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Statutory Information
The Company 1s reqistered in England and Wales under number 31395873

The trading address of the Company was 20 St Dunstans Hill, London, EC3R 8HL The

business also traded under the name MedRe

The registered office of the Company has been changed from c/o Charles Taylor Insurance
Services Ltd, Lloyds Chambers, Portsoken Street, London, E1 8BT to 6 Snow Hill, London,
EC1A 2AY

The Company has a registered share capital of £21,000,000 divided into 210,000 shares of
£100 each, all of which have been fully paid

Details of the Company's directors, secretary and shareholders within the last three years are

S o r—
-h Date appointed | Date resigned-] Shares held |
U Y SR |

as follows

Directors

Al Ammar Ef Regae {non-executive) 28-Jui-99 Nil
Had; Mohamed Seba (non-executive) 28-Mar-07 N
Omar Fakhri Al Aneizi 25-0Oct-78 27-Oct-14 N
Michael Collins 19-Dec-86 29-Jul-15 NI
Secretary

Michael Collins 26-Aug-81 Nit
Shareholders

Libya insurance Company 105,000
Compagme Centrale De Reassurance 105,000

The Company has been authorised as a UK insurance company since 1979 It 1s currently
authorsed by the Prudential Regulatory Authority (*PRA") and the Financial Conduct Authonty
{FCA”™) under reference number 202239

The Company has wniten the following classes of business (being both marnne and non-
marine), accident (including personal and general), agriculture, all nsks, aviation, cargo,
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contractars/employers all nisks, energy, engineering, fire, hull, hability, machinery breakdown,

motor and whole account

As a run-off insurance company, the Company is principally authonsed pursuant to Part 4A of
the Financial Services and Markets Act 2000 to carry on UK regulated activity of carrying out

contracts of insurance
Background to the Administration

The primary activity of the Company was the acceptance of non-life general reinsurance
business from Libya, Algenia and other Afro-Asian countries We understand that this initially
took the form of acceptance of principally reinsurance and retrocession business from Libya
and Algena, including business written by the Company's shareholders, Libya Insurance
Company (“LIC") and Compaignie Centrale De Reassurance ("CCR”) (collectively “the
Connected Account Business”)

in addition to this the Company took on non-Connected Account Business (1 e nisks from
countries other than Libya and Algera) untl 1986 and thus was subject to a scheme of
arrangement in 1989

Further non-Connected Account Business nsks, principally compnsing business from other

Afro-Asian countnes, was faken on from 2004

In October 2009, the Company stopped wniting new business and entered run-off in relation

to those policies that remained extant

Intially, management decided that run-off should be dealt with by way of a solvent scheme of
arrangement (“Solvent Scheme"), having also considered both outsourcing the run-off and an
outnght sale The shareholders ratified the decision to proceed by resolution at an AGM on
31 May 2011

During the period from May 2011 to March 2013 the Company had been working towards a
Solvent Scheme and had engaged with the then Financial Services Authority (“FSA”) In an
attempt to obtain thewr approval for such a scheme Over time however, it became clear that
there were a number of 1ssues that needed resolution in advance of approval from the FSA

which the Company understood to be as follows

s uncertainties surrounding the impact of Solvency Il Directive {2009/138/EC)

{"Solvency II") on companies in run-off, and

e concerns n relation to unexpired nsks, governing law clauses, as set out in the

reinsurance contracts and the varymg geographical locations of policyholders
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Consequently, and mindful that the lease of the Company's premises was due to expire in July
2014, management decided to again explore options for outsourcing the run-off and obtained
cost estimates for the engagement of external run-off companies

In July 2014, Charles Taylor Services Limited (“CTS"} were appointed as the Company’s
run-off agent CTS’ responsibility under the terms of its agreement with the Company
included, amongst other things, the day to day admmistration and management of the run-off
process, the progression of the plans for a Solvent Scheme as well as ascertaining what
would be required in order for the Company to comply with Solvency Il CTS, on behalf of
the Company, also appointed Barmett Waddingham to carry out a solvency capital
requirements (“SCR") review for the purposes of Solvency Il, which revealed a capial
shortfall for SCR purposes of some £2 6 million

By October 2014, Messrs Aneizi and Collins had expressed therr desire to resign as executive
directors and that, subject to shareholder and regulatory approval, Mr Collins should move
from being an executive to non-executive director  The shareholders approved this with effect
from 23 March 2015, subject to completion of appropnate formalties and to approvals being
obtamned

Following the sign-off of the December 2014 financial statements in March 2015, as part of
the considerations of the proposed Sclvent Scheme and the Solvency Il preparation, CTS was
alsc engaged n a substantial amount of work in assessing the Company's financial posttion
This had previously been undertaken by Mr Collins

At a Board meeting held on 27 July 2015, attended by the non-executive directors and
representatives of CTS, the directors requested that CTS undertake a review of the solvency
of the Company, and in particular the recoverability of its debtors generally

As a consequence of the findings of this report and with particular reference to the concems
in relatton to the recoverabiity of certain debtors for which the level of supporting
documentation was less than anticipated, the board was advised that it should seek formal
advice from an inselvency practhoner with a view 1o assessing the Company's current
financial position, options available to the directors and relevant formal insolvency proceedings

(f deemed necessary)

As a result, Rolhings Oliver LLP (“Rollings Olver”) were formally engaged by the Company on
14 September 2015 to prepare a report for the Company's directors addressing the matters
referred to in section 2 12 above The report was sent by Rollings Oliver to the directors on 1
October 2015

Following on from therr report, Rollings Cliver held further discussions with CTS, the PRA and
the Company Directors and after reviewang further information provided to them by CTS
advised the two remaining non-executive Directors that the Company would be best served
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by entering a formal insolvency process as a matter of urgency In forming this decision, the
following had been considered with the Company,

+ The Company’s estmated financial position,

e The fact that, the Company no lenger had a UK-based individual with appropriate
authonty and control over the Company’s affairs in order to take matters forward,

including but not imited to control of the Company's bank accounts,
+ The regulatory concerns,

s The fact that, a number of the Company's creditors had been pressing for payment

for some time, and,
s Concerns regarding the recoverability of certain of the unsupported debtors

With the assistance of CTS, Rollings Oliver, EC3 Legal LLP (the Company’s soliciiors) and
counsel from Erskine Chambers, the non-executive Directors of the Company made an
application to Court for an Administration order and Mike Rollings and Steve Butt were
appointed by the High Court as Joint Administrators of the Company on 4 December 2015

The Joint Administrators act jointly and severally in the Administration

The Admunistration 1s registered in the High Court of Justice, Chancery Division, Companies

Court, under reference number 9278 of 2015

The EC Regulation on Insolvency Proceedings 2000 does not apply to the Administration  The

proceedings are not main proceedings as defined by Article 3 of the Regulation

Administration strategy and purposes

The Administrators must perform their functions with the purpose of achieving one of the

following purposes
1) rescuing the Company as a going concern,

2) 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

3) realising property in order to make a distrbution to one or more secured or preferential

creditors

Further information on the pursuance of the above purposes 15 detailed below
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As the Company has ceased trading and has been in run-off, a process which commenced n
2009, 1t 1s not possible to rescue the Company as a gaing concern and therefore purpose (1)
15 not deemed as being achievable

The Administrators’ current understanding I1s that the Company does not have any secured or
preferential creditors and thus purpose (3) 1s not deemed as being achievable

Given the forgoing, and subject to the agreement of these proposals, the Administrators are
pnmanly pursuing purpose (2) achieving a better result for the Company's creditors as a whole

than would be likely iIf the Company were wound up (without first being in Administration)

Run-off agent

As referred to at 2 8 above, in July 2014, the Company instructed CTS as its run-off agent with
a view, ultimately, to proposing a Solvent Scheme

Whilst the Exit route from Administration and the mechanism by which funds will be distnbuted
to creditors referred to in Section 6 remains unclear at this early stage of the Administration,
the Administrators consider It appropnate to appoint a run-off agent to deal with various 1ssues

including, but not imited to, the following

+ Commutation strategy
¢ Clams handiing

s Premwum collection

+ Rensurance recoveries
e Debt collection

The agreement entered into between the Company and CTS is not automatically terminated
foliowing administration, the terms of the agreement and the services to be provided by CTS
under 1t are understandably broad, and, as a consequence of the Administration of the

Company, the agreement 1s no longer appropriate

Given their previous involvement with the Company and consequent understanding of the
business, the Admmistrators have had discusstons wath CTS in relation to the nature, scope
and terms of a revised run-off agreement and have now received a formal cost proposal from
CTS which s reflected in the Schedule of estmated expenses to be incurred by the
Admnistrators at Appendix E and the estimated outcome statement at Appendix G On the
basis that such a proposal 1s acceptable and that outline agreement of scope and terms for a
run-off agreement can be reached, we will clanfy that the PRA has no objection to the
agreement and the cutsourcing of certain of the Company's functions in this way
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We expect to have further information in relation to the formahsation of such an agreement at
the initial meeting of creditors referred to in Section 12 below

However, should these discussions with CTS faill to result in an agreement being reached
which, Iin the view of the Adminisirators, represents scope and terms which will be of
assistance to the Adminustration process and represent value for the Company and creditors
generally, we will seek comparable proposals from other run-off agents with a view to entenng

such an agreement in early course
Progress of the Admimstration to date

As shown on the Director’'s Statement of Affars, the Company's assets pnncipally compnse

cash at bank and various categones of debtors
Recovery of funds held in the Company's accounts with vanous banks

Upon appointment, the Administrators wrote to all banks, of which they were aware, that the
Company had used, requinng that all of the Company's accounts be frozen, the balance of
funds held to the order of the Company (aciing by the Administrators) in advance of being
transferred to the Administration accounts and that statements and other relevant information
in relation to the accounts and the Company’s conduct of these accounts was to be provided

as a matter of urgency

A summary of the funds held by the Company at the date of Administration and the funds
that have been received to date 1s set ocut below from which it can be noted that £1,143,955
has to date been receved and the Administrators are awaiting further funds from a number

of banks

Funds received as at
22 January 2016

]
GEP(E) Equivalent” |

Balance as at

Bank Location Currency

' 4 December 2015

195,494 07 |

nil

UK 195,494 07 GBP
UK 120,961 9 usD 80,048 96 nil
UK 98,769 50 EUR 71,131 82 il
UK 3,680 81 GBP 3,680 81 368172
UK 228 21 GBP 2921 22928
UK 000 EUR 000 n/a
UK 1,025,011 04 GBP 1,025,011 04 1,082,081 31
UK 7,424 87 GBP 7,424 87 nil
UK 58,048 79 GBP 58,048 79 57,963 06
Bahrain 95,614 18 uUsb 63,936 37 nl
Algena 3,254 00 Algenan Dinar 2014 il
Algena 25,766 00 usD 17,051 17 ml
Tunis 6,751 00 uspD 4,467 61 ul
Turus 6,031 00 GBP 6,031 00 nil
[ ew . REERS 1,143,955 37

*Exchange rate taken from XEcom at closing value on 4 Decerrber 2015
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Attempts have been made to recover funds held by banks outside of the UK In Bahrain the
Administrators have been mformed that they must seek formal recognition of the UK
Insolvency proceedings by the relevant junisdiction’s government pnor to the release of funds

and are In the process of instructing solicitors in Bahrain for this purpose

In addition, there 15 uncertainty as to recovery of those funds located in Tunisia and Algena

given the lack of recent correspondence from these banks
Trading premises

The Company's lease for its former trading premises at 20 St Dunstans Hill, London, EC3R
8HY expired on 25 July 2014 which contnibuted towards the Directors’ decision to cutsource
the run-off of extant policies and appaint run-off agents It 1s understood that payments were
made In respect of dilapidations due under the lease and that the Company has no further

habilites in respect of these premises
Employees

The Company had no employees at the date of Administration, all remaining employees of the
Company having ceased to be employees prior to Administration Based on information
avallable, the Administrators currently understand that there are no outstanding employee
habilities or matters to be dealt with

Regulatory matters

As the Company's pnmary activities were insurance and reinsurance, the PRA, as the
relevant regulatory body, were consulted prior to the administration application, and therr
approval was sought for the appointment of the Administrators On 26 November 2015 the
PRA consented to the appointment provided that it took place within 30 days, 1e on or
before 26 December 2015

In addition the Financial Conduct Authority (“the FCA’) were consulted pnor to the
administration application, and therr approval was sought for the appointment of the
Administrators On 26 November 2015, and for the purposes of section 362A of the Financial
Services and Markets Act 2000, the FCA formally consented to the appointment provided that
it took place within 30 days, 1e on or before 26 December 2015

The Administrators will continue to correspond with the PRA and FCA to update them on the
progress In the Adminustratton and seek theirr engagement where necessary including, but nt
hmited to, any outsourcing agreements they propose entenng into, the mechamsm for the
distnbution of funds to creditors and ongoing regulatory requirements dunng the course of the
Administration
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investigations

In order to ascertain the full extent of realisable value of the Company's assets, the
Adrministrators will, in conjunction with therr legal advisers Cooley (UK)LLP and CTS, continue
to collate information in relation to the conduct of the Company's affarrs and review the
Company's records

Creditors are invited to provide information on any concerns regarding the way in which the
Company’s business has been conducted, and on potential recoveries for the estate  If you
have any information, please forward it to the Administrators using the contact details in these

proposals
Proposed work to be undertaken

In addition to realising the cash at bank not already realised, as summansed in the director's
Statement of Affairs, the Administrators will continue to haise with the banks where the
Company holds funds to arrange transfer to the administration account and make further
enquines in relation to the conduct of the Company's business and other matters that come

to our attention

The Administrators will also be required to undertake certain statutory matters as a
consequence of their appointment, further details of which are set out in Appendix D

As detailed in Sechion 2, CTS were instructed to act as run-off agent by the Company in July
2014 and due to the technical nature of the Company's business, the Administrators believe
it 1s appropriate to retain the assistance of CTS in dealing with certain aspects of the

Administration
An overview of the work to be undertaken by CTS i1s set out below

+ Commutation strategy
s+ Claims handling

» Premium collection

« Rensurance recoveries
e Debt collection

it should be noted that there may be additional matters that CT will deal with, and this will be
considered when agreeing the formal arrangement with them However, the Administrators

and ther staff will have ongoing involvement in these areas where and when appropriate

The Administrators have agreed with CTS that certain costs that they have incurred In
providing information which has assisted in the preparation of these proposals (and as set
out in Appendix E) will be discharged as expenses of the Administration
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Administrators' receipts and payments

A summary of receipts and payments for the Admunistration penod from the date of my
appointment 1o 22 January 2016 s attached as Appendix A

The only recetpts to date have been cash realisations held in the Company's bank accounts
of £1,143,955 The Administrators are In correspondence with the remaining banks which the

Company banked with in order to realise remaining funds

No payments have been made in the Administration to date Costs have been incurred for
statutory advertising, statutory bonding, printing and postage and certain costs incurred by
CTS in the provision of information for the purpose of these proposals Pre-appoiniment costs
are detailled at section 7 and pre-appointment time costs are detaled at Appendix F and
Appendix H The Administrators’ time costs for the pericd 4 December 2015 to 15 January
2016 are detalled at Appendix C Legal fees incurred to date are £39,272 plus disbursements
and VAT.

Financial Position

Attached at Appendix B 1s a summary of the Directors' Estimated Statement of Affarrs of the
Company as at the date of the appointment of the Administrators This was venfied by

statements of truth by the directors on 4 January 2016

I have the following observations to make n relation to the Directors’ Estimated Statement of
Affairs

Assets
Cash at bank

Please note that for the purposes of the Statement of Affairs, the cash at bank held in
currencies other than £EGBP was converted to £GBP using rates calculated as at the date of

appointment

The cash at bank Estimated to Realise (‘ETR") value 1s expected to be realised in full with
some upward adjustments for receipts in the penod immediately following the Administration
order being made | refer you to comments regarding recogmition of UK insolvency
proceedings in certain Junsdictions 1n section 3 14 above

Supported debtors

Supported debtors are those balances where sufficient supporting documentation i1s currently
apparent from the records of the Company to suggest that these debts should be recoverable
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in full, subject to a number of provisions and other adjustments that have already been
recognised and/or reconciled dunng the period of run-off pnor to Administration

Gwven the nature of the rematning work that 1s to be completed as part of the run-off (and of
the underlying business) some of these balances are expected to change dunng the course

of the Administration
Unsupported debtors

Unsupported debtors are those balances where sufficient supporting documentation 1s not
currently apparent from the records of the Company to suggest that these debts will be
recoverable in full Whilst a provision against the recoverability has been made and the
directors have indicated that the recoverable value of these assets 1s uncertain, the
Administrators will, in conjunction with their advisers (including CTS) continue to review the
records of the Company and available information to better understand the recoverability (or

otherwise) of these debts
Other debtors

As for unsupported debtors referred to above, the Administrators will, in conjunction with
their advisers {(iIncluding CTS) contmue to review the records of the Company and available

information to better understand the recoverability (or otherwise) of these debts
L:abilities
Claims outstanding and creditors — reinsurance operations

These amounts are as per the Company’s management accounts for the period ended 30

June 2015 as adjusted for the recognition of certain other transactions

Following the verfication of the statement of truth by the directors on 4 January 2016,
unadjusted management accounts information 1s now available for the period ended 30
November 2015 The balances shown in these accounts will be reconciled into the
statement of affars However, it should be noted that as for the supported debtors referred
to above, gven the nature of the remaining work that 1s to be completed as part of the run-off
(and of the underlying business) some of these balances are expected to change during the

course of the Administration
Other creditors including tax/social securty

This amount 1s an histenc figure taken from the company's audited accounts as at 31 June
2014 Further investigation needs to be undertaken as to the actual hability, if any that may

become due
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Current expenses

These are understood to be expenses incurred by third parties and CTS n assisting the
Company dunng the run-off penod pnor to Administration These claims will be adjudicated

when appropriate

Exit Routes

There are a number of potential exit routes from the Admmistration which wall, at least in part,
be dnven by the number of different classes of creditars of the Company and the level of

funds available to be distributed to creditors

Scheme of arrangement, Company Voluntary Arrangement (“CVA") or a court sanctioned

distnibution mechanism

A scheme of arrangement ("Scheme™) 1s a compromise or arrangement under Part 26 of the
Companies Act 2006 which may allow compames to reach a binding compromise with their

creditors to discharge all remaining assets and habilities

If certain majonty approval thresholds are met, the terms of the scheme once agreed are
binding on the company that promotes the Scheme and all creditors, regardless of whether

or not iIndwidual creditors onginally voted for the scheme

Given the early stage of the administration, the additional work required dunng the run-off, the
current lack of certainty as regards the total funds anticipated as being available to distribute
to creditors and the complexity and cost of a Scheme, it cannot as yet be ascertained whether
a Scheme will prove to be a feasible or appropnate distnbution mechanism

However, in the event that a Scheme 15 not feasible, it may be possible for the Administrators
to propose either a Company Voluntary Arrangement or a court sanctioned distnbution
mechanism, the intention of which would be to introduce a streamlined process for the formal

agreement of claims and the distribution of funds to creditors
Further information will be provided to creditors in relation to these matters in due course

Dissolution of the Company
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If the Administrators censider a distnbution will be avalable to the unsecured creditors from
the assets realsed, this will be distnbuted within the Administraton using one of the

mechamsms referred to above

Once this has been completed, and assuming that there are no further matters that need to
be dealt with in the Adminisiration generally, a notice will thereafter be filed at Court and with
the Registrar of Companies with the Administrators’ final report, for the dissolution of the
Company

The same notice would also be filed and the Company moved to dissolution if the
Administrators think that the Company has no property which might permit a distribution to its
unsecured creditors A copy of these documents will be sent to the Company and its credrors
For the avoidance of doubt, based on information currently available we anticipate that there

will be a distnbution to creditors

in these circumstances, the Administrators' appointment would end following the registration
of the notice by the Registrar of Companies

Compulsory hiquidation

If the Administrators conclude that an exit into iquidation 1s appropnate so that further
investigations into the Company's affars may be carried out (or indeed for any other reason},
an application to court may be made to exit into Compulsory Liquidation instead  If this 1s
appropnate, at this stage it 1s anticipated, but not mandatory, that the Administrators will

become the Liquidators in the subsequent iquidation

Pre-administration costs

Under the terms of an engagement letter dated 15 September 2015 to provide the advice
referred to In section 2 12 above (“the Adwvisory Engagement Letter”), dated 15 September
2015, the Company agreed that Rollings Oliver be paid an amount in respect of the value of
their tme costs capped at £5,000 plus Value Added Tax (“VAT"} and disbursements for their
work in prepanng and delivering their report to the Directors of the Company, dated 1 October
2015

Under the terms of an engagement letter dated 8 October 2015 (“the Administration
Engagement Letter’), it was agreed that the costs associated with assessing that
administration was the appropnate insolvency procedure and costs incurred in seeking the
appointment of Steve Butt and Mike Rollings as Administrators would be paid to Rollings Oliver
LLP as costs of the Administration under the provisions of R2 67A of the Insolvency Rules

1986 and subject to the agreement of either a Creditors’ Committee of the Creditors generally




It was further agreed, that any additional expenses (e g solicitors, counsel and other

professional fees) would also be subject to agreement by in the same way

73 Rollings Oliver LLP's costs for the pre-administration penod total £83,068 including the capped

fee of £5,000 plus VAT and disbursements under the Advisory Engagement Letter referred to

at7 1 above A summary of ime costs incurred and the value of that ime 1s set out at Appendix

F

74 Pre-administration costs incurred by the Administrators and their firm include time spent in

relation to the following activities

imtial email and telephone correspondence, and physical meetings with CTS and the
Directors to understand the nature of the Company's financial position and the
process to be followed to put the Company into the relevant insolvency process given
the nature of the Company's business,

A review of the financial position of the Company and the production and delivery of

a report covenng this and setting out the options available to the directors,

conference calls, meetings and email correspondence with the PRA and FCA to keep
them appraised on the status of the Company and to seek thewr input in relation to the

proposed application for Administration,

engaging and corresponding with the Company's solicitors, EC3\Legal LLP, and
members of Erskine Chambers, in respect of the provision of legal advice pertaining
to the Company's solvency In particular, to assist in determming that administration
was the most appropnate process for the Company and collating and scheduling
information to assist in the preparation of the application to Court,

preparation of a witness statement for the proposed Administrators to provide
additional information in relation to the suitability of making such an order and the
Objective that may be achievable and assisting the directors in consideration of their

own witness statement and the basis of the application,

reviewing documentation provided by CTS in relation to the position of creditors and
debtors, and to the funds and assets held by the Company, in consideration of a
strategy for how they could be recovered expeditiously following the making of the
Order, and,

attendance at Court for the administration application hearing

75 All of the activities referred to above and the resulting time recorded were necessarily incurred

in order to obtain the Order and place the Company into Administration
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The Drrectors mstructed EC3\Legal LLP to act on behalf of the Company in relation to the
application for the Order As part of this assistance, EC3\Legal LLP retained the services of
Peter Arden QC, assisted by Andrew Blake, of Erskine Chambers (“Counsel”) to prepare and
present the Company's application for the Order

The Order which was made by Mr Justice Nugee provided for the legal fees and costs
(ncluding Counsel) and accountancy costs (Rollings Oliver) to be paid as an expense of the
Admirustration

Pre-Admimistration fees charged and expenses incurred by the Administrators (excluding VAT)

are as follows

51 Costs chargodj‘Disbursemnms‘f Amount ungpaid
i

(®) Gl (£)

Chargsd by |! Services provided
: i

A _

Pre-admynistration fees -
Rollings Oliver LLP Adwsory Engagement Letter 5,000 00 18 60 5,018 60
{as detailed above)
Pre-admunistrafion fees -
Rollings Ofiver LLP Admimistratron Engagement 78,067 50 170 15 78,237 65
Letter (as detailed above)

Analysis and provision of

Charles Taylor Servces information to support 47,534 33 2,655 00 50,189 33

bimited application to Court
{ adwn
EC3\Legal LLP Legal advice and asstslance 25,916 50 Nl 25,916 50
n seeking Court Order
Legal advice and
Erskine Chambers representation in Court 19,540 00 Nt 19,540 00
hearing

For the avoidance of doubt, no payments have been made in relation to any of these pre-
Administration fees

The payment of the unpaid pre-Administration costs set out above as an expense of the
Administration 1s subject to the approval of creditors, separately to the approval of the
Administrators’ Proposals This approval will be the responsibility of the Creditors’ Committee
(“Commuttee™ If one I1s appointed, or alternatively by resolubion of a meeting of creditors where
there 1s no Committee

In addition to this, given the interest that has been expressed by some creditors in acting on
a Committee, we anticipate that a Committee will be formed and would welcome this
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Administrators’ remuneration

As Adminestrators, under the provisions of R2 106 of the Insolvency Rules 1986, we are
required to provide creditors with details of the work we propose to undertake in the
Administration and the expenses we consider will be, or are likely to be, incurred in dealing
with the Company's affairs, prior to determining the basis upon which our remuneration will be
fixed

in addition to this, where Administrators seek to pass a resolution to agree the basis of therr
remuneration by refaerence to the time properly spent by them and therr staff in attending to
matters ansing in the Administration, an estimate of their fees outlining the time and estimated

costs of the work to be done must also be provided

in this case, we are seeking to agree that our remuneration be based ¢n the ttme properly
spent by us and our staff in dealing with the affairs of the Company Our fees estimate and
details of the work we propose to undertake can be found in Appendix E to this report  Please
note that that in this case and considenng the stage of the Admunistration and the run-off
process this estimate covers the period ending 3 May 2016 only and f we consider the
estimate will be exceeded during the Admtnistration, we are obliged to seek further approval
for any increase In our remuneration We will also need to provide further fees estimates for

subsequent penods

As set outin 7 10 above, given the interest that has been expressed by some creditors in
acting on a Committee, we anticipate that a Committee will be formed and would welcome
this

The fees estimate provides details of these matters where relevant and appropriate approval

to the basis of our remuneration will be sought as outlined in section 10 of this report

{ will provide updates on the expenses | consider will be, or are hkely to be, incurred during
this case with my progress reports tin due course

A copy of “A Creditors’ Guide to Administrators’ fees 1s avallable on request or can be
downloaded from hitp //www Insolvency-practitioners org uk/requlation-and-quidance/guides-
tofees If you would prefer this to be sent to you in hard copy please contact

medre@rollingsoliver com

Estimated Outcome and Dividend Prospects for Creditors

An estimate of the outcome of the Administration as at 15 January 2016 with explanatory notes
1s attached as Appendix G
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Additional realsations of cash at bank have been made since the estimated cutcome
statement was compiled, but as these sums do not matenzlly affect the calculations involved,

the estimate has not been amended to reflect this
Secured creditors

There 15 no registered security giving charges over the assets of the Company Consequently,

the provisions of S176A of the Insolvency Act 1986 will not apply

Preferential creditors

The Company had no remaining employees at the date of our appointment, nor is there
believed to be any outstanding employee liabiities As such, itis understood that the Company

has no preferential creditors
Unsecured creditors

Based on current estimates, the Admimistrators anticipate realising sufficient assets to enable

a distnbution to be made to unsecured creditors

However, given the uncertainty surrounding the value of realisations made from debtors of the
Company, in particular the unsupported debtors, the Administrators are not In a position to
determine the value of any unsecured dividend Creditors will be provtded with guidance on

the proposed dividend process and likely return in due course

Proposals

It 1s proposed that the Adrministrators will continue to manage the affairs of the Company in
order to achieve the objective of the Admimstration In the circumstances it Is proposed that

The Administrators will appoint a run-off agent (be that CTS or some other comparable
organisation) to assist in the run-off of the Company under scope and terms which will be of
assistance to the Administration process and represent value for the Company and creditors

generally,

The Adminustrators shall, in conjunction with the run-off agent realise the Company's assets
as soon as 15 reasonably practical and wind up the Company in the best interests of the

creditors whilst continuing to liaise with the appropnate authonties and regulatory bodles,
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The Administrators shall be authonsed to take such legal action and to make applhication to
Court for directions and otherwise as they consider appropnate with a view to achieving the

Purposes,

The Administrators shall keep the funds held by the Company in such currencies as they deem
appropriate,

The Admirnustrators shall appoint and instruct such other professional advisers as they deem
appropnate for the purposes of assisting them in achieving the Purposes of the Administration
This may include, but not be himited to, run-off agents and legal advisers in the UK and other

relevant junsdictions, forensic accountants, actuarnies and tax advisers

If, having realised the assets of the Company, the Administrators think that there are
sufficient funds available, they shall seek approval from the PRA and, should one be
appointed, the Creditors' Committee, of therr proposed distnbution mechanism and plan

which may consist of one of the following,
s A Scheme,
» A Company Voluntary Arrangement under Part 1 of the Insolvency Act 1986, or
s A court sanctioned distnbution mechanism

The Adminsstrators shall do all such other things and generally exercise all of their powers as
contained in Schedule 1 of the Insolvency Act 1986, as they consider desirable or expedient

to achieve the Purposes

The exit route used by the Administrators shall be either of the following without further

recourse to clients or creditors

+ If there are no outstanding matters that require to be dealt with in a iguidation and if
the Administration objectives have been met, the Administrators shall file the
appropnate notices at Companies House and notify creditors and clients accordingly,
to formally conclude the Administration and move the Company to dissolution, or,

s o petition the court for a Compulsory Winding Up (Liquidation) of the Company and
to appoint the Administrators as Liquidators

In the event that Compulsory Winding Up 1s the most appropriate exit route from Administration
and the Administrators are appointed as Liquidators, any action taken by the Liquidators may
be taken by them individually or together

If the Administrators consider it necessary to extend the penod of the Administration, they will

seek the consent of creditors or the approval of the Court to the extension Creditors may




10 11

1012

1013

1014

10 15

1016

1017

consent to an extension for a period of up to one year and the Court can order that the

Administrators' term of office be extended for a specified penod determined by it

The creditors consider establishing a Creditors' Committee and that if any such Committee i1s
formed they be authorised to sanction the basis of the Admimstrators’ remuneration and
disbursements and any proposed act on the part of the Administrators without the need to
report back to a further meeting of creditors generally, to include any decision regarding the

most approprate exit route from the Administration

The Administrators will ensure regular meetings of and/or reports to be 1ssued to any Creditors’
Committee that 1s formed in a manner agreed with such a Creditors’ Committee

Remuneration, other amounts payable to the Administrators and their release

In addition to the matters referred to elsewhere in section 8, the following matters relating to
the Administrators’ remuneratien, when this should be drawn and the basis of certain of their
disbursements will need to be agreed separately from the main proposals These are as set

out below

The basis of the Administrators’ remuneration may be fixed as one or more of the following

bases and different bases may be fixed in respect of different things done by them
= as a percentage of the value of the assets they have to deal with, or

» by reference to ime properly spent by the Administrators and their staff managing the

Administration, or
= as aset amount

In this case, the Administrators are seeking the approval of the basis of their remuneration as

follows

= by reference to the time properly spent by the Admtnistrators and their staff in

attending to matters ansing in the Administration

In accordance with Statement of Insolvency Practice No 9, 1ssued by the Association of
Business Recovery Professionals, the Administrators be authorised to draw Category 2
disbursements as and when funds are available, in accordance with their firm's published tanff

Details of Category 2 disbursements charged by the firm can be found in Appendix E

Where no Creditors’ Committee 1s appointed, the remuneration and disbursements of the
Administrators shall be fixed by resolution of a meeting of creditors or where the Administrators
think that the company has insufficient property to enable a distnbution to be made to the
unsecured creditors {other than via the prescribed part), approval will be sought from the




secured and {If necessary) the preferential creditors in accordance with R2 106 of the
insolvency Rules 1986

1018 The Administrators will also seek approval for any unpaid pre-administration costs as
expenses of the Administration detalled in Section 7 above

1018  The Administrators will be discharged from liability under Regulation 15 and paragraph 98 of
Schedule B1 to the Insolvency Act 1986 immediately following their appointment ceasing to
have effect or at such other time as specified by the Court

11 Next Report

111 The Administrators are required to provide a progress report within one month of the end of
the first six months of the Administration and | will report to you again at this time

12 Meeting of Creditors

121 An inthial meeting of the Company's creditors 1s being convened to approve the Administrators’
proposals The meeting will be held on 10 February 2016 at 11 00am (GMT) at the offices of
Cooley (UK) LLP, Dashwood, 69 Old Broad Street, London, EC2M 1QS, UK

122 Further information on the meeting 15 contained in the letter accompanying this report

Yours faithfully
For The Mediterranean Insurance & Reinsurance Company Limited

eve Butt
Joint Administrator

Michael David Rolings and Steven Edward Butt were appomted as Joint Administrators of The Mediterranean Insurance &
Reinsurance Company Limited by order of the High Court on 4 December 2015

The affairs, business and property of the Company are being managed by the Joint Administrators who act as agents of the
Company and without personal hability

Michael Dawd Rollings and Steven Edward Butt are licensed to act in the UK as insolvency practitioners by the Insolvency
Practiioners Association

The Mediterranean Insurance & Reinsurance Company Limited 1s authonsed by the Prudential Regulation Authonty and regulated
by the Prudential Regulation Authonty and the Financial Conduct Authonty, reference number 202239 The Company Numberis
01395873 and the registered office 1s 6 Snow Hill, London, EC1A 2AY




Appendix A

Receipts and payments for the period 4 December 2015 to 22 January 2016

RECEIPTS Total (£)
Cash at Bank 1,143,955 37
1,143,955.37

PAYMENTS
000
Balance In Hand 1,143,955.37

1,143,955 37




Appendix B

Summary of the Directors' statement of affairs of the Company as at 4 December 2015

Summary of Assets

Estimated to

Assets Book Value Realise

£ £
Assets subject to fixed charge
Assets subject to floating charge:
Uncharged assets:
Cash at Bank 1,630,320 00 1,503,156 00
Supported debtors 3,513,587 00 1,480,176 00
Unsupported debtors 6,343,216 00 Uncertain
Other debtors 14,055 00 Uncertain
Estimated total assets available for preferential creditors 2,983,332 00




Summary of Liabilities

Estimated to

Realise
£
Estimated total assets available for preferential creditors (Carried from Page A) 2,983,332 00
Liabilities
Preferential Creditors -
NIL
Estimated deficiency/surplus as regards preferential creditors 2,983,332 00
Debts secured by floating charge pre 15 September 2003
Other Pre 15 September 2003 Floating Charge Creditors
NIL
2,983,332 00
Estimated prescnbed part of net property where applicable (to carry forward) NIL
Estimated total assets available for floating charge holders 2,983,332 00
Debts secured by floating charges post 15 September 2003
NIL
Estimated deficiency/surplus of assets after floating charges 2,983,332 00
Estimated prescribed part of net property where applicable (brought down) NIL
Total assets available to unsecured creditors 2,983,332 00
Unsecured non-preferential claims (excluding any shortfall to floating charge holders)
Claims outstanding (gross) 1,418,000 00
Prowvision for exceptional run-off costs Uncertain
Creditors -reinsurance operations 2,880,092 00
Other creditors incl tax/social secunty 212,430 00
Accruals and deferred income Uncertain
Current expenses 65,087 00
4,575,609 00

Estimated deficiency/surplus as regards non-preferential creditors
(excluding any shortfall in respect of F.C's post 14 September 2003)

(1,692,277 00)

Estimated deficiency/surplus as regards creditors

Issued and called up capital

(1,592,277 00)

NIL

Estimated total deficiency/surplus as regards members

(1,592,277 00)
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Appendix E
Additional information in relation to Administrators’ fees

1 Fee Basis

The Adminustrators are seeking to agree the basis of ther remuneration in this case as time
properly spent by them and therr staff in dealing with the affairs of the Company This appendix
includes details of the work the Admnistrators propose to undertake and the expenses the
Administrators consider will be, or are likely to be, incurred

Where a time cost basis 1s being sought, this will include the Administrators’ fees estimate,
which also provides details of the hourly rate or rates the Administrators and their staff propose
to charge for each part of that work and the time they anticipate each part of that work will
take

Our initial fee estimate covering the period ending 3 May 2016 1s set out on the next page
Given the uncertainties referred {o elsewhere in the Proposals, the estimate of the
Administrators’ remuneration 1s only for an imtial period of 6 months (1 e for the penod
ending 3 May 2016), by which time, the full extent of the work required of the Administraters,
exient of the interaction required between the Administrators and the run-off agent and the
extent of any matters ansing from the Administrators’ review of the Company’s affars and
the conduct of its business in the period prior to Administration 15 likely to be apparent As
referred to in the Proposals, it 1s anticipated that a Committee will be formed and in those
circumstances, addiional information will need to be provided to the Committee before a

resolution agreeing the basis of the Administrators' remuneration 1s approved

We consider that it may be necessary to seek further approval under the Insolvency Rules to
exceed the fees estimate included with this report and to seek approval for subsequent

penods
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2 Expenses

Below I1s a table which outhnes the expenses that we consider at this stage will be, or are
kely to be, incurred in dealing with the Company’s affars We will provide an update to
creditors in our future progress reports

; Estimated total |,

! Notes |

Provider Activity and nature of expense :Date of Instm.u:tlcmf Fee basis cost (£) |

1 07-Dec-15| Timecosts | 50,000 1
Coaley (UKILLP 1 7 sistance veth imvestigations 07-Dec-15 Time cosls 75 000 1
Assistance with investigations Not yet instructed Time costs 25,000 2
Erskine Chambors Assistance with Court directions Not yet instructed Time cosls 25,000 2
Charles Taylor Estimated run-off agent costs Not yet instructed| Time and matenals - TBC 175,000 3
Seraces Limited Assislance with prowsion of
information for proposals 22-Dac-15| Time and matenals - TBC 1,485
Corporation tax retums, VAT Estimated foe - ime costs
Accountants advice Not yel instructed _______ cap ', 5,000 4
Total estimated expenses

NB The above fees and expenses are exclusive of VAT

Notes to the Expenses Schedule

1 The Administrators' choice of Cooley (UK) LLP ("Cooley”) as therr legal advisors was

based on their known expenence n the fiald of insurance and reinsurance

The regulatory requirements of the Company whilst in Administration need to be clanfied
and considered, and due to Cooley's understanding of such matters, the Administrators

will seek their ongoing advice to ensure they are comphant with PRA and FCA regulations

Due to the complex nature of a number of matters that may require further mvestigation,
and due to the experience of Cooley in such matters, the Administrators believe that they
are best placed to perform this work

Fees will be on a time cost basis, and for the purposes of the Estimated Expenses
Schedule ("EES") have been estimated The actual quantum of such costs will be

dependent upon the number and complexity of matter instructed upon

2 It s anticipated that advice from Counsel may be required durning the first 6 months of the
Administration in respect of investigations into the Company's affars prior to the
Administration, and where necessary, direction from the Court for matters such as an

alternative distnbution mechanism as an alternative to a Scheme of Arrangement

Erskine Chambers acted for the Company in the Pre-administration penod, and in respect
of the applicatton to Court for the Administration Order Due to therr detailed knowledge of



the Company, should assistance be required, it 1s anticipated that they will be instructed
to act

3 Charles Taylor acted for the Company i the run-off of thewr remsurance business Due to
their pre-existing knowledge of the Company’s business, and subject to our comments in
relation to our current discussions with Charles Taylor elsewhere in this report and
proposals, we anticipate that they will be instructed to act as run-off agent in this regard

4 Specialist accounting advice will be sought to assist the Joint Admimistrators with the
Company's pre and post appointment tax affairs (corporalion tax and VAT) A general
provision for advice has been included Once the company's current tax status s further
understood, the choice of accountant wil be based upon their expenience in dealing with

any outstanding matters

Staff Allocation and the use of Sub-contractors

The general approach to resourcing our assignments s to allocate staff with the skills and
expenence to meet the specific requirements of the case

The constitution of the case team will usually consist of a Partner, a Manager, and an
Associate The exact constitution of the case team will depend on the anticipated size and
complexity of the assignment and the expernence requirements of the assignment Qur charge
out rate schedule below provides details of all grades of staff and their expenence level

We are not proposing to utiise the services of any sub-contractors in this case

Administrators’ Disbursements

Category 1 disbursements do not require approval by creditors The type of disbursements
that may be charged as a Category 1 disbursement to a case generally comprise of external
supples of incidental services specifically identifiable to the case, such as postage, case
advertising, invoiced travel and external prninting, room hire and document storage Also
chargeable will be any properly reimbursed expenses incurred by personnel in connection with
the case Any Category 1 disbursements we anticipate being incurred in this case are included

in the table of expenses above

Category 2 disbursements do require approval from creditors  These are costs which are
directly referable to the appointment in question but are not payments which are made to an
independent third party and may include shared or allocated costs that can be allocated to the
appointment on a proper and reasonable basts such as internal room hire, document storage

or business mileage



We would advise that the following Category 2 disbursements are currently charged by this
firm

Disbursement

Postage At cost
Photacopying 15 pence per sheet
Travel (car) 45 pence per mile

Separate approval will be sought for the authornsation of the re-charge of this firm's Category

2 policy on the re-charge of these disbursements

Based on the information available to us, we consider that the below disbursements will be, or

are likely to be incurred in dealing with the Company's affairs

Disbursement "Category" Basls of expense
. ss - L3 - . -

iiEstimated tota! cost!’

Notes

o . i S 3 B S
Statutory advertising 1 Direct cost 984 1
Admirnistrators' bond 1 Direct cost 2,700 2
Land Registry fees 1 Direct cost 4 3
Insurance of assels 1 Direct cost Unknown 4
Storage 1 Direct cost 500 5
Meeting rooms 1 Direct cost 550 (3]
Postage 1 Direct cost 3,650 7
Travel 2 Intemal cost 200 8
Photocopying 2 _Intemal cost _____| 1,500 g
(Total estimated expenses __ 10,088

NB The above dishursements are exclusive of VAT

Notes to the Disbursement Schedule

1 Statutory advertising - this 1s a statutory requirement in accordance with Insolvency

Legislation

2 The Administrators' bond 1s a statutory requirement based on the value of assets held in
the Company at the date of the Administration Order In the event that further realisations

are made, the statutory bond will ncrease, as will the premium payable

3 These fees relate to a search at HM Land Registry in relatton to the clanfication of

ownership 1ssues in relation to certain registered property

4 The Company has no known physical assets that require insurance cover If any assets
come to light, insurance at the prevailing rate will be payable

5 The Company's books and records are largely held electromically, but a provision has been
made in the event that physical records are located and have to be stored with an off site
storage provider




6 An estimate for the use of meeting rooms has been provided for Such meetings may be
for those of the creditors committee (if appointed) and meetings with professional and

other advisors in addition to the imtial meeting of creditors to consider our proposals

7 Postage has been estimated in regard to the number of creditors of the company and a

provision for general postage
8 Travel will consist of reimbursement to staff for rail and taxi fares in attending meetings

9 Photocopying and printing will be charged at 15 pence per A4 sheet and for the purposes
of the EES has been estimated assuming 10,000 copies

Charge-out Rates

A schedule of Roflings Oliver LLP charge-out rates for this assignment effective 1 Apnl 2015
1s detalled below Charge out rates are reviewed annually and are subject to change with effect
from 1 April 2016

Rate (£ per hour}

Partner 445
Director 350
Manager 270
Associate 120-190

Please note that this firm records its time in minimum units of 6 minutes
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Appendix G
Estimated Outcome Statement as at 15 January 2016

As at 15

Statement Est future Est final
Assetrealisations Notes January
of Affairs 2016 movement outcome
£ 182 £ £ £
Cash at Bank 1,503,156 3 1,082,081 421,075 1,503,156
Supported debtors 1,480,176 3 - 1,480,176 1,480,176
Unsupporied debtors Uncertain 3 Uncertain Uncertamn
Other debtors Uncertain 3 Uncertain Uncertain
Total estmated asset realisations 1,082,081 1,901,251 2,983,332
Estimated costs and expenses
Pre-adminisiralion cosls
Rolings Obiver LLP pre-administration fees 4 - {5,000) (5,000)
Admmnistrators’ pre-admiristration fees 4 - (78,067) {78,067)
EC3 Legal pre-Admnistration legal fees 4 {25,917) {25917)
Erskine Chambers pre-Admnistration counsels fees 4 {19,540) {19.,540)
Charles Taylor Services Limited pre-Admmistration fees 4 {53,919) (53,919)
Post adminisiration costs
Estimate of the Administrators' remuneration for the inial period 5 - (249,222} (249,222}
Administrators’ Category 1 Expenses & (8,388) (8,388)
Administrators’ Category 2 Expenses 6 (1,700) (1,700}
Admmstrators' statutory bond & - (2,700) (2,700)
Statutory advertising & (984) {984)
Charles Taylor Services Limited - information for the proposals 7 (1.485) (1,485)
Charles Taylor Services Limited - run-off agent (TBC) 8 - (175,000} {175,000)
Legal fees - Cooley {UK) LLP 6 - {125,000} (125,000)
Total estmated costs and expenses ] (746,922) (746,922)
Estimated funds avallable for creditors 2,236,410

Notes

—%

The purpose of this schedule ts to provide credrtors w ith an estimation of the outcome of the Administration taking o consieration
know n and estimatad costs and making assumptions for recovaries in relabon to know n assets and they should be read n
conunchion w ith the Administrators' report and proposals dated 22 January 2016  Given the stage of the Admnistration, the nature
of the Company’'s busmess, the uncertamn potential recoveries of some of the assets {in particutar the unsupported and other
debtors) and uncertanties in refaton 1o the feasibifity of one or more of the distribubion mechanisms that may be available, credtors
should bear in mind that this 1s an estimation of potential outcomes and not a projection of an anticipated return to creditors
Consequently creditors should not rely on the numbers indicatted above for nvestment decrsion making purposes Costs and
expenses are subject to change and approval fromthe relevant authorty and information w hich w il may provide greater clarty wll
be provided as and w hen available in due course

All costs and expenses are stated net of VAT as the Company had been recovering nput VAT suffered in full n the peried prior to
Admnistration

The realisable value of assets is as per the Drectors’ statement of affars The Administrators wll continue to make further detaled
enguines in relation to the unsupported and other debtors as the Administration progresses

The pre-administration costs are as set out in the Proposals and are subject to approval from etther a Commitee or the crediors as
appropriate

Given the unceriamiies referred to i note 1 above, the estmate of the Admmnistrators' remuneration s only for an mitial perrod of &
months (1e for the period ending 3 May 2016), by w hich time, the full extent of the work required of the Administrators, extent of the
interaction required betw een the Admnistrators and the run-off agent and the extent of any matters ansing fromthe Admimistrators’
review of the Company's affairs and the conduct of s business in the period prior to Administration s lkely to be apparent As
referred to i the Proposals, it ts anticipated that a Committee will be formed and in those crcumstances, addional mformation wll
need to be provided to the Conmmittee before a resolution agreeing the basis of the Administrators' remuneration s approved

These estimated costs are as set out in the estimated expenses schedule set out m Appendx D

This costs relates to information provided by CTS outside of the scope of any run-off agreement as set out in section 327 of the
Proposals

As referred to in section 3 24 of the Froposals, CTS have provided an outfine costs estmate for acting as run-off agent and our
discussiens with them in this regard continue
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