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E and M E Gill Limited — In Administration

Report and Administrator’s Proposals

1. GLOSSARY
Administrators: Paul Boyle of Harnsons Business Recovery and Insolvency Limited
(Harmisons”), 4 St Giles Court, Southampton Street, Reading, RG1 2QL.
Appointor: Ardan Treacy, Feldley House, Steam Miil Road, Bradfield, CO11 2QX.

Administration Application: The Administration documentation was filed at the High Court of Justice

on 18 July 2011 and allocated Court Number 6233 of 2011,

Company E and M E Gill Limited (the Company”) of 4 St Giles Court, Southampton

Street, Reading, RG1 2QL.
The references in this report to sections, paragraphs or rules are to the Insofvency Act 1986.

2. STATUTORY INFORMATION

Date of Incorporation
Registration Number
Registered Office

Former Registered Office &
Principal Trading Address

Nature of Business:

12 March 1953
00517049

4 St Giles Court
Southampton Street
Reading

RG1 2QL

44 Station Road
Llanishen
Cardiff

CF14 5LT

Travel Agency

Company Directors Appointed Resigned
Aidan Treacy 31 May 2011 -
Alistair Gill pre 23 October 1991 -
Mervyn Harris 5 July 2001 31 May 2011
Stihanos Philippou 1 October 2003 31 May 2011
Margaret Gill pre 23 October 1991 1 November 2007
Keith Cass 1 October 2003 6 April 2005
Stephen Cartwright pre 23 October 1991 6 April 2000

Jonathan Ehas pre 23 October 1991

16 June 1994

Company Secretary: Stihanos Philippou 22 March 2007 31 May 2011
Margaret Gill 31 August 1995 22 March 2007
Alsstair Gill pre 23 October 1991 7 October 2003
Shareholdings Ordinary £1 shares 63,000
Redeemable preference £1 shares 300,000
Preference £1 shares 149,000

Charges Register-

1ssued and fully paid up and held as per Appendix V.

Please see Appendix I for details of all charges.
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3.

INTRODUCTION

I, Paul Boyle of Harrisons was appomnted as Admurustrator of E and M E Gill bmuted on 18 July 2011 upon
the Director filing a Notice of Appointment of an Adminustrator at the High Court of Justice in accordance
with Paragraph 22 of Schedule B1 of the Insolvency Act 1986.

In accordance with Paragraph 49 of Schedule Bl Insclvency Act 1986 I now set out my proposals for
achieving the purpase and conduct of the Administrabion,

This report 2lso includes certain information for creditors that 1s a requirement under Rule 2,33 of the
Insolvency Rules 1986 Please read this in conjunction with the disclosure report dated 26 July 2011.

BACKGROUND AND EVENTS LEADING TO THE ADMINISTRATION

Further to my disclosure report dated 26 July 2011, I have since established the following pertinent events
which are relevant leading to the commencement of the Administration and you will note that a number of
points have been rectified

This has been taken from the information and documents made avallable by the Director Alistarr Gill CAG")
and has not as yet necessarily been independently verified by me.

As reported previously the Company was Incorporated in 1953 and traded as a travel agency which
experienced substaintial rapid expansion during 2008/2009

In October/November 2010 the Company began to expernience cashflow preblems due in part to the
seasonal nature of the cruise market but also as a result of the ambitious expansion undertaken The
Company approached its major customers Carmival UK t/a Complete Cruise Solutions (CCS") and Royal
Bank of Scotland ('RBS") for financial support. CCS provided access to short-term funding of £2 million, by
deferring payments due from the Company.

In December 2010 the then Managing Director, Stilancs Philippou ('SP% and the then Finance Director,
Mervyn Harms (MH") both receved 15% of shareholding, although this has not been recorded at
Companies House By April 2010 MH and SP were planning to restructure the Company and anticipated a
20% growth AG did not agree with the proposal since the market was indicating that revenue would 1n
fact dechne Paragraphs 2.5 and 2.9 of the disclosure report suggested that they sought AG’s removal from
the board and a reduction In AG's shareholding respectively, these events did not occur.

At the same time Worldpay, a major creditor (and a member of the RBS group), sought a business review,
which was carried out at a cost of £60,000 to the Company. In January 2011, RBS advanced an overdraft
faclty of £900,000 for a six week period 1n order to fund trading over the coming months, not the lesser
sum stated in the disclosure report Although the Company implemented cost cutting measures these did
not prove sufficient for it to continue trading unawded and resulted in a second approach to RBS for
funding. RBS declined to grant further overdraft or loan facilities.

In correction to paragraph 2 9 of the disclosure repart 1 would advise that in January 2011 Finance Wales,
a subsidiary of the Welsh Assembly Government, was also appraoched for £2 million of funding which was
still under negotiation at the time of the commencment of of the proceedings

In June 2011 the Company’s cashflow was debilitated when most of the cruise operators adopted a direct
payment plan with ail of the Company’s customers and as a result the Company only received commission
payments, not the whole sum payable for the cruise bocking The financial pressures finally came to a head
with the receipt of a statutory demand from Fred Qlsen Cruises for unpaid balances which the
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BACKGROUND AND EVENTS LEADING TO THE ADMINISTRATION CONTINUED

Company did not have the means to iImmediately pay. At this time advice with regards to the Company’s
options In an insolvent event were explored as fully detalled by the disclosure report

PURPOSE AND PROGRESS OF THE ADMINISTRATION
Purpose of the Administration

The Company could not be saved as a going concern In accordance with Paragraph 3(1)(a), since there
were insufficient funds available to finance trading the Company or the prospect of sufficient realisations to
enable a contribution based voluntary arrangement Paragraph 3(1)(b) does not apply since there are
insufficient funds to enable a distribution to unsecured creditors

The purpose of the Administration 1s In accordance with Paragraph 3{1){(c) to realise the assets of the
Company In order to make a distrbution to one or more secured or preferential creditor.

Progress of the Administration
Receipts and Payments Account

Attached for your referral at Appendix III 1s a summary of our receipts and payments since the
commencement of the proceedings on 18 July 2011 to date.

Leasehold Property at 91, 91a Beuiah Road

The Company holds title to leasehold properties at 91, 91a Beulah Road, Cardiff As part of the business
review requested by RBS a formal valuation was undertaken by Hicks Day Jones Westlake on 25 January
2011 who valued the premises at £350,000. Upon my instruction 1 sought Winterhll Largo Pic (‘the Agent”),
who are professional agents and valuers and are registered with the Royal Institute of Chartered
Surveyors, to attend the premises on 28 July 2011 to conduct a valuation. I have been advised that these
leasehold properties are estimated to realise approximately £160,000

Sale of Business

I would refer you to the disclosure report circulated to all known creditors on 26 July 2011 which provides
full details of the sale of the business of the Company. For ease of reference I have provided hereon a
summary of the transaction

On 18 July 2011 the assets scheduled below were sold subject to a Sale and Purchase Agreement (SPA’) to
Wecruise Lirnited, formerly Robert Gill and Son Limited (WC') for the total sum of £50,000. The transaction
Is made up as follows -

£
Commercial and Customer Records 1
Contract Database 24,997
IT and Communications Equipment 1
Chattel Assets 25,000
Demain Names 1
£50,000

—r—
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Sale of Business continued

The effective date of the transaction was 18 July 2011 The sale consideration was recetved on 11 August
2011, I confirm that negotiations with WC were conducted on my behalf by my staff The SPA specifically
excludes assets, those with potential value being the Company’s book debts and any cash at bank.

Chattel Assets at Winchester House

At the date of my appointment the Company leased offices at Winchester House, 259-269 Marylebone
Road, London, NW1 5]B. Due to non-payment of rent the Landiord withheld access to the offices. I have
only recently obtained access to the premises and I have instructed the Agent to value and sell the small
amount of office equipment remaining.

Book Debts - VAT

I have been advised £97,000 i1s due to the Company by way of a VAT refund in relation o the sale of the
trademark/intellectual property nghts to AG’s personal pension fund ("PPF), the sale of which occurred in
2010. A query arose with regards to the VAT being reclaimed by the PPF and further information was made
available from the Company’s records. A refund 1s awaited and upon receipt the Company’s debt s
expected to be realised n full

Book Debts — Rent

At the commencement of the proceedings the amount of £3,500 was outstanding from The Joshua
Foundation (TJF?) in respect of rent payable under a sub tenancy agreement for the premises at 13a
Station Road, Cardiff. This amount was requested from TIF on 2 August 2011 and 18 August 2011 and I
am currently still awaiting a response

Book Debts — Europa Quality Print (UK) Limited

The books and records of the Company showed an outstanding book debt of £1,504 due from Europa
Quality Print (UK) Limited (Europa’) which the Directors estimated would be realised in full. Payment has
been sought and a response was received from Europa disputing the amount outstanding since it had
previously been advised by the Company that the amount had been waived, in lieu of storage and delivery
charges yet to be invoiced by Europa Since there 1s a claim to set off and taking mto consideration the
sum payable it 1s not commercially viable to pursue this sum.

Book Debts — Commussions

At the commencement of the proceedings, an amount of approximately £50,000 was held by RBS WorldPay
Limited {('WorldPay? in respect of bookings taken by the Company and transacted via its facility with
WorldPay. Upon seeking payment of the sums held, WorldPay advised that it would be seeking to off-set
the monies against claims from customers who seek refunds on non delivery, where payments have been
made via the WorldPay facility.

My solicitors Mischon De Reya have undertaken a review of the agreement(s) with WorldPay, to clanfy If
the funds held by it can be set-off against the claims I have been adwised that this 1s not the case but the
funds can be held in reserve n case of cancellations on the bookings Therefore it 1s uncertain as to the
amount to be realised in this regard.
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Insurance Prermum Refunds

I have been advised that the Company I1s owed sums in relation to insurance taken out on bookings that
have been subsequently cancelled. As at today’s date £3,235 has been received in this regard and I do not
anticipate any further realisations.

Secured Creditor

For details of all charges held against the Company by the RBS please see the schedule attached at
Appendix I

Prescribed Part

Section 176A of the Insolvency Act 1986 provides that, where the Company has created a floating charge
after 15 September 2003, the Administrator must make a Prescribed Part of the Company’s Net Property
available for the unsecured creditors and not distribute it to the floating chargeholder except n so far as it
exceeds the amount required for the satisfaction of unsecured claims. Net Property means the amount
which wou'd, were it not for this provision, be available to floating chargeholders out of floating charge
assets (l.e. after accounting for preferential debts and the costs of realisabion). The Prescribed Part 1s
calculated by reference to a sliding scale as follows. -

e 50% of the first £10,000 of Net Property;
e« 20% of Net Property thereafter;
+ up to a maximum amount to be made available of £600,000.

An Admirustrator will not be required to set aside the Prescrnibed Part if: -

+ the Net Property i1s less than £10,000 and he thinks the cost of distnbuting the Prescribed Part
would be disproportionate to the benefit; (Section 176A(3)); or

+ he applies to the Court for an order on the grounds that the cost of distnibuting the Prescribed Part
would be disproportionate to the benefit and the Court orcders that the prowvision shall not apply
(Section 176A(5))

In accordance with Rule 2.33 of the Insclvency Rules 1986, we would advise that since the floating charge
was created after 15 September 2003 the Prescribed Part will be applied pursuant to Section 176A of the
Insolvency Act 1986 and made available to unsecured creditors, as detalled in the attached Statement of
Affairs.

On present information we confirm that it 15 not our intention to make an application to the Court under
Section 176A(5). However, we reserve our position generally in this regard should crcumstances materially
change.

Employees

Immediately prior to the commencement of the proceedings the Company retained 120 employees. On 15
and 18 July 2011 redundancies were affected The attached estimated Statement of Affairs shows liabilities
due to these employees of £474,399 n respect of arrears of wages, compensatory notice pay, holiday pay
and redundancy pay
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53 Other Matters

5.3.1  Admurustrator’s Remuneration & Disbursements

In accordance with Rule 2 106(5A) our remuneration and disbursements shall be agreed with the floating
chargeholder and the preferential creditors However, a schedule of our time costs to date, together with a
Creditors” Guide to Administrator’s fees and our fee and disbursement policy are attached Appendix VI for
your information

532 Pre-Admirnistration Costs

Prior to my appointment, my staff undertook certain review work and investigation, necessary to consider
the appointment of an Adminustrator, This included -

* reviewing the financial records of the Company;
reviewing the primary contracts with the cruise operators;
considering the formal valuations of the tangible assets, to include the instruction of the Agents
and solicitors,

« calculating the employee claims,
haising with the chargehclder on a waiver for appointment,
no pre-appointment Agent’s costs have been paid to date, but legal fees of £9,000 have been paid
to Mischon De Reya, our solicitors

Time Costs Incurred
Grade of Staff Hours Time Cost Average
Hourly Rate
£ £
Director 9 3,555 395
Other Senior Professionals 12 1,800 150
Total 21 £5,300 £545
Expenses Incurred
Expense Firm Net VAT Total
Expense
£ £ £
Solicitor's Fees Mishcon De Reya 9,000 1,800 10,800
Total £9,000 £1,800 £10,800

These costs will be agreed with the floating chargeholder and the preferential creditors

5.33 ECRegulations

EC Regulations apply The proceedings are main proceedings as defined by Article 3 of the EC Regulation.
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Refevant information pursuant fo Rule 2 33 of the Insolvency Rules 1986

No trading has taken place during the Administration as a result of the prompt sale and therefore the terms
of Rule 2.33(2)(o)(u) do not apply.

Dividend Prospects

From the information available to date it 1s not anticipated that there will be sufficient funds available to
enable a distnibution to the unsecured creditors.

STATEMENT OF AFFAIRS

In accordance with Paragraph 47(1) of Scheduie B1 of the Insolvency Act 1986 the Directors have been
asked to provide me with a Statement of Affairs as at 18 July 2011. At the date of writing this report the
Statement of Affairs has not yet been received but I have been advised that once the accounting records
for July have been brought up to date this will be delivered. I have therefore prepared an estimated
Statement of Affairs as at 18 July 2011 for the purposes of this report which 15 attached at Appendix IV

CREDITORS’ MEETING

Since it 1s anticipated that there will not be sufficient funds avallable to enable a distnbution to the
unsecured creditors 1t 1s not my intention to call 2 meeting of creditors at this time, In accordance with
Paragraph 52(1)(b) of Schedule B1 of the Insolvency Act 1986,

However, in accordance with Paragraph 52(2) a meeting of creditors shali be held if, within & business days
of the date of this report, creditors whose debts amount to at least 10% of the total debts of the Company
request it. Therefore, should you require a meeting of creditors to be held please contact me upon receipt
of this report, providing a statement of the purpose of the proposed meeting and your intention regarding
the relevant periphery legislation.

If no meeting 15 requisitoned by creditors, the proposals set out below will be deemed to have been
approved by creditors after the expiry of 8 business days of the date of this report

ADMINISTRATOR’S PROPOSALS
1 the Administrator propose the following: -

1. If the Administrator believes that 1t is appropriate to do so andfor beneficial to realisations and/or in
satisfaction of the sums due to the secured creditor, he be authorised to extend the term of office for 6
months from the automatic end date of 17 July 2012, in accordance with Paragraph 76(2) of Schedule
Bl of the Insolvency Act 1986

2 Since there are insufficient assets available to enable a distnbution to the unsecured creditors the
Administrator shall conclude the Administration pursuant to Paragraph 84 of Schedule Bl of the
Insolvency Act 1986, mowing from Admirustratton to dissolution This will be camed out once all
matters have been finalsed

3. There are insufficient funds available to make a distnbution to unsecured creditors. Where a creditor
indicates its written desire to petition for the winding up of the Company or provides a written request
that the Company be placed into compulsory winding up for the purpose of the Official Recever
conducting an investigation, the Admiristrator 1s granted authority to exit the Administration under
Paragraph 80 of Schedule B1 of the Insolvency Act 1986 thereby creating the opportunity for a creditor
to petition for a compulsory winding up order at its own expense
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8. ADMINISTRATOR'S PROPOSALS CONTINUED
4 In accordance with Paragraph 98 of Schedule Bl of the Insolvency Act 1986 the Admiristrator is
discharged from any lability with regards to the Company and granted his release from office when the
proceedings come to an end and upon the filng of the appropriate documentation at Companies
House.
9. CONCLUSION
Where the proposals are deemed to be approved I will in a timely matter circulate creditors with a copy of
the notice of approved proposals as is required by Rule 2 33 (5A). Thereon a report on the progress of the
Administratien will become due on the 6 month anniversary of the proceedings which will be arculated to
creditors within 60 days

If you have any questions in relation to this report please do not hesitate to contact our Reading office

'™

/\/\J

Pau! Boyle
Administrator

6 September 2011
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Register of Charges

Date of Charge

11 February 1991

16 June 1991

10 December 1991

3 May 2006

21 January 2008

23 February 2010

7 June 2010

Date of Registration

28 February 1991

27 June 1991

13 December 1991

9 May 2006

5 February 2008

24 February 2010

11 June 2010

Chargeholder

National Westminster
Bank plc CRBS")

RBS

RBS

RBS

RBS

RBS

RBS

Short Particulars of Charge

A charge over credit balance on the sum
of £32,000 together with any interest now
or to be held by RBS on account
numbered 06354890 and earmarked or
designated by reference to the Company

A charge over credit balance on the sum
of £62,036 together with any interest now
or to be held by RBS on account
numbered 06354890 and earmarked or
designated by reference to the Company.

A legal mortgage over 91 Beulah Road,
Rhwbina, Cardiff, South Glamorgan
and/or the proceeds of sale and a floating
charge over all moveables

A debenture comprising of fixed and
floating charges over the undertaking and

all property and assets present and future.

A legal charge over 91a Beulah Road,
Rhiwbina, Cardiff

A legal charge aver the ground floor
premises at 91 Beulah Road, Rhiwbina,
Cardiff and assets of the Company by way
of a fixed charge

A charge on deposit of £150,200 and all
amounts n the future credited to account
number 75200694,
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Accounts Extract

Turnaver

Gross Profit/(Loss)

Directors’ Remuneration & Benefits

Net Profit/{Loss) before tax & dividends
Dividends

Taxation

Net Profit/(Loss) after tax & dividends
Profit/(Loss) Account

Assets

Fixed Assets

Current Assets

Liabilities
Short Term Creditors

Long Term Creditors

Provisions

Balance Sheet

Accounts to Accounts to Draft
30 September 30 September Accounts to
2008 2009 30 September
2010
£ £ £

4,110,374 8,924,433 11,358,082
194,040 349,468 (311,710)
507,811 550,712 771,378
265,435 350,085 151,759
190,000 100,000 -
(55,040) (107,277) (66,083)
210,395 142,808 85,676
(254,690) (111,880) (26,204)
376,009 480,915 1,773,816
1,985,064 36,531,202 44,293,302
2,361,073 37,012,117 46,067,118
20,704,915 30,803,710 38,443,298
131,880 5,790,654 6,934,266
20,836,795 36,594,364 45,377,564
- (17,633) (53,716)
257,310 400,120 635,838
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E and M E Gill Limited
(In Administration)

Administrator's Abstract of Receipts & Payments

To 06/09/2011
SofAL £ £
SECURED ASSETS
160,000 00 Leasehold Propenrty at 91,91a Beulah NIL
NIL
SECURED CREDITORS
(446,106 67) The Royal Bank of Scotland plc NIL
NIL
ASSET REALISATIONS
Uncertain Chattel Assets at Winchester House NIL
25,000 00 Chattel Assets 25,000 00
100 IT and Communications Equipment 100
24,997 00 Contact Database 24,997 G0
100 Commercial and Customer Records 100
100 Domain Name 100
97,000 00 Book Debts - VAT NIL
3,150 00 Book Debts - Rent NIL
NIL Book Debts - Europa Quality Print (UK) NIL
Uncertain Book Debts - Commissions and Advert NIL
3,235 00 Insurance Premium Refunds 3,235 31
53,235 31
COST OF REALISATIONS
Legal Fees (1) 9,000 00
{9,000 00)
PREFERENTIAL CREDITORS
(104,914 81) Employees Wage Arrears & Holiday P NIL
NIL
UNSECURED CREDITORS
(707,738 99) Trade & Expense Creditors NIL
(370,484 60) Employees NIL
(9,435,264 14) Cruiseline Operators NIL
{180,472 00) HM Revenue & Customs NIL
(7,934 95) HP Unsecured Clams NIL
NIL
DISTRIBUTIONS
(63,000 00) Ordinary Shareholders NIL
' {300,000 00) Redeemable Preference Shareholders NIL
{149,000 00) Preference Shareholders NIL
NIL
(11,451,531.16) 44,235.31
REPRESENTED BY
VAT Receivable 1,800 00
Bank 2 - Current 53,082 37
VAT Payable (10,647 086)
44,235.31

Page 1 of 2

IPS SQL Ver 502

06 September 2011 15 37




Insolvency Act 1986

E and M E Gill Limited

Estimated Statement Of Affairs as at 18 July 2011

Book Value Estimated to Realise
£ £ £
ASSETS
Leasehold Property at 91,91a Beulah Road 757,701 00 160,000 00
The Royal Bank of Scotland plc (446,107 00) {446,107 Cc0)
Deficiency ¢/d (286,107 00)
Chattel Assets at Winchester House Uncertain Uncertain
Chattel Assets 722,508 00 25,000 00
iT and Communications Equipment 100
Contact Database 175,022 00 24,897 0C
Commercial and Customer Records 100
Domain Name 100
Book Debts - VAT 97,000 00 97,000 00
Book Debts - Rent 3,500 00 3,150 00
Bocok Debts - Europa Quality Print (UK) 1,504 00 NIL
Book Debts - Commissions and Advertising 50,000 00 Uncertan
Insurance Premium Refunds Uncertain 3,235 00
153,385 0C
LIABILITIES
PREFERENTIAL CREDITORS -
Employees Wage Arrears & Holiday Pay 104,915 00
104,915 00
48,470 00
DEBTS SECURED BY FLOATING CHARGE PRE 15 SEPTEMBER 2003
OTHER PRE 15 SEPTEMBER 2003 FLOATING CHARGE CREDITORS
NIL
48,470 00
Estimated prescnbed part of net property where applicable (to carry forward) 12,694 00
35,776 00
DEBTS SECURED BY FLOATING CHARGE POST 15 SEPTEMBER 2003
Defictency b/d 286,107 00
286,107 00
(250,331 00)
Estimated prescnbed part of net property where applicabie (brought down) 12,694 00
12,694 00
Unsecured non-preferential claims (excluding any shortfall to floating charge holders)
Trade & Expense Creditors 773,964 00
Employees 246,266 00
Cruiseline Operators 9,424,816 00
HM Revenue & Customs 180,472 00
HP Unsecured Clairns 7,935 00
10,633,453 00

Page 1 of 2

07 September 2011 09 17




Insolvency Act 1986

E and M E Gill Limited
Estimated Statement Of Affairs as at 18 July 2011

Book Value Estimated to Realise
£ £ £
Estimated deficiency/surplus as regards non-preferential creditors
(excluding any shortfall In respect of F C's post 14 September 2003) (10,620,759 00)
Shortfall in respect of F C's post 14 September 2003 (brought down) 250,331 00

(10,871,090 00)

Issued and called up capital

Ordinary Shareholders 63,000 00
Redeemable Preference Shareholders 300,000 00
Preference Shareholders 149,000 00
512,000 00
TOTAL SURPLUS/(DEFICIENCY) {11,383,090 00)

Page 2 of 2 07 September 2011 09 17
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GILLS

SIP 9 - Time & Cost Summary
Penod 18/07/11 08/09/11

Time Summary

E and M E Gill Limited

Hours
Classification of work function Partner Manager g:g‘,eersg:;::{s gﬁ?ﬁ?&:ﬂ Total Hours Time Cost (£) ’:a'{:rge hourty
Administration & planning 000 000 7350 3605 108 65 18,174 75 147 65
Investigations 0do 000 000 000 000 000 000
Realisations of assets 0go 000 850 008 8 50 975 00 150 00
Trading Q00 000 000 000 000 o oo 0 00
Creditors 000 0 00 40 80 3100 7180 8,232 50 114 50
Case specific matters 040 000 0 00 000 000 000 000
Brought forward time 0 a0 000 Q00 000 000 000 000
in House Legal 000 D00 000 000 000 000 000
Total Hours 000 000 120 90 67 05 187 95 25,382 25 135086
e —t —
Total Fees Claimed 000




1. HARRISONS BUSINESS RECOVERY AND INSOLVENCY LIMITED FEE POLICY

Charge out rates and policy regarding staff allocation, support staff, the use of subcontractors and the recharge of
disbursements,

The fallowing information relating to the policy of Harrisons 1s constdered to be relevant:-
2. CHARGE OUT RATES

With effect from 1 April 2009 the following hourly charge out rates apply to all assignments undertaken by Harrisons:-

£
Directors 300-400
Managers 200-275
Senior Case Supervisors 175-200
Case Supervisors 100-160
Assistants 75-100

3. STAFF ALLOCATION, SUPPORT STAFF & THE USE OF SUBCONTRACTORS

We take an objective and practical approach to each assignment which includes active director involvement from the
outset. Other members of staff will be assigned on the basis of experience and specific skills to match the needs of the
case. Time spent by secretanial and other support staff on specific case related mattered, e.g report despatching, 1s
charged. Details of any subcontractor(s) used are given in the attached report.

9, PROFESSIONAL ADVISORS

Detalls of any professional adwvisor(s} used are given in the attached report. Unless otherwise indicated the fee
arrangement for each will be based on hourly charge out rates, which are reviewed on a regular basis, together with
the recovery of relevant disbursements.

The choice of professional advisors will be based around a number of factors including, but not restncted to, their
expertise In a particular field, the complexity or otherwise of the assignment and their geographical focation.

5. DISBURSEMENTS

Specific expenditure relating to the administration of a particular case 1s recoverable without approval and 1s referred
to as a “category 1 disbursements” Category 1 disbursements will generally comprise supplies of incidental services
specifically identifiable to the case, typical for items such as identifiable telephone calls, postage, case advertising,
invoiced travel and properly reimbursed expenses Included will be services specific to the case where these cannot
practically be provided intemally such as printing, room hire and document storage

Where we propose to recover costs which, whilst being in the nature of expenses or disbursements, may include an
element of shared or allocated costs {such as room hire, document storage or communication facilities provided by us)
they must be disclosed and be authorised by those responsible for approving the Insolvency practitioners’
remuneration Such expenditure 1s referred to as a “category 2 disbursement”. The following items of expenditure are
recharged on this basis and are believed to be in line with the cost of external provision.-

Photocopying 15p a sheet

Letterhead 12p a sheet

Fax 40p a sheet

Mileage 65p per mile

Meeting Room £50

Registered Office Fee  £60 per annum

Document Storage Storage charge of £3 per box per quarter
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A CREDITORS’ GUIDE TO ADMINISTRATORS' FEES

ENGLAND AND WALES
1 Introduction
11 When a company goes mto 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 remunerabion of the insolvency practitioner appointed to act as adminstrator  The
insolvency legislation recogrises this interest by providing mechanisms for creditors to determine the basis of the administrator’s fees  This guide 15 intended to help creditors be
aware of ther nghts under the legislation to approve and morntor fees, explains the basis on which fees are fixed and how creditors can seek information about expenses
incirred by the administrator and challenge those they consider to be excessive

2 The nature of administration

21 Administration is a procedure which places a company under the control of an insolvency prachbioner and the protection of the court with the following objective -
. rescuing the campany as a going cencern, or

. achieving a better result for the creditors as a whole than would be Itkely if the company were wound up without first being 1n administration,

or, if the admmistrater thinks nerther of these objectives is reasonably practicable, realising property in order to make a distribution to secured or preferential creditors
3 The creditors’ committee

31 The creditors have the nght to appoint a committee with @ minimum of 3 and a maxsimum of 5 members One of the funchons of the committee 1s to determine the
basts of the admunistrator's remuneration  The committee 15 normally established at the meeting of creditors which the admunistrator s required to hold within a maximum of 10
weeks from the beqinning of the administrabion to consider his proposals The administrator must call the first meeting of the committee within 6 weeks of its establshment, and
subsequent meetings must be held either at specified dates agreed by the committee, or when a member of the committee asks for ane, 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 his functions

4 Fixing the administrator’s remuneration

41 The basis for fang the administrator’s remuneration is set out m Rule 2 106 of the Insotvency Rules 1986, which states that it shall be fixed
. as a percentage of the value of the property which the admuinistrator has to deal with,

. by reference to the time properly given by the administrator and hus staff in attending to matters arsing 1n the administration, or

. 2s a set amount

Any combination of these bases may be used to fix the remuneration, and different bases may be used for different things dane by the administrator Where the remuneration 15
fixed as a percentage, different percentages may be used for different things done by the administrator

It 15 for the creditors’ committee {if there is one) to determine on which of these bases, or combination of bases, the remuneration s to be fixed Where it 15 fixed as a
percentage, It 1s for the committee to determine the percentage ar percentages to be applied, and where it Is a set amount, to determine that amount. Rule 2 106 says that in
arnving 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 administrator,

. the effectveness with which the administrator appears to be carrying out, or to have carried out, his dubes,

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

42 If there is no creditors’ committee, or the committee does not make the requisite determination {and prowided the drcumstances descnbed in paragraph 4 3 do not

apply), the admunistrator’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 15 not fixed in any of these ways, it will be fixed by the court on application by the administrator, but the administrator may not make such an application unless he
has first tned to get his remuneration fixed by the committee or creditors as descnibed above, and In any case not later than 18 months after his appaintment

43 There are special rules about creditors’ resolutions in cases where the administrator has stated in his proposals that the company has insufficent property to enable a
distnbution 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 thus case, if there 15 no creditors” committee, or the committee does not make the requisite deterrunation, 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 distnbution 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 creditor who does not respond to
an invitation to give or withhold approval,

. having regard to the same matters as the committee would

Note that there 1s na requirement to hold a creditors’ meeting m such cases unless a meeting 1s requisitioned by creditors whose debts amount to at least 10 per cent of the totaf
debts of the company

44 A resolubion of creditors may be obtamed by correspondence

5. Review of remuneration

51 Where there has been a material and substanbal change in arcumstances since the basis of the administrator’s remuneration was fixed, the administrator may
request that it be changed The request must be made to the same body as intially approved the remuneration, and the same rules apply as to the ongmal approval

6. Approval of pre-administration costs

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

adminsstration but which remain unpaid Such costs may relate to work done either by the administrator or by another insolvency practiioner Details of such costs must be
included in the administrator’s proposals

62 Where there 15 3 reditors’ committes, it is 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 insoivency practstioner who has incurred pre-admimstration

costs, considers the amount agreed to be insufficlent, approval may be given by a meeting of creditors Where the circumstances described i paragraph 4 3 apply, the
determinabion may be made by the same creditors as approve the administrator's remuneration

2010 Rules
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63 “The administrator must convene a metng 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 prachtioner who has incurmed such costs If there is no determination under these provisions, or if there Is but the administrator or other insolvency
practitioner considers the amount agreed to be insufficient, the administrator may apply to the court for a determination

7 What information should be provided by the administrator?
71 When seeking remuneration approval
7t1 When seeking agreement to his fees the admintstrator should prowide sufficient supporting information to enable the committee or the creditors to form a judgement

as to whether the proposed fee ts reasonable having regard to all the arcumstances of the case The nature and extent of the supporting informabion which should be provided
will depend on -

. the nature of the approval being sought,

. the stage during the administration of the case at whuch it s being sought, and

. the sze and complexity of the case

712 Where, at any creditors’ or committee meeting, the adminisirator seeks agreement to the terms on which he is to be remunerated, he should prowide the meeting

with details of the charge-out rates of all grades of staff, including principles, which are likely to be involved on the case

713 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 I1s based on time costs the administrator should disclose to the commuttee or the creditors the time spent and the charge-out vakue In the parbicular
case, together with, where appropriate, such additonal information as may reasonably be required having regard to the size and complexity of the case The addiicnal
informabon should comprise a sufficient explanation of what the administrator has achieved and how it was achieved to enable the value of the exercise to be assessed {(whilst
recognising that the administrator must fulfil certain statutery obligaions that might be seen to bnng no added value for creditors) and to establish that the time has been
property 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, beaning in mind the factors
set out m paragraph 4 1 abeve To enable this assessment to be carned out it may be necessary for the admenistrator to provide an analysis of the tme spent on the case by
type of activity and grade of staff  The degree of detail 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

Adrinistration and planning
Investigations

Realisation of assets

Trading

Creditors

Any other case-specific matters

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

. Manager

. Manager

. Other senior professionals
. Assistants and support staff

The explanation of what has been done can he expected to indude an outhine of the nature of the assignment and the admintstrator's own Initial assessment, incuding the
anticipated return to creditors  To the extent applicable it should also explain -

Any significant aspects of the case, parbicularly those that affect the amount of me spent

The reasons for subsequent changes in strategy

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

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

Any existing agreement about fees

- Details of how other professionals, including subcontractors, were chosen, how they were contracted to be paid, and what steps have been taken to review their
fees

. 0 0 8

It should be borne i mind that the degree of analysis and form of presentation should be proparbonate to the size and complexity of the case In smaller cases not all
categones of actvity will atways be relevant, whilst further analysis may be necessary m larger cases

714 Where the fee 15 charged on a percentage basis the adminustrator should provide details of any work which has been or I1s ntended to be sub-contracted out which
would normally be undertaken directly by an administrator or his staff

7.2 After remuneration approval

Where a2 resolution fixing the basis of fees 15 passed at any creditors” meeting held before he has substantially completed his funchions, the administrator should nobfy the
creditors of the details of the resolution in his next report or arcular ko them In all subsequent reports to creditors the administrator 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 bime costs he should alse provide details of the time spent and
change-out value to date and any matenal changes In the rates charged for the vanous grades since the resolution was first passed He should also provide such addional
nformation as may be required in accordance with the principles set out in paragraph 7 13 Where the fee s charged on a percentage basis the administrator should provide
the detalls set out n paragraph 7 1 4 above regarding work which has been sub-contracted out.

73 Disbursements and other expenses

There 15 no statutary requirement for the committee or the creditors to approve the drawing of expenses or disbursements, but there s provision for the creditors to challenge
them, as described below  Professional guidance 1ssued to insolvency practiioners requires that, where the administrator proposes to recover costs which, whilst being in the
nature of expenses or disbursements, may include an element of shared or aflocated costs (such 2s room hire, document storage or communication facilines provided by the
adminstrator’s own firm), they must be disclosed and be authorised 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

B Progress reports and requests for further information
81 The administrator 1s required to send a progress report to creditors at 6-monthly intervals The report must ndude -
. 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 perod of the report to fix 1t),
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. if the basis has been fixed, the remuneration charged during the period of the report, imespective of whether It was actually pald during that penod (except where it
15 fixed as a set amount, in which case It may be shown as that amount without any apportionment for the period of the report),

. if the report s 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
description of the work done dunng those penods, Irrespective of whether payment was actually made during the period of the report,

. a statement of the expenses incurred by the administrator during the period of the report, irrespective of whether payment was actually made during that penod,

. the date of approval of any pre-administration costs and the amount approved,

. a statement of the creditors’ Rghts to request further information, as explained in paragraph 8 2, and therr night to challenge the administrator’s remuneration and
expenses

82 within 21 days of receipt of a progress report 8 creditor may request the adminstrator to provide further information about the remuneration and expenses {other

than pre-administration costs) set out in the report. A request must be in wnbing, 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.

83 The adminstrator must provide the requested mformation within 14 days, unless he considers that -

. the time and cost involved 1n prepanng the information would be excessive, or

. disclosure would be prejudicial to the conduct of the administration or might be expected to lead to vielence aganst any person, or
. the administrator 15 subject to an obligabon of confidentiality 1n relation to the information requested,

in which case he must give the reasons for not providing the imformatien Any creditor may apply to the court within 21 days of the adminstrator's refusal to provide the
requested nformation, or the expiry of the 14 days time limit for the provision of the information

9 Provision of information ~ additional requirements

The adminstrator must provide certain information about time spent on a case, free of charge, upan request by any creditor, director or shareholder of the company
The information which must be prowded s —

. 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 period

The penod for which the mformation must be prowvided Is the penad from appointment to the end of the most recent period of stx months reckoned from the date of the
administrator’s appointment, or where he has vacated office, the date that he vacated office The information 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

10 What If a credrtor Is dissatisfied?

101 If a creditor believes that the administrator's remuneration Is too high, the basis is Inappropriate, or the expenses mcurred by the administrator are in all the
crcumstances excessive he may, provided certain conditions are met, apply to the court.

102 Application may be made to the court by any secured creditor, or by any unsecured creditor provided at least 10 per cent n value of unsecured creditors
(induding hum) 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 1
which the charging of the remuneration or incurning of the expenses in queston is first reported (see paragraph 8 1 abeve) If the court does not dismiss the application (which
it may If it considers that Insufficent cause is shown) the applicant must give the administrator 2 copy of the application and supporting evidence at least 14 days before the
hearing

103 1f the court considers the applicabion 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 admmistration

11 What f the administrator is dissatisfied?

111 If the administrator considers that the remuneration fixed by the creditors’ committee Is insufficient or that the basis used to fix It is 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 s inappropriate, he may apply to the court for the amount or rate to be increased or the basls changed If he deades 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 15 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 ane ar mare of their number to appear or be represented The court may order the costs to be pald as an expense of the administration

12 Other matters relating to remuneration

121 Where there are joint administrators it 15 for them to agree between themselves how the remuneration payable should be apportioned  Any dispute ansing between
them may be refarred to the court, the creditors’ committee or a meeting of creditors

122 If the admmstrator 15 a solictor and employs his own firm to act on behalf of the company, profit costs may not be paud unless authonsed by the creditors’
commuttee, the creditors or the court

123 1f a new administrator 1s appointed in place of another, any determimnation, resolution or court order which was In effect immediately before the replacement
conbinues to have effect i relation to the remuneration of the new administrator until a further determination, resolution or court order is made

124 where the basis of the remuneratien is a set 2mount, and the administrator ceases to act before the time has elapsed or the work has been completed for which the
amaunt was set, apphication may be made for a determination of the amount that should be paid to the outgoing administrator The applicaton must be made to the same body
as approved the remuneration Where the outgong admimstrator and the incoming administrator are from the same fiem, they will usually agree the apportionment between
them

13. Effective date

This guide apphes where a company enters administrahion on or after 6 April 2010, except where

. the apphecation for an adminustrabion order was made before that date, or

. where the administration was preceded by 2 hquidation which commenced before that date
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