company

The above transactions occurred pnor to the appointment of the administrators’ and such further details as
are presently known are provided in the notes to the estimated statement of affarrs at Appendix 2 below

11. CONCLUSION

Pursuant to paragraph 51 of Schedule B1 to the Act, the administrators’ proposals will be considered at an
inital meeting of the company's creditors summoned In accordance with the Notice of meeting (Form 2 20B)
accompanying this document

Subtect to the approval of our proposals at the initial creditors meeting we will report on progress again
approximately six months after the commencement of the admimistration, or at the conclusion of the
administration, whichever is the sooner

Date 6 July 2011




APPENDIX 1

ADMINISTRATORS’ ACCOUNT OF RECEIPTS AND
PAYMENTS

13 May 2011 to 6 July 2011




Harlow and Milner Limited
(In Administration)
Joint Administrators’ Abstract of Receipts & Payments

Statement From 13/05/2011 From 13/05/2011
of Affairs To 06/07/2011 To 06/07/2011
SECURED ASSETS
565,000 00 Freehold Land & Property (varnous} NIL NIL
NIL NIL
SECURED CREDITORS
(478,996 00) HSBC Bank Plc NIL NIL
NIL NIL
ASSET REALISATIONS
3,920 00 Plant & Machinery 3,920 00 3,920 00
1,083 00 Office Furniture & Equipment 1,080 00 1,080 00
224,000 00 Book Debts NIL NIL
Sundry Realisations 56 43 56 43
5,056 43 5,056 43
COST OF REALISATIONS
Re-Direction of Mail 27 20 27 20
Statutory Advertising 69 75 6975
(96 95) (96 95)
PREFERENTIAL CREDITORS
(31,804 80) Employees re Arrears/Hol Pay NIL NIL
NIL NIL
UNSECURED CREDITORS
(485,262 15) Trade Creditors NIL NIL
(283,490 87) Employees NIL NIL
{12,000 00) Directors - R Milner NIL NIL
{139,249 06) HM Revenue & Customs - PAYE NIL NIL
(34,756 52) HM Revenue & Customs - VAT NIL NIL
(44,271 00) Milner Investments - Landlord NIL NIL
NIL NIL
DISTRIBUTIONS
(50,020 00) Ordinary Shareholders NIL NIL
NIL NIL
(765,847 50) 4,959.48 4,059.48
REPRESENTED BY
Vat Recewvable 1395
Flcating Charge Account 6,056 43
Office (110 90)
Vat Payable (1,000 00)
4,959.48

Page 1 of 1
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APPENDIX 2

ESTIMATED STATEMENT OF AFFAIRS AS AT 13
May 2011




Insolvency Act 1986

Harlow and Milner Limited
Estimated Statement Of Affairs as at 13 May 2011

Book Value Estimated to Realise
£ £ £
ASSETS
Freehold Land & Property (various} 572,400 00 565,000 00
HSBC Bank Plc (478,996 00) (478,996 00)
86,004 00 86,004 00
Plant & Machinery 1,611 00 3,920 00
Office Furniture & Equipment 2,049 00 1,083 00
Book Debts 380,875 00 224 000 00
315,007 00
LIABILITIES
PREFERENTIAL CREDITORS -
Employees re Arrears/Hol Pay 31,804 90
31,804 90
283,202 10
DEBTS SECURED BY FLOATING CHARGE PRE 15 SEPTEMBER 2003
OTHER PRE 15 SEPTEMBER 2003 FLOATING CHARGE CREDITORS
NIL
283,202 10
Estimated prescnbed part of net property where applicable (to carry forward) 59,423 82
223,778 28
DEBTS SECURED BY FLOATING CHARGE POST 15 SEPTEMBER 2003
NIL
223,778 28
Estimated prescribed part of net property where applicable (brought down) 59,423 82
283,202 10
Unsecured non-preferential claims {(excluding any shortfall to floating charge holders)
Trade Creditors 485,262 15
Employees 283,490 87
Directors - R Milner 12,000 00
HM Revenue & Customs - PAYE 139,249 06
HM Revenue & Customs - VAT 34,756 52
Milner Investments - Landlord 44,271 00
998,025 60
Estimated deficiency/surplus as regards non-preferential creditors
(excluding any shortfall in respect of F C's post 14 September 2003) {715,827 50)
{715,827 50)
Issued and called up capital
Ordinary Shareholders 50,020 00
50,020 00
TOTAL SURPLUS/{DEFICIENCY) (765,847 50)

Page 1 of 1
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ESTIMATED STATEMENT OF AFFAIRS

Notes to the Estimated Statement of Affairs

1

10

The property and assets of the company are subject to a Debenture created on 7 July 2006 and
registered on 8 July 2006 in favour of the Bank, which confers fixed and floating charges over all of
the assets of the company The Bank also holds a number of cther Legal Charges and Mortgages
over the company’s assets

The Freehold Land & Property compnses two properties which are presently tenanted and vanous
plots of land that have been independently assessed and valued by GVA

The Plant, Machinery, Office Fumiture & Equipment have all been independently assessed by GVA
with an Ex-situ valuation of £5,000

The Book Debts have been independently assessed by GVA  The sum of £224,000 is the amount
which it 1s presently considered should be realised, based on invoiced and certified payments which
are due to the company Retention balances due to the company will again be ndependently
assessed by GVA with a view to assisting the administrators’ with the collection of all amounts due

The clams of the Department for Business, Innovation and Skills represent employees’ estmated
claims under The Employment Rights Act 1996 in respect of arrears of pay to a maxmum of £800
per employee and holiday pay which are clamed preferentially, and pay in heu of notice,
redundancy pay and arrears of pay in excess of £800 which are non-preferential

Section 176A(2) of the Act requires the administrators’ to set aside the prescribed part of the
Company's net property for the satisfaction of unsecured debts “Net property” means the amount
which would, f it were not for this provision, be avalable to floatng charge holders (1e after
accounting for preferential debts and the costs of realisation) The prescribed part 1s 50% of the
first £10,000 and 20% of the remaining net property {up to a maximum of £600,000)

The administrator will not be required to set aside the prescribed part of net property If

a The net property s less than £10,000 and he thinks that the cost of distnbuting the prescrbed
part would be disproportionate to the benefit,

b Or f the net property 1s more than £10,000, f the provision is disapphed by the court on the
application of the administrator on cost-benefit grounds

The clam of HMRC represents PAYE Employers Liablity and NIC Class 1 outstanding for the
2010/11 and 2011/12 tax years

The clam of HMRC represents VAT outstanding for 2011 together with elements of undeclared tax
amounts dating back to 2008, following an examination of the company’s records

The Drrector's clam represents the estimated loan account balance with the company of Richard
Mdner

The claim of Milner Investments (Wakefield) Limited represents arrears of rent due to the Landlord
which have accrued since Apnl 2009




1"

12

13

Creditors’ claims are subject to agreement and will not be prejudiced by omission from the
statement of affairs or by inclusion in a different amount from that claimed

The estimated total deficiency, including the calculation of the prescnbed part of the company’s net
property, 15 subject to the costs of administration and distnbution for which no provision 1s made Iin
the statement of affairs

Transactions with directors and associates

Standard practice requires disclosure to the meeting of any transactions (other than in the ordinary
course of business) between the company (including any of its subsidianes or any other company in
which it has or had an interest) and any of its directors or their associates (as defined 1n Section 435
of the Act) In the penod of two years prior to the commencement of admimistration, and in the penod
since the commencement of the administration, or proposed to be undertaken Relevant details are

as follows
Transaction 1
Date of transaction
Assets acquired
Amount of consideration paid

Date consideration paid

Name of counterparty

Nature of counterparty’s connected party
relationship with the vendor

Name and qualffication of person who provided
independent valuation advice

Date of resolution of Company authonsing
transaction

The scope of the administrators’ investigations
and conclusions reached

Understood to be April 2011

13 Granby Tetrace, Leeds, LS6 3BB
£244 995

Understood to be Apnil 2011

Richard Milner

Director

Understood to be Springwell Easylet, Property
Rental Agents of Leeds

Understood to be June/July 2010

The administrators’ are presently looking nto
this transaction, which 18 understcod to have
been authonsed in June/July 2010 Exchange is
understood to have taken place in or arcund
August 2010 but that the sale was not
completed on untit Apni 2011 The transaction 1s
understood to be in lleu of funds introduced Into
the company by Richard Milner




Transaction 2

Date of transachon

Assets acquired

Amount of consideration paid

Date consideration pad

Name of counterparty

Nature of counterparty’s connected party
relatonship with the vendor

Name and qualification of person who provided
independent valuation advice

Date of resolution of Company authonsing
transaction

The scope of the adgministrators’ investigations
and conclusions reached

Understood to be February 2011

Plant, Machmnery & Motor Vehicles
£58,400 plus VAT

Understood to be February 2011

Richard Milner

Director

The director sought the advice of the company's
Plant & Transport Manager

Understood to be 27 January 2011

The admimstrators' are presently looking nto
this transaction, which 1s understood to have
been authonsed in January 2011 Richard
Milner has provided a schedule of the assets
acquired which has been considered by GVA,
who has advised that the consideration paid 15
far and reasonable The transacton s
understood to be In leu of funds mtroduced into
the company by Richard Milner




APPENDIX 3

ADMINISTRATORS’ TIME COSTS AND EXPENSES

Remuneration drawn will be notified to any creditors’ committee appointed under paragraph 57 of Schedule
B1 to the Act In the absence of a creditors’ committee, details of time incurred and disbursements drawn will
be reported to creditors in accordance with Stafement of Insolvency Practice 9 1ssued by the Joint Insolvency
Committee on behalf of the administrators' icensing bodies

Total recorded time spent to 6 July 2011 on this assignment amounts to 243 90 hours at an average
composite rate of £184 31 per hour resulting in total tme costs to 6 July 2011 of £44,954 00

To assist creditors in determining this matter, the following further information on ttme costs and expenses are
set out

O Begbies Traynor (Central} LLP’s policy for re-charging expenses

Q Begbies Traynor (Central) LLP's charge-out rates

0 Narrative summary of ime costs incurred

O Table of ime spent and tharge-out value

In addition, a copy of A Crediors’ Guide to Administrators’ Fees 1s avallable on request Alternatively, the
guide can be downloaded from our website www begbies-traynor com wia the “Corporate Recovery and
Insolvency” link In the “Quick Links” box on the left hand side of the homepage From there please foliow the
“Creditor” link which will take you to the appropnate page where the Guide can be found at the end




BEGBIES TRAYNOR CHARGING POLICY

INTRCDUCTION

This note applies where a licensed insolvency practitioner in the firm 1s acting as an office holder
of an insclvent estate and seeks creditor approval to draw remuneration on the basis of the ime
properly spent n dealing with the case It also applies where further information 1s to be provided
to creditors regarding the office holder's fees following the passing of a resolu'uon for the office
holder to be remunerated on a tme cost basis Best practice guidance’ requires that such
information should be disclosed to those who are responsible for approving remuneration

In addition, this note applies where creditor approval 1s sought to make a separate charge by
way of expenses or disbursements to recover the cost of facilities provided by the firm Best
practice guldance requires that such charges should be disclosed to those who are
responsible for approving the office holder's remuneration, together with an explanation of
how those charges are calculated

QFFICE HOLDER'S FEES IN RESPECT OF THE ADMINISTRATION OF INSOLVENT ESTATES

The office holder has overall responsibility for the administration of the estate He/she will delegate
tasks to members of staff Such delegation assists the office holder as it allows him/her to deal
with the mare complex aspects of the case and ensures that work i1s being camed out at the
appropriate level There are vanous levels of staff that are employed by the office holder and
these appear below

The firm operates a time recording system which allows staff working on the case along with the
office holder to allocate their tme to the case The time is recorded at the ndvidual's hourly rate in
force at that time which i1s detailed below

EXPENSES INCURRED BY OFFICE HOLDERS IN RESPECT OF THE ADMINISTRATION OF INSOLVENT ESTATES

Best practice guidance classffies expenses into two broad categores

o Category 1 disbursements (approval not required} - specific expenditure that is directly refated
te the case usually referable to an independent external suppher’s invoice All such tems are
charged to the case as they are ncurred

Q Category 2 disbursements (approval required) - tems of incidental expenditure directly
mncurred on the case which include an element of shared or allocated cost and which are
based on a reasonable method of calculation

(A) The following tems of expenditure are charged to the case (subject to approval)

» Intenal meetng room usage for the purpose of statutory meetings of creditors 1s
charged at the rate of £100 (London £150) per meeting,
Car mileage 1s charged at the rate of 40 pence per mile,
Storage of books and records (when not chargeable as a Category 1 disbursement) 1s
charged on the basis that the number of standard archive boxes held in storage for a
particular case bears to the total of all archive boxes for all cases In respect of the
penod for which the storage charge relates,

! Statement of Insolvency Practice 9 (SIP 9) — Remuneraton of nsolvency office holders in England & Wales
2 id 1




(B) The following tems of expenditure will normally be treated as general office overheads
and will not be charged to the case although a charge may be made where the precise
cost to the case can be determined because the tem satisfies the test of a Category 1
disbursement

¢ Telephone and facsimile
e Prnting and photocopying
+ Stationery

BEGBIES TRAYNOR CHARGE-OUT RATES

Begbies Traynor is a national firm  The rates charged by the vanous grades of staff that may work on a
case are set nationally, but vary to suit local market conditions The rates applying to the Halifax office as
at the date of this report are as follows

Standard
1 May 2011 -
until further notice
Regional
Partner 1 395
Partner 2 -
Dhrector 345
Senior Manager 310
Manager 265
Assistant Manager 205
Senmor Administrator 175
Administrator 135
Trainee Administrator 110
Support 110
Prior to 1 May 2011, the following rates apphed
Charge-out

Rate
Grade of staff (£ per hour)
Partner 1 395
Partner 2 350
Director 325
Sentor Manager 295
Manager 250
Assistant Manager 195
Senior Administrator 160
Administrator 130
Tramee Administrator 100
Support 100

Time spent by support staff for carrying out shorter tasks, such as typing or dealing with post, is not
charged to cases but 1s camed as an overhead Only where a significant amount of time 1s spent at one
time on a case Is a charge made for support staff

Time 15 recorded in 6 minute units




SUMMARY OF OFFICE HOLDERS' TIME COSTS

CASE NAME Harlow and Milner Limited

CASE TYPE ADMINISTRATION

OFFICE HOLDERS Peter Sargent and Juhan Piits

DATE OF APPOINTMENT 13 May 2011

1 CASE OVERVIEW

11 This overview and the time costs analysis attached 1s intended to provide sufficient information to

12

13

14

15

16

17

enable the body responsible for the approval of the office holders’ fees to consider the level of
those fees in the context of the case

Complexity of the case

The case should not be of greater complexity than an Admirustration for other similar sized
companies The principal matters have been in assessing the Company’s contracts to determine
f trading was viable, the valuation of the company’s assets and i1ssues ansing with creditors and
employees

Exceptional responsibilities
The Jont Administrators do not consider that any matters of exceptional responsibility have
ansen Trading has not been undertaken in the post appointment penod

The office holders’ effectiveness

The Joint Administrators have followed the advice of therr agents, GVA Gnimley Ltd {*GVA™), in
relation to ongoing contracts and have deckled that the Company should cease trading In
addiion, the Joint Administrators have dealt with matters ansing out of creditors’ and employee
clams

The Joint Administrators have still to undertake therr investgations and reporting duties under
the Company Directors Disqualificaton Act and to complete the realisation of the company’s
assefs

Nature and value of property dealt with by the office holders’

GVA provided the Joint Administrators with an appraisal of the assets of the company, including
property and land Detalls of the property dealt with by the Administrators has been provided in
the report accompanying this note

Anticipated retum to creditors

The prospect of a distnbution to creditors is dependant upon the sale of the company’s freehold
land and property and recovenes from book debts and will be subject to costs At this stage the
level of recovertes I1s uncertamn

Time costs analysis

An analysis of time costs incurred between 13 May 2011 and 6 July 2011 prepared n
accordance with Statement of Insolvency Practice 9 1s attached showing the number of hours
spent by each grade of staff on the different types of work involved in the case, and gmng the
average hourly rate charged for each work type

NWUKCOLONASOZIPS_SQLNATIONAL INSOLVENCY DOCUMENTSIEW-BT ADMWADM1864P - TIME COSTS SUMMARY AND
ANALYSIS DOC
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The tme costs analysis provides detalls of work undertaken by the office holders and their staff
following their appointment only

The work to date has required the involvement of senior level members of staff The work
undertaken has included dealing with employee and creditor 1ssues and formulating an effective
strategy for the conduct of the Administration it 1s anticipated that much of the remaining work to
be completed will be undertaken by more junior staff at lower charge out rates

In addtion to the post appointment tme costs detalled in the time costs analysis, pursuant to rule
2 67(1)(c) of the Insolvency Rules 1986, the office holders’ consider that the sum of £6,194 plus
VAT 1s also properly recoverable in relation to work undertaken prior to therr appoiniment
consisting of determining whether it was reasonably lkely that the purpose of administration
would be achieved and completing the required statements of the proposed administrators The
sum 1s calculated as follows

Average
Partner Senior Manager Support Total Time Cost | Hourly
Manager Hours Rate
Hourly Rate £395 £310 £265 vanous
Pre- 520 g10 830 28 30 41 90 £6,194 00 | £147 83
appointment
Time

The views of the creditors

Creditors were notified of the Joint Administrators appointment by letter dated 20 May 2011
Creditors are now being provided with further information in the attached report Telephone
enquines from creditors have been recerved but no formal representatons have been receved
from credrtors on the conduct of the Administration

Approval of fees
Resolutions with regard to the approval of fees are being sought at the crediters meeting to be
held on 22 July 2011

Approval of Expenses and Disbursements
Resolutions with regard to the approval of Expenses and Disbursements are being sought at the
creditors meeting to be held on 22 July 2011

Category 2 Disbursements

In accordance with the resolution obtained in relaton to expenses and disbursements, the
following Category 2 disbursements and disbursements which should be treated as Category 2
disbursements have been charged to the case since the date of my appomntment

Other amounts paid or payable to the office holder's firm

Type and purpose Amount £

Mileage 16 80

Other professionals employed & their costs
Messrs GVA were instructed to provide valuaton and asset disposal advice and to prepare the
sales and purchase agreements, our choice of professional advisors was based upon our
perception of their experience and abilty to perform the work required We are sabisfied that the
fees charged by these advisors are reasonable
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EXPLANATION OF OFFICE HOLDERS' CHARGING AND DISBURSEMENT RECOVERY
PCLICIES

Begbies Traynor (Central) LLP's policy for charging fees and expenses incurred by office
holders 1s attached at Appendix 2a

The rates charged by the vanous grades of staff who may work on a case are attached at
Appendix 2b
SUMMARY OF WORK CARRIED OUT SINCE OUR LAST REPORT

This 1s the first formal report to creditors following the initial notification of the Joint
Administrators appointment
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HARLOW AND MILNER LIMITED — IN ADMINISTRATION

ADMINISTRATION — A GUIDE FOR UNSECURED CREDITORS'

Administration — When a company 1s facing financial difficuthes it can be placed into admimistration  This

means that the affars, business and property of the company will be managed by a person appointed for that
purpose

A licensed insolvency prachtioner has given you this because you, or your business, may be owed money by a
company that s in administratton

This guide aims to help you understand your nghts as a creditor and to describe how best these rights can be
exercised It I1s intended to relate only to England and Wales 1t s not an exhaustive statement of the relevant
law or a substitute for specific professional or legal advice

We have made every effort to ensure the guide I1s accurate, but R3 cannot accept responsibility for the
consequences of any action you take in reliance on its contents  If, having read the guide, you remain in any
doubt about your nghts, you should consult a hcensed insolvency practitioner or solicitor

Depending on the circumstances of the case, creditors who play an active role In an insolvency can make a
significant difference to how much the insolvency practiioner will be able to recover for them We hope that
you will read this guide carefully and consider whether taking an active role as a creditor In this case could
benefit you or your business

In what circumstances does a company find itself in administration?

When a company Is facing financial difficulbies it can be placed into administration This means that, duning the

period for which it 1s In administration, the affars, business and property of the company will be managed by a

person (‘the admimstrator’) appointed for that purpose The administrator must be a hcensed insolvency

practitioner

How can a company be placed into administration?

A company may be placed into administration

= by an order of the court, on application by, amongst others, the company, its directors, one or more
creditors, or, If it is in hquidation, its hquidator,

» without a court order, by the direct appointment of an administrator by the company, its directors or a
creditor who holds comprehensive security of a type which qualfies him to make such an appointment

What 1s the purpose of administration?

The administrator must perform his functions with the objective of

s rescuing the company as a going concern, or

= achieving a better result for the company's creditors as a whole than would be likely if the company were
wound up (without first being n adrministration), or

= realising property in order to make a distribution to one or more secured or preferential creditors

The adrmumistrator must perform his functions with the first of these objectives unless he thinks either

'Reproduced by kind permission of R3, the Association of Bustness Recovery Professionals




» that # 1$ not reasonably practicable to achieve that objective, or
* that the second objective would achieve a better result for the company's creditors as a whole

The administrator may perform his functions with the third objective only if

* he thinks that it 1s not reasonably practicable to achieve either of the first two objectives, and
* he does not unnecessartly harm the interests of the creditors of the company as a whole

What are the powers of an administrator?

An administrator's powers are very broad They include powers to carry on the company's business and
realise Its assets The administrator displaces the company’s board of directors from its management function
and has the power to remove or appoint directors

The administrator must prepare proposals for approval by the creditors setting out how he intends to achieve
the purpose of administration

Does the adminmistrator pay unsecured creditors the money owed to them?
Debts due to unsecured creditors are frozen at the date of the administrator's appointment

If the outcome of the administration 1s survival of the company, the management of the business and assets
can be returned to the directors on the conclusion of the admimistration The directors and staff of the company
will then deal with unsecured creditors’ pre-appointment claims

If survival of the company is not possible, but sufficient sums are realised from the sale of the company's
business and assets to enable funds to be distributed to unsecured creditors, the administrator may be able to
deal with therr claims and pay them a diwvidend, but he may only do so with the permission of the court

Otherwise, after payment of the costs and expenses of the administratton, any surplus funds will normally be
passed to a hquidator, who will deal with creditors’ claims The administrator may himself become the
iqudator

Sometimes the outcome of the administration will be a company voluntary arrangement, within which creditors’
clams will be dealt with

Six months after writing off the debt in your accounts, you can clam VAT Bad Debt Relief from HM Revenue &
Customs for the VAT you have pad

If you beleve that you own something in the company’s possession, you should contact the adminisirator as
soon as possible with full proof of ownership and be prepared to identfy what you are claming The
administrator will examine your claim carefully before deciding whether to release the goods in question, pay
you for them or otherwise

How does administration come to an end?

An administration may come to an end

* automatically after one year — but this penod may be extended with the agreement of the creditors or the
permission of the court if more time 1s needed to achieve the purpose of administration,

* by court order, If the admimstrator thinks the purpose of administration cannot be achieved, or, where he
was appointed by the court, if he thinks the purpose has been achieved

»  where the admimistrator was appointed out of court, f he thinks the purpose has been achieved

On conclusion of an administration




the company may be returned to the control of its directors and management,

the company may go nto liquidation,

the company may be dissolved (if there are no funds for distribution to unsecured creditors),

if a voluntary arrangement has been agreed during the administration, the arrangement may continue
according to its terms (it 1s possible for a voluntary arrangement to run concurrently with an administration)

Is the administrator bound by contracts entered into by the company prior to his appointment?

An administrator has a general duty to the company to attempt to achieve the purpose of admimistration In
doing so, the administrator may find 1t impracticable to have the company perform certain contracts entered into
prior to his appointment, although he will have regard to the financial implications of breaches of the company’s
contracts Special provisions apply to employment contracts

Is the administrator liable for sums due under contracts entered into by the company subsequent to his
appointment?

An adminisirator 1s not personally lable for contracts entered into as administrator, but normally the
administrator will pay for goods or services provided subsequent to his appointment, as an expense of the
administration

As an unsecured creditor, what information am | entitled to?

The administrator must notify all known creditors of his appointment as soon as reasonably practicable, and
must send a copy of his proposals for achieving the purpose of admimistration to all creditors within eight weeks
of his appointment A meeting of all creditors must then normally be held within ten weeks of the date the
company went into administration in order to consider the administrator's proposals However, there i1s no need
for the admimustrator to hold a meeting If he has stated in his proposals that

* the company has sufficient property to enable all creditors to be paid in full,

» the company has insufficient property to enable a distribution to be made to unsecured creditors except out
of the reserved fund which may have to be set aside out of floating charge assets, or

» neither of the first two purposes of administration can be achieved

However, he must hold a meeting If requested by creditors whose debts amount to at least 10% of the total
debts of the company

After approval of the administrator's proposals, a report on the progress of the administration 1s sent to all
creditors every six months and at the end of the administration

Can the unsecured creditors form a creditors’ committee?

Yes A creditors’ committee may be appointed at a meeting of creditors and must consist of at least three and
not more than five creditors The creditors’ committee receives reports from the administrator and may meet
pericdically

Creditors’ committee members are not paid, but will receive their reasonable travelling expenses as a cost of
the administration

Can a creditor initiate or continue legal actions against a company In administration?

No Any petition for the winding up of the company must be dismissed or suspended In addition, except with
the consent of the administrator or the permission of the court




* no steps may be taken to enforce security over the company’s property or to repossess goods in the
company's possession under any sale or hire agreement,

* no other proceedings, execution, or legal process may be commenced or continued, and no distress may
be levied, against the company or its property, and

* a landlord may not exercise a nght of forfeiture in relation to premises let to the company

How is the administrator's fee determined?

The creditors’ committee (if there 1s one) agrees the administrator's fee Otherwise, 1t can be fixed by the
creditors or the court  Although the fee can be fixed as a percentage of the value of the property dealt with, it 1s
normally based on the following factors

the time properly spent by the administrator and his staff,

the complexity of the case,

any exceptional responsibility borne by the administrator,

the effectiveness with which the administrater carnes out his duties,
and

= the value and nature of the company's assets

R3 has produced a separate guide explaining insolvency office holders’ remuneration, which 1s availlable from
the person who gave you this guide

What should | do if | am dissatisfied with the administrator's handling of the case?

You should first contact the administrator to try and resolve the problem If you are still not satisfied, you may
be able to make an application to court

If you think that the admunistrator 1s guilty of professional misconduct, you should contact his regulatory body
R3 1s the UK’s leading trade association for hcensed insolvency practtioners and business recovery
professionals R3 does nor license or discipline its members, this 1s the responsibility of the practtioner’s
regulatory body The regulatery bodies are

The Association of Chartered Certified Accountants

Tel 020 7396 7000 www accaglobal com

The Institute of Chartered Accountants in England and Wales

Tel 020 7920 8100 Www |caew co Uk

The Institute of Chartered Accountants in Ireland

Tel 00353 16377200 WWW tcal 1@

The Institute of Chartered Accountants of Scotland

Tel 0131 347 0100 WWW Icas org uk

The Insolvency Practitioners Assoctation



Tel 020 7623 5108

WWW 1pa uk com

The Law Society of England and Wales

Tel 020 7242 1222

www lawsoc org uk

The Law Society of Northern Iretand

Tel 028 9023 1614

www lawsoc-ni orq

The Law Society of Scotland

Tel 0131226 7411

www lawscot org uk

The Insolvency Service

Tel 020 7291 6895

www Insolvency gov uk

™
LQZL Rescue

Recovery
Renowanl

Association of Business Recovery Professionals

8™ Floor

120 Aldersgate Street
London EC1A 4JQ
Tel 020 7566 4200
Fax 020 7566 4224

Email association@r3 org uk www 3 org uk
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A CREDITORS’ GUIDE TO ADMINISTRATORS’ FEES
ENGLAND AND WALES
Introduction

When a company goes into administration the costs of the proceedings are paid out
of its assets The creditors, who hope eventually to recover some of their debts out of
the assets, therefore have a direct interest in the level of costs, and in particular the
remuneration of the insolvency practitioner appointed to act as administrator The
insolvency legislation recognises this interest by providing mechanisms for creditors
to determine the basis of the administrator's fees This guide 1s intended to help
creditors be aware of therr nights under the legislation to approve and monitor fees,
explains the basis on which fees are fixed and how creditors can seek information
about expenses Iincurred by the administrator and challenge those they consider to
be excessive

The nature of administration

Administration 1s a procedure which places a company under the control of an
insolvency practitioner and the protection of the court with the following objective

« rescuing the company as a going concern, or
. achieving a better result for the creditors as a whole than would be hkely if the
company were wound up without first being in administration,

or, if the admunistrator thinks neither of these objectives I1s reasonably practicable

. realising property in order to make a distribution to secured or preferential
creditors

The creditors’' committee

The creditors have the nght to appoint a committee with a minimum of 3 and a
maximum of 5 members One of the functions of the committee 1s to determine the
basis of the administrator's remuneration The committee 1s normally established at
the meeting of creditors which the administrator 1s required to hold within a maximum
of 10 weeks from the beginning of the administration to consider s proposals The
administrator must call the first meeting of the committee within 6 weeks of its
establishment, and subsequent meetings must be held either at specified dates
agreed by the committee, or when a member of the committee asks for one, or when
the administrator decides he needs to hold one The committee has power to
summon the administrator to attend before it and provide information about the
exercise of hus functions

Fixing the administrator’'s remuneration

The basis for fixing the administrator's remuneration is set out in Rule 2 106 of the
Insolvency Rules 1986, which states that it shall be fixed

. as a percentage of the value of the property which the admimstrator has to deal
with,

. by reference to the time properly given by the admiristrator and his staff in
attending to matters ansing in the administration, or

« asasetamount

Any combination of these bases may be used to fix the remuneration, and different
bases may be used for different things done by the adminustrator Where the
remuneration 1s fixed as a percentage, different percentages may be used for
different things done by the administrator

Apnt 2010
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It 1s for the creditors' committee (if there 1s one) to determine on which of these
bases, or combination of bases, the remuneration Is to be fixed Where it is fixed as a
percentage, it 1s for the committee to determine the percentage or percentages to be
apphed, and where it 1s a set amount, to determine that amount Rule 2 106 says that
in armving at its decision the committee shall have regard to the following matters

» the complexity (or otherwise) of the case,

+ any responsibility of an exceptional kind or degree which falls on the
admunistrator,

. the effectiveness with which the administrator appears to be carrying out, or to
have

« carned out, his duties,

« the value and nature of the property which the administrator has to deal with

If there 15 no creditors’ committee, or the committee does not make the requisite
determination (and provided the circumstances descrnibed n paragraph 4 3 do not
apply), the administrator's remuneration may be fixed by a resolution of a meeting of
creditors having regard to the same matters as apply in the case of the committee If
the remuneration 1s not fixed in any of these ways, it will be fixed by the court on
application by the admumistrator, but the administrator may not make such an
application unless he has first tried to get his remuneration fixed by the committee or
creditors as described above, and in any case not later than 18 months after his
appointment

There are special rules about creditors’ resolutions in cases where the administrator
has stated in his proposals that the company has insufficient property to enable a
distribution to be made to unsecured creditors except out of the reserved fund which
may have to be set aside out of floating charge assets

In this case, If there 1s no creditors’ committee, or the committee does not make the
requisite
determination, the remuneration may be fixed by the approval of —

« each secured creditor of the company, or

« If the administrator has made or intends to make a distribution to preferential
creditors -

- each secured creditor of the company, and

- preferential creditors whose debts amount to more than 50% of the preferential
debts of the company, disregarding debts of any crediter who does not respond
to an invitation to give or withhold approval,

having regard to the same matters as the commuttee would

Note that there I1s no requirement to hold a creditors’ meeting in such cases unless a
meeting Is requisitioned by creditors whose debts amount to at least 10 per cent of
the total debts of the company

A resolution of creditors may be obtained by correspondence

Review of remuneration

Where there has been a matenal and substantia! change in circumstances since the
basis of the administrator's remuneration was fixed, the adnunistrator may request
that it be changed The request must be made to the same body as initially approved
the remuneration, and the same rules apply as to the onginal approval

Approval of pre-administration costs

Sometimes the administrator may need to seek approval for the payment of costs in
connection with preparatory work sncurred before the company went into

Apnl 2010
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adminmistration but which reman unpaid Such costs may relate to work done etther by
the administrator or by another insclvency practitioner Details of such costs must be
included in the administrator's proposals

Where there 1s a creditors’ committee, It 1s for the committee to determine whether,
and to what extent, such costs should be approved for payment If there 15 no
committee or the committee does not make the necessary determination, or if it does
but the administrator, or other insclvency practiioner who has incurred pre-
administration costs, considers the amount agreed to be insufficient, approval may be
given by a meeting of creditors Where the circumstances described in paragraph 4 3
apply, the determinaton may be made by the same creditors as approve the
administrator's remuneration

The administrator must convene a meting of the committee or the creditors for the
purposes of approving the payment of pre-administration costs If requested to do so
by another insolvency practitoner who has incurred such costs |If there 1s no
determination under these provisions, or if there i1s but the administrator or other
insolvency practitioner considers the amount agreed to be nsufficient, the
administrator may apply to the court for a determination

What information should be provided by the admnistrator?
When seeking remuneration approval

When seeking agreement to his fees the administrator should prowide sufficient
supporting information to enable the committee or the creditors to form a judgement
as to whether the proposed fee 1s reasonable having regard to all the circumstances
of the case The nature and extent of the supporting information which should be
provided will depend on

» the nature of the approval being sought,
+ the stage dunng the administration of the case at which it 1s being sought, and
« the size and complexity of the case

Where, at any creditors’ or committee meeting, the administrator seeks agreement to
the terms on which he Is to be remunerated, he should provide the meeting with
details of the charge-out rates of all grades of staff, including principals, which are
likely to be involved on the case

Where the administrator seeks agreement to his fees during the course of the
administration, he should always provide an up to date receipts and payments
account Where the proposed fee is based on time costs the administrator should
disclose to the commuttee or the creditors the time spent and the charge-out value in
the particular case, together with, where appropriate, such additional information as
may reasonably be required having regard to the size and complexity of the case
The additional information should comprise a sufficient explanation of what the
administrator has achieved and how 1t was achieved to enable the value of the
exercise to be assessed (whilst recognising that the admirustrator must fulfil certain
statutory obligations that might be seen to bring no added value for creditors} and to
establish that the time has been properly spent on the case That assessment will
need to be made having regard to the time spent and the rates at which that time was
charged, bearing in mind the factors set out in paragraph 4 1 above To enable this
assessment to be carned out it may be necessary for the adminsstrator to provide an
analysis of the time spent on the case by type of activity and grade of staff The
degree of detall will depend on the circumstances of the case, but it will be helpful to
be aware of the professional guidance which has been given to Insolvency
practitioners on this subject The guidance suggests the following areas of activity as
a basis for the analysis of time spent

« Administration and planning

Apnl 2010
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Investigations

Realisation of assets

Trading

Creditors

Any other case-specific matters

» L L) L 3 »

The following categories are suggested as a basis for analysis by grade of staff
+ Partner

« Manager

« Other senior professicnals

« Assistants and support staff

The explanation of what has been done can be expected to include an outline of the
nature of the assignment and the administrator's own imtial assessment, including the
anticipated return to creditors To the extent applicable it should also explain

« Any significant aspects of the case, particularly those that affect the amount of
time spent

» The reasons for subsequent changes in strategy

« Any comments on any figures in the summary of time spent accompanying the
request the administrator wishes to make

« The steps taken to establish the views of creditors, particularly in relation to
agreeing the strategy for the assignment, budgeting, time recording, fee drawing
or fee agreement

» Any existing agreement about fees

« Details of how other professicnals, including subcontractors, were chosen, how
they were contracted to be paid, and what steps have been taken to review therr
fees

It should be borne in mind that the degree of analysis and form of presentation should
be proportionate to the size and complexity of the case In smaller cases not all
categories of activity will always be relevant, whilst further analysis may be necessary
In larger cases

Where the fee 1s charged on a percentage basis the administrator should provide
detalls of any work which has been or 1s intended to be sub-contracted out which
would normally be undertaken directly by an administrator or his staff

After remuneration approval

Where a resolution fixing the basis of fees 1s passed at any creditors’ meeting held
before he has substantially completed his functions, the admunistrator should notfy
the creditors of the details of the resolution in his next report or circular to them In all
subsequent reports to creditors the admnistrator should specify the amount of
remuneration he has drawn in accordance with the resolution (see further paragraph
8 1 below) Where the fee 1s based on time costs he should alsc provide details of the
time spent and charge-out value to date and any material changes In the rates
charged for the various grades since the resolution was first passed He should also
provide such additional information as may be required In accordance with the
principles set out In paragraph 7 1 3 Where the fee 1s charged on a percentage basis
the administrator should provide the details set out in paragraph 7 14 above
regarding work which has been sub-contracted out

Disbursements and other expenses

There 15 no statutory requirement for the committee or the creditors to approve the
drawing of expenses or disbursements, but there 1s provision for the creditors to
challenge them, as described below Professional guidance issued to Insolvency
practitioners requires that, where the administrator proposes to recover costs which,
whilst being 1n the nature of expenses or disbursements, may include an element of

Apnl 2010




81

82

83

Guide to Administrators’ fees (E&W)

XADM1803P

shared or allocated costs (such as room hire, document storage or communication
faciities provided by the administrator's own firm), they must be disclosed and be
authonised by those responsible for approving his remuneration Such expenses must
be directly incurred on the case and subject to a reasonable method of calculation
and allocation

Progress reports and requests for further information

The administrator s required to send a progress report to creditors at 6-monthily
intervals The report must include

« details of the basis fixed for the remuneration of the administrator (or if not fixed
at the date of the report, the steps taken dunng the period of the report to fix it),

« If the basis has heen fixed, the remuneratton charged during the penod of the
report, Irrespective of whether it was actually paid during that penod (except
where It is fixed as a set amount, in which case it may be shown as that amount
without any apportionment for the penod of the report),

« If the report 1s the first to be made after the basis has been fixed, the
remuneration charged during the periods covered by the previous reports,
together with a descnption of the work done dunng those periods, irrespective of
whether payment was actually made during the penod of the report,

» astatement of the expenses incurred by the admnistrator during the period of the
repont, Irrespective of whether payment was actually made during that penod,

» the date of approval of any pre-administration costs and the ameunt approved,

« a statement of the creditors’ nghts to request further information, as explained In
paragraph 8 2, and their nght to challenge the administrator’s remuneration and
expenses

Within 21 days of receipt of a progress report a creditor may request the administrator
to provide further information about the remuneration and expenses (other than pre-
administration costs) set out in the report A request must be in writing, and may be
made either by a secured creditor, or by an unsecured creditor with the concurrence
of at least 5% In value of unsecured creditors (including himself) or the permission of
the court

The administrator must provide the requested information within 14 days, unless he

considers that

« the time and cost involved in prepanng the information would be excessive, or

« disclosure would be prejudicial to the conduct of the administration or might be
expected to lead to viclence against any person, or

« the administrator 1s subject to an obhigation of confidentiality in relation to the
information requested,

in which case he must give the reasons for not providing the information

Any creditor may apply to the court within 21 days of the administrator’s refusal to
provide the requested information, or the expiry of the 14 days time imt for the
provision of the information

Provision of information — additional requirements

The administrator must provide certain information about time spent on a case, free
of charge, upon request by any creditor, director or shareholder of the company

The information which must be provided 15 -
. the total number of hours spent on the case by the administrator or staff assigned
to the case,

. for each grade of staff, the average hourly rate at which they are charged out,
. the number of hours spent by each grade of staff in the relevant penod
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The penod for which the information must be provided is the period from appointment
to the end of the most recent penod of six months reckoned from the date of the
admimistrator's appointment, or where he has vacated office, the date that he vacated
office

The mformation must be provided within 28 days of receipt of the request by the
administrator, and requests must be made within two years from vacation of office

What if a creditor is dissatisfied?

If a creditor believes that the admimstrator's remuneration i1s too high, the basis 1s
inappropriate, or the expenses Incurred by the admunistrator are n all the
crrcumstances excesstve he may, provided certain conditions are met, apply to the
court

Application may be made to the court by any secured creditor, or by any unsecured
creditor provided at least 10 per cent in value of unsecured creditors (including
himself) agree, or he has the permission of the court Any such application must be
made within 8 weeks of the applicant receiving the administrator’s progress report in
which the charging of the remuneration or incurring of the expenses in question s first
reported (see paragraph 8 1 above) If the court does not dismiss the application
(which it may if it considers that insufficient cause 1s shown) the applicant must give
the administrator a copy of the application and supporting evidence at least 14 days
before the heanng

If the court considers the application well founded, it may order that the remuneration
be reduced, the basis be changed, or the expenses be disallowed or repaid Unless
the court orders otherwise, the costs of the application must be paid by the applicant
and not as an expense of the administration

What if the administrator is dissatisfied?

If the administrator considers that the remuneration fixed by the creditors’ committee
Is Insufficient or that the basis used to fix It 1s inappropriate he may request that the
amount or rate be increased, or the basis changed, by resolution of the creditors If
he considers that the remuneration fixed by the committee or the creditors Is
insufficient or that the basis used to fix it 1s inappropriate, he may apply to the court
for the amount or rate to be increased or the basis changed If he decides to apply to
the court he must give at least 14 days’ notice to the members of the creditors’
committee and the committee may nominate one or more of its members to appear or
be represented on the application If there 1s no committee, the administrator's notice
of his application must be sent to such of the company's creditors as the court may
direct, and they may nominate one or more of ther number to appear or be
represented The court may order the costs to be paid as an expense of the
adminmstration

Other matters relating to remuneration

Where there are joint administrators it 1s for them to agree between themselves how
the remuneration payable should be apportioned Any dispute ansing between them
may be referred to the court, the creditors’ committee or a meeting of creditors

If the administrator 1s a solicitor and employs his own firm to act on behalf of the
company, profit costs may not be paid unless authorised by the creditors’ committee,
the creditors or the court

If 2 new administrator 1s appointed in place of another, any deterrmination, resolution
or court order which was in effect immediately before the replacement continues to
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have effect in relation to the remuneration of the new administrator until a further
determination, resolution or court order 1s made

Where the basis of the remuneration 1s a set amount, and the administrator ceases to
act before the time has elapsed or the work has been completed for which the
amount was set, apphcation may be made for a deterrmination of the amount that
should be paid to the outgoing administrator The application must be made to the
same body as approved the remuneration Where the outgoing administrator and the
incoming administrator are from the same firm, they will usually agree the
apportionment between them

Effective date

This guide applies where a company enters administration on or after 6 Apri) 2010,
except where

« the application for an administration order was made before that date, or
« where the administration was preceded by a liquidation which commenced before
that date

This gurde 1s contained within Appendix C of Statement of Insolvency Practice 9 (SIP

9) — Remuneration of insolvency office holders in England and Wales (Effective 6"
Apnl 2010)
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