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Centerpac Limited
(In Liquidation)
Joint Liquidators' Abstract of Receipts & Payments

Statement From 21M12/2012
of Affairs To 20/12/2013
ASSET REALISATIONS
Admin VAT Refund 14,227 57
Transfer from Administration 25,577 67
Bank Interest Gross 38 81
39,844 05
COST OF REALISATIONS
Broadstone Fees 819 00
Stationery & Postage 13373
Statutory Adverhsing 422 16
(1,374 89)
38,469.16

REPRESENTED BY

VAT Recewvable 163 80
Current Account 38,305 36
38,469.16

é;:/wuéu:\,

Francis Graham Newton
Joint Liguidator
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TO ALL KNOWN CREDITORS AND MEMBERS

Our ref. 00183002/CVL/FGN/PB/AMR/SLH
14 February 2014
Dear Sirs

Centerpac Limited - In Liquidation (“the Company”)
Annual Progress report to members and creditors pursuant to Section 105 of the Insolvency Act
1986

You will recall that Paul Bates and | were appointed as Joint Liquidators of the Company on 21
December 2012, following the Company’s move from Administration to a Creditors’ Voluntary
Liqundation (“CYL") pursuant to paragraph 83 of Schedule B1 of the Insolvency Act 1986

This 15 our annual report on the biquidation covering the penod 21 December 2012 to 20 December
2013, in order to comply with Section 105 of the Insolvency Act 1986, K should be read in
conjunction with previous reports that have been issued to creditors in the Administiation.

The Company’s statutory information 1s attached as Appendix 1.
Background

As you are aware fram previous correspondence, we were originally appointed as Joint
Administrators of the Company on 4 January 2012

Shottly after our appointment as Admnistrators, the Company's business and assets were sold to
Samuel Grant Group Limted for a combined consideration of £200,000 The proceeds of sale were
received in full in the Administration.

In order to realise the Company’s remaining assets and to make a distnbution to the Company’s
unsecured creditors, the Company exited Administration and moved to a CVL.

Liquidator’s Receipts and Payments Account

A copy of our receipts and payments account as at 20 December 2013, showing how funds have been
utilised n the Liquidation, 15 attached at Appendix 2.
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Further comments on the Company's assets and habilities are as follows
Asset Reallsations
Administration VAT refund

A VAT refund has been recewved totalling £14,228. This represents input VAT reclaimed on
professional and other costs incurred duning the Admimistration period.

Surplus from Administration

Surplus funds of £25,778 were transferred from the Admimstration to the Liquidation shortly after
our appointment as Ligudators.

Other
Bank interest in the sum of £39 has been recewed since the date of the Liquidation appointment.
Investigations - payments made to Director(s)

Following our review of the Company’s books and records, we have 1dentified payments totalling
£193,122 which have been paid to the Company's former director, Mr M Whitworth during the
penod January 2011 to December 2011, We have wntten to Mr Whitworth asking him to clarify the
basis upon which these payments were made and to provide supporting documentation where
possible.

Unfortunately, Mr Whitworth has not replied to us We shall therefore continue to pursue him for a
response and if appropriate nstruct sohicitors to commence legal proceedings for the recovery of
these funds.

Secured Creditors
Close Invoice Finance Limited (“Close”)

Close provided wnwoice discounting facilities to the Company !n consideration of these facilities,
Close were granted a fixed charge over the book debts and a floating charge over all other assets
At the date of our appointment as Admimstrators, Close were owed £836,000 {excluding interest
and termination charges)

Close continued to collect outstanding debtors direct and have recovered funds totalling £850,743
However, after accounting for interest and termination charges raised by Close, collections have
been nsufficient to repay Close’s indebtedness 1n full There will therefore be no surplus avalable
as a floating charge asset.

National Westminster Bank plc (“NatWest”)

In addition to the facilities provided by Close, NatWest provided the Company with an overdraft
faciity and a loan. The total amount due to NatWest at the date of our appointment as
Administrators was approximately £175,000 NatWest's floating charge security ranks in priority to
the floating charge secunty of Close

Distributions totalling £90,000 were made to NatWest during the Administration Based on current
information, a further distnbution to NatWest in the region of £13,000 is estimated to be made from
the Liquidation

Preferential creditors

We await details of the final preferential claim of the Redundancy Payments Office n respect of
those employees made redundant in the Administration,




Based on current information, there are Lkely to be sufficient funds available to pay the claims of
the preferential creditors in full,

Unsecured Creditors

The Statement of Affairs submitted by the Company’s directors shows that the amount due to
unsecured creditors totals £1,058,110. This figure does not include the unsecured creditor claims of
employees,

Unsecured creditor claims recewed to date amount to some £478,000.

Under the provisions of Section 176A of the Insolvency Act 1986, an Admimstrator/ Liguidator 1s
required to set aside a prescribed amount of the Company’s "net praperty” towards the satisfaction
of unsecured debts. This provision applies only where the Company has granted a floating charge to
a credhtor after 15 September 2003. In this case, the Company granted a floating charge to Close on
11 September 2011. The prescribed part will therefore apply.

Based on information currently available, it is estimated that the Prescribed Part will total £13,000,
although this will be subject to the costs of making the Prescribed Part distribution There wall be
no funds available to unsecured creditors other than via the Prescribed Part.

Joint Liquidators’ Remuneration and Disbursements

Our total time costs incurred 1n dealing with the Liquidation to 20 December 2013 amount to
£5,050 15. This represents 27 hours at an average hourly rate of £185, Details of our time costs are
attached at Appendix 3, together with a schedule of office holders’ normal charge-out rates and
disbursements at Appendix 4, No fees have been drawn to date from the Liguidation.

As previously advised, our remuneration has been approved by the secured and preferential
creditors 1n the Admmistration, as set out in Rule 2 106 (5A)(a)(b) of the Insolvency Rules 1986.

The amounts previously charged are derived by reference to BDO's normal rates for time properly
spent by us and our staff in attending to matters ansing in the Liqudation. Where members of our
staff have been employed on this insolvency they have been so based on theifr expenence and
abilities 1n dealing with a case of this nature Where appropniate, certain staff have dealt with a
specific area of the Liquidation due to their specialist skills 1n that area.

All staff who have warked on this assignment, including cashiers and secretanal staff, have charged
time directly to the assignment and are included in the analysis of time spent, The cost of staff
employed in central admmstration functions 1s not charged directly to the assignment but 15
reflected in the general level of charge out rates. It should be hoted that the charge-out rates may
vary from time to time over the period of the Liquidation.

A copy of the "Creditors’ Guide to Insolvency Practitioners’ fees n Liquidation” 15 attached at
Appendix 5

As at 20 December 2013, BDO has also incurred Category 1 dhsbursements as follows

£
Statutory Adverfising 150 74

Please find attached at Appendix 6 an extract from the Insolvency Rules 1986 setting out the rights
of creditors to request further information and/or challenge the remuneration or fees within the
Liquidation

The Insolvency Service has established a central gateway for considering complaints n respect of
Insolvency Practitioners. In the event that you make a complaint to us but are not satisfied with the
response from us then you should visit http://bis.gov.uk/insolvency/contactus/IP-Complaints-

Gateway where you will find fui ther information on how you may pursue the complaint
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Broadstone Limited (“Broadstone”)

Broadstone were engaged to deal with the Company’s pension scheme which included liaising with
the pension provider to enable pension contributions not paid over by the Company to be reclaimed
from the Redundancy Payments Office.

Broadstone has been paid £819 plus VAT,

Other costs

Other costs Incurred in the Liquidation can be summarised as follows:

£
Stationery & postage 13373
Statutory Advertising 42216

Should you require any further information as regards the content of this report, please contact
Simone Harrison on 0113 290 6109.

Yours farthfully
For and on behalf of Centerpac Limited

NI

F G Newton and P J Bates
Jont Liquidators




Appendix 1 - Statutory Information

Company Name

Company Number

Liquidators’ details

Registered Office

Date of Appointment

Appointed by

4

Centerpac Limited

01658989

Francis Graham Newton
BDO LLP

1 Bridgewater Place
Water Lane

Leeds

LS11 S5RU

Paul Bates

BDO LLP

1 Bridgewater Place
Water Lane

Leeds

LS11 5RV

1 Bridgewater Place
Water Lane

Leeds

LS11 5RU

21 Pecember 2012

Move from Adminmistration to
Liquidation




Appendix 2 - Joint Liquidators’ Receipts and Payments Account to 20 December 2013




Centerpac Limited

(In Liquidation)

Joint Liquidators' Abstract of Receipts & Payments

To 20/12/2013

Fd

Sof AE E £
ASSET REALISATIONS
Admin VAT Refund 14,227.57
Transfer from Admimstration 25,577 67
Bank Interest Gross 38.81
39,844.05
COST OF REALISATIONS
Broadstone Fees 819.00
Stationery & Postage 133.73
Statutory Advertising 422 16
(1,374.89)
38,469.16
REPRESENTED BY
VAT Receivable 163 80
Current Account 38,305.36
38,469.16
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Francis Graham Newton
Jomnt Liquidator
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Appendix 3 - Joint Liquidators' detailed time cost summary as at 20 December 2013




Centerpac Limited - in Liguidation
Jont Liquidators' time cost summary to 20 December 2013

Partner / Director Manager Asststant Supervisor / Semor  Administrator / Total
Manager Administrator Assistant
Average cost per hour £371 £218 £134 7o E152 £185
Tasks Hours Hours Hours Hours Hours Amount (€} Hours
Steps on Appginument ¢ oo 128 I 0 0% 000 345 00 425
Planning & Strategy ¢ oe Q20 000 aoo 000 40 60 Q20
General Admimstration 75 150 6 40 200 740 3,228 95 18 05
Asset Realisation/Dealing cop 000 020 [+7¢1) 000 35 60 Q20
Employee Matters oo 000 030 000 000 55 50 030
Credior Claims oo 000 020 125 000 243.50 145
Reporting 050 oo 060 175 000 594 00 285

125 195 1070 5 00 7 40 5 050 15 27 30




Appendix 4 - A schedule of office holder’s normal charge-out rates and disbursements




BDO LLP
Schedule of Office Holders' Normal Charge-Qut Rates and Disbursements
Normal Charge-Out Rates

The table detailed below sets cut the hourly charge-out rates utibsed by BDO LLP in the North Region
for charging staff time

Job Title Hourly Rates £
Partner 461
Director 319
Senior Manager B 271
Manage_r_ 230
Assistant Manager 183
Supervisor 172
Senior Administrator/Adminmistrator/Assistant Administrator 172 - 155
Secretaral & Support Staff 63

[t should be noted that the above rates increase from time to time over the perod of the
administration of each insolvency case Time is charged n increments of 6 minutes

Category 1 Disbursements

Category 1 disbursements: These are costs where there 15 a specific expenditure directly referable both
to the appointment 1n question and a payment to an independent third party. These may include, for
example, advertising, raom hire, storage, postage telephone charges, travel expenses, and equivalent
costs reimbursed to the office holder or his or her staff

All category 1 disbursements will be charged at the actual cost incurred
Category 2 Disbursements

Category 2 disbursements* These are costs that are directly referable to the appointment in question
but not to a payment to an independent tinrd party. They may include shared or allocated costs that
can be allocated to the appointment on a proper and reasonable basis, for example, business mileage,
internal room hire, storage and photocopying and printing,

Category 2 disbursements are subject to approval and as part of the approval process the basls on
which these costs are calculated and charged will be explained.

Mileage 15 currently charged at 45 pence per mite with an additional surcharge of 5 pence If there1s a
passenger(s).




Appendix 5 - Creditors’ guide to Insolvency Practitioners’ fees in Liguidation




I BDO A Creditor's Guide to Liquidators’ Fees

1 Introduction

1.1 When a company goes into liquidation the costs of the proceedings are paid out of its assets. The creditors,
who hope to recover some of thewr debts out of the assets, therefore have a direct interest in the level of
costs, and In particular the remuneration of the Insolvency practitioner appointed to act as liquidator The
insolvency legislation recogmses this interest by providing mechanisms for creditors to fix the basis of the
liquidator’s fees. This guide 1s intended to help creditors be aware of thelr rights to approve and monitor fees,
explans the basis on which fees are fixed and how creditors can seek information about expenscs incurred by
the Uquidator and challenge those they constder to be excessive.

2 Liquidation procedure

2.1 Liquidation {or ‘winding up’) 15 the most cornman type of carporate insolvency procedure, Liquidation is the
formal winding up of a company’s affairs entailing the realisation of its assets and the dstribution of the
proceeds 1n a prescnbed order of pnanty. Liqgwdation may be elther voluntary, when it is instituted by
resolution of the shareholders, or compulsory, when it is instituted by order of the court.

2.2 Voluntary tiquidation is the more common of the two An Insolvent voluntary Liguidation Is called a
creditors’ voluntary iiquidation {(often abbrewiated to ‘CYL’}, In this type of liquidation an insolvency
practitioner acts as liquidator throughout and the creditors can vote on the appointment of the liquidator at
the first meeting of creditors.

2 3 In a compulsory liguidation on the other hand, the function of liquldator is, In most cases, 1mtally
performed not by an insolvency praciitioner but by an official called the official receiver, The official receiver
is an officer of the court and an official belonging to The Insolvency Service In most compulsory liquidations,
the official recelver becomes liquidator iImmedlately on the making of the winding-up order Where there are
significant assets an mnsolvency practitioner vall usually be appointed to act as lguidator in place of the official
receiver, either at a meeting of creditors convened for the purpose or directly by The Insolvency Service on
behalf of the Secretary of State. Where an insolvency practitioner s not appointed the official receiver
remains ligudator,

2 4 Where a compulsory Wguidation follows immediately on an administration the court may appoint the former
administrator to act as liquidator In such cases the official recever does not become liguidator An
administrator may also subsequently act as biguidator ina CYL

3 The liquidation committee

3.1 In a liqudation (whether voluntary or compulsory) the crediters have the night to appoint a committee
called the bguidation committee, with a mimmum of 3 and a maximum of 5 members, to monitor the conduct
of the liquidation and approve the liquidater’s fees The committee is usually estabbshed at the creditors’
meeting which appoints the ligwdator, but 1n cases where a liquidation follows 1mmediately on an
admunistration any committee established for the purposes of the administration will continue in being as the
liquidation committee.

3 2 The liguidator must call the fist meeting of the commttee within 6 weeks of its establishment (or ths
appointment if that 15 later), and subsequent meetings must be held either at specified dates agreed by the
committee, or when requested by a member of the committee, or when the liguidator decldes he needs to
hold one., The liquidator 15 required to report to the committee at least every 6 months on the progress of the
iiquidation, unless the committee directs otherwise This provides an opportunity for the committee to momntor
and discuss the progress of the insolvency and the level of the liquidator's fees.

4 Fixing the liquidator’s remuneration
4.1 The basis for fixing the liquidator’s remuneration is set out in Rules 4.127 - 4,1278 of the Insolvency Rules
1986.
The Rules state that the remuneration shall be fixed
+ as a percentage of the value of the assets which are reahised or distributed or both,
by reference to the time properly given by the hquidateor and his staff in attending to matters arising

in the hiquidation, or
s asasetamount,

1cf 7 Pedsed 2011




I BDO A Creditor’s Guide to Liquidators’ Fees

Any combination of these bases may be used to fix the remuneration, and different bases may be used for
different thngs done by the liquidator. Where the remuneratfon is fixed as a percentage, different
percentages may be used for different things done by the Uquidator.

It is for the liquidation commttee {iIf there is one) to determine on which of these bases, or combination of
bases, the remuneration Is to be fixed. Where it is fixed as a percentage, it is for the committee to determine
the percentage or percentages to be applied Rule 4,127 says that in arnving at its declsion 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 liquidator in connection with the
insolvency,

« the effectiveness with which the liquidator appears to be carrylng out, or to have carned out, his
duties,

+ the value and nature of the assets which the hquidator has to deal with,

4 2 If there 15 no liquidation commuttee, or the committee does not make the requisite determination, the
liquldator's remuneration may be fixed by a resolution of a meeting of creditors The creditors take account of
the same matters as apply in the case of the committee, A resolution specifying the terms on which the
liquidator s to be remunerated may be taken at the meeting which apponts the lquidator.

4.3 If the remuneration 15 not fixed as above, 1L will be fixed i one of the following ways. In a CVL, 1t will be
fixed by the court on apptication by the liquidator, but the ligmdator may not make such an application unless
he has first tried to get his remuneration fixed by the committee or creditors as described above, and in any
case not later than 18 months after his appointment In a compulsory liquidation, it will be in accordance with
a scale set out in the Rules

4.4 Where the liguldation follows directly on from an administration m which the liquidator had acted as
admunistrator, the basis of remuneration fixed in the admimistration continues to apply in the liquidation
(subject to paragraph 8 below),

5. Review of remuneration

Where there has been a material and substantial change in circumstances since the basls of the liquidator's
remuneration was fixed, the liquidater may request that 1t be changed. The request must be made to the same
body as initially approved the remuneration, and the same rules apply as to the original approval.

6 What information should be provided by the liquidator?
6 1 When fixing bases of remuneration

6.1.1 When seeking agreement for the basls or bases of remuneration, the liquidator should provide sufficient
supporting information to enable the committee or the creditors to make an informed judgement as to whether
the basls sought is appropriate having regard to all the circumstances of the case The nature and cxtent of the
information provided will depend on the stage during the conduct of the case at which approval 1s being
sought The appendix to this gulde sets out a suggested format for the provision of information

6.1 2 If any part of the remuneration {s sought on a time costs basis, the liquidator should provide details of
the minimum time units used and current charge-out rates, split by grades of staff, of those people who have
been or who are Lkely to be Involved in the time costs aspects of the case

6 1 3 The Liquidator should also provide details and the cost of any work that has been or is intended to be sub-
contracted out that could otherwise be carned out by the ligudator or tns or her staff,

6.1.4 1f work has already been carried out, the liquidator should state the proposed charge for the perlod to
date and provide an explanation of what has been achweved in the pertod and how it was achieved, sufficient to
enable the progress of the casc to be assessed and whether the proposed charge 15 reasonable in the
circumstances of the case. Where the proposed charge is calculated on a time costs basls, the liguidator should
disclose the time spent and the average charge-out rates, in larger cases split by grades of staff and analysed
by appropriate activity The Liauidator should also provide detanls and the cost of any work that has been sub-
contracted out that could otherwise be carried out by the hquidater or his or her staff.
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6.2 After the bases of remuneration have been fixed

The liquidator {s required to send progress reports to creditors at specified intervals (see paragraph 7 1 below).
When reporting perfodically to creditors, n addition to the matters specified in paragraph 71, the liquidator
should provide an explanation of what has been achieved 1n the period under review and how it was achieved,
sufficient to enable the progress of the case to be assessed. Creditors should be able to understand whether
the remuneration charged 15 reasonable in the circumstances of the case (whilst recognising that the liquidator
must fulfil certain statutory obligations and regulatory requirements that might be perceived as bringing no
added value for the estate). Where any remuneration is on a time costs basls, the iquidator should disclose the
charge n respect of the period, the time spent and the average charge-out rates, In larger cases split by
grades of staff and analysed by appropriate activity If there have been any changes to the charge out rates
during the period under review, rates should be disclosed by grades of staff, split by the perlods applicable.
The Uguidator should also provide detalls and the cost of any work that has been sub-contracted out that could
otherwise be carned out by the liquidator or his or her staff.

6,3 Disbursements and other expenses

6.3 1 Costs met by and reimbursed to the Lquidator in connection with the liqudation should be appropriate
and rcasonable. Such costs wilt fall into two categories

b Category 1 disbursements These are costs where there is specific expenditure directly referable both to the
liquidation and a payment ta an ndependent third party. These may nclude, for example, advertising, room
hire, storage, postage, telephone charges, travel expenses, and equivalent costs reimbursed to the ligudator
or his or her staff

o Category 2 disbursements: These are costs that are directly referable to the liquidation but not te a payment
to an Independent third party. They may inctude shared or allocated costs that can be allocated to the
liquidation on a proper and reasonable basis, for example, business mileage

Category 1 disbursements can be drawn without prior approval, although the liquidator should be prepared to
disclose Information about them in the same way as any other expenses. Category 2 disbursements may be
drawn f they have been approved n the same manner as the Liquidator’s remuneration. When seeking
approval, the liquidator should explain, for each category of cxpense, the basis on which the charge 1s being
made

6.3.2 The following are not permissible

s acharge calculated as a percentage of remuneration,

« an administration fee or charge additional to the liquidator’s remuneration;

+ recovery of basic overhead costs such as office and equipment rental, depreciation and finance
charges

6.4 Realisations for secured creditors

Where the liquidator realises an asset on behalf of a secured creditor and receives remuneration out of the
proceeds (see paragraph 11 1 below), he should disclose the amount of that remuneration to the commttee (if
there is one), to any meeting of creditors convened for the purpose of determining his fees, and in any reports
he sends to creditors

7. Progress reports and requests for further information
7 1 The liquidator js required to send annual progress reports Lo creditors The reports must include,

e details of the basis fixed for the remuneration of the Liquidator (or if not fixed at the date of the
report, the steps taken during the period of the report to fix it),

» f the basls has been fixed, the remuneration charged dunng the pertod of the report, irrespective of
whether 1t was actually pald during that period (except where 1t is fixed as a set amount, in which
case 1t may be shown as that amount without any appertionment for the period of the report),

» f the report 1s the first to be made after the basis has been fixed, the remuneration charged during
the periods covered by the previous reports, together vith a description of the work done during those
periods, irrespective of

+ whether payment was actually made during the period of the report;
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» 2 statement of the expenses incurred by the liquidator during the period of the report, Irrespective of
whether payment was actually made during that period;

s  astatement of the creditors’ rights to request further information, as explained in paragraph 7.2, and
their right to challenge the liquidator’s remuneration and expenses

7.2 Within 21 days of receipt of a progress report (or 7 business days where the report has been prepared for
the purposes of a meeling to recelve the liquidator’s resignation) a creditor may request the Hquidator to
provide further information about the remuneratton and expenses set out in the report A request must be in
writing, and may be made either by a secured creditor, or by an unsecured creditor with the concurrence of at
least 5% n value of unsecured creditors (including lnmself) or the permission of the court

7.3 The liquldator must provide the requested information within 14 days, unless he considers that.

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

s disclosure would be prejudicial to the conduct of the biquidation or might be expected to lead to
violence agamnst any person, or

+ the liquidator is subject to an obligation of confidentiabity in relation to the information requested,

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

Any creditor may apply to the court within 21 days of the liquidator’s refusal to provide the requested
nformation, or the explry of the 14 days time limit for the provision of the information.

8. Provision of informatlon - additional reguirements

The liquidater must provide certain information about the time spent on the case, free of charge, upon request
by any creditor, director or shareholder of the company The informatien which must be provided 1s -

¢ the total number of hours spent on the case by the liquidator 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 perlad for which the information must be provided 1s the peried from appointment to the end of the most
recent period of six months reckoned from the date of the Hquidator'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 lquidater, and requests must
be made within two years from vacation of office.

9 What if a creditor is dissatisfied?

9 1 Except n cases where there is a lquidation committee it is the creditors as a bady who have authority to
approve the liquldator’s fees To enable them to carry out this function they may require the liquidator to call
a creditors’ meeting. In order to do this at least ten per cent n value of the creditors must concur with the
request, which must be made to the liquidator in wnting

9.2 If a creditor belleves that the liquidator’s remuneration 1s too high, the basis is inappropriate, or the
expenses incurred by the liquidator are n all the circumstances excessive he may, provided certain conditions
are met, apply to the court,

9.3 Application may be made to the court by any secured creditor, or by any unsecured creditor provided at
least 10 per cent in value of unsecured creditors (Including himself) agree, or he has the permission of the
court Any such application must be made within 8 weeks of the applicant recelying the liquidator’s progress
repott n which the charging of the remuneration or Incurring of the expenses i question 1s first reported (see
paragraph 7 1 above) If the court does not dismiss the application (which it may if it considers that insufficient
cause Is shown) the applicant must give the hquidator a copy of the application and supporting evidence at
least 14 days before the hearing

9.4 If the caurt considers Lhe application well founded, 1t 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 nat out of the assets of the insolvent company
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10 What If the liquidator is dissatisfied?

If the llquidator considers that the remuneration fixed by the Liquidation committee, or in the preceding
admmnistration, #s insufficient or that the hasis used to fix it is wnappropriate he may request that the amount
or rate be increased, or the basls changed, by resolution of the creditors If he considers that the remuneration
fixed by the liquidation committee, the creditors, n the preceding administration er in accordance with the
statutory scale s insufficient, or that the basls used to fix it is inappropriate, he may apply to the court for the
amount or rate to be increased or the basis changed. If he decides to apply to the court he must give at least
14 days’ notice to the members of the committee and the committee may nominate one or more of its
members to appear or be represented at the court hearing I there 1s no commuttee, the Uquidator’s notice of
his application must be sent to such of the creditors as the court may direct, and they may nominate one or
more of their number to appear or be represented. The court may order the costs to be paid out of the assets.

11 Other matters relating to remuneration

11.1 Where Lhe liquidator realises assets on behalf of a secured creditor he 1s entitled to be remunerated out
of the proceeds of sale in accordance with a scale set out in the Rutes. Usually, however, the liguidator witl
agree the basis of his fee for dealing with charged assets with the secured creditor concerned.

11.2 Where two {or more) joint liquidators are appolnted it is for them to agree between themselves how the
remuneration payable should be apportioned. Any dispute between them may be referred to the court, the
committee or a meeting of creditors

11,3 If Lthe appointed liquidater is a solicitor and employs his own firm to act in the insolvency, profit costs may
not be pawd unless authonised by the committee, the creditors or the court.

11.4 ¥f a new hquidator s appointed 1n ptace of another, any determination, resolution or ceurt order which
was n effect immediately before the replacement conlinues to have effect In relation to the remuneration of
the new liquadator until a further determination, resolution or court arder is made,

11.5 Where the basis of the remuneration is a set amount, and the liqudator ceases to act before the time has
elapsed or the work has been completed for which the amount was set, application may be made for a
determination of the amount that should be paid to the outgoing iguidator. The application must be made to
the same body as approved the remuneration. Where the outgoing liguidator and the incoming hiquidator are
from the same firm, they will usually agree the apportionment between them

11 6 There may also be occasions when creditors will agree to make funds available themselves to pay for the
liquidator to carry out tasks which cannot be paild for out of the assets, either because they are deficient or
because it is uncertain whether the work undertaken will result in any benefit to creditors. Arrangements of
this kind are sometimes made to fund litigation or investigations into the affairs of the insolvent company. Any
arrangements of lhis nature will be a matter for agreement between the liqudator and the creditors
concerned and will not be subject to the statutory rules relating to remunevation,

12. Effective date

This guide appties where a company goes into liquidation on or after 1 November 2011
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Appendix

Suggested format for the provision of tnformation Professional gindance issued to insolvency practitioners sets
out the following suggested format for the provision of informatfon when seeking approval of remuneration.
However, the level of disclosure suggested below may not be appropnate in all cases, and will be subject to
conslderations of proportionality In larger or more complex cases the clrcumstances of each case may dictate
the wformation provided and its format., Narrative overview of the case In all cases, reports on remuneration
should provide a narrative overview of the case. Matters relevant 1o an overview are.

the complexity of the case,

any exceptional responsibility falling on the liquidator;
the liquidator’s effectiveness;

the valure and nature of the property in question,

* & & »

The information provided will depend upon the basis or bases being sought or reported upon, and the stage at
which it is being provided. An overview might include:

+ an explanation of the nature, and the liquidator's own infual assessment, of the assignment (including
the antlctpated return to creditors) and the outcome (1If known);

« inital views on how the assignment was to be handled, including decisions on staffing or
subcontracting and the appointment of advisers;

s any significant aspects of the case, particularly those that affect the remuneration and cost
expended;

«  the reasens for subsequent changes in strategy;

+ the steps taken to establish the views of creditors, particularly in relation to agreeing the strategy for
the assignment, budgeting, and fee drawing,

+  any existing agreement about remuneration;

» details of how other professionats, including subcontractors, were chosen, how they were contracted
to be paid, and what steps have been taken to review their fees,

« in a larger case, particularly if it Involved trading, considerations about staffing and managing the
assignment and how strategy was set and reviewed,

«  details of work undertaken during the period;

« any additional value brought to the estate during the penod, for which the lgquidator wishes to claim
increased remuneration

Time cost basis

Where any part of the remuneration 15 or is proposed to be calculated on a time costs basis, requests for and
reports on remuneration should provide*

s« An explanation of the Uquidator's time charging policy, clearly stating the units of time that have
been used, the grades of staff and rates that have been charged to the assignment, and the policy for
recovering the cost of support staff. There 15 an expectation that time will be recorded in umts of not
greater than 6 minutes,

» A description of work carrled out, which might include

details of work undertaken during the penod, related to the table of time spent for the period;
an explanation of the grades of staff used to undertake the different tasks carned out and the
reasons why 1t was appropriate for those grades to be used;

- any comments on any figures 11 the summary of time spent accompanying the request the
liquidator wishes to make

+ Time spent and charge-out summaries, in an appropnate format,

It 15 useful to provide time spent and charge-out value information in a tabular form for each of the time
periods reported upon, with work classified (and sub-dwided) in a way relevant to the circumstances of the
case

The following areas of actwvity are suggested as a basis for the analysis of tume spent:

Administration and planning
Investigations

Realisation of assets

Trading

Creditors

Any other case-specific matters
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The following categories arc suggested as a basis for analysis by grade of staff

Partner

Manager

Other senior professionals
Assistants and support staff

The level of disclosure suggested above will not be approprate in all cases, and considerations of
proportionality wall apply

»  where cumulative time costs are, and are expected to be, less than £10,000 the liquidator should, as a
minimum, state the number of hours and average rate per hour and explaining unusual features of the
case,

= where cumulative tme costs are, or are expected to be, between £10,000 and £50,000, a time and
charge-out summary similar to that shown above wall usually provide the appropriate level of detail
{subject to the explanation of any unusual features);

¢ where cumulative time costs exceed, or are expected to exceed, £50,000, further and more detailed
analysis or explanation will be warranted
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creditors in respect of the Joint Liquidators’ fees and expenses




Statement from the Insolvency Rules 1986 (as amended) regarding the rights of creditors in
respect of the Joint Liquidators’ fees and expenses:

Rule 4.49E Creditors’ and members’ request for further information
(1) If-
@ v7ithin the period mentioned in paragraph (2)—
) a secured creditor, or

(h) an unsecured creditor with the concurrence of at least 5% n value of the unsecured
creditors {including the creditor in question), or

(in) members of the company in a members’ voluntary winding up wath at least 5% of the total
voting rights of all the members having the right to vote at general meetings of the
company, or

(b} with the permissien of the court upon an application made within the perlod mentioned in paragraph
(2)-
(1) any unsecured creditor, or
(ify any member of the company 1n a members volunkary vinding up,
makes a request In writing to the liquidator for further informatfon about remuneration or expenses
set oul in a progress report 1 accordance with Rule 4 498(1)(e) or {f) (including by virtue of Rule
4 49C(5)} or in a draft report under Rute 4 43D, the liquidator must, within 14 days of receipt of the
request, comply with paragraph (3) except to the extent that the request 1s in respect of matter{s] in
a draft report under Rule 4 49D or a progress report required by Rule 4,108 which (in either case) was
prevlously included in a progress report not required by Rule 4 108,

(2) The penod referred to in paragraph (1)(a) and (b} 1s

(a) 7 buswness days of receipt (by the last of them in the case of an application by more than one
member) of the progress report where it is required by Rule 4 108, and

(b} 21 days of recept {by the last of them in the case of an application by more than one member) of the
report or draft report 1 any other case

(3 The liquidator compltes with this paragraph by elther-
{a) providing all of the infonmation asked for, or
(b} so far as the hiquidator considers that-
) the time or cost of preparation of the information would be excessive, or

{m disclosure of the infarmation would be prejudecial ko the conduct of the hiquidation or
might reasonably be expected to lead to violence against any person, or

(i)} the liquidator is subject to an obligation of confldentiality In respect of the infarmatien,
giving reasons for not providing all of the information.

Rule 4,131 Creditors’ clatm that remuneration 1s or other expenses are excessive

(1} Any secured creditor, or any unsecured creditor with either the concurrence of at least 10% in value of the
creditors {including that creditor) or the permission of the court, may apply to the court for one or more of the
orders in paragraph {4).

{1A) Application may be made on the grounds that-

(a) the remuneration charged by the liquidator,

(b the basis fixed for the Liquidator's remuneration under Rule 4 127, or




{18)

2)

(3)

(4)

(5)

(<) expenses incurred by the liquidator,

1s or are, 10 all the circumstances, excessive or, in the case of an application under sub paragraph (b},
inappropriate

The application must, subject to any order of the court under Rule 4,49E(5), be made no later than 8 wecks
{or, in a case faliing within Rule 4 108, 4 weeks) after receipt by the applicant of the progress report, or the
draft report under Rule 4,49D, which first reports the charging of the remuneration ar the incurring of the
expenses in question (“the relevant report™).

The court may, if it thinks that no sufficient cause is shown for a reduction, dismiss the application, but 1t shatl
not do so unless the applicant has had an opportunity to attend the court for a hearing, of which he has been
given at least 5 business days’ notice but which 1s without notlce to any other party

If the application 1s not dismissed under this paragraph, the court shall fix a venue for it to be heard, and give
notlce to the applicant accordingly

The applicant shall, at least 14 days before the hearing, send to the hguidator a notice stating the venue and
accompanied by a copy of the application, and of any evidence wiich the applicant intends to adduce In
support of it

If the court considers the application to be well-founded, 1t must make one or mare of the followling orders-

(a} an order reducing the amount of remuneration which the Uquidator was entitled to charge,

() an order fixing the basis of remuneration at a reduced rate or amount;

{c) an order changing the basis of remuneration,

{d) an order that some or all of the remuneration or expenses in question be treated as not being
expenses af the liquidation,

() an order that the Liquidater or the liguidator's personal representalive pay to the company the
amount of the excess of remuneration or expenses or such part of the excess as the court may
specify;

and may make any other order that it thinks just; but an order under sub paragraph (b) or {c) may be made
only in respect of periods after the period covered by the relevant report,

Unless the court orders otherwise, the costs of the application shall be paid by the applicant, and are not
payable as an expense of the liquidation.




