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Background to Administration Order

Titan Holdings Limited was incorporated on 2 December 1996. The principle place of
business was Boothtown, Halifax although the company also cperated a satellite sales office
in Bedford.

The principal activity of the company was that of the design, manufacture and supply of

hydraulic equipment and services.

The company traded successfully for a number of years, winning a number of high profile
contracts. However, due to various quality and delivery issues, losses were suffered on

some contracts.

A programme of rationalisation during 2007 (including the closure of the plant at Leeds} was
expected to result in significant cost savings both in terms of overheads and employment

costs,

Slow paying customers, significantly exceeding payment terms, resulted in cash flow

difficulties and pressure from suppliers.

By April 2008 the company had arrears of PAYE and NIC amounting to £287,661 and HM

Revenue & Customs distrained over various items of plant and machinery.

The company entered a walking possession agreement and in May 2008 entered into a
payment arrangement to make payments of £10,000 per week to HM Revenue & Customs,
against which some £210,000 was paid.

The company had entered into a confidential discounting agreement with Skipton Business
Finance Limited ("Skipton") in July 2004. This was later converted into a factoring

agreement.

Concerns by Skipton resulted in the introduction of PKF (UK) LLP to the directors in
September 2008. At this time there was insufficient financial information upon which to base
formal advice. Advice was given as to the form of financial forecasts upon which decisions

as to future trading might be based.

A number of subsequent meetings were held to review the forecasis and to advise the

directors on their responsibilities to creditors.

At the end of November 2008, the directors formed the opinion that they could not secure the
necessary working capital o enable the company to continue trading and steps were taken

to place the company into Administration.

28 January 2009
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Appointment and Strategy

The assets of the company were valued by Philip Davies & Sons Auctioneers & Valuers prior
to our appointment. Based on the valuation advice received, a sale of the free assets to
Titan Manufacturing Limited {*TML"), a new company established by the directors, was
completed on 11 December 2008,

HM Revenue and Customs refused to withdraw the walking possession agreement made in
May 2008 but agreed to allow TML to continue to use the assets in question for ongoing

trading.

These assets were excluded from the sale agreement entered into by the Administrators and
TML.

TML are actively seeking to arrange asset finance over such items of plant and machinery
and will need to remit the sums raised to HM Revenue & Customs. Should the funds raised
not meet the HM Revenue & Customs’ valuation, TML will need to meet the excess from
future profits. Whiist TML initially agreed to deal with this issue during the first two weeks of
January 2008, we understand that finance has yet to be finalised.

A sale to TML was considered the best possible realisation in all the prevailing
circumstances. The offer made by TML was in excess of the restricted realisation price
detailed in our agent’s report. in addition, the offer included transferring all employees to the

new company, therefore avoiding any employee claims in the Administration.

The offer accepted was less than the “geing concern” valuation but the going concern
valuation would have been impossible to generate in the circumstnces. Titan traded from
leasehold premises owned by a company linked by common ownership. The nature of the
lease was such that no outside purchaser would ever have been in a position to purchase
the assets in situ. The costs of regularising the lease would have eliminated any worth in the
building contents. Further, the costs of uplifing machinery such as this for re-tocation in an
alternative building would have been prohibitive.

The offer accepted represented the best net return to the estate.

28 January 2009
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Financial Position of the Company

The directors were advised of their duty to provide a statement of affairs of the Company as
at the date of our appointment, pursuant to paragraph 47(1) of Schedule Bi1 to the
Insolvency Act 1986.

To date the statement of affairs has not been received. However the information gathered
from our time working on site and contained in our agents’ report is deemed to be sufficient
for the purposes of this report. A schedule of the Company's creditors is attached at
appendix Il pursuant to Rule 2.33(2)(j) of the Insolvency Rules 1986.

Asset Realisations

Total consideration for the sale of the free assets was agreed at £65,000 and has been

apportioned as follows:-.

Plant; £10,000
Stock: £30,000
WIP: £25,000

Forecasts prepared by TML indicated that whilst a return to profitability could be achieved,
they had insufficient working capital and were unable to raise funds at the outset to purchase
the assets outright. It was therefore agreed the £65,000 would be paid in instalments as

follows:-
15 December 2008 £10,000
22 December 2008 £5,000
5 January 2009 £5,000

And £5,000 a week thereafter for 9 weeks

The first instalment of £10,000 has been received by Halliwells LLP and the first four
instalments of £5,000 (to 19 January 2008) have been paid into the Administration bank
account. The remaining £5,000 payments should be paid into the Administration account by
direct debit on the specified dates.

Liabilities
Secured Creditors

There are no assets subject to fixed charge security.

The book debts factored with Skipton Business Finance Limited are formally assigned to

Skipton and are therefore the company no longer has title to them.

28 January 2009 Financial Position of the Company 5
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There are items of plant and machinery which are subject to higher purchase agreements.
However our agents have advised there is little or no equity in these assets. These assets
have consequently been left for the new company to either adopt the agreements or to
arrange to have the assets collected.

The unencumbered assets of the company are subject to floating charge debentures with
Skipton Business Finance Limited dated 1 July 2004 and the Royal Bank of Scotland pic
(“RBS") dated 31 March 2005.

If the sales consideration is received in full, there maybe a small distribution under Skipton's
floating charge, after allowing for the prescribed part.

The company operated banking facilities with the Royal Bank of Scotland plc. As at the date
of appointment of Administrators, the amount due to RBS in respect of the over drawn bank
account was £3%2,780. RBS hold a debenture over the company, together with an unlimited
guarantee pledged by Place Trace Limited.

Preferential Creditors
All employees were transferred to TML. As a result there are no preferential creditors.

Non - Preferential Creditors

From information provided by the director and correspondence received from creditors, it
appears that there are 218 creditors owed approximately £753,618 in total. However, not all

creditors have notified us of their claims and as a result this figure is only provisional.

Included in the above, the company has liabilities to H M Revenue and Customs in respect

of unpaid VAT totaliing £56,594. This claim is estimated as returns are currently outstanding.
Prescribed Part

Section 176A of the Insolvency Act 1986 requires Administrators to set aside a prescribed
amount of the company’s ‘net property’ towards the satisfaction of non-preferential claims.
‘Net property’ is defined as the amount which would, if it were not for the aforementioned
provision, be available to floating charge holders (created after 15 September 2003}, after

accounting for fixed charges, preferential creditors and the costs of realisation.

As the floating charges were created after 15 September 2003, the Administrator must make

part of the net property available for unsecured creditors and not distribute it to the holder of

1

a floating charge.

28 January. 2009 _ Financial Position of the Company 6
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Dividend Prospects

If the sales consideration is received in full there will be sufficient funds available to make a

nominal distribution to the unsecured creditors under the Prescribed Part.

28 January 2009 _ Financial Position of the Company 7
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4.2

Receipts and Payments

A receipts and payments account from the date of appointment to 22 January 2009 is

attached at Appendix IHi.

As at 22 January 2009 the Administrators are holding £22,481. Funds in hand are being

held in interest bearing accounts where appropriate.

28 January 2008 Receipts and Payments 8
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Joint Administrators’ Remuneration

Enclosed as Appendix IV is a summary of the Joint Administrators' time costs from the date
of appointment until 22 January 2009, prepared in accordance with Statement of Insolvency
Practice No. 9; those time costs amount to £13,660 plus VAT.

The time costs-are derived by reference to PKF (UK) LLP's normal rates for time properly
spent by the Joint Administrators and their staff in attending to matters arising in this
administration. Where members of staff have been engaged on the administration they have
been so based on their experience and abilities. Where appropriate, certain staff have dealt
with a specific area of the administration due to their skills in that area. Our scale rates may

increase from time to time over the period of the administration,

The Joint Administrators are entitled to receive remuneration for their services as
administrators of the Company. In accordance with 2.106(2) of the Insclvency Rules 1986

('the Rules’), the Joint Administrators’' remuneration shall be fixed either:
a) as a percentage of the value of the property with which they have to deal; or

b) by reference to the time propetly spent by the Joint Administrators and their staff in
attending to matters arising in the administration.

The Joint Administrators propose to receive remuneration under part (b) of paragraph 5.3
above. This remuneration claim will be subject to the agreement of creditors.

The Joint Administrators are required to draw creditors’ attention to a creditors’ guide to fees,
which provides information regarding creditors’ rights in relation to insolvency practitioners’
fees and can be obtained by visiting our website. The relevant guide can be accessed
through www.pkf.co.ukfcri, then click on the right hand link to “Creditors’ guides to fees”. A
copy of the guide can be provided upon request by contacting this office

Total disbursements incurred from the date of appointment to 22 January 2009 but not yet
charged are as follows:

Category 1 Category 2
Disbursement Disbursement

£ £
Mileage - 60.30
Advertising 140.60 -
Company Search Fees 1.00 -
Bond 158.00 -
299.60 60.30

28 January 2009 Joint Administrators’ remuneration 9




57 Category 1 disbursements are those which generally comprise external supplies of incidental

services specifically identifiable to the case.

58 Category 2 disbursements are generally services supplied internally and require the approval
of creditors. Mileage which is a Category 2 disbursement is charged by PKF (UK) LLP at the
rate of 47p per mile. The Joint Administrators will be seeking a specific resolution of creditors
to approve the charging of these disbursements.

28 January 2009 _ Joint Administrators’ remuneration 10
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Proposed Exit Route

In due course it will be necessary for the company to exit from the Administration. This can
either be into Creditors' Voluntary Liquidation, into Compulsory Liguidation or by Dissolution.
Unless stated, all references to paragraph numbers in this section are reference to
paragraphs in Schedule B1 of the Insolvency Act 1986.

At the present time we are unable to categorically state whether sufficient funds will be
available to make a payment to unsecured creditors under Section 176A of the Insolvency
Act 1986, the prescribed part.

If there are insufficient funds to enable a distribution to the unsecured creditors, it is
proposed that once all outstanding matters have been concluded, the Joint Administrators
will be granted their release as Joint Administrators and file the requisite forms with the
Registrar of Companies to place the company into the dissolution process pursuant to
Paragraph 84.

However, if there are sufficient funds to enable a dividend to the unsecured creditors then
the Joint Administrators may apply to court for an order to enable the Joint Administrators to
distribute the surplus funds pursuant to Paragraph 65(3). If the court sanctions such an order
and payment is made to the unsecured creditors, then the Joint Administrators will be
granted their release by filing the requisite forms with the Registrar of Companies to place

the company into the dissolution process pursuant to Paragraph 84,

In the event that the application to distribute fo unsecured creditors is not made to the court,
then the Joint Administrators will cause the Company to be placed into Creditors' Voluntary
Liquidation pursuant to Paragraph 83. The Joint Administrators would be appointed as the
Joint Liquidators to enable the distribution of surplus funds to the unsecured creditors of the
Company. This would be the most timely and cost efficient method as it would avoid

potential duplication of work by an alternative insolvency practitioner.

In accordance with Paragraph 83(7) and Rule 2.117(3) of the Insolvency Rules 1886,
creditors may nominate different persons as the proposed Joint Liquidators. All valid
nominations must be made after the receipt of these proposals and before the proposals are

approved, with or without medifications. _

In the event that none of the above exit routes are deemed appropriate by the Joint
Administrators, it is proposed that the Joint Administrators present a petition at court for the
winding up of the Company pursuant to their powers under paragraph 21 of Schedule 1 to
the Insolvency Act 1986. They will also seek their appointment as joint liquidators pursuant
to section 140(1) of the Insclvency Act 1986 and will seek their release as Administrators
from the court pursuant to paragraph 98(2)(c).

28 January 2009 Proposed exit route 11




7  Joint Administrators’ Proposals

7.1 In accordance with paragraph 49 of Schedule B1 of the Insolvency Act 1986 and Rule 2.33
of the Insolvency Rules 1986, Jonathan Newell and Kerry Bailey, the Administrators of the
company, make the following proposals for achieving the purpose of the Administration.
Approval of the following proposals will be considered as a single resolution at the meeting
of creditors to be held on 13 February 2009.

Resolution 1

e That the Joint Administrators do all such things and generally exercise all of their
powers as Joint Administrators contained in Schedule 1 to the Insolvency Act 1986 as
they in their discretion consider desirable or expedient, in order to achieve the purpose
of the administration and to protect and preserve fhe assets of the Company and to
maximise the realisation of those assets or for any other purpose incidental to these

proposals.

¢ In the event that the Joint Administrators consider it appropriate, they may extend their
statutory term of the administration of twelve months for a further period of up to six
months, pursuant to paragraph 76(2)(b) of Schedule B1 to the Insolvency Act 1886, and
that if a further extension is considered appropriate, the Joint Administrators may make
an application to court pursuant to paragraph 76(2)(a} in this regard.

e In the event that all creditors are paid in full together with the costs and expenses of the
administration, any surplus funds will be handed back to the company. The Joint
Administrators will then file the necessary forms with the court and the Registrar of
Companies and creditors, pursuant to paragraph 80 of Schedule B1 to the Insolvency
Act 1986, to the effect that the purpose of the administration has been achieved.

e In the event that there are insufficient funds to enable a distribution to unsecured
creditors, it is proposed that once all outstanding matters are concluded, the Joint
Administrators will seek a resolution from creditors for their release as Joint
Administrators and file the necessary forms with the Registrar of Companies to enable
the Company to be dissolved pursuant to paragraph 84 of Schedule B1 to the
Insclvency Act 1986.

e That if sufficient funds are availahle for distribution to the unsecured creditors (but not a
payment in full) then the Administrators may apply to court for an order under paragraph
65(3) of Schedule B1 of the Insclvency Act 1986 allowing them to make a payment by
way of distribution to unsecured creditors. If the court sanctions such an order, and a
payment is made to the unsecured creditors, then the Administrators will then seek their

release from creditors, as described above and file the requisite forms with the Registrar

28 January 2009 Conclusion and recommendation 12




7.2

of companies to enable the company to be placed intc dissolution, pursuant to

paragraph 84 of Schedule B1 of the Insolvency Act 1986.

That in the event that the application to court for a payment by way of distribution to
unsecured creditors is not made, or if a distribution cannot be made to unsedured
creditors within the term of the administration {(whether exceeded or not), then the
Administrators will cause the company to be placed into Creditors’ Voluntary Liquidation
with Jonathan Newell and Kerry Bailey of PKF (UK) LLP being appointed as Joint
Liquidators, by filing the requisite forms with the Registrar of Companies pursuant to
paragraph 83 of Schedule B1 of the Insolvency Act 1986.

In addition, the Joint Administrators will seek approval of the following resolutions:-

Resolution 2

That the Administrators shall be remunerated on a time costs basis by reference to PKF
(UK} LLP's normal rates for time spent by them and their staff attending to matters
arising in the Administration.

Resolution 3

That the Administrators be authorised to draw disbursements detailed in this report and

all future category 2 disbursements,

Resolution 4

That the Administrators seek a resolution from creditors pursuant to paragraph 98 of
Schedule B1 to the Insolvency Act 1986, that the Administrators be released from all
liability in respect of their acts as Administrators, 14 days after their appointment as

Administrators ceases to have effect.
Resolution 5

That, if thought fit, the Administrators seek a resolution from creditors establishing a
creditors committee pursuant to paragraph 57 of Schedule B1 of the Insolvency Act
1986. '

It should be noted that the Administrators have a statutory obligation to investigate the
conduct of directors and to prepare a report to the Insolvency Services in accordance with
the provisions of the Company Directors Disqualification Act 1986. If any creditor is aware of
any matter which they consider should be brought to the attention of the Administrators,
please do so in writing to PKF (UK) LLP, Sovereign House, Queen Street, Manchester M2
5HR.

28 January 2009 Conclusion and recommendation 13
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Conclusion

The Jaint Administrators have convened an initial meeting of creditors, as opposed to formal

business being conducted by correspondence.

it is believed that the Company has insufficient property to enable a distribution to be made
to unsecured creditors other than the possibility that there may be a requirement to set aside
a prescribed part by virtue of section 176A(2)(a) of the Insolvency Act 1986. This statement
is made pursuant to paragraph 52{1)(b) of Schedule B1 of the Insolvency Act 1986.

The Joint Administrators are of the view that they should continue to manage the affairs of

the Company in order to achieve the purposes of the administration.
Meetings of creditors

A meeting of the creditors of the company will be held at PKF (UK} LLP, Sovereign House,
Queen Street, Manchester, M2 S5HR at 11.00am on 13 February 2009 to enable creditors to

consider and vote on the proposals.
EC Regulations on Insolvency Proceedings 2000

The European Community Regulations on Insolvency Proceedings applies to Titan Holdings

Limited and the proceedings are the main proceedings.

) N

Newell

Joint Administrator

28 January 2009 Conclusion and recommendation 14
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Titan Hotdings Limited
In Administration

STATUTORY INFORMATION

Company Number
Date of incorporation

Registered Office
{Pre-appointment}

Registered Office
{Post-appointment}

Trading Address

Company Directors and shareholding

Nature of Business

Date of Appointment

Appcintees

03286113
2 December 1996

Titan Works
Claremount Road
Boothtown
Halifax

West Yorkshire
HX3 6NT

PKF {(UK) LLP
Sovereign House
Queen Street
Manchester

M2 5HR

Titan Works
Claremount Road
Boothtown
Halifax

West Yorkshire
HX3 6NT

Frank Minshutl
170 shares of £1

Steven Rushworth
300 shares of £1

Douglas Tait
300 shares of £1

Robin Attweood
50 shares of £1

Jeremy Rupert Viewing
50 shares of £1

David Waterhouse
40 shares of £1

Jonathan Bilney
40 shares of £1

Robert Francis Scokel
50 shares of £1

Manufacture of hydraulic equipment

9 December 2008

Kerry Franchina Bailey
PKF (UK) LLP
Sovereign House
Queen Street
Manchester

M2 SHR

Jonathan David Newell
PKF (UK) LLP
Sovereign House
Queen Street
Manchester

M2 5HR

28 .lanuarv 2009




Appointers

Court and Court Reference

EU Regulations

The Directors

High Court of Justice
Chancery Division
Liverpool District Registry
3009 of 2008

The European Community Regulation on insclvency
Proceedings applies to Titan Holdings Limited and
the proceedings are the main proceedings.

28 .laniiary 2009
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SCHEDULE OF COMPANY CREDITORS
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Appendix ill

RECEIPTS AND PAYMENTS ACCOUNT TO
22 JANUARY 2009
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Titan Holdings Limited
(In Administration)

Joint Administrators' Abstract Of Receipts And Payments
To 22 January 2009

RECEIPTS Total (E)
Plant & Machinery §,993.00
Stock/WIP 20,000.00
Business Intellectual Property 1.00
Commercial Records and the Customer List . 1.00
Bank Interest Net of Tax ' 1.23
Specific Contracts 1.00
Computer System 1.00
Fixtures & Fittings 1.00
Goodwill 1.00
Information Technology 1.00
30,001.23

PAYMENTS
Legal Fees 6,545.00
VAT Receivable 975.00
7,520.00
Balances in Hand 22.481.23
30,001.23

Page 1 of 1 IPS SQL Ver. 5.03 28 January 2009 11:19
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Appendix IV

ANALYSIS OF JOINT ADMINISTRATORS TIME
COSTS AND CHARGE OUT RATES
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