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cutting through complexity ™

Aylesford
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Limited - In

Administration

Joint Administrators’ proposals

10 April 2015




We have made this document available to you to set out the purpose of the administration and to
explain how we propose to achieve it

We have also explained why the Company entered administration and how likely it 1s that we will be
able to pay each class of creditor

You will find other important iInformation in the document such as the proposed basis of our
remuneration

A glossary of the abbreviations used throughout this document is attached (Appendix b)

Finally, we have provided answers to frequently asked questions and a glossary of insolvency terms

on the following websites, http /Awww insolvency-kpma co uk/case+ KPMG+AF223A1449 html We
hope this i1s helpful to you

Please also note that an important legal notice about this statement of proposals is attached
{Appendix 6).
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Executive summary

Newspaper circulation has been in decline in recent years and as a result demand for ANL's product
had also fallen This was compounded by over-capacity in the newsprnnt market which had
adversely affected the price which ANL could sell its product

As a result of poor trading at the start of the year, ANL suffered cashflow difficulties that its
Directors felt unable to resolve without seriously prejudicing the position of the unsecured
creditors

Rob Croxen and | were subsequently appointed as Joint Adrministrators of the Company by the
Directors on 24 February 2015 (Section 3 - Background and events leading to the administration)

It was not viable to trade ANL in administration, the funding required was hkely to be significant
and based on recent market prices the likely sales price {per tonne) achievable for ANL's product
was lower than the cost of production (per tonne) We are therefore effecting an orderly wind down
of the operations and business {Section 4 - Strategy and progress of the administration to date)

ANL’s main assets comprise of freehold land, stock, debtors and plant and machinery
It 1s likely that the Secured creditor will be paid in full {Section 5 - Dividend prospects)
It1s likely that the preferential creditors will be paid in full {Section 6 - Dividend prospects)

It 1s hkely that there will be a distnbution for unsecured creditors, but the guantum and timing 1s
largely dependent on realisation from the Company's freehold land (Section 5 - Dividend
prospects)

ANL 1s hkely to exit the administration via lquidation {Section 8 - Ending the administration)
There will be a meeting of creditors on 1 May 2015 {Section 7 - Creditors’ meeting)

We propose that our remuneration be drawn on the basis of time properly given by us and the
vanous grades of our staff We will seek approval for this from the Creditors’ Committee if there
Is one, or altermatively from the unsecured creditors (Section 8 - Joint Administrators’
remuneration, disbursements and pre-administration costs)

This document In 1ts entirety I1s our statement of proposals A summary st of the proposals 1s
shown in Section 9 together with all relevant statutory informatien included by way of appendices
Unless stated otherwise, all amounts in the proposals and appendices are stated net of VAT

e

Allan Graham
Joint Administrator
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Aylesford
Newsprint
Services Ltd

Aylesford
Newsprint Ltd

ANHL 1s the parent holding company and was placed into administration on the same day as ANL and
wholly owns the shares in ANL and ANSL ANL was the main operating company ANSL s currently
not subject to an insolvency process

3 Background and events leading to the
administration

3.1 Background information

ANL was incarporated on 10 June 1993 and operated two paper mills from its 100 acre freehold site
at Aylesford, Kent, which recycled paper to produce reels of newsprint for the newspaper industry
ANL's operations were such that the paper mills operated 24 hours a day, 7 days a week
continuously producing newsprint with periodic downtime for maintenance As part of the production
process, ANL has an on-site effluent plant which treats waste water

3.2 Funding and financial position of the Company

ANL was funded by SFL who provided Asset Based Lending facilities against receivables, inventory
and property / land SFL have debentures (fixed and floating charges) over the assets of ANHL, ANL
and ANSL

ANL receivables are assigned to SFL and all receipts are paid into charged bank accounts
At the date of our appointment the amount outstanding to SFL was ¢£13 million

ANL has been loss making for a number of years and in October 2012, the Group was sold by its
previous owners to The Martland Holdings LLC {80% shareholding) and SABE Sarl {20%
shareholding}

m See Notice @ 2015 KPMG LLP, a UK hruted liability partnership, is a subsidiary of KPMG Europe LLPand 2
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3.3 Events leading to the administration

Newspaper circulation has been dechining in recent years as a result of the shift to digital media The
newspnnt market 1s \n oversupply and as a result the market price / tonne has fallen

In hght of recent poor trading, mainly due to customers having excess newsprint stock after the
Chnistrnas peniod, ANL's working capital was tied up in finished newsprint stock

ANL therefore suffered cashflow difficulties and in ight of this the Directors appointed an interim
turnaround director to assist the Company with 1ts strategy going forward

Around the same time {February 2015), as a condition of continued financial support from SFL, KPMG
were instructed to carry out contingency planning

After a review of the business by the turnaround director, the ANL board resolved that the Company
could not avoid insolvency

KPMG was previously engaged by ANL in Apnil 2014 to carry out pension adwisory work In October
2014 and more recently in February 2015, KPMG were engaged by ANL to perform contingency
planning work

In addition, KPMG have previously been engaged by the previous funders to carry out an independent
business review in connection with ANL in June 2013, and short term cashflow work in September
2013, February 2014 and May 2014

At the time of our appointment, we disclosed to the Court details of the work carnied out by KPMG |
up to that time

We are satisfied that the work carried out by KPMG priar to our appointment, incfuding the pre-
administration work summarnised below, has not resulted in any relattonships which create a conflict
of interest or which threaten our independence

Furthermore, we are satisfied that we are acting in accordance with the relevant guides to
professional conduct and ethics

3.4 Pre-administration work

The following work was undertaken prior to our appointment with a view to placing the Company into
administration |

m KPMG advised the Directors with regard to the administration appointment,

m KPMG assisted in the preparation of the appointment documents,

B Gateley assisted with the preparation and filing of the appointment documents
This work was necessary In order to place the Company into administration

KPMG's work was carned out under an engagement letter dated 16 February 2015 with the
Company and Secured Corperate Finance Limited, agents of SFL

3.5 Appointment of Joint Administrators

The Directors resolved on 20 February 2015 to appoint us as Joint Administrators

m See Notice © 2015 KPMG LLP, a UK limited Iiability partnership, 1s a subsidiary of KPMG Europe LLPand 3
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The notice of appointment was lodged at the High Court of Justice on 24 February 2015 and we
were duly appointed

4 Strategy and progress of the
administration to date

4.1 Strategy to date
Stock and debtors

In Light of the significant operating costs of producing newsprint and the market selling price falling
below the cost of production, trading the business 1n administration was not feasible We considered
that 1t would have been unlikely that we could have traded profitably even if we were able to secure
the significant funding required

We were conscious that the value of the stock could diminish because customers may have looked
to saurce alternative supplies from the Company’s competitors The stock was specific to each
indwidual customer’s requirernents and accordingly our strategy has been to seek to sell stock to the
respective customer

We also recognised that realisations from any debtor balances would be inextricably inked to stock
sales

On appointment our strategy was to support customers, to maintain relationships and preserve value
in stock and debtors In order to maximise realisations we made stock available to customers strictly
on the basis that agreement would be reached with regards to debtor monies due

As a result of this strategy, agreements have been reached with the key customers which has
allowed us to maximise debtor recovenes

It was necessary on appointment to secure a short term overdraft faciity from SFL in order to meet
initial admimistration expenses

Plant and machinery

We have instructed LSH as our agents to assist with the sale of plant and machinery LSH have
appeinted paper mili specialist agents, John Wilkie Paper Mill Services Ltd, due to their expenence in
the industry, to assist with the disposal of the two paper mills and ancillary equipment by private
treaty

The non-paper mill plant and machinery will be sold via auction in early to mid-May 2015

Water abstraction icences

As ANL was a high user of water it held three water abstraction icences provided by the
Environment Agency We are in discussions with a number of interested parties in connection with
the sale of these licences

Decommlssromng

As part of effecting an orderly wind down of ANL, we are decommissioning the plant and machinery
at Aylesford
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In order for ANL to continue to fulfil environmental and Health & Safety obligations during the
administration, we are utllising the services of KPMG Sustainabiity Services to manage and co-
ordinate all health and safety matters This includes meeting with ANL employees, the Environmental
Agency and third party specialists instructed to ensure continued comphance The decommissioning
process Involves a managed shut down of the paper mills, preparing the plant for resale and also
ensuring the operations and processes of ANL, such as the effiuent plant, can be shut down in a safe
and controlled manner Unavoidably, this 1s ikely to be a time intensive and costly process but
necessary as part of the wind down of ANL's affairs and to make the site safe from an environmental
perspective The ulumate aim being a surrender of the Environment Agency permits, either full or in
part

Employees
Prior to the administration ANL had 298 employees working at the Avlesford site As it was not viable

for ANL to continue to trade in adrministration, 233 employees were made redundant on appointment

We have retained 65 employees until at least the end of Apri to assist with assets reahsation and the
decommuissioning process We will review the position at the end of Apnl

Property and Land

We are utilising KPMG's Real Estate Advisory services to work with appointed agents to assess the
viable options for the sale of the ¢ 100 acre freehold site at Aytesford and consider which will provide
the best return to the creditors As this will involve understanding what uses are feasible for the site
and market appetite, 1t 1s likely that we will have a better understanding of the options available by
the next time we are due to report to creditors at the end of August

4.2 Asset realisations

Realisations from the date of our appointment to 30 March 2015 are set out In the attached receipts
and payments account (Appendix 2)

Summanes of the most significant realisations to date are provided below

Debtars

As aresult of the strategy pursued, we have to date collected £6 3 mullion In debtor recoveries for
SFL under its fixed charge

These monies have been paid directly to SFL under therr fixed charge and therefare do not appear In
our receipts and payments account at appendix 2

Carbon Credits

ANL hold carbon credits which are used ta meet emission charges levied by the Environment
Agency

Any surplus carbon credits fall under SFL's fixed charge

Stock sales

Currently we have realised £4 million of stock and anticipate a further £3 million
Raw Maternal sundry stock

After dealing with any RoT claims, we will {ook to sell any residual raw material stock
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Investigations

We are reviewing the affairs of the Company to ascertain i there are any actions which can be taken
against third parties to increase recovenes for creditors

In this regard, if you wish to bring to our attention any matters which you believe to be relevant,
please do so by writing to Mck Miah at KPMG LLP, 15 Canada Square, Canary Wharf, London E14
5GL

4.3 Other issues

Retention of title / consignment stock

We have received 36 claims from suppliers claiming either RoT or the return of raw materals
provided on a consignment basis We have given suppliers the opportunity to identify stock they have
supplied to the Company and to provide documentation in support of their claims These claims are
currently baing adjudicated, with the assistance of solicitors, where necessary

The suppliers who have demonstrated that raw matenals were provided cn a consignment basis or
have valid RoT clauses which were accepted by the Company prior to supply, have been allowed the
opportunity to recover raw materials supphed

Third party contractors

ANL had a large number of contractors that were based on site, as these contractors regularly, but
not solely, carried out works for ANL As a consequence of the admimistration and ANL ceasing to
trade, 1t has unfortunately been necessary for the contractors to vacate site

Tenants

ANL had a number of tenants who rented office space and hard standing One of the leases had
already expired and one was coming to an end As with third party contractors, using retained
employees we have set up a formal procedure to assist tenants in removing their equipment etc

Water mamn works

Prior to the administration ANL received a section 159 notice from South East Water with regards to
mandatory works required on the ANL site to upgrade the Burharm water main  As a result, our
property agents have met with Scuth East Water to discuss a schedule of works and the path of the
water main through the site in order to mimmise the impact operatianally and to not hinder the
property realisation strategy

Legal proceedings

There are a number of active legal proceedings involving ANL which could result in additional claims
being made against the Company These claims were disputed by the Company and legal advice had
been received prior to the administration We are currently reviewing these clams with solicitors and
will consider the course of action which will result In the best outcome for the creditors as a whole

Security

The ANL site has a penmeter fence and access Is restncted through a secunity gatehouse In light of
ANL ceasing to trade, additional security by way of dog patrols have been introduced

Supply of electnicity to third parties

Histonically, ANSL provided electricity mainly to ANL, but also to a number of third parties (as agent of

Npower Business} either by producing electricity from a CHP plant {owned and operated by Npower
Cogen) or mporting electnecity from Npower Business The supply of electrncity to third parties was
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as a consequence of the businesses, who operate within the vicinity of the ANL site, being
connected to ANL's private electricity distribution wires system and not directly to the national gnd

In light of ANL ceasing to trade, ANSL's electncity supply contract was terminated by Npowver
Business Although ANL I1s not trading, there will still be significant electricity requirements dunng the
decommissioning of the paper mills and effluent plant We have therefore secured continued supply
frorn Npower Business

As the third parties are connected to ANL's electnicity distnbution network and are now dependent
upon ANL for electricity supply, we have met with the largest third party user and intend to support
them for as long as reasonably practicable in the near term whilst they seek alternative arrangements
for a direct connection to the national gnd The agreement, however, Is conditional upon all
attributable costs being met by the third parties in advance We are in discussions with all third party
electricity customers

ANSL

ANSL 1s the sister company of ANL and 1s a wholly owned subsidiary of ANHL It provided electricity
(as agent of Npower Business) to ANL and as at the date of the administration was owed ¢£11
million by ANL

Pension scheme
There 1s a defined benefit scheme currently in deficit and also a defined contnbution scheme

We understand that although ANHL may have been the principal employer, ANL was a participating
employer

In light of the deficit, we consented to the appointment of an independent trustee onto the board of
the pension trustees to assist the penston scheme n the Pension Protection Fund assessment
period

We have been advised by the PPF that the initial claim against the Company 1s ¢£79 million subject to
an assessment been undertaken

44 Costs

Payments made from the date of our appointment to 30 March 2015 are set out in the attached
receipts and payments account {Appendix 2)

Summaries of the most significant payments made to date are provided below

Operations

Payments have been made for haulage, security and services/contractors which were necessary for
the decommissioning process and amount to ¢£38,000

Environmental / Licence fee

A payment of ¢£66,000 has been made to the Environment Agency in respect of water abstraction
licences We are currently in discussions with interested parties with a view to selling the licences
as detailed in section 4 1

Legal fees

To date we have paid £38,000 to solicitors in relation to the legal proceedings detalled in section 4 3
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5 Dividend prospects

5.1 Secured creditor
SFL have debentures {fixed and floating charges) over the assets of ANHL, ANL and ANSL

A validity of security review was carnied out by our solicitors, Gateley, who confirmed that the SFL
security was vald

We anticipate that SFL will be paid in full in the adrministration of ANL

5.2 Preferential creditors

Clairns from employees in respect of (1} arrears of wages up to a maximum of £800 per employee,
{2) unlimited accrued holiday pay and (3) certain pension benefits, rank preferentially

We estimate the amount of preterential claims in ANL at the date of our appointment to be £200,000

Based on current estimates, we anticipate that preferential creditors will be paid in full However, the
timing and ameunt of any distribution are dependent upon the realisations and associated costs of
the administration

5.3 Unsecured creditors

Based on current estimates, we anticipate that unsecured creditors should receive a dividend in ANL
The quanturn and timing of a dvidend 1s currently unknown and will be largely dependent on what 1s
realised for the freehold land

6 Ending the administration

6.1 Exit route from administration

We consider 1t prudent to retain all of the options available to us, as listed in Section 9 to bring the
administration to a conclusion in due course

However, at this stage we anticipate that the most likely exit route for ANL will be liquidation

6.2 Discharge from liability

We propose to seek approval from the Creditors that wa will be discharged from hability in respect of
any action as Joint Adrmiristrators upon the filing of our final receipts and payments account with the
Registrar of Companies

Discharge does not prevent the exercise of the Court’'s power in relation to any misfeasance action
aganst us

See Section 7 for details regarding the meeting of creditors

m See Notice © 2015 KPMG LLP, 8 UK imited liability partnership, 15 a subsidiary of KPMG Europe LLPand 8§
a member firm of the KPMG network of independent member firms affiliated with KPMG Internatienal
Cooperative, a Swiss entity All nghts reserved




7 Approval of proposals and creditors’
meeting

7.1 Creditors’ meeting

Notice of a meeting of creditors to be held on 1 May 2015 1s attached to the covering letter We are
convening It in order to present our statement of proposals

Creditors’ Committee

A Creditors’ Committee will be formed if sufficient creditors are willing to act The minimum number
of Comrnittee members I1s three and the maximum 1s five

We are of the opinion that a Creditors’ Committee would form a useful purpose in this administration

Function of the Creditors’ Committee

The Creditors’ Committee represents the interests of the creditors as a whaole, rather than the
interests of certain parties or individuals

Its statutory function is to help us to discharge our responsibilities as Joint Administrators

If a Creditors” Commuttee 1s formed 1t 1s for that body to approve, for instance
m the basis of our remuneration,

m the drawing of Category 2 disbursements,
m the payment of unpaid pre-administration costs,

m our discharge from hability in respect of any actions as Joint Administrators

Members of the Creditors’ Committee are not remunerated for their time  Other than receiving
travel expenses, they receive no payment from the Company

7.2 Resolutions

Creditors will be asked to vote on the following matters at the initial meeting of creditors of ANL
m our proposals,
m the formation of a Creditors’ Committee

If a Creditors’ Committee 1s not formed the approvals in Section 9 which would have been
considered by the Creditors' Committee will be voted on by the creditors
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8 Joint Administrators’ remuneration,
disbursements and pre-administration
costs

8.1 Approval of the basis of remuneration and disbursements

Agreement to the basis of our remuneration and the drawing of Category 2 disbursements 1s subject
to specific approval It is not part of our proposals

Should a Creditors’ Committee be formed at the creditors’ meeting, we will seek to obtain approval
from the Creditors’ Committee that

® our remuneration will be drawn on the basis of time properly given by us and the various grades
of our staff in accordance with the charge-out rates included in Appendix 3,

® disbursements for services provided by KPMG (defined as Category 2 disbursements in
Statement of Insolvency Practice 8} will be charged in accordance with KPMG’s policy as set out
in Appendix 3

If a Creditors' Committee is not formed, the creditors represented at the meeting in person or by
proxy will be asked to vote on the resolutions with regards to our remuneration and drawing of
Category 2 disbursements

Time costs

From the date of our appointment to 30 March 2015, we have incurred time costs of £708,761
These represent 2,030 hours at an average rate of £349 per hour

Disbursements

We have incurred and paid disbursements of £12,004 during the penod

Additional information

We have attached (Appendix 3) an analysis of the time spent, the charge-out rates for each grade of
staff and the disbursements paid directly by KPMG for the penod from our appointment to 30 March
2015 We have also attached our charging and disbursements recovery policy

Where a creditors’ voluntary liquidation i1s the exit route for the administration and If we are appointed
as Joint Liguidators, the basis of remuneration which Is approved for the administration will continue
to apply in the creditors’ voluntary lquidation

8.2 Pre-administration costs

The following pre-administration costs have been incurred in relation to the pre-administration work
detalled in Section 3 4

Pre-administration costs

Paid {£) Unpaid (£} Total (£)
KPMG fees 80,000 00 80,000.00
KPMG disbursements 1,619 05 1,619 05
Gateley 37,611 50 37.611.50
Total 119,230.55 119,230.55
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The payment of unpaid pre-administration costs as an expense of the administration 1s subject to the
same approval as our remuneration, as outlined above It will be voted upon at the meeting of
creditors Iti1s not part of our proposals

Please note that KPMG's time costs totalled £176,552, however, these have been fimited to £80,000

9 Summary of proposals

For the reasons set out elsewhere in the report rescuing the Company in accordance with Paragraph
3{1)(a) 1s not achievable

Therefore our prirmary objective 1s to achieve a better result for the Company's creditors as a whole
than would be likely if the Company was wound up, in accordance with Paragraph 3{1)}(b}

In addition to the specific itermised proposals below, this docurnent In its entirety constitutes our
proposals

We propose the following

General matters

B to continue to do everything that 1s reasonable, and to use all our powers appropnately, in order to
maximise realisations from the assets of the Company in accordance with the objective as set out
above,

m to investigate and, if appropniate, to pursue any claims the Company may have,

m to seek an extenston to the adminmistration penod if we consider It necessary

Distributions

m to make distributions to the secured and preferential creditors where funds allow,

m to apply to the Court for the authority to make a distnbution to unsecured creditors if funds
become available

Ending the administration

We might use any or a combination of the following exit route strategies in order to bring the
admirustration to an end

a apply to Court for the administration order to cease to have effect from a specified time and for
control of the Company to be returned to the Directors,

a formulate a proposal for either a company voluntary arrangement (CVA) or a scheme of
arrangement and put 1t to meetings of the Company’s creditors, shareholders or the Court for
approval as appropriate,

m place the Company into creditors’ voluntary hquidation In these circumstances we propose that
we, Allan Graham and Rob Croxen, be appointed as Joint Liguidators of the Company without any
further recourse to creditors If appointed Joint Liquidators, any action required or authonsed
under any enactment to be taken by us may be taken by us individually or together The creditors
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may nominate different persons as the propesed Joint Liguidaters, provided the nomination 1s
received before these proposals are approved,

petition the Court for a winding-up order placing the Company into compulsory iquidation and to
consider, If deemed appropnate, appointing us, Allan Graham and Rob Croxen, as Joint Liguidators
of the Company without further recourse to creditors Any action required or authonsed under
any enactment to be taken by us as Joint Liquidators may be taken by us individually or together,

file notice of move from administration to dissolution with the Registrar of Companies if we
consider that iguidation Is not appropriate because (1) no dividend will become available to
creditors, and (2) there are no other cutstanding matters that require to be dealt with in hquidation
The Company will be dissolved three months after the registering of the notice with the Registrar
of Companies

Alternatively, we may ailow the administration to end automatically

Joint Administrators’ remuneration and pre-administration costs

We propose that

our remuneration will be drawn on the basis of tirme properly given by us and the various grades
of our staff in accordance with the charge-out rates included in Appendix 3,

disbursements for services provided by KPMG (defined as Category 2 disbursements in
Statement of Insolvency Practice 9) will be charged in accordance with KPMG's policy as set out
in Appendix 3,

unpaid pre-administration costs be an expense of the admimstration

Discharge from hability

We propose that we shall be discharged from liability in respect of any action of ours as Joint
Administrators upon the filing of our final receipts and payments account with the Registrar of
Companies

m See Notice © 2015 KPMG LLP, a UK limuted liability partnership, 15 & subsidiary of KPMG Europe LLP and 12

a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative, a Swiss entity All nghts reserved




Appendix 1 Statutory information

Company information

Company and Trading name Aylesford Newsprint Limited

Date of incorporation 10 June 1993

Company registration number 02825694

Trading address Newsprint House, New Hythe Business Park, Bellingham Way,

Aylesford, Kent, ME20 7DL

Newsprint House, New Hythe Business Park, Bellingham Way,

Previous registered office Aylesford, Kant, ME20 7DL

Previous reqistered office 8 Salisbury Square, London, EC4Y 8BB
Present registered office 15 Canada Square, Canary Wharf, London, E14 5GL
Company Directors Kouadio Landry Kouakou

Knster Rosenqwvist Packalen
Gilles Chnstophe Reland

Angela Wardlaw

Company Secretary Martin John Atkinson

Admmistration gppointment The adrmiristration appomntrment granted in High Court of Justice,
1379 of 2015

Appointor Directors

Date of appointment 24 February 2015

Joint Adrministrators Allan Graham and Reb Croxen

Purpose of the administration Achisving a better result for the Company's creditors as a whole
than would be likely if the Company were wound up

Functions The functions of the Joint Administrators are being exercised by
them individually or together in accordance with Paragraph 100(2)

Current admintstration expiry date 23 February 2016

Prescribed Part The Prescribed Part 1s apphcable on this case

It has been taken into account when determining the dividend
prospects for unsecured creditors (Section b)

Estimated values of the Net Property and  Estimated Net Property 1s £25,000,000 The Prescribed Part 1s
Prescribed Part capped at the statutory maximum of £600,000

Prescribed Part distribution The Joint Adminsstrators do not intend to apply to Court to obtain
an order that the Prescribed Part shall not apply
Accordingly, the Joint Admirustrators intend to apply to Court for
the authority to make a distribution to the unsecured creditors

Application of EC Regulations EC Regulations apply and these proceedings will be the Main
Proceedings as defined in Article 3 of the EC Regulations

m See Notice © 2015 KPMG LLP, a UK imited liability partnership, 1s a subsidiary of KPMG Europe LLPand 13
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Appendix 2

Aylesford Newsprint Limited - in Administration

Joint Administrators' abstract of receipts & payments

Joint Administrators’ receipts and payments account

From 24/02/2015  From 24/02/2015
Statement of affairs (£) To 30/03/2015 (£}  To 30/03/2015 (£)
FIXED CHARGE ASSETS
564,169 00  Carbon credits NIL NIL
5,300,000 00 Plant & machinery/equipment NIL NiL
30.000,00000 Land NIL NIL
7.330,0000C0 Recevables/debtors NIL NIL
NIL NIL
FIXED CHARGE CREDITORS
{12,022,740 00)  Fixed charge craeditor NIL NIL
NIL NIL
ASSET REALISATIONS
7,650,000 00  Paper stock 4,034,689 16 4,034,689 16
955,105 00 VAT refunds {pre-app'ent) NIL NIL
11,756400  Cash at bank NIL NIL
4,034,689 16 4,034,689 16
OTHER REALISATIONS
Bank interest, gross 5120 5120
Loan facility 250,000 00 250,000 00
34,00000  Sundry debtors/racevables 606 00 606 00
Funds received on behalf of ANSL 61,127 26 61,127 26
129,308 00  Recycled fibre stocks NIL NIL
350,00000  Sundry Stocks NIL NIL
311,784 46 311,784 46
COST OF REALISATIONS
Operations {38,282 47) (38,282 47)
Legal fees {38,034 03) (38,034 03)
Funds returned to ANSL 61,127 26} (61,127 26)
Storage costs {13,789 42) {13,789 42}
Statutory advertising {169 20) {169 20}
Wages & salaries (174,068 55) {174,068 55}
Bank charges {931 35) {931 35)
Licences (65,947 87) (65,947 87)
(392,350 15) (392,350 15}
40,301,596 00 3,954,123.47 3,954,123.47
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Aylesford Newsprint Limitad - in Administration

Joint Administrators' abstract of receipts & payments

From 24/02/2015  From 24/02/2015

Statement of affairs (£) To 30/03/2015 (£} To 30/03/2015 (£)
REPRESENTED BY

Floating ch VAT rec'able 7,690 35

Current account 4,693,750 90 4,693,750 90

Floating ch VAT payable {747,317 78)

3.954,123.47 3,954,123.47

kb
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Appendix 3 Joint Administrators’ charging and disbursements policy
Joint Administrators’ charging pelicy

The time charged to the administration 1s by reference to the time properly given by us and our staff
In attending to matters ansing in the administration This includes work undertaken in respect of tax,
VAT, employee, pensions and health and safety advice fromn KPMG in-house specialists

Our policy 1s to delegate tasks in the administration to appropriate members of staff considering their
level of experience and requisite specialist knowladge, supervised accordingly, sc as to maximise the
cost effectiveness of the wark performed Matters of particular complexity or significance requiring
more exceptional responsibility are dealt with by sentor staff or us

A copy of "A Credrtors’' Guide to Joint Administrators Fees"” from Statement of Insolvency Practice 9
("SIP 9°) produced by the Association of Business Recovery Professionals i1s available at

http /iwww r3 org uk/media/documents/publications/professional/Guide_to_Administrators_Fees_Nov
2011 pdf

If you are unable to access this guide and would like a copy, please contact Mok Miah on 020
76946477
Hourly rates

Set out below are the relevant hourly charge-out rates for the grades of our staff actually or likely to
be involved on the administration Time 1s charged by reference to actual work carned out on the
administration, using a minimum time unit of sIXx minutes

All staff who have worked on the administration, including cashiers and secretanal staff, have
charged time directly to the admimistration and are included in the analysis of time spent The cost of
staff employed in central administration functions 1s not charged directly to either administration but
1s reflected in the general level of charge-out rates

Charge-out rates

Charge-out rates (£} - Restructuring

Grade From 24 Feb 2015 £/hr
Partner 595
Director 536
Senior Manager 485
Manager 405
Senior Administrator 280
Adrmiristrator 205
Support 125

The charge-out rates used by us might percdically nse (for example to cover annual inflationary cost
increases) over the perod of the administration In our next statutory report, we will inform creditors
of any matenal amendments to these rates

%E] See Notice © 2015 KPMG LLP, a UK limited hability partnership, 1s a subsidiary of KPMG Europe LLPand 16
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Pclicy for the recovery of disbursements

Where funds permit the officeholders will seek to recover both Category 1 and Category 2
disbursements from the estate For the avoidance of doubt, such expenses are defined within SIP 9
as follows

Category 1 disbursements These are costs where there s specific expenditure directly referable to
both the appointment in question and a payment to an independent third party These may include,
for example, advertising, rcom hire, storage, postage, telephone charges, travel expenses, and
equivalent costs reimbursed to the officeholder or his or her staff

Category 2 disbursements These are costs that are directly referable to the appointment in guestion
but not to a payment 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, for example, business
mileage

Category 2 disbursements charged by KPMG Restructuring include mileage This 1s calculated as
follows

Mileage claims fall into three categornies

m use of privately-owned vehicle or car cash alternative — 45p per mile,
m use of company car — 60p per mile,

m use of partner’s car - 60p per mile

For all of the above car types, when carrying KPMG passengers an additional 5p per mile per
passenger will also be charged where appropriate

We have incurred the following disbursements dunng the penod 24 February 2015 to 30 March 2015

Disbursements

SIP 9 - Disbursements

Category 1 Category 2
Disbursements Paid {£)] Unpad (6)]  Pad (£} Unpaid () Totals (£)
Accommodation 7,308 99 NIL 7,308.99
Meals 631 80 NIL 631.80
Mileage NIL 1,623 35 1,623.35
Rates 92 00 NIL 92.00
Sundry 11 99 NIL 1199
Travel 2,336 03 NIL 2,336,03
Total 10,380 81 1,623.35 12,004 16

We have the authonty to pay Category 1 disbursements without the need for any prior approval from
the creditors of the Company

Category 2 disbursements are to be approved in the same manner as our remuneration

m See Notice ® 2015 KPMG LLP, a UK lirited Lability partnership, 1s a subsidiary of KPMG Europe LLPand {7
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Narrative of work carned out for the penod 24 February 2015 to 30 March 2015

The key areas of work n the administration have been

Statutory and m collating mitial Information to enable us to carry out our statutory duties, including credrtor
compliance information, details of assets and information relating to the licences,
W providing initial statutery notifications of our appointment to the Registrar of Companies,
creditors and other stakeholders, and advertising our appointment,
W 1ssuing regular press releases and posting information on a dedicated web page,
W preparing statutory receipts and payments accounts,
B arranging bonding and complying with statutory requirements,
B snsuring complance with all statutory obligattons within the relevant timescales
Strategy ® formulating, monitoring and reviewing the administration strategy, including the decision
documnents to trade and meetings with internal and external parties to agree the same,
Ch ' B brisfing of our staff on the administration strategy and matters in relation to varous work-
ecklist and streams,
reviews ® regular case management and reviewing of progress, including regular team update
meetings and calls,
B meeting with managemant to review and update strategy and monitor progress,
B raviewing and authonsing Junior staff correspondence and other work,
B dealing with gueries ansing during the appointment,
B reviewing matters affecting the outcome of the administration,
M allocating and managing staff/case resourcing and budgeting exercises and reviews,
W laising with legal advisors regarding the various instructions, including agreeing content
of engagement letters,
B complying wath internal filing and information recording practices, including documenting
strategy decisions
Reports to @ providing written and oral updates to representatives of the Secured crediter regarding

debenture holders

the progress of the administration and case strategy

Cashianing

setting up administration bank accounts and dealing with the Company's pre-
appointment accounts,

preparing and processing vouchers for the payment of post-appointment invoices,
creating remittances and sending payments to settle post-appointment invoices,
preparing payroll payments for retained staff, dealing with salary related quenes and
confirming payments with the employee's banks,

reviewing and processing employee expense raquests,

reconciling post-appointment bank accounts to internal systems,

ensunng compliance with appropriate risk management procedures in respect of receipts
and payments

Tax

gathening initial informatton from the Company's records in relation to the taxation
position of the Company,

submitting relevant inival notifications to HM Revenue and Customs,

reviewing the Company's pre-appointment corporation tax and VAT position,

analysing and considering the tax effects of vanous sale options, tax planning for efficient
use of tax assets and to maximise realsations,

working initrally on tax returns relating to the periods affected by the administration,
analysing VAT related transactions,

dealing with post appointiment tax compliance

Shareholders

providing notification of our appointment,
providing copies of statutory reports to the shareholders

General

reviewing time costs data and producing analysis of ime incurred which 1s compliant
with Statement of Insolvency Practice 9,

locating relevant Cormpany books and records, arranging for therr collection and dealing
with the ongoing storage

Wind down (ANL
only)

preparing cash flow statements to monitor the cash position,

attending to supplier and customer queries and correspondence,

raising, approving and rmonitoring purchase orders and setting up control systarmns for
necessary supples / services In administration,

negotiating and making direct contact with vanous suppliers as necessary to provide
addimional information and undertakings, including agreeing terms and conditions, 1h order
to ensure conttnued support,

dealing with 155Ues In relation to stock and other assets, '

communicating and negotiating with customers regarding ongoing supplies, including
agreeing terms and conditions,

monitoring stock and stock reconciliations,

dealing with hauliers to ensure ongoing services,

ensuring ongoing provision of emergency and other essential services to site
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Asset realisations

collating information from the Company's records regarding the assets,

lhaising wath finance companies in respect of assets subjact to finance agresments,
liaising wath agents regarding the sale of assets,

dealing with 1ssues associated with the sale of stock,

reviewing outstanding debtors and management of debt collection strategy,

haising with Company credit control staff and communicating with debtors,

seeking legal advice in relation 10 book debt collections,

haising wath the Secured creditor regarding debtor recoverias,

reviewing the inter-company debtor position between the Company and other group
companias

Property matters

reviewing the Company'’s freehold property and considering strategy,
communicating with tenants regarding rent, property occupation and other 1ssuss,
performing land registry searches

Health and safety

haising with internal health and safety specialists in order to manage all health and safety
Issues and environmental 1Issues, including ensuring that legal and licensing obligations
are complied with,

haising with the Health and Safety Executive regarding the administration and ongoing
health and safety compliance

Open cover
Insurance

arranging ongoing insurance cover for the Company’s business and assets,

harsing with the post-appointment insurance brokers to provide information, assess nsks
and snsure appropnate cover in placs,

assessing the level of insurance prermums

Employees

dealing with qguernes from employees regarding vanous matters relating to the
administration and their employment,

dealing with statutory employment related matters, including statutory notices to
employees and making statutory submissions to the relevant government departments,
holding regular employee briefing meetings to update employees on progress in the
administration and our strategy,

administering the Company’s payroll, including associated taxation and other deductions,
and prepaning PAYE and NIC returns,

communicating and corresponding with HM Revanue and Customs,

dealing with 1ssues ansing from employee redundancies, including statutory notifications
and harsing with the Redundancy Payments Office,

managing claims from employees,

ensuring security of assets held by employees

Pensions

collating information and reviewing the Company’s pension schemes,

caleulating employee pension contributions and review of pre-appointment unpaid
contnbutions,

ensuring comphance with our duties to 1ssue statutory notices,

haising with the trustees of the defined benefit pension scheme, the Pensions Regulator
and the Pensions Protection Fund concerning the changes caused to the pansion
scheme as a result of our appointment,

ensuring death-in-service cover for employees remains in place,

communicating with employees representatives concerning the effact of the
administration on pensions and dealing with employee queries

Creditors and
claims

drafting and circulating our proposals,

convening and prepanng for the meeting of creditors,

creating and updating the list of unsecured creditors,

responding to enquines from creditors regarding the administration and submission of
their claims,

reviewing completed forms submutted by creditors, recording claim amounts and
maintaiming claim records,

dealing with supplters with retention of title claims, including reviewing supporting
docurmentation and arranging and carrying out stock inspection visits

dealing with suppliers with consignment stock

Investigations/
directors

reviewing Company and directorship searches and advising the directors of the effect of
the administration,

kaising with managemant to produce the Statement of Affairs and filing this document
with the Registrar of Companies,

reviewing the questionnaires submitted by the Directors of the Company,

reviewing pre-appointment transactions
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Time costs

SIP 9 - Time costs analysis

SIP 9 - Time costs analysis (24/02/2015 to 30/03/2015)

Hours

Partner / Time Cost Average

Director Manager Administrator Support Total (E}| Hourly Rate (£)
Trading
Asset Realisation
Health & safety 320 320 1.45600 455 00
Employees
Correspondencs 10 40 1170 300 2510 8,02300 31964
Tax
Post appointment VAT 050 0.50 102 50 20500
Trading
Purchases and trading costs 150 1500 16.60| 4,807 50 291 36
Administration & planning
Cashienng
General (Cashiernng) 11 50 850 20.00| 6,79000 33960
?ffé’f&'."nag“?é’f.éﬂfs 200 200 41000 205 00
General
Books and records 020 0.20 56 00 280 00
Statutory and compliance
pppomtment and related 720 1500 2475 46.95 17,154 00 36537
Bonding and bordereau 040 030 0.70 198 50 28500
Checklist & reviews 120 020 1.40 361 00 257 85
gf;:jﬁlg:d refated 700 7.00( 2,83500 405 00
Pre-administration checks 120 800 9.20( 2,354 00 25587
ﬁ;i‘;?;{;:g?gﬁ:tg”d 040 1400 14.40| 5,908 00 41028
Strategy documents 280 500 7.80( 3,631 00 465 51
Tax
Initial reviews - CT and VAT 550 550 1,13500 206 36
fa‘:ft appointment corporation 355 359 250 12.70| 503350 396 34
Post appointment VAT 450 720 1030 22,00 841025 38228

Creditors

Creditors and claims
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SIP 9 - Time costs analysis {24/02/2015 to 30/03/2015)

Hours

Partner / Time Cost, Average

Director Manager Admimistrator Support Total (E){ Hourly Rate {£)
Agreement of unsecured
daims 66 00 66.00| 13,53000 205 00
General correspondence 620 122 60 128.80( 34,651 50 269 03
/P(’:e;apm'"’me“t VAT/PAYE 730 7.30| 2,956 50 405 00
RQT Clairns 080 2530 308 50 33560| 97,622 50 29089
Secured creditors 980 48 40 59,30 28,857 50 486 63
Statutory reports 550 16 80 1520 37.60] 1437300 382 26
Employees
Correspondence 67 20 1290 80.10| 31,868 00 397 85
DTl redundancy payments
service 1000 1000] 4,05000 405 00
Pension funds 1470 14,70 6,693 50 448 54
Pensions reviews 110 g 50 10.60{ 3,10550 29297
Investigation
Directors
Correspondence with 400 100 5.00| 2,78500 567 00
directors
Directors' questionnaire / 020 020 81 00 405 00
checklist
Realisation of assets
Asset Realisation
Cash and investments 330 330 924 00 280 00
Debtors 550 68 70 177 20 25140 86,112 00 342 53
Freehold property 1300 92 50 060 106 10 48,029 50 452 68
Health & safety 96 30 94 75 191.05| 71,53150 374 41
Leasehold property 180 200 380/ 1,28900 33821
Office equipment, fixtures &
fittings 150 1.50 607 50 405 00
Open cover Insurance 760 110 8.70) 3.38600 38320
Other assets 420 14 00 18.20, 9,28900 51038
Plant and machinery 980 47 80 57.60{ 28,07000 487 33
Pre-appointment tax & VAT
refunds 200 2.00 970 00 485 00
Stock and WIP 140 77 00 95 80 174.20| 65,002 Q0 37315
Trading code used outside trading period
Trading
Cash & profit projections &
strateqy 1810 3900 57.10| 18,25050 31962

m See Notice ® 2015 KPMG LLP, a UK imited hiability partnership, 1s a subsidiary of KPMG Europe LLPand 21
a member firm of the KPMG network of independent member firms atiliated with KPMG International
Cooperative, a Swiss entity All nghts reservad



SIP 9 - Time costs analysis (24/02/2015 to 30/03/2015)

Hours
Partner / Tirne Cost Average
Director Manager Administrator Support Total (£)| Hourly Rate (£}
Purchases and trading costs 63 90 141 00 204,90 66,159 50 32289
Total in period 73.20 77290 1,18060 350 2,030.20 708,760.75 349 10

All staff who have worked 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
employad In central administration functions i1s not charged directly to the assignment but Is reflected
in the general level of charge out rates

All time shown n the above analysis 1s charged in units of six minutes
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Appendix 4 Estimated financial position

The Director has provided the following Statement of Affairs for the Company as at the date of our
appointment

We have not carmed out anything in the nature of an audit on the information provided The figures
do not take nto account the costs of the administration
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(a) Insert name and address of  Statement as 10 the alTars of (a)  Aylesford Newsprint Lamited, Newsprint House, Bellingham Way,

Rule 2.29

Statement of affairs

Name of Company
Avlesford Newsprint Limited

Company number
02825694

inthe

High Court of Justice
Chancery Division
Companies Count

[full nanse of court}

Court case number

1379 oF 2015

regustered office of the company Ay lesford, Kent, ME20 7DL

kkia!

on the (b) 24* February 2015 , the date that the company entered adminisiration

(b) Insert daie

Statement of Truth

1 behieve that the facts stated in this statemen of affairs arc a full, truc and complete statement of the
affairs of the abot ¢ named company ns at (b) 24™ February 2015 the dare that the company entered

admnistiration

kull name __Angela Wardlaw

Signed / ,_,,sx:)._

T sy

K

Dated g// .c,// L1018
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A - Summary of Assets

kcblAb]

Asscls

Assets subject to fixed charge

Land

Equipment

Receivables

Carbon Credits

Secured Debt

Esumated surplus on fixed charge assets

Assets subject to floatng charge

Paper Stocks

Recycled Fibre Stocks

Sundry Stocks

Sundry Recctvables

VAT

Cash

Estimated total on floating charge assets

Uncharged assets

Contingent Assets
BIS compensation

Estimated total asscts avaitable for preferential ereditors

Signature /-.|QQI\L'Q»@H: g / 4 /.’;0.'3’
H=y /4
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Book Estimated to
Value Realise
£ £
27,672,154 30,000,000
Nil 5,300,000
7,517,849 7,330,000
Nil 564,169
(11,149.278) (12,022,740)
24.040.727 3L.171.429
7,941 466 7.650.000
345,000 129,308
2.656,144 350,000
21,205 34,000
955,105 955,105
11,754 11,754
12,000,674 9,130,168
36,043,109 40,301,597
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khinG!

Al -~ Summary of Liabilities

Estimated total assets available for preferential creditors (carried from
page A)

Liabilities
Preferential eredtors -

Estimated deficiency/surplus ns regards prefereatial creditors

Estunated prescnbed part of net property where apphicable (to carry forward)
Estimated total assets oy milable for floating charge holders

Debts secured by floating charges

Estimated deficiency/surplus of asscts after floating charges

Esumated prescribed par of net property where applicable (brought down)
Totnl assets avmlable to unsecured creditors

Unseccured non-preferennal claims {excluding any shontfall to floating charge
holders)

Estumated deficiency/surplus as regards non-preferential creditors
{excluding an) shortfnll to floating charge holders)

Short{al! to floating charge holdcrs (brought down)
Estimated deficiency/surplus as regards creditors
Issued and called up capital

Estimated total deficlency/surplus as regards members

Estimated to

reahise £

£40,301,597
£103,696

£40,197,901
£600,000

£39 597,901
Nil

£39,597.901
£600.000

£40,197,90t
£124,327,647

£(84,129,746)
Nil

£(84,129,746)
£75,000,000

£(159.129,746)

Signature /«—34:9_ A.J:»J'(‘.C?::J Date & /4/ .5
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Details of Shares held

Nomunal
Value

E75000000 | Ordinary Shares of £1 00 each

£75,000,000

No of
shares held
75 000,000

TOTALS | 75.000 000
sfu/ <

Date

COMPANY SHAREHOLDERS

Address (with postcode)

0

Newsprint House, Bellingham Way, Avlesford, Kent, ML20 7DL

/ARoRyet

Name of Sharcholder
Aylesiord Newsprim Holdings

Limnicd
Sipnature,
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Appendix 5 Glossary

ANL/Company

ANHL

ANSL

Gateley

Group

Joint Administrators/we/our/us
KPMG

LSH

NPB

NPC

PPF

ReT

SFL/Secured creditor
VAT

wip

Aylesford Newspnnt Limited - in Admimistration

Aylesford Newsprnint Holdings Limited - in
Administration

Aylesford Newspnnt Services Limited

Gateley LLP

ANL, ANHL and ANSL

Allan Graham and Rob Croxen

KPMG LLP

Lambert Smith Hampton

Npower Business

Npower Cogen

The Pension Protection Fund

Retention of Title

Sitara Finance Limited

Value Added Tax

Work In Progress

Any references in these proposals to sections, paragraphs or rules are to Sections, Paragraphs and
Rules in the Insolvency Act 1986, Schedule B1 of the Insolvency Act 1986 and the Insclvency Rules

1986 respectively
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Appendix 6 Notice: About this statement of proposals

This statement of proposals (‘proposals’) has been prepared by Allan Graham and Rob Croxen, the
Joint Administrators of Aylesford Newsprint Limited — in administration, solely to comply with their
statutory duty under Paragraph 49, Schedule 81 of the Insolvency Act 1986 to lay before creditors a
statement of their proposals for achieving the purposes of the administration, and for no other
purpose It 1s not suitable to be relied upon by any other person, or for any other purpose, orin any
other cantext

These proposals have not been prepared in contemplation of them being used, and are not suitable
to be used, to inform any investment decision in relation to the debt of or any financial interest in the
Company

Any estimated outcomes for creditors included in these proposals are illustrative only and cannot be
rehed upon as guidance as to the actual outcomes for creditors

Any person that chooses to rely on these proposals for any purpose or in any context other than
under Paragraph 49, Schedule B1 of the Insolvency Act 1986 does so at their own nsk To the fullest
extent permitted by law, the Joint Administrators do not assume any responsibility and wili not
accept any hability in respect of these proposals

Allan Watson Graham and Robert Andrew Croxen are authonsed to act as insolvency practitioners by
the Institute of Chartered Accountants in England & Wales

The Joint Admimistrators act as agents for the respective Company and contract without personal
habihty The appointments of the Joint Administrators are personal to them and, to the fullest extent
permitted by law, KPMG LLP does not assume any responsibility and will not accept any lability to
any person In respect of these proposals or the conduct of the administrations
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The information contained herein is of a general nature and 15 not intended to address the
circumnstances of any particular indwidual or entity Although we endeavour to provide
accurate and timely information, there can be no guarantee that such information I1s
accurate as of the date 1t 1s received or that it will continue to be accurate in the future No
one should act on such information without appropriate professional advice after a thorough
examination of the particular situation

The KPMG name, logo and “cutting through complexity” are registered trademarks or
trademarks of KPMG International Cooperative {"KPMG International”)




