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Acreharrow Limited
{In Liquidation)

Joint Liquidators' Abstract of Receipts & Payments

Statement From 30/08/2012 From 30/09/2011
of Affairs To 23/07/2013 To 2310712013
SECURED CREDITCRS
30,000 00 Plant and machinery NIL NIL
{35,760 84) State Secunties plc NIL NIL
(7,242 89) Lloyds TSB NIL NIL
NiL NIL
ASSET REALISATIONS
NIL Plant & Machinery NIL NIL
6,450 00 Motor Vehicles NIL 6,500 00
60,000 00 Book Debts 15,679 41 52,177 38
Rates Refund NIL 3,226 43
Secunty Deposit Refund 19,900 92 19,800 52
Bank Interest Gross 47 88 68 47
35,628 21 81,873 20
COST OF REALISATIONS
Preperation of S of A NIL 6,000 00
S of A Disbursements NIL 500 00
Office Holders Fees 566273 17,754 18
Office Holders Expenses 188 37 635 21
Book Debt Commission 5,332 45 16,122 91
Court Fees NIL 21000
{11,183 55) (41,222 30)
PREFERENTIAL CREDITORS
(76,653 25) Employee Arrears/Hol Pay NIL NIL
NIL NIL
UNSECURED CREDITORS
(838,366 21) Trade & Expense Creditors NIL NIL
(214,000 Q0) Employees NIL NIL
(19,672 78) Landlord NIL NIL
(141,793 99) HMRC (PAYE/NI) NIL NIL
(35,825 32) HMRC (VAT) NIL NIL
NIL NIL
DISTRIBUTIONS
{2,122 00) Ordinary Shareholders NIL NIL
NIL NIL
{1,274,987.28) 24,444.66 40,650 90
REPRESENTED BY
VAT Recelvable 77364
Bank 1 Current 39,877 26
40,650.90
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ACREHARROW LIMITED
Company Number: 01804662

JOINT LIQUIDATORS REPORT TO CREDITORS
PURSUANT TO SECTION 104A OF THE
INSOLVENCY ACT 1986

This document may not be copied, reproduced, republished, downloaded, posted, broadcast
or transmitted in any way except for your own personal use Prior consent must be obtained
for any other use of this mater:al




Acreharrow Limited (In Creditors’ Voluntary Liquidation)

Registered Office: PO Box 60317, 10 Orange Street, London, WC2H 7WR
Registered number: 01804662

Joint Liquidators: Stephen Ryman and Anthony Davidson

Joint Liquidators Address: 10 Orange Street, Haymarket, London WC2H 7DQ
Date of Appointment: 24 July 2012

Period of Report: 30 September 2012 to 23 July 2013

Please find following my Progress Report in accordance with Section 104A of the Insolvency Act
1986 and Rule 4.49C of the Insolvency Rules 1986

As creditors will recall, on 24 July 2012, Stephen Ryman and | were appointed Joint Liguidators in
place of the previous Liquidators Conrad Beighton and Robert Smailes The appointment was
made in accordance with an Order of Court dated 24 July 2012 made in the High Court of Justice,
a copy of which can be viewed at the following weblink

http //www shipleys com/cr/block-transfer-court-order

This report covers the penod 30 September 2012 to 23 July 2013 and has been prepared in order
to reset the reporting perniod in the Liquidation 1n line with the date of the Order of Court and the
requirements of the Insolvency Rules 1986 (as amended) All future reports will therefore be
issued on a 12 month basis from the anniversary of the Order of Court on 24 July 2012

| also enclose a Receipts and Payments account showing a balance in hand of £40,650 90 for
your information

RECEIPTS

The Receipts shown are largely self-explanatory, although | would comment specifically on

Book Debts

During the period to which this report relates a sum of £15,679 41 has been realised in relation to
book debts owed to the Company This amount was realised by Husband Collection Services
("HSC') who creditors will recall had been instructed to collect the book debt ledger

Security Deposit Refund

During the penod to which this report relates a sum of £19,800 92 has been realised in relation to
the refund of a secunty deposit which was being held by Lloyds TSB Cardnet

Bank Interest Gross

| advise that a sum of £47 88 has been accumulated in interest on the balance held in the bank
account utiised for the purposes of the Liquidation

PAYMENTS
Book Debt Commission

A sum of £5,332 45 has been paid HCS for their assistance during the period to which this report
relates
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Professional Advisors

Following 1s a summary of the professional fees and other expenses which have been paid in this
period of the Liguidation and the costs which have accrued and not yet been pad | would
spectically comment as follows

Basis of Fee
Name Nature of Work Arrangement Fee Paid
Husband Collection 35% of
Services Limited Debt collection collections 5,332 45

The Joint Liquidators' choice was based on their perception of the advisors' experience and ability
to perform this type of work, the complexity and nature of the assignment and the basis of the fee
arrangement with them

The Joint Liquidators have reviewed the fees incurred to date and are satisfied that they are
reasonable in the circumstances of the case.

PROGRESS OF THE LIQUIDATION

Collection of the Company's book debt ledger rema:ns the only outstanding issue in this case in
relation to asset relisations

Correspondence Is currently ongoing with the Redundancy Payments Office in order to agree the
claims of the preferential creditors Once this 1s resolved, it is anticipated that a dividend will be
paid to preferential creditors Should funds be avaitable for distnbution to any other class of
creditor following the preferential dividend, then creditors will be notified accordingly

Should there be insufficient funds to distnbute to non-preferential creditors, the case will be
closed accordingly

ASSETS

The assets that remain to be realised are as follows

Book Debts

HCS have adwvised that there remains one outstanding debtor on the ledger, being the sum of
£4 000 44 | have instructed HCS to request a sum In full and final settiement of this debt and

currently await a response from the debtor | will advise of the outcome of this situation in my next
report to creditors.

LIABILITIES
SECURED CREDITORS

Vaiue of Amount
Holder Date of Debenture Debenture Paid
£ £
Lloyds TSB Ple 30 May 1984 7,242 00 000
TOTAL PAID 0.00
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PREFERENTIAL CREDITORS

Statement Total value Total
Numbers of Preferential of Affairs of claims dividend Dividend
Creditors amount recelved paid rate
£ £ £ £
Employee Arrears/Holiday Pay 76,6563 25 uncertain 000 N/A
Redundancy Payments Office 000 16,231 74 000 N/A
TOTAL PAID 76,653.25 16,231.74 0.00 N/A

As stated above, | am in the process of agreeing the preferential claims through correspondence
with the Redundancy Payments Office. For this reason the total value of clams recewved for
Employee Arrears and Holiday Pay 1s uncertain

UNSECURED CREDITORS
Statement | Total value Total
Numbers of Unsecured of Affairs of claims dividend Dividend
Creditors amount received paid rate
£ £ £ £

Deficiency to State Securities 5,760 84 0.00 000 N/A
Trade & Expense 838,366 21 | 535,347 58 000 N/A
Employees 214,000 00 Uncertain 000 N/A
Landlord 19,672 78 19,672 78 000 N/A
HM Revenue & Customs (PAYE/NI) | 141,793.89 | 14451972 000 N/A
HM Revenue & Customs (VAT) 35,825 32 37,087 59 000 N/A
TOTAL PAID 1,255,419.14 | 776,627.67 0.00 N/A

Until the preferential claims are agreed a dividend to unsecured creditors remains uncertain

PRESCRIBED PART

Under the provisions of Section 176A of the Insolvency Act 1986 the Liquidators must report on
the amount of funds distnbuted to unsecured creditors in respect of the prescrnbed part This
provision only applies where the Company has granted a floating charge to a creditor after 15
September 2003 and where It 1s estimated that the Company will have, after discharging the costs
of distribution and preferential creditors claims, net property exceeding £10,000

The Company had not granted a floating charge to any creditor after the 15 September 2003, and
consequently there was no prescnbed part in this Liquidation.

INVESTIGATIONS

In accordance with the Company Directors Disqualfication Act 1986, | have submitted a report on
the conduct of the Directors of the Company to the Department for Business Innovation & Skills
(B1S) As this is a confidential report, | am unable to disclose the contents
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FUTURE PROSPECTS

As stated above, once book debt collections are complete and the preferential claims are agreed
it is anticipated that a dividend will be distnbuted to the preferential creditors

A dividend to non-preferential creditors 1s uncertain Should sufficient funds be available to enable
a distnbution to unsecured creditors in this case notification will be 1ssued accordingly

LIQUIDATORS' REMUNERATION

Pursuant to the Insolvency Rules 1986, the Joint Liquidators are obliged to fix their remuneration
in accordance with Rule 4 127(2) of the Insclvency Rules 1986 This permits remuneration to be
fixed either

(1) as a percentage of the assets realised and distributed, and/or

(2) by reference to the time the Joint Liquidators and the staff have spent attending to matters in
the liquidation; and/or

(3) as a set amount, and/or
(4) as a combination of the above

The Joint Liquidators' remuneration has been approved on the basis of ime properly spent in
dealing with 1ssues In the Liquidation at a meeting of creditors on 30 September 2011

To 23 July 2013, the Joint Liquidators have drawn £17,754.18 in respect of remuneration as
shown on the enclosed Receipts and Payments account

| attach at Appendix 1 a schedule analysing the timecosts for the penod under review which
records the work undertaken Timecosts tolalling £6,263 05 have been incurred which represents
a total of 47 hours and 5 minutes at an average charge out rate of £133 00 per hour

| attach at Appendix 2 a schedule analysing the timecosts for the whole pernod of the Liquidation
which records the work undertaken Timecosts totaling £19,626 83 have been incurred which
represents a total of 133 hours and 30 minutes at an average charge out rate of £147 01 per
hour

For guidance, | enclose “A Creditors’ Guide to Liquidators’ Fees”, together with a document that
outlines the policy of Shipleys LLP in respect of fees and disbursements Since the approval of
my remuneration on 30 September 2011, please note that the charge out rates of myself and my
staff have changed | would draw the attention of creditors to the histonc charge out rate
information contained in the policy document attached for further details

DISBURSEMENTS
Where disbursements are recovered In respect of precise sums expended to third parties there 18
no necessity for these costs to be authonsed These are known as category 1 disbursements

We therefore report that the sum of £564 71 has been incurred and drawn in respect of category
1 disbursements as follows
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Amount

Amount incurred in Amount still

incurred whole Amount to be
Disbursement this period period [reimbursed;reimbursed

£ £ £ £

Advertising 0 00 153 00 153 00 0 Q0
Insurance 72 00 209 80 209 80 000
Company Searches 0G0 17 00 17 00 000
Postage 59 84 145 20 145 20 000
Storage 000 39 91 3991 000
TOTAL 131.84 564.71 564.71 0.00

Liquidators often charge expenses for example photocopying and facsimile charges, mileage and
room hire. Such expenses, which are attributable to cases, require the approval of the creditors
before they can be drawn and these are known as category 2 disbursements | can confirm that
during the period to which this report relates category 2 disbursement expenses totalling £34 00,

having previously been approved on 30 September 2011 have been drawn as follows

Amount

Amount incurred in Amount still

incurred whole Amount to be
Disbursement this period period |reimbursed|reimbursed

£ £ £ £

Photocopying 3400 68 00 68 00 000
Fax 000 250 250 000
TOTAL 34.00 70.50 70.50 0.00

Creditors wishing to receive a breakdown of the time costs and disbursements incurred and paid
together with a receipts and payments account to the date of the Block Transfer Order on 24 July
2012 and since that date to 23 July 2013, may request this information in writing at no cost to
themselves

CREDITORS' RIGHTS

Creditors with the concurrence of at least 5% Iin value of the unsecured creditors may within 7
business days request in writing further information regarding the remuneration and expenses set
out In this report. In accordance with Rule 4 49E(3) of the Insolvency Rules 1986, within 14 days
of a request we will provide further information or explain why further information i1s not being
provided

A creditor (who need not be the creditor who asked for the information) may, with the concurrence
of at least 5% or more in value of the creditors (including the creditor in question), apply to the
court within 21 days of our response or the expiry for the period of my response and the court
may make such order as it thinks fit (Rule 4 49E(4) of the Insolvency Rules 1986) Creditors with
the concurrence of at least 10% of the creditors may apply to the court if they consider that the
remuneration of the liquidators, or the basis fixed for the remuneration of the lquidator or
expenses charged by the liquidator are excessive (Rule 4 131 of the Insolvency Rules 1986)
Such an application must be made within 8 weeks of receiving this draft report

| provide at the end of this report an extract from the Insolvency Rules 1986 setting out the nights
of crediters
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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 i
(a)

(b)

within the perniod mentioned tn paragraph (2)—
()] a secured creditor, or

(m) an unsecured creditor with the concurrence of at least 5% in value of the unsecured
creditors (including the creditor in questien), or

() members of the company in a members' voluntary winding up with at least 5% of
the total voting nghts of all the members having the nght to vote at general
meetings of the company, or

with the permession of the court upon an application made within the penod mentioned in
paragraph (2)-

(1} any unsecured creditor, or
(1) any member of the company In a members' voluntary winding up,

makes a request in writing to the hquidator for further information about remuneration or
expenses set out In a progress report in accordance with Rule 4 49B(1)(e) or (f) (including
by virtue of Rule 4 49C(5)) or in a draft report under Rule 4 49D, the liquidator must, within
14 days of receipt of the requast, comply with paragraph (3) except to the extent that the
request is In respect of matter(s] in a draft report under Rule 4 450 or a progress report
required by Rule 4 108 which (in either case) was previously included in a progress report
not required by Rule 4 108

(2) The penod referred to In paragraph (1){a) and (b) 1s-

(a)

(b)

7 business 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 1s required by Rule 4 108, and

21 days of receipt (by the last of them in the case of an application by more than one
member) of the report or draft report in any other case

(3) The liguidator complies with this paragraph by either-

(a)
(b)

providing all of the infermation asked for, or
so far as the liquidator considers that-
0] the time or cost of preparation of the information would be excessive, or

() disclosure of the information would be prejudicial to the conduct of the iquidation or
mught reasonably be expected to lead to violence against any person, or

() the quidator 1s subject to an obligation of confidentiahty in respect of the
tnformation, giving reasons for not providing all of the information

Rule 4.131 Creditors’ claim that remuneration is 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}  Apphcation may be made on the grounds that-
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(18)

(2)

)

(4)

(8}

(a) the remuneration charged by the iquidator,
(b) the basis fixed for the lquidator's remuneration under Rule 4 127, or
(c) expenses incurred by the hquidator,

is or are, In all the circumstances, excessive or, In the case of an application under sub-paragraph
(b}, inappropnate

The application must, subject to any order of the court under Rule 4 49E(5), be made no later than
8 weeks (or, In a case faling 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 or the incurnng of the expenses in question (*the relevant report”)

The court may, if it thinks that no sufficient cause is shown for a reduction, dismuss the application,
but it shall not do so unless the applicant has had an opportunity to attend the court for a hearnng,
of which he has been given at [east 5 business days' notice but which is without notice 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 notice to the applicant accordingly

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

If the court considers the application to be well-founded, it must make one or more of the following
orders-

(a) an order reducing the amount of remuneration which the iquidator was entitled to charge,
(b) 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 of the iguidation,

(e) an order that the liquidator or the liquidator’s personal representative pay to the company
the amount of the excess of remuneration or expanses 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 (¢} may
be made only in respect of periods after the penod covered by the relevant report

Unless tha court orders otherwise, the costs of the applcation shall be paid by the applicant, and
are not payable as an expense of the liquidation
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Acreharrow Limited
(In Liquidation)
Joint Liquidators' Abstract of Receipts & Payments
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Statement From 30/09/2012 From 30/09/2011
of Affairs To 23/07/2013 To 23/07/12013
SECURED CREDITORS
30,000 00 Plant and machinery NIL NIL
(35,760 84) State Securties plc NIL NIL
(7,242 89) Lloyds TSB NIL NIL
NIL NIL
ASSET REALISATIONS
NIL Plant & Machinery NIL NIL
6,450 00 Motor Vehicles NIL 6,500 00
60,000 00 Book Debts 15,679 41 52,177 38
Rates Refund NIL 3,226 43
Secunty Deposit Refund 19,900 92 19,900 92
Bank Interest Gross 47 88 68 47
35,628 21 81,873 20
COST OF REALISATIONS
Preperation of S of A NIL 6,000 00
S of A Disbursements NIL 500 00
Office Holders Fees 5,662 73 17,754 18
Office Holders Expenses 188 37 635 21
Book Debt Commussion 533245 16,122 91
Court Fees NIL 210 00
{11,183 55) (41,222 30)
PREFERENTIAL CREDITORS
(76,653 25) Employee Arrears/Hol Pay NiL NIL
NIL NIL
UNSECURED CREDITCORS
(838,366 21) Trade & Expense Creditors NIL NIL
{214,000 00) Employees NIL NIL
(19,672 78) Landlord NIL NIL
(141,793 99) HMRC (PAYE/NI) NIL NIL
(35,825 32) HMRC {VAT) NIL NIL
NIL NIL
DISTRIBUTIONS
(2,122 00) Ordinary Shareholders NIL NIL
NIL NIL
(1,274,987.28) 24,444.66 40,650.90
REPRESENTED BY
VAT Recervable 77364
Bank 1 Current 39,877 26
40,650.90

19 September 2013 12 15
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Shipleys LLP
10 Orange Street, Haymarket, London WC2H 7DQ

CREDITORS' GUIDE TO FEES
EFFECTIVE FROM 1 MAY 2013
CHARGE-OUT RATES

Staff Allocation and Support Staff

An objective and practical approach 1s taken to each case which includes active Principal
involvement from the outset Other members of staff will be assigned on the basis of
expenence and specific skills to match the needs of the case Set out below are the relevant
charge-out rates per hour worked for the grades of all staff Time 1s charged by reference to
actual work carnied out on each assignment There has been no allocation of any general or
overhead costs

Charge-out rate (£ per hour
Grade plusgVAT where(a:plicablo)
Principal® 350 - 355
Manager 120- 150
Assistant Manager 115- 120
Senior Administrator 105 - 120
Administrator 70 - 105
Assistant & Cashier 100 - 150

* or equivalent
NB Time costs are calculated at 6 minute units

The time of support staff 1s not charged to a case except when the initial set up Is being
performed and appointment documentation 1s prepared Support staff will also occasionally
charge therr time when performing a sizeable administrative task within the case Support
staff charge their time at the £100/hr Assistant rate shown on the preceding table

Specialist departments with the firm such as Tax and VAT may sometimes charge therr ime
f and when the Office Holders may require therr expert advice The figures below provide
details of the charge-out rates per hour worked for typical staff involved in this way

Charge-out rate (£ per hour
Grade plusgVAT where(a:plicable)
Tax Principal* 210 - 345
Tax Manager 150 - 190
Tax Practitioner 135 - 150
Tax Assistant 85-100

Detaiis of histonic charge out rates in respect of the London office are provided at the end of
this guide Should any creditor wish to receive details of the charge out rates for the London
office in force prior to those shown, these can be provided upon request




DISBURSEMENTS
Category 1 Disbursements

These are costs where there is specific expenditure dirrectly referable both to the
appointment in question and a payment to an independent third party Examples of
equivalent costs that may be reimbursed to the office holders without uplift and do not require
prior approval are given below

Category Basis of Charge

Indemnity Bond At cost of mandatory cover required in accordance with the
Insolvency Act 1986 for each appointment

Insurance of assets At cost in relation to asset coverage requirements

Company searches At cost incurred

Travel All forms other than mileage at actual cost

Room Hire All external venues at actual cost

Staticnery At cost incurred

Storage Charge at actual cost incurred for storage (and retrieval, when
appropnate) of records

Cther At actual cost charged

Category 2 Disbursements

These are costs that are directly referable to the appointment in question but not to an
independent third party They may include shared or allocated costs that can be allocated to
the appointment on a proper and reasonable basis In the event of charging for Category 2
disbursements the foliowing items of expenditure are recharged on the basis specified

Category Basis of Charge
Business Mileage Motor vehicle at 40p per mile
intermal Room Hire Held at Shipleys LLP, 10 Orange Street, Haymarket, London
wWC2H 7DQ £50
Photocopying Specific calculation of 25 pence per sheet x number of creditors
Facsimiles £1 for 1™ page and 10 pence for each additional page
Subcontractors

Details and the cost of any work which has been or s intended to be sub-contracted out that
could otherwise by carrned out by the office holder or his staff will be provided in any report
which incorporates a request for approval of the basis upon which remuneration may be
charged

Professional Advisors

Detalls of any professional advisor(s) used will be given in reports to creditors  Unless
otherwise indicated the fee arrangement for each i1s based on hourly charge out rates, which
are reviewed on a regular basis , together with the recovery or relevant disbursements The
choice of professional advisors I1s based around a number of factors including, but not
restricted to, therr expertise in a particular field, the complexity or otherwise of the
assignment and their geographic location
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A CREDITORS' GUIDE TO LIQUIDATORS' FEES
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Introduction

When a company goes into iquidation the costs of the proceedings are pad out of ts assets The
creditors, who hope to recover some of their debts out of the assets, therefore have a direct interest
in the level of costs, and in particular the remuneration of the insoivency practtioner appointed to act
as liquidator The insolvency legislation recognises this interast by prowding mechanisms for
creddors to fix the basis of the iquidator's fees This guide is intended to help creditors be aware of
their rights to approve and monitor fees, explains the basis on which fees are fixed and how
creditors can seek information about expenses incurred by the liquidator and challenge those they
consider to be excessive

Liquidation procedure

Liquidation {or ‘winding up’) 15 the most common type of corporate insolvency procedure
Liquidation 1s the formal winding up of a company's affairs entaling the realisation of its assets and
the distnbution of the proceeds in a prescribed order of priorty Liquidation may be either voluniary,
when it 15 instituted by resolution of the shareholders, or compulsory, when it 1s instituted by order of
the court

Voluntary hiquidation ts the more common of the two An insolvent voluntary iquidation 1s called a
creditors’ voluntary liquidation (often abbreviated to ‘'CVL') In this type of lquidation an insolvency
practitioner acts as liquidator throughout and the creditors can vole on the appointment of the
liquidator at the first meeting of creditors

In a compulsory liquidation on the other hand, the function of hquidator 1s, In most cases, initially
performed not by an insolvency practitioner but by an official called the official recewvar  The official
recaiver 1s an officer of the court and an official belonging to The Insclvency Service In most
compulsory kquidations, the official recever becomes liquidator immediately on the making of the
winding-up order Where there are significant assets an insolvency practitionar will usually be
appointed to act as liquidator in place of the official recewer, 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 1s not appointed the official receiver remains quidator

Where a compulsory liquidation follows immediately on an administration the court may appoint the
former administrator to act as tquidator In such cases the official recever does not become
liquidator An administrator may also subsequently act as liquidator in a CvL

The liquidation committee

In a kquidation (whether voluntary or compulsory) the creditors have the nght to appoint a committee
called the iquidation committee, with @ mimimum of 3 and a maximum of 5 members, to monitor the
conduct of the hquidation and approve the liquidator's fees The committee is usually established at
the creditors’ meeting which appoints the liquidator, but n cases where a liquidation follows
immediately on an administration any commuttee established for the purposes of the administration
will continue 1n being as the liquidation committee

The kiquidator must call the first meeting of the committes within 6 weeks of its establishment (or his
appointment if that 1s 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 hquidator decides
he needs to hold cne The liquidator 1s required to report to the commitiee at least every 6 months
on the progress of the hquidation, unless the commitiee drects otherwise This provides an
opportunity for the committee to monuitor and discuss the progress of the insolvency and the level of
the hquidator's fees

10f6
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Fixing the liquidator's remuneration

The basis for fixing the liquidator's remuneration i1s set out In Rules 4 127 — 4 1278 of the Insclvency
Rules 1986 The Rules state that the remuneration shall be fixed

o asa percentage of the valus of the assets which are realised or distributed ar both,

« by reference to the tme properly given by the hquidator and his staff in attending to matters
ansing 1n the hquidation, or

e asaset amount

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

it 1s for the lquidation committee (ff there 1s one) to determine on which of these bases, or
combination of bases, the remuneration 1s to be fixed Where it 1s fixed as a percentage, it is for the
commitiee to determine the percentage or percentages to be appied Rule 4 127 says that in
amving at its decision the committee shall have regard to the following matters

the complexity (or otherwise) of the case,
any responsibility of an exceptional kind or degree which falls on the liquidator in connection with
the insolvency,

e the effectiveness with which the liquidator appears to be carrying out, or to have carmed out, s
duties,

« the value and nature of the assets which the liquidator has to deal with

If there 18 no liquidation committes, or the commuittee does not make the requisite determination, the
liquidator's remuneration may be fixed by a resolution of a meeting of creditars  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 1s to be remunerated may be taken at the meeting which appoints the
liguidator

If the ramuneratian is not fixed as above, 1t will be fixed in one of the following ways Ina CVL, twill
be fixed by the court on application by the liquidator, but the liquidator may not make such an
application unless he has first tned to get his remuneration fixed by the committee or creditors as
descnbed above, and In any case not later than 18 months after his appointment In a compulsory
liquidation, it will be n accordance with a scale set out n tha Rules

Where the liquidation follows directly on from an administration in which the liquidater had acted as
administrator, the basis of remuneration fixed i the administration continues to apply in the
Lquidation (subject to paragraph 8 below)

Review of remuneration

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

What information should be provided by the liquidator?

When seeking remuneration approval

When seeking agreement to his fees the iquidator should provide sufficient supporting information
to enable the committee or the creditors to form a judgement as to whether the proposed fee is

reasonable having regard to all the circumstances of the case The nature and extent of the
supporting information which should be provided will depend on

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

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

Where the liquidator seeks agreement to his fees during the course of the liquidation, he should
always provide an up to date receipts and payments account Where the proposed fee 15 based on
time costs the liquidator should disclose to the committee or the creditors the tme spent and the
charge-out value In the particular case, together with, where appropnate, such additienal information
as may reasonably be required having regard to the size and complexity of the case The additional
information should comprise a sufficient explanation of what the liquidator has achieved and how it
was achieved to enable the value of the exercise to be assessed (whiist recognising that the
hiquidatar must fulfil certain statutory obligations that might be seen to bring no added value for
creditors) and to establish that the time has been properly spent on the case That assessment will
need to be made having regard to the time spent and the rates at which that time was charged,
beanng in mind the factors set out n paragraph 4 1 above To enable this assessment to be carned
out it may be necessary for the iquidator to provide an analysis of the time spent on the case by type
of activity and grade of staff The degree of detall will depend on the circumstances of the case, but
t will be helpful to be aware of the professional guidance which has been given to insclvency
practitioners on this subject The guidance suggests the following areas of activity as a basis for the
analysis of time spent

Admnistration and planning
Investigations

Realisation of agsets

Trading

Creditors

Any other case-specific matters

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

« Partner

+« Manager

« Other sentor professionals
¢ Assistants and support staff

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

Any significant aspects of the case, particularly those that affect the amount of time spent
The reasons for subsequent changes in strategy
Any comments on any figures in the summary of time spent accompanying the request the
liquidator wishes to make

o The steps taken to establish the views of creditors, particularly in relation to agreeing the
strategy for the assignment, budgeting, time recording, fee drawing or fee agreement
Any existing agreement about fees
Detalls of how other professionals, including subcontractors, were chosen, how they were
contracted to be paid, and what steps have been taken to review ther fees

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

Where the fee 1s charged on a percentage basis the liquidator should provide details of any work
which has been or 1s intended to be sub-contracted out which would normally be undertaken directly
by a lquidator or his staff
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After remuneration approval

Where a resolution fixing the basis of fees 1s passed at any creditors’ meeting held before he has
substantially completed his functions, the liquidator should notify the creditors of the details of the
resolution In his next report or circular to them When subsequently reporting to creditors on the
progress of the liquidation, or submitting his final report, he should specfy the amount of
remuneration he has drawn In accordance with the resolution (see further paragraph 7 1 bslow)
Where the fee I1s based on time costs he should also provide details of the tme spent and charge-
out value to date and any matenal changes In the rates charged for the vanous grades since the
resolution was first passed He should also provide such additional information as may be required
\n accordance with the principles set out in paragraph 613 Where the fee I1s charged on a
percentage basis the liquidator should provide the details set out in paragraph 6 1 4 above regarding
work which has been sub-contracted out

Disbursements and other expenses

There 18 no statutory requirement for the committee or the creditors to approve the drawing of
expenses or disbursements, but there 1s provision for the creditors to challenge them, as described
below. Professional guidance 1ssued to insolvency practitioners requires that, where the liquidator
proposes to recover costs which, whilst being in the nature of expenses or disbursements, may
include an element of shared or allocated costs (such as room hire, document storage or
communication faciiies provided by the liquidator's own firm}, they must be disclosed and be
authorised by those responsible for approving his remuneration Such expenses must be directly
incurred on the case and subject to a reasonable method of calculation and allocation

Realisations for secured creditors

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

Progress reports and requests for further information
The hiquidator is required to send annual progress reports to creditors The reports must include

o details of the basis fixed for the remuneration of the liquidator (or if not fixed at the date of the
report, the steps taken dunng the penod of the report to fix i),

« if the basis has been fixed, the remuneration charged dunng the penod of the repor, irrespective
of whether it was actually paid during that period (except where it 1s fixed as a set amount, in
which case it may be shown as that amount without any apportionment for the pencd of the
report),

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

e a statement of the expenses incurred by the kquidator durng the penod of the report,
irrespective of whether payment was actually made during that penod,

o a statement of the creditors’ nghts to request further information, as explaned in paragraph 7 2,
and their nght to challenge the liquidater's remuneration and expenses

Within 21 days of receipt of a progress report (or 7 business days where the report has been
prepared for the purposes of a meeting to receive the quidator's resignation) a creditor may request
the hiquidator to prowvide further information about the remuneration and expenses set out in the
report A request must be in wnting, and may be made either by a secured creditor, or by an
unsecured creditor with the concurrence of at least 5% in value of unsecured creditors (including
himself} or the permission of the court

The liquidator must provide the requested information within 14 days, unless he considers that
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the time and cost involved in prepanng the information would be excessive, or

disclosure would be prejudicial to the conduct of the kquidation or might be expected to lead to
violence against any person, or

» the hquidator is subject to an obligation of confidentiality in relation to the information requested,

* »

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

Any craditor may apply to the court within 21 days of the liquidator's refusal to provide the requested
information, or the expiry of the 14 days time limit for the prowision of the information

Provision of Information - additional requirements

The liquidator 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 information which must be provided 1s —

« the total number of hours spent on the case by the kquidator or staff assigned to the case,
+ for each grade of staff, the average hourly rate at which they are charged out,
« the number of hours spent by each grade of staff In the relevant penod

The penod for which the information must be provided is the period from appcintment to the end of
the most recent perniod of six months reckoned from the date of the hiquidator's appointment, or
where he has vacated office, the date that he vacated office

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

What if a creditor is dissatisfied?

Except in cases where there 18 a hquidation committee it 1$ the crediters as a body who have
authonty to approve the hiquidator's fees To enable them to carry out this function they may require
the hiquidator to call a creditors’ meeting In order to do this at least ten per cent In value of the
creditors must concur with the request, which must be made to the iquidator in writing

If a creditor believes that the liquidator's remuneration 1s too high, the basis 1s inappropnate, or the
axpenses ncurred by the liquidator are 1n all the circumstances excessive he may, provided certain
conditions are met, apply to the court

Application may be made to the court by any secured creditor, or by any unsecured creditor
provided at least 10 per cent in value of unsecured creditors (iIncluding himse!f) agree, or he has the
permission of the court Any such applicaton must be made within 8 weeks of the applicant
receiving the liquidator's progress report i which the charging of the remuneration or incurring of the
expensas In question 1s first reported (see paragraph 7 1 above) If the court does not dismiss the
application (which it may f it considers that insufficient cause 1s shown} the applicant must give the
liquidator a copy of the apphication and supporting evidence at least 14 days before the hearing

If the court considers the application well founded, t 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 by paid by the applicant and not out of the assets of the insolvent
company

What if the iquidator is dissatisfied?

if the liquidator considers that the remuneration fixed by the lLiquidaton commitee, or n the
preceding administration, 1s insuffictent or that the basis used to fix it 1s inappropnate he may request
that the amount or rate be increased, or the basis changed, by resolution of the creditors  If he
considers that the remuneration fixed by the hquidation committee, the creditors, 1n the preceding
administration or In accordance with the statutory scale 1s insufficient, or that the basis used to fix it
is inappropnate, he may apply to the court for the amount or rate to be increased or the basis
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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 heanng  If there 1s no committee, the liquidator's notice of his application
must be sent to such of the creditors as the court may direct, and they may neminate one or more of
therr number to appear or be represented The court may order the costs to be paid out of the
assets

Other matters relating to remuneration

Where the liquidator realises assets on behalf of a secured creditor he 15 entitted to be remunerated
out of the proceeds of sale 1n accordance with a scale set out in the Rules Usually, however, the
liquidator will agree the basis of his fee for dealing with charged assets with the secured creditor
concerned

Where two (or more) joint hquidators are appointed 1t 1s 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

If the appointed liquidator 1s a solicitor and employs his own firm to act in the insolvency, profit costs
may not be paid unlass authonsed by the committee, the creditors or the court

It a new liquidator 1s appointed in place of another, any determination, resolution or court order which
was In effect immediately before the replacement continues to have effect in relation to the
remuneration of the new hquidator until a further determination, rasolution or courl order 1s made

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

There may also be occasions when creditors will agree to make funds available themselves to pay
for the iiquidator to ¢arry out tasks which cannot be paid for out of the assets, either because they
are deficiant or because It 1s uncertain whather the work undertaken will result in any benefit to
creditors Arrangements of this kuind are sometimes made to fund litigation or investigations into the
affairs of the insolvant company Any arrangements of this nature will be a matter for agreement
betwean the liquidator and the creditors concerned and will not be subject to the statutory rules
relating to remuneration

Effective date

This guide applies where a company =

« goes Into hquidation on a winding-up resolution passed on of after 6 Apnl 2010,

« goes into voluntary liquidation immedately following an admimistration on or after 6 Aprl 2010,
except where the preceding administration began before that date,

« goes into compulsory liquidation as the result of a petiion presented on or after 6 Apni 2010,
except where the liquidation was preceded by
- an adrmirustration which began before that date,
- a voluntary iquidation in which the winding-up resolution was passed before that date
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