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Introduction and Background

The history of the Company and details of events leading to the Company entering into
Administration, including the Directors’ reasons for the Company’s failure are stated below. This
stalement has been prepared with information provided by the Directors and any comments
made, opinions expressed, or assertions made are those of the Directors and not of Graywoods.

UBH International Ltd. ("the Company”) was incorporated in March 1999 following a buy-out of
the previous Universal Bulk Handling Ltd., by employees of that business. They beliaved that
the strong reputation and UBH brand, and the know-how within the staff would make a successful
business in the already estabiished market for bulk handling vessels.

The buy-out itself was financed entirely by employees. Additional working capital was provided
initially by a bank and later by the Baxi Partnership Lid ("Baxi™).

Praducts were essentially the same as those of United Bulk Handling, these being mainly ISO
Tanks and other bulk storage and transportation containers which the Company had previously
enjoyed a strong market position in.

Due to the nature of the buy-out, the Company is what is known as "Employee Owned" where a
large proportion of shares are held either by those employees who staked their own money in
funding the buy-out or who have bought shares since, or by an Employee Trust which exists and
holds shares for the benefit of all employees in the business. Baxi held approximately 57% of the
shares due to the magnitude of loans and finance they had provided the Company with, but this
shareholder has since been bought cut leaving the employees and the trust with virtually 100%
of the shares.

The first financial results filed in September 2000 (18 months trading) showed sales of around
£5m and this grew to over £11m in 2006. A licence to manufacture tanks using UBH designs was
agreed with a Chinese company which provided a strong flow of income for UBH until around
2011, This in itself was a very positive indication of the value of Intellectual Property and know-
how held by the Company.

Some of the employees involved in the buy-out and setting up of the Company in 1999 were still
employed in the business, and the resident know-how and expertise in the bulk starage tank
market was evident in the Company.

Specifically, the Engineering Director of the business, and the Quality Assurance Manager have
been involved since prior to 1999, these being key positions in understanding market
requirements for such products, in addition to many more long serving employees at all levels in
the Company.

More recently, the Company enjoyed a period of profitability for 4 years from 2012 through 2015,
due largely to sales made in the oil & gas industry which itseif was undergoing a “boom" during
that time. Howaver, since 20156 and a downturn in the oil & gas sector, the Company has
struggled to operate profitably and losses depleted what cash reserves the Company had.

In order to raise working capital for the business, an agreement was made with the Baxi in
February 2019 for them to purchase the Company's land & buildings. Integral o this deal was an
agreement for the Company to buy back Baxi's shares, hence the change in shareholding
mentioned above. This provided much needed working capital for the business, the re-financing
being done in the expectation of returning to profitable operation in the 2018 and 2020 timeframe.

The Company was running without any significant bank finance or overdraft facility at this time
and therefore had to use careful working capital management to maintain a positive cash balance
in order to survive.

Baxi remain a lender to the business and hold a debenture securing a loan of £452,000.
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It has not been possible for the Company to compete in the standard 1SO Tank market for some
years, the pricing and specifications for this area having become dominated by low cost
providers. The Company sough! to compete with more specialised products, and also re-entered
the "Road Tanker” market and began to penetrate this sector. Orders were now being received
from "blue-chip” players in the storage and transportation tank field such as EXSIF, Praxair,
SEACO, and others, and realistic projections at that time showed a return to profitable operation
within the timeframe stated.

However, the competitive nature even of the "specials” area of the market, and the increasing
cost of manufacture of such products meant that margins were not being generated at a level
that would cover overhead costs. A strategy of targeting orders from known customers for
products that did not require significant specialisation was employed, in addition to some specials
being accepted where favourable pricing could be achieved, and this was the main thrust of the
marketing plan fate in 2018 and throughout 2019. This was in addition to trying to contain
manufacturing costs and improve efficiency on an on-going basis.

Continued losses month by month up to the end of the 2018/19 financial year in September 2019
caused the directors to seriously review the situation. Specifically, solvency tests were used to
determine the current solvency of the business and future cash-flow and P&L projections were
prepared to verify the future viability of the business. It was determined at this time that although
careful cash management was being used to maintain solvency, it was clearly in the best interest
of all stakeholders including trade creditors to continue trading. The directors also began
contacting various parties who might have an interest in acquiring the Company.

By the end of November 2019, the business was close to failing solvency tests and as such, the
directors agreed that it would not be responsible to continue trading unless a clearly positive cash
and profit position could be realistically forecast in the next few months. If this was the case, a
Company Voluntary Arrangement would be sought to allow trading to continue. However, a
further accurate projection was prepared and in light of this, it was agreed that the future viability
and success of the business was extremely unlikely.

In December 2019, the Company was declared by its directors to be insolvent and it was resclved
to seek to put the business into administration. Advice was sought from Graywoods and a Notice
of Intention to Appoint an Administrator was filed on 5 December 2019.

In the days up to the appointment of administrators on 17 December 2019, efforts were made to
maximise the completion of products that could be shipped to customers 1o satisfy their needs
for tanks, and to collect debts owed to the Company in order to provide the best cash position for
creditors,

It should be noted that the directors are extremely disappointed by what has happened at UBH.
None of them has been invalved in any other business insolvency or liguidation and the effect of
this on creditors, customers, shareholders, and employees has saddened them greatly,

As a result, Ryan Holdsworth and Adrian Graham of Graywoods, 4th Floor, Fountain Precinct,
Leopold Streel, Sheffield, S1 2jA were appointed Joint Administrators of the Company by the on
17 December 2019. Ryan Holdsworth and Adrian Graham are licensed to act as insolvency
praciitiorers in the UK by the Insolvency Practiioners Association.

This firm's Privacy Notice about the way that we will use, and store personal data can be found
at www.graywoods .co.uk/privacy-notice. if you are unable to download this, please contact us
and a hard copy will be provided to you.

The joint administrators can act jointly and severally in the Administration.

The EU Regulation on Insolvency Proceedings 2000 applies to the Administration. The

proceadings are main proceedings as defined by Article 3 of the Regulation. The Company is
based in the United Kingdom.
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This report incorporates the Administrator's statement of proposals made under paragraph 49 of
Schedule B1, which will be treated as delivered 1o creditors on 10 February 2020.

Administration Strategy and Objective

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

] Rescuing the Company as a going concern; or

. Achieving a better resuilt for the Company's creditors as a whole than would be likely
if the Company were wound up (without first being in Administration); or

= Realising property in order to make a distribution to one or more secured or preferential
creditors.

The objeclive being achieved here is achieving a better result for the Company’s creditors than
would be likely if the Company were wound up. Shortly prior to the date of administration, certain
creditors were looking 1o take action against the Company which was prevented by the fiting of
the Noatice of Intention to Appoint an Administrator. The protection from the moratorium in place
meant that action could not be taken and ensured that the Company’'s assets could not be
dissipated.

Progress Since Appointment
Attendance at Company Trading Premises

Immediately on the day of appointment, the join administrators and members of staff from
Graywoods attended the Company’s trading premises with their solicitors Lupton Fawcett and
agents Walker Singleton,

The notice of appointment of the administrators was filed in Court at 9:52am. Shortly after this
time the joint administrators held a meeting with the Company's employees where all staff were
made redundant with the exception of several empioyees who were required to provide
information relating to the affairs of the Company,

All employees were provided with information on how to make a claim from the Redundancy
Payments Service for monies owed to them in relation to arrears of wages, holiday pay,
redundancy pay and notice pay.

Site Securit

On the first day of appointment, the joint administrators instructed Mooreroft Property Group to
carry out a site inspection and advise of any security measures required to be put in place.

The locks at the premises were changed and concrete blocks placed at each entrance to the site.
In addition to this 24-hour manned security was maintained over the Christmas period.

Discussions are ongoing with the joint administrators’ insurers to ensure that the security in place
meets their requirements,

Administration (including statutory compliance and reporting)

ollowing our appointment, the strategy for the Administration was carefully assessed to ensure
that a coherent planned process for the case could be achieved. This work will, where
appropriate, have included liaison with solicitors to deai with any legal considerations surrounding
the Company's insolvency (such as assessing the validity of any 3rd party security in relation to
the assets) and liaising with valuation agens about the most appropriate means of realising the
vaiue in the Company's business and assets.
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We have also dealt with a number of statutory formalities which are required of us under related
legislation. Typically, this includes issuing and filing all appointment notices with creditors and
the Registrar of Companies and also advertising our appointment in the London Gazette.

Other statutory duties performed are outlined in further detail in the additional Information in
Relation to the Administrators’ Fees which can be found at Appendix E. Please note that much
of this work will have been performed to comply with statutory requirements and as such may not
necessarily add any value to the insolvent estate,

Trading

The trading of the business during the administration process was considered to ascertain
whether the work in progress could be completed.

The scheduled close down for the Christmas period was from 20 December 2019 until 06 January
2020. A schedule of the work in progress which was ¢lose to completion was obtained from the
directors and highlighted several tankers which were being produced for the same customer,

A discussion was held with the customer by the joint administrators 1o understand whether they
still required the tankers and if they would accept delivery without any future warranties. In
addition to this the tankers in question required a certificale to be issued on completion by Lioyds
Register EMEA ("Lloyds"). These certificates would only be issued after inspections were carried
out by personnel from Lloyds and could only be provided by Lloyds and no other party.

Further discussions were then held with Lloyds to confirm their position and whether they would
be willing to provide the certificates for the tankers once completed. At the date of administration,
the Company's records indicated that Lloyds were owed £106,686 from the Company. A
payment plan was agreed shortly before the date of administration with Lloyds to repay this debt
with a payment scheduled for 16 December 2019, This payment was not made.

The representative from Lloyds confirmed to the joint administrators that further certificates would
only be provided if the sum of £106,686 was made in full. This was a key element required in
order to complete the work in progress and also obtain payment from the customer.

A payment of this amount would effectively wipe out any profit to be made on the work in
progress. In addition to this it appeared that the anticipated work to be completed on each tanker
was in excess to that which was originally anticipated.

The discussion with the customer also indicated that they would not necessarily require the
tankers being manufactured. There was therefore no guarantee of payment and this particular
customer had not placed a deposit for the tanker to be started so therefore had no incentive to
take these on.

Furthermore, there was also stock required to complete the work in progress. It was the joint
administrators understanding that most of the stock had been paid for by the Company.
However, the correspondence from various suppliers confirmed that stock was potentially subject
1o retention of title claims. Payment of this stock needed to complete the work in progress would
have further reduced any profit in completing the tankers.

Realisation of assets

Potential Sale of Business and Assets

Following instructions from the directors, Walker Singieton obtained various Company
information which included Company accounts, Company asset documents and Company
background from the directors. This information was correlated and included in a Sales Pack for
distribution to Interested Parties and sent out prior to the date of administration.
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Walker Singleton marketed the Business as a 'going concern' via both their websile online and
with a mail shot blast. A fly sheet was prepared, the wording which was agreed with the Directors
and the proposed joint administrators.

Walker Singleton Posted adverts on Deal Oppertunities, IP-bid and a mail shot from their internal
extensive database of ¢52,000 active contacts which has been compiled over a period of time.

In addition to this Walker Singleton specifically targeted tank and container manufactures UK
wide, 400 manufacturers of tanks and containers in the UK, 21,000 in the wider, afl-
encompassing categary of manufactures of metal products. 2,000 of these are known European
Engineering businesses, advisors and investors,

By specifically targeting other firms in the same sector and active advisors and investors, this
was deemed the best possible method of sourcing a genuine interested party to purchase the
business.

The business was advertised for sale on the website of Walker Singleton until the date of
administration. This ensured that the business was marketed as widely as possible.

From this mail shot Walker Singleton received 34 expressions of interest formal enquiries and
from this interest sent out Non-Disclosure Agreement ("NDA™) to all parties. These needed to be
signed and returned prior to Walker Singleton releasing any Company information. In one
particular case the wording of the NDA required amending and this was agreed by all parties
involved.

On the day before the date of administration, 14 interested parties returned the NDA's and further
information regarding the Company was disclosed to the parties on between 13 December and
16 December 2019.

With the Christmas period approaching, the deadline for interested parties to submit their offers
was extended to 06 January 2020.

Discussions with Interested Parties

During the first week after appointment, it became clear that several of the interested parties
required additional time to review the information relating to the Company given that many firms
had shut down over the Christmas period.

In light of this the deadline to submit offers was extended further to 10 January 2020 in order 10
allow all interesied parties sufficient time to submit an offer.

The deadline for the offers to be received passed and two offers were received. One offer was
from CIMC for a global figure of £975,000 and the other from Hoyer GmbH for £300,000. A
further party required additional time to assess the work in progress. Another party Suretank
Group requested further time until 24 January 2020 due to other commitments for an offer to be
made.

The offer from CIMC was subject to a sile visit and further information being received. A
conference call was held on 20 January 2020 between the joint administrators, Walker Singleton
and CIMC to discuss the offer in further detail. A follow up email after the conference was sent
to agree the timeframe for any potential deal to be completed.

The site visit then being arranged for 27 January 2020 to aliow CIMC to view and assess the
assets, After the visit further time was required to go through the information and finalise their
offer. A final deadline of 5pm on 30 January 2020 was set. Prior to this deadline, Suretank
Group confirmed that they were no longer interested in making an offer.

No formal offer was received for the business as a going concern from CIMC after the final

deadline. An offer for the intellectual property and know-how was made however and further
information is contained in the next section of this report.
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Intellectual Property Righis ("IPR"} and Know-How

The joint administrators, in conjunction with their solicitors Lupton Fawcett and agents Walker
Singleton, reviewed the intellectual property held by the Company. Full details of this were
included in the sales pack sent out to interested parties.

Certain of the intellectual property rights were subject to Technology Transfer and Technical
Assistance Contracts (“TTTAC"} with CIMC. The agreement was reviewed by Lupton Fawcett to
understand what affect this may have on any potential sale.

Within the TTTAC there was an option for CIMC to exercise their right to purchase the Know-
How/IPR. Once this right had been exercised, the Company is obliged to sell to CIMC. Notice
of this was issued on the Company by CIMC.

As a result of this there was a restriction on the joint administrators from selling or licensing the
Know-How/IPR as this could result in a claim for damages from CIMC.

In addition to the above the joint administrators were also made aware of a dispute with Vallely
Tankers (UK} Ltd ("Valtely”) regarding the ownership of certain IPR. This related to certain IPR
in relation {o waste tankers.

The agreement between the parties has been reviewed by our solicitors. The dispute arises from
the final deferred consideration due from the Company to Vallely. It appears that this payment
was offset against an invoice raised by the Company to Vallely. This matter is still ongoing.

As aresult of the above no sale of the IPR in relation to Vallely will be completed until the dispute
is resolved.

An offer has been received from CIMC for the remaining IPR (including the IPR subject to the
TTTAC) and this has been accepted after our agents Walker Singleton recommended
acceptance. The sale is currently in the process of being completed and is therefore not yet
shown on the attached receipts and payments account.

Plant & Machinery and Office Equipment

The plant & machinery and office equipment were included in the potential sale of the business
and assets which did not materialise.

As no sale was achieved for the business, these assets will now be included in an online auction
to be held at the Company's premises.

Stock

Walker Singleton discussed the value of the stock with the directors of the Company. There were
certain difficulties in obtaining the up to date stock value figure from the Company's computer
systems in place. An estimated cost figure of £800,000 was given by the directors.

Since this date various retention of title claims have been received which are currently under
review. The assistance of the director was also sought to work through the computerised system
in order to verify the cost figure further. This was requested from the interested parties in order
for a formal offer to be received.

As no sale was achieved for the business, these assets will now be included in an online auction
to be held at the Company's premises.

Work in Progress (“WIP")/ Finished Goods

The Company's WIP was potentially open to any offer for the business and assets of the
Company.
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There were certain customers who had paid a deposit for tankers to be manufactured. Each
tanker was in a different stage of production and discussions were held with the directors to
ascertain the current position.

In some cases the customers have attended the Company’s premises to view what stage of
production the tanker was in.

Discussions have been held with the various customers regarding the discussions with the
interested party as to whether a sale would be completed. As no sale is likely, the various
customers will be contacted to ascertain whether they are still interested in taking the tankers for
completion elsewhere.

Cash in Client Account

The total sum of £248,200 was held in the Graywoods client account prior to the date of
administration. This amount has been realised in full.

Cash at Bank — RBS

The Company's records indicate that the sum of £6,664.42 is held in a bank account with Royal
Bank of Scotland plc ("RBS”). These funds have been requested from RBS.

Book Debis

The Company's records indicated that the total book debts outstanding were £216,577.09.
included in this total is the sum of £124,357.20 which relates to a tanker which was completed
and held at the Company’s premises,

Ouwr agents have entered into discussions with the customer in question and have heen
negotiating a settlement of this debt. Given that there are no warranties being provided, it is
unlikely that the full amount will be recovered. The discussions are currently ongoing.

A review of the Company’s bank statements has also been undertaken and a payment of
£59,114.61 was paid into the bank account after the date of appointment from one of the debtors.

A request has been made to the Company’s previous bankers to forward on the funds to the
administration estate.

To date the total of £2,335.20 has been realised in full from one of the debtors.

Peity Cash

The total of £323.47 was held by the Company in petty cash. This amount has been realised in
full,

investment — UBH (EBT) Ltd

The Company is the sole shareholder of UBH (EBT) Lid. There are litlle assets held by UBH
(EBT) Ltd and there is therefore unlikely to be any asset realisations from this source.

The work undertaken by the joint administrators and their staff to date in realising the Company’s
assets has been necessary in order to maximise the likelihood of a return to creditors being made.
Where assets remain to be realised, these will be dealt with as the Administration progresses
and further updates will be provided 1o creditors in our progress reports.

Further information on the estimated outcome of the Administration can be found in section 8
below.
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Creditors

Since the date of appointment, over 20 retention of title claims have been received from the
creditors of the Company. in conjunction with our agents, Walker Singleton, certain creditors
have been atlowed access lo attend the premises in order to identify their stock.

Furthermore, the documentation received from the creditors has been reviewed in conjunctien
with our solicitors in order to comment on its validity. These reviews are currently ongoing with
the time utilised to deal with these being significant.

The information of the Company's creditors as at the date of administration has been collated to
ensure that they are made aware of the administration appointment. The Company's records
indicated that there were over 250 creditors with outstanding balances.

There are 86 employees of the Company and a significant amount of time has been spent
discussing the position with them and also with their trade union.

i is anticipated that there will be a dividend distribution to preferential creditors. As a result, time
will be incurred agreeing the claims of creditors.

Investigations

As joint administrators, we are required to conduct investigations into the conduct of the
director(s) of the Company and transactions entered into prior to the Company’s insclvency, as
required by the Company Directors Disqualification Act 1986 and Statement of Insolvency
Practice 2 (Investigations by Office Holders in Administrations and Insalvent Liquidations). This
includes the following:

» Iinitial assessment required by Statement of Insolvency Practice 2 and the Company
Directors Disqualification Act 1986 (CDDA) including the review of the Company's
books and records and the identification of potential further asset realisations which
may be pursued in the administration

Submitting a statutory report to the Insolvency Service under the CDDA
Correspondence with director and banks

Analysing the Company's bank statements

Making enquiries with the Company's creditors

Following up creditor queries

- % % & W

Case Specific Matters
This includes the following:

*  Dealing with all post-appointment corporation tax and VAT compliance

Inspecting the Company records and relevant databases to determine whether the
Company has a pension scheme

Pension regulatory reporting and auto-enrolment canceliation

Aftendance at meetings

Travel t0 meetings

Discussions with agents regarding security at the Company's premises

L 3

Joint Administrators' Receipts and Payments

A summary of receipts and payments for the Administration pericd from the date of our
appointment to 06 February 2020 is attached at Appendix B.

Financiai Position

A Statement of the Company's Affairs has not yet been received although the signed version is
due imminently. Certain figures for the book values have required further clarification. The
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directors have sought the assistance of the joint administrators to assist in the preparation and a
final version is close to being agreed. Attached at Appendix C is a summary of the Estimated
Financial Position of the Company as at 17 December 2019, together with a list of creditors
names and addresses along with details of their debts (including details of any security held by
them). Creditors should note that the estimated financial position is before the costs of the
Administration procedure are considered.

We have the following observations to make in relation to Estimated Financial Position of the
Company.

e The estimated amount due to HSBC Bank plc is a contingent liability in respect of
European Spallation Source ("ESS") warranties. This is in relation to 19 tankers with the
warranties expiring after 24 months. The final warranty is due to expire on 23 July 2020.
The total value of the warranties is backed by Baxi. To date there have been no claims
under the warranty.

»  Adeed of priority exists between HSBC Bank plc and Baxi which states that HSBC Bank
pic have the senior ranking charge.

+ Preferential Creditors - The claims of the Department for Business, Innovation and
Skilts represent employees’ estimated claims under The Employment Rights Act 1996 in
respect of arrears of pay to a maximum of £800 per employee and holiday pay which are
claimed preferentially, and pay in lieu of notice, redundancy pay and arrears of pay in
excess of £800 which are unsecured.

» Estimated Prescribed Part of Net Property - Section 176A (1) (b) requires the
administrators to set aside the prescribed part of the Company's net properly for the
satisfaction of unsecured debts. "Net property” means the amount which would, if it were
not for this provision, be available to floating charge holders (i.e. after accounting for
preferential debts and the costs of realisation) and if the floating charge was created on
or after 15 September 2003. The prescribed part is 50% of the first £10,000 and 20% of
the remaining net property (up to a maximum of £600,000).

The administrator will not be required to set aside the prescribed part if:

a. The net property is less than £10,000 and he thinks that the cost of distributing
the prescribed part would be disproportionate to the benefit;

b. Or if the net property is more than £10,000, if the provision is dis-applied by the
court on the application of the administrator on cost-benefit grounds.

If there was no floating charge or it was created before 15 September 2003 there is no
net property and, consequently, no prescribad part of net property. In this case the
floating charge was created before 15 September 2003 and as a result the prescribed
part does not apply.

Proposals

itis proposed that the Administrators will continue to manage the affairs of the Company in order
to achieve the objective of the Administration. In the circumstances it is proposed that:

5.1.1 If the Administrators think that the Company has no property which might permit a
distribution to its creditors, they will file 2 notice with the Court and the Registrar of
Companies for the dissolution of the Company.

5.1.2 See Section 6 below on Exit Routes for further information on the exit routes avaitable
from Administration.

Joint Administrators Report and Statement of Proposals



UBH INTERNATIONAL LIMITED - IN ADMINISTRATION

513

515

8.1.7

5.1.10

5.1.11

The Administrators shall de all such other things and generally exercise all of their powers
as contained in Schedule 1 of the Insolvency Act 1986, as they consider desirable or
expedient to achieve the statutory purpose of the Administration.

If the Administrators consider it necessary to extend the period of the Administration,
they will seek the consent of creditors or the approval of the Court to the extension.
Creditors may consent to an extension for a period of up to one year and the Court can
order that the Administrators’ term of office be extended for a specified period determined
by it,

The creditors consider establishing a Creditors’ Committee and that if any such
Committee is formed they be authorised to sanction the basis of the Administrators’
remuneration and disbursements and any proposed act on the part of the Administrators
without the need to report back te creditors generally, to include any decision regarding
the most appropriate exit route from the Administration.

The basis of the Administrators' remuneration may be fixed as one or more of the
following bases and different bases may be fixed in respect of different things done by
theam:

*  As 3 percentage of the value of the assets with which the Administrators have to
deal with, or

. By reference to the time properly spent by the Administrators and their staff in
attending to matters arising in the Administration, or

= As a set amount

In accordance with Statement of Insolvency Practice 9, issued by the Association of
Business Recovery Professionals, the Administrators be authorised to draw Category 2
disbursements as and when funds are available, in accordance with their firm's published
tariff. Details of Category 2 disbursements charged by the firm can be found at Appendix
E.

Where no Creditors’ Committee is appointed the remuneration and disbursements of the
Administrators shall be fixed by a decision of creditors or where the Administrators think
that the Company has insufficient property to enable a distribution to be made to the
unsecured creditors (other than via the Prescribed Part), approval will be sought from the
secured and (if necessary) the preferential creditors in accordance with insolvency
legislation. The Administrators will also seek approval for any unpaid pre-administration
costs detailed in this report and their discharge from liability in the same manner.

In this case, the Administrators are seeking to approve the basis of their remuneration
as follows:;

= By reference to the time properly spent by the Administrators and their staff in
atlending to matters arising in the Administration, or

Further details about the proposed fee basis can be found in Section 8 below and
Appendix E.

The Administrators will be discharged from liability under Paragraph 98 of Schedule B1{
to the Insolvency Act 1986 immediately upon their appointment as Administrators
ceasing to have effect.

Exit Routes

All Administrations automatically come to an end after the period of one year, unless the
Company's creditors agree to extend this period, or the Court orders the Administrator's term of
office be extended for a specified period of time.
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6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.9

7.1

At the time of drafting these Proposals we believe that an extension to the period of
Administration we will be necessary, however will confirm the position to credilors in a
subsequent progress report in due course.

Based on information currently available, the information on the exit route(s) we believe may be
appropriate in this Adminis{ration is/are set out below.

Creditors Voluntary Liquidation

if the Administrators think a dividend will be paid to the unsecured creditors other than by virtue
of the Prescribed Part then the Administrators will either make an application to Court to enable
them to make a distribution to unsecured creditors in the Administration or they will file a notice
with the Registrar of Companies in order that the Administration will cease and the Company will
move automatically into Credilors’ Voluntary Liquidation (CVL) to facilitate this distribution. It is
proposed that the Administrators in office at the date of conversion to CVL will become the Joint
Liquidators of the CVL.

It is proposed that the Joint Liquidators will be authorised to act jointly and severally in the
subsequent liguidation,

Creditors have the right to nominate an alternative Liquidator of their choice. To do this, creditors
must make their nomination in writing to the Administrators prior to these proposals being
approved. Where this occurs, the Administrators will advise creditors and provide the opportunity
to vote. In the absence of a nomination, the Administrators will automatically become the Joint
Liguidators of the subsequent CVL.

Dissolution of the Company

Based on present information, the Administrators think that the Company has insufficient property
to permit a distribution to the unsecured creditors and that there may only be a distribution
available to the secured and/or preferential creditors of the Company. As a result, once these
distributions have been made, a notice will be filed at Court and with the Registrar of Companies
with the Administrator’s final report, for the dissolution of the Company.

The Administrators' appointment will end following the registration of the notice by the Registrar
of Companies.

Compulsory Liquidation

If a move to Creditors’ Voluntary Liquidation is not possible because a dividend to the unsecured
creditors (other than by virtue of the Prescribed Part) is not anticipated, but the Administrators
conclude that an exit into liquidation is appropriate so that further investigations into the
Company's affairs may be carried out for example, an application to Court may be made to exit
into Compulsory Liguidation instead. If this exit route is appropriate, at this stage it is anticipated
(but is not mandatory) that the Administrators will become the Joint Liquidators in the subsequent
liquidation.

Pre-administration Costs

Pre-administration costs are defined as:

(i) Fees charged, and

{ii) Expenses incurred

by the Administrators, or ancther person qualified to act as an insolvency practitioner before the
company entered Administration (but with a view to its doing se), and "unpaid pre-administration

costs” are pre-administration costs which had not been paid when the company entered
Administration.
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7.2

7.3

7.4

7.5

7.6

7.7

Below is information on the pre-administration costs incurred in this case, together with details of
any amounts which remain unpaid, where applicable, The directors signed an engagement letter
dated 03 December 2019 which instructed Graywoods tc provide advice on whether the
appointment of an administrator was expedient in the circumstances. Furthermore, services were
provided to assist in placing the Company inte administration and also looking at the potential
sale of the Company’s business and assets,

The following work was undertaken was undertaken:
Debtors/WiP

Obtaining and reviewing the list of WIP from the Company's records.
Discussions regarding the payment of debtors and the previous history of the debtor's
payments.

+ Discussions regarding the anticipated payments and building these into the short-term
cash flow forecasts.

Marketing of the Business

* Speak to agents regarding the marketing of the business and information o be provided.
s Discuss potential interested parties in the business and also how the sale would be
marketed with the directors,

General

* Advice to directors regarding their general duties as directors.

* Various conference calls with the directors regarding creditor pressure received.

o Discussions regarding the filing of the Notice of Intention to Appoint an Administrator and
the moratoriurmn protection in place.

The engagement letter confirmed that the remuneration for Graywoods would be paid on a time
costs basis. The total pre appointment time spent on this case amounts to £41,293. However,
these costs have been capped at £30,000 plus VAT,

The engagement also included detalls of the professional advisors who may be required to assist
in any administration appointment and the potential sale of the business and assets.

The work was required pre-appointment to maximise debtor realisations in that period and
achieve a better realisation for creditors. During the pre-appointment period there were debtor
realisations in excess of £330,000 which justifies the work provided.

Pre-appointment fees charged and expenses incurred by the Administrators are as follows:

S

regarding
marketing of the
company

Discussions ;
Graywoods regarding the £30,000.00 £Nil N/A £30,000.00

appointment of the
administrator

Review of financial
information prior 1o
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8.3

8.4

85

8.6

8.7

the date of
administration

Valuation of plant

Walker & machinery and £1 3,785.|ﬁ(; £13,785.00
! marketing of P £Nil N/A | with £1,611.40
Singleton business £1.611.40 disbursements
disbursements

Advice and

docurnent

preparation for
Lupton appointment of £10,935.00 £10,935.00
Fawcetl administrators plus £50 £Nil N/A plus £50

disbursements disbursements
Review of NDA in
relation to potential
| sale of business

The payment of unpaid pre-administration cosis set out above as an expense of the
Administration is subject to the approval of creditors, separately to the approval of the
Administrators' proposals. As the Administrators think that the Company has insufficient property
to enable a distribution to be made to the unsecured creditors {other than via the Prescribed
Part), approval will be sought from the secured and {if necessary) the preferential creditors in
accordance with insolvency legislation.

Joint Administrators' Remuneration

As Joint Administrators, we are required to provide creditors with details of the work we propose
to undertake in the Administration and the expenses we consider will be, or is likely to be, incurred
in dealing with the Company’s affairs, prior to determining the basis upon which cur remuneration
will be fixed,

in addition to this, where Administrators seek agreement to the basis of their remuneration by
reference to time properly spent by thermn and their staff in attending to matters arising in the
Administration, a fees estimate outlining the time and estimated cost of the work to be done must
also be provided.

in this case, we are seeking to agree that our remuneration be based on the time properly spent
by us and our staff in dealing with the affairs of the Company. Our fees estimate and details of
the work we propose to underiake in the Administration can be found at Appendix E and further
information on the work done since our appointment to the date of this report can be found in
section 2.

Flease note that where appropriate, the fees estimate may be to a particular stage of the case
only and if we consider the estimate will be exceeded during the Administration, we are obliged
to seek further approval for any increase in our remuneration. The fees estimate provides details
of these matters where relevant and appropriate approval to the basis of our remuneration will
be sought as outlined in section 5 of this report.

For information, attached at Appendix D ig a time matrix outlining the time spent by us and our
staff since the date of our appointment as Administrator. The current time costs are £84,302.50,
We currently estimate that the future time costs from 07 February 2020 to closure will totai
£112,865.00. A breakdown of these is attached at Appendix D.

In circumstances where our initial investigations reveal matters for further detailed investigation
or previously unknown assets lo be realised, we reserve the right to refer back to creditors to
establish how we are to be remunerated for such additional work, which may be proposed on a
time cost basis. If such work proves necessary, we will revert to creditors with our fees estimate
for approval.

We will provide updates on the expenses we consider will be, or are likely to be, incurred during
this case with our progress reports in due course.
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9.1

9.2

9.3

10

10.1

10.2

Administrators may include details of the remuneration they anticipate will be charged and the
expenses they anticipate will be incurred if they become the Joint Liquidators in the subsequent
CVL. This can be done when seeking approval to the basis of their remuneration as
Administrators, or alternatively their fees estimate for the CVL can be provided once the
Company has maoved into CVL. Please refer to Appendix E to this report for further infoermation.

A copy of “A Creditors’ Guide to Administrators’ Fees" is available on request or can be
downloaded from www.graywecods.co.uk/creditor-portal/. If you would prefer this to be sent to you
in hard copy please contact Stephanie Blanchard of this office on 0114 285 9500,

Estimated Qutcome

An estimate of the outcome of the Administration as at 06 February 2020 is attached as Appendix
F. This indicates the following:

» There will be an estimated distribution to Baxi under their security in the sum of
£319,010.25

Based on the Estimated Financial Position of the Company the estimated value of the preferential
creditors is £91,348.13 and the unsecured creditors is £3,161,137.42.

The Company granted a floating charge to Baxi Partnership Limited on 13 September 2002 and
HSBC Bank plc on 18 September 2002. Accordingly, there is no requirement for the
Administrators to create a fund out of the Company's net floating charge property for the benefit
of unsecured creditors (known as the Prescribed Part), which only applies to charges created
after 15 September 2003,

Proposals approval and next report

As we think the Company has insufficient property to enable it to make a distribution to its
unsecured creditors (other than a potential distribution of the prescribed part fund of any net
floating charge property), we are not required to seek a decision from the unsecured creditors on
the approval of our Proposals.

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

For and on behalf of
UBH International Limited

74

Ryan Holdsworth
Joint Administrator

Enc
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Appendix A

Statutory Information

1 Company information
Company hame UBH International Limited
Trading name(s) UBH International Limited
Registered number | 03742928
Registered office address 4th Floor Fountain Precinct
Leopold Street
Sheffield
812JA
Former registered office Orrell Lane o
address Burscough
Ormskirk
L40 OSL
Trading address{s) Orrell Lane
Burscough
Ormskirk
L40 0SL
Court details High Court of Justice Business and Property Court in
L Leeds
Court reference number 001311 of2019

2 Details of the Company’s Directors, Secretary and Shareholdings

Director(s)

Karl Bragg 01/08/2009 N/A 3,470
Derek Thomas Doyle 26/01/2018 N/A 6,070
Allan John Goodbrand 27/04/2017 _ N/A 0
Christopher Roy Horrocks 09/12/2016 NIA 400
John [sherwood | 25/7/2003 N/A 6,150
Alex McGonagle 01/11/2000 NIA . B496
Stewart Anthony Wiltshire 09/03/2018 N/A 0
Patrick Thomas Harding 01/09/2000 30/11/2018 | 7,608
Steve Hargreaves 10/07/2015 23/11/2017 800
Michael Himbury 20/07/2009 __09/03/2018 6,958
Dr Stephen Price 29/01/2016 23/03/2017 0
Secretary el

Malcolm John Lynch 19/04/1999 27/01/2020 5100
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Joint Administrators' Details

a of dnilrators '

Ryan Holdsworth

Adrian raham

4th Floor, Fountain Precinct
Leopold Street

4th Floor, Fountain Precinct
Leopoid Street

Address Sheffield Sheffield
S1 2JA 81 2JA
| Telephone Number 0114 285 9500 0114 2859500
Fax Number 0114 285 951 0114 285 9501
Administrator’s IP Number 23410 8980

Authorising Body

Insolvency Practitioners
Association

Insolvency Practitioners
Association

Date of Appointment

17 December 2019

17 December 2019
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Appendix B

Receipts and Payments Account for the Period from 17 December 2019 to 06 February 2020
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Est Fin Position £

Uncertain

Uncertain
{475,983.00)

248,200.00
215,000.00
Uncertain
Uncertain
Uncertain
139,641.65
NIL

323.47
6.664.42

(91,348.13)

(1,176,000.42)
(970,586.63)
(222,056.48)
(792,493.89)

(483,839.00)

(3,602,478.01)

UBH International Limited
(In Administration)

Joint Administrators' Summary of Receipts & Payments

To 06/02/2020

SECURED ASSETS
intellectual Property

SECURED CREDITORS
HSBC Bank pic
Baxi Partnership Limited

ASSET REALISATIONS
Cash in Client Account

Plant & Machinery and Office Equipme

Profit in Stock & WIP

Stock

WIiPR/Finished Goods
Debtors

Investment - UBH (EBT) Ltd
Petty Cash

Cash at Bank - RBS

COST OF REALISATIONS
Agents Fees

PREFERENTIAL CREDITORS
Employees (estimated)

UNSECURED CREDITORS
Trade 8 Expense Creditors
Employees (estimated)

HM Revenue & Customs
Consumer Creditors

DISTRIBUTIONS
Ordinary Shareholders

REPRESENTED BY
Vat Receivable
Bank 1 Current

£ £
NIL
NIL
NIL
NIL
- NIL
248,200.00
NiL
NIL
NIL
NIL
2.335.20
NIL
323.47
NIL
250 858 .67
350.00
: (350.00)
NIL
e NiL
NIL
NIL
NIL
NIL
NIL
NIL
- NIL
250,508.67
70.00
250,438 67

250,508.67
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Appendix C

Summary of the Estimated Financial Position of the Company as at 17 December 2019
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Estimated Financial Position of the Company as at 17 December 2019

Estimated
Book Value To Realise
£ £
Assets Specifically Pledged

Intellectual Property 118,750.41 Uncertain
HSBC Bank plc Uncertain Uncertain
Baxi Partnership Ltd (475,883.00) (475,083.00)
Estimated Surplus/(Deficit)Funds {475,983.00)

Assets Not Specifically Pladged
Cash in Client Account 248,200.00 248,200.00
Cash at Bank - RBS Account 6.629.42 6,629.42
Plant & Machinery & Office Equipment 375,0898.03 215,000.00
Stock 769,560.00 Uncertain
WP / Finished Goods 937,009.00 Uneertain
Profit in Stock & WiP 333,319.00 Uncertain
Debtors 215,577.09 139,641.85
Investments - UBH (EBT) Ltd 2.00 0.00
Petty Cash 323.47 323.47
2.886,609.01 609,794.54
Estimated Funds Available for Preferential Creditors 609,794.54
Estimated Preferential Creditors Claims (91,348.13)
Estimated Funds Available to Floating Charge Holder 518,446.41
Esimated Debt Due to Floating Chargeholder Brought Down {475,983.00)
Estimated Surplus/(Deficit) to Floating Chargehaolder 42,463, 41

Estimated Unsecured non-preferential claims
Estimated deficiency/surplug as regards non-preferential creditors
Issued and called up capital

Total Surplus/(Deficiency)

(3,161,137.42)
(3,118,674.01)

(483,839.00)

(3,602,513.01)
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Appendix D

Time Analysis for the Period from 17 December 2019 to 06 February 2020

Joint Administrators Report and Statement of Proposals
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UBH INTERNATIONAL LIMITED - IN ADMINISTRATION

Appendix E

Additional Information in Relation to Joint Administrators® Fees

1

1.1

1.2

1.3

1.4

2.1

32

Fee Basis

The Administrators are seeking to agree the basis of their remuneraticn in this case the time
properly spent by the Administrators and their staff in attending to matters arising in the
Administration. Attached to this appendix are details of the work the Administrator proposes to
undertake and the expenses the Administrators consider will be, or are likely to be, incurred.
information about the work done to date can be found in the body of the Administrators Report
and Statement of Proposals at Section 2.

Where a time cost basis is being sought, the Administrators' fees estimate will be included in this
information, which also provides details of the rates the Administrators and their staff propose to
charge for each part of that work and the time they anticipate each part of that work will take.

The fees estimate is based on information about the Company's affairs available to the
Administrators at the present time. Should any matters arise which impact on this estimate, such
as additional investigatory matters or potential realisable assets, further time or cost will be
incurred and it may be necessary to revise the Administrators' estimate of fees.

I this case, we do not anticipate that it will be necessary to seek further appraval to increase the
level of the fees estimate if the time incurred is in excess of the fees estimate enclosed with this
report,

Expenses
Beiow is a table which outlines the expenses that we ceonsider at this stage will be, or are likely

to be, incurred in dealing with the Company’'s affairs. We will provide an update to creditors in
our future progress reports.

Agent's costs in dealing - 0

with property/chattel Walker Singleton :e'g;gggsi % of 21,077.50
asset sales .
Solicitor's costs in

g?:éggy‘?’gzt:]: d:fnl Lupton Fawcett Time costs 11,5613.50
transactions R
Statutory advertising EPE Reynell Cost = £76.00 per advert 76.00
Administrator's bond Marsh Cost = £730.00 730.00
Agent's costs in dealing

with Company pension 8:;:,:28;:;” Cost = £2,915.00 £2,815.00
scheme b

Document storage Self Storage Estimated Cost = £3,325 N/A

Staff Allocation and the Use of Sub-Contractors

The general approach to resourcing our assignmenls is to allocate staff with the skills and
experience to meet the specific requirements of the case.

The constitution of the case leam will usually consist of a Partner, a Manager, and an
Administrater or Assistant. The exact constitution of the case team will depend on the anticipated
size and complexity of the assignment and the experience requirements of the assignment.
Where the basis of the Administrators' remuneration is being proposed on a time cost basis,
details of our current charge-out rates can be found below,

Joint Administrators Report and Statement of Proposals
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4.2

4.3

4.4

5.1

On this case we are proposing to use the services of the following sub-contractors:

ILEPTSEIE
[ SR O

Number
Crunchers Hourly rate

Accounting
software use Sheffield Ltd

Joint Administrators' Disbursements

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

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

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

i ) : £
Photocopying and postage 900.00
Business mileage @ 45p per mile incurred 450.00

Separate approval will be sought for the autharisation of this firm's Category 2 disbursements
from creditors.

Charge-out Rates

Graywoods’ current charge-out rates effective from 01 July 2019 are detailed below. Please
note this firm records its time in minimum units of 6 minutes.

Partner
Insclvency Practitioner 345
Senior Manager 310
| Manager 280
Assistant Manager 250
| Senior Administrator 200
Administrator 175
Trainee Administrator 115
Support 115

Joint Administrators Report and Statement of Proposals



UBH International Limited (the Company)

Fees Information in accordance with The Insolvency (England and
Wales) Rules 2016 and Statement of Insolvency Practice 9

Fees Overview

Prior to an insclvency practitioner agreeing the basis of his remuneration as administrator, details of the
work preposed to be done and the expenses it is considered will be, or are likely to be, incurred in dealing
with a company’s affairs must be provided to creditors.

In addition, where the administrator proposes to take all or any part of this remuneration based on the
time he and his staff will spend dealing with the affairs of the insolvent company, a fees estimate must
also be provided. This will outline the anticipated cost of that work, how long it is anticipated the work
will take and whether any further approvals may be needed from creditors in due course.

It should be noted that a fees estimate may be provided to a particular milestone or for a designated
period in a case, where il is not possible to accurately estimate the work that will need to be done at the
outset.

Creditors should be aware that the fees estimate is based on all of the information available now and
may be subject to change due to unforeseen circumstances that may arise during the liquidation. Ifitis
considered that the fees estimate will be exceeded, the liquidator will provide an update and seek
approval to increase the previously agreed fees estimate.

Work anticipated and the likely return to creditors

Some of the work undertaken by an insolvency practitioner is required by statute and may not
necessarily provide a financial benefit to creditors. Examples of this work include investigations required
by Statement of Insolvency Practice 2 and the Company Directors Disquaiification Act 1986 or dealing
with the claims of former employees via the National Insurance Fund.

Where the work to be done is anticipated to produce a financial benefit to creditors, this will be stated
and it may be necessary for the administrator to instruct third parties to assist in this process because
of a particular expertise that the third party may bring such as valuation, tax or legal advice.

Where it is practicai to do so, a administrator will provide an indication of the likely return to creditors
when seeking approval for the basis of his remuneration. Again due to the complex nature of the work
undertaken by insolvency practitioners and the uncertainties that may exist in relation to the realisation
of a company's assets at the outset of a case, this may not be possible. A adminisirator is however,
required by statute 1o provide periodic reports to creditors on the progress of a case which will include
an update as 10 the likely return creditors may expect.

Proposed Fee Basis/Bases

In this case, it is being proposed thal the basis of our remuneration as administraters will be based on
the time spent by me and our staff in dealing with the Company's affairs. Attached to this document is
our fees estimate, logether with an explanation of the work we propose undertaking. The current time
costs total £84,302.50 with future anticipated time costs in the total of £112,865.00. The total fee
estimate therefore amounts {o £197,167.50,

Each part of the work to be undertaken will necessarily require different levels of expertise and therefore
related cost. In order to aid understanding, for the purposes of our fees estimate, we have indicated an
average blended rate of the grades of staff such as myself, the case manager, the case administrator
and cashier when estimating the total hours to be spent on each part of the work.



This fees estimate is produced on the basis of all the work we currently propese will be necessary in the
administration. If we consider the fees estimate will be exceeded we will notify creditors accordingly,
provide a revised estimate and seek further approval for our increased fees.

Each part of the work ta be undertaken will necessarily require different lavels of expertise and therefore
related cost. In order to aid understanding, for the purposes of our fees estimate, we have indicated the
rates and grades of staff such as myself, the case manager, the case administrator and cashier when
estimating the total hours to be spent on each part of the work.

This fees estimate is produced on the basis of all the work we currentty propose will be necessary in the
administration. i we consider the fees estimate will be exceeded, we will notify creditors accordingly
and provide a revised estimate and seek further approval for our increased feas.

Outline of work to be done by the administrator

Below are details of the work we propose undertaking in support of the above fee proposal for the
administration:

Administration (including statutory compliance & reporting)

Administrators are required to carry out certain tasks in nearly every insolvency assignment, namely
administrative duties and dealing with the Company’s creditors. Whilst these tasks are required by
statute or regulatory guidance, or are necessary for the orderly conduct of the proceedings, they do not
necessarily produce any direct financial benefit for creditors, but nonetheless still have to be carried out.

This work includes:

= Notifying creditors of the administrator's appointment and other associated formalities including
statutory advertising and filing relevant statutory notices at Companies House

Preparing and issuing 6 monthly progress reports to members and creditors

Lodging progress reports with the Registrar of Companies for the administration

Complying with statutory duties in respect of the administrator's specific penalty bond

Creation and update of case files on the firm's insolvency software

Redirection of the Company's mail to the administrator’s office

Securing the Company's books and records

Periodic case progression reviews (typically at the end of Month 1, Month 3 and every 6 months
thereafter)

Opening, maintaining and managing the administration estate cashbook and bank account
Completion and filing of the notice of the Company's insolvency to HMRC

Maintaining physical case files and electronic case details on our case management system
Dealing with all routine correspondence

Case planning and administration

Realisation of assets

Property/Segurity

»  Aftend sita with agents to review the security arrangements in place and discuss potential issues
regarding health and safety at the property.
Discussing the insurance requirements needed for the property.
Liaising with agents to ensure that the property is in line with insurance requirements including
draining down the water system.

Book Debts

Obtaining and reviewing the list of debtors or aged debtor analysis from the Company’s records.
Locate any copy inveices from the Company’s records to produce to debtors upon their request.
Reconcile the debtor ledger with the assistance of the Company’s accountants or agents.
Disecuss any queries regarding the debts ouistanding with the director of the Company.
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+ Review the Campany’'s bank statements 1o ascertain if any payments have been made by the
debtor prior to the date of appointment.

Write to all debtors requesting payment.

Liaise and discuss payment of any amounts outstanding with agents.

Periodically review the debtor collection process.

Discuss with legal advisors any merits in taking further legal action to recover the debts if
applicable.

Plani_& Machinery/Furniture & Equipment

Discuss the disposal strategy of the assets with agents to maximise realisations.

Estabtish the location of the assets and safeguard for the benefit of creditors.

Arrange for insurance cover where necessary.

Establish whether any assets are subject to third party ownership and liaise with the third party
with regards to collection or sale of the asset.

« Negetiate with any interested party in conjunction with agents for the sale of the assets.

« Review any stock list provided by the Company

» Establish whether there are any creditors who may claim retention of title over any goods and
ligise with them accordingly.

+ Discuss the disposal strategy of the assets with agents to maximise realisations.

» Liaise with the landlord and agents regarding the uplift of the stock and storage of stock.

WiP/Finished Goods

+ Review WIP schedules and assess value.
« liaise wilh directors and agents regarding the costs figures contained in the WIP schedule.
+ Speak to agents regarding the potential sale of any tanks in WIP schedule.

sh at Bank
» Write to the Company's bankers to request payment of the funds heid.

« Review the bank statements to establish if any post appointment receipts or payments have
been made.

Goodwili/intellectual Property

Establish if there is a value to the Company's goodwilt.

Enquiries into whether the Company owns any intellectual property.

Negotiate with interested parties.

Discuss licenses with legal advisors and agents to establish what ownership the Company has
over the asset.

Work done by the administrator, his staff and any third parties engaged to assist the administrator in
realising the Company's assets will, it is anticipated, provide a financial benefil to creditors. This may
involve realising assets to facilitate a distribution to secured creditors of the Company only {from which
a Prescribed Part fund may be derived for the benefit of unsecured creditors) or may, depending on
realisations and the extent of any 3rd party security, result in a distribution to the preferential and/or
unsecured creditors of the Company. Further information on the likely outcome of the administration
process will be provided in the administrator's subsequent progress reports.



Creditors (claims and distributions)

As administrators, we wilt deal with all secured, preferential and unsecured creditor correspondence and
claims as received, including any claims of creditors under retention of title. Specifically, the foliowing:

= Dealing with employees to provide support and assistance in lodging any claims they may be
entitled to make for unpaid wages, holiday pay and other statutory entitlements from the National
Insurance Fund and the Company. Liaising with (or appointing) union representatives and payroll
providers and reviewing employment contracts as necessary

Dealing with creditor queries

Review creditor claims received and maintain creditor information on the case management system
Obtaining creditors views by decision procedure

Convening meetings of creditors (if requested by the appropriate proportion or number of creditors)
Liaison with secured creditors, obtaining charge documents and validating the security
Establishing and helding periodic meetings of the administration commitlee and associated fifing
formalities (if a commitlee is appointed)

Based on the Company's estimated statement of affairs, we currently think that after taking into
consideration the costs of realising the assets and dealing with the statutory formalities of the
administration process and the related costs and expenses, a distribution may become available to the
secured and preferential creditors. We will deal with the review and adjudication of ereditars’ claims as
appropriate, if and when it is determined that a dividend is to be declared to that class of creditor,

It should be noted that the above is based on the estimated statement of affairs and the projected
realisable value of the Company's assels which al this stage is unconfirmed, together with the
anticipated costs of the administration. We will undertake appropriate investigations into and obtain
valuations of, the Company’'s assets and will confirm the likely return to creditors in our first progress
report.

investigations

As administrator, we are required to conduct investigations into the conduct of the director{s) of the
Company and transactions entered into prior to the Company’s insolvency, as required by the Company
Directors Disqualification Act 1986 and Statement of Insolvency Practice 2 (Investigations by Office
Holders in Administrations and Insalvent Administrations). This includes the following:

+ Initial assessment required by Statement of Insolvency Practice 2 and the Company Directors
Disqualification Act 1986 (CDDA) including the review of the Company's books and records and
the identification of potential further asset realisations which may be pursued in the administration
Submitting a statutery report to the Insolvency Service under the CDDA

Correspondence with director and banks

Analysing the company’s bank statements

Making enquiries with the Company’s creditors

Following up creditor queries

This work may not necessarily lead to any financial benefit to creditors yet is work we are required to
undertake by sfatute. Qur initial investigations may reveal that further recoveries could be available for
the insolvent estate and if this proves to be the case and we consider that further work will be required
to pursue these assets, we will refer back to creditors about the likely costs invoived in pursuing such
recoveries.

Other/Case Specific Matters
This includes the following:

»  Dealing with all post-appointment corporation tax and VAT compliance

» Inspecting the Company records and relevant databases to determine whether the Company has
a pension scheme

= Pension regulatory reporting and autc-enroiment cancellation

»  Aftendance at meetings



»  Travel to meetings

These tasks do not necessarily produce any direct financial benefit for creditors, but nonetheless still
have to be undertaken.

Administrator’'s Expenses

As also noted, we are reguired to provide creditors with details of the expenses we consider will be, or
are likely to be, incurred in the administration. These may include expenses such as agent's cosis for
assisting in the disposal and realisation of the company's physical assets or other routine expenses
associated with an insolvency case such as statutory advertising costs or the office holder's specific
penalty bond.

Below is & summary of the expenses we consider will be, or are likely to be, incurred in this case. We
will provide a further update in our first progress report to creditors at the anniversary of our appointment
as administrator or sooner, if the case is concluded beforehand.

Expense Estimated cost
£

Agents’ costs for marketing the business, sale of 45.000.00

assets and dealing with ROT claims

Agents’ costs for dealing with the Company's 2,915.00

pension scheme

Solicitors’ costs for general advice on the 20,000.00

administration and dealing with sale of IPR

Insurance 6.000.00

Specific penalty band 730.00

External storage of company’s books and records 3,325.00

and destruction

Category 2 disbursements charged by the firm:

Business mileage 560.00

Photocopying 900.00

The costs of the Agents in dealing with the assets takes into account the time required to deal with a on
site auction of the plant & machinery, WIP, office furnitlure and stock.

Graywoods’s Category 2 disbursements policy
Attached are details of our firm's Category 2 disbursements policy.

Category 2 dishursements require approval from creditors, These are costs which are directly referable
to the appointment in question but are not payments which are made to an independent third party and
may include shared or allocated cosis that can be allocated to the appointment on a proper and
reasonable basis such as internal room hire, document storage or business miteage. Any Category 2
disbursements which this firm proposes to charge in this case are reflected in the table of expenses
above. Approval to charge these will be sought from creditors when the basis of our remuneration as
administrator is fixed.



GRAYWQODS CHARGING POLICY
INTRODUCTION

This note applies where a licensed insclvency practitioner in the firm is acting as an office holder of an
insclvent estate and seeks creditor approval to draw remuneration on the basis of the time properly spent
in dealing with the case. It also applies where further information is to be provided to creditors regarding
the office holder’'s fees following the passing of a resolution for the office holder to be remunerated on a
time cost basis. Best praciice guidance! requires that such information should be disclosed to those who
are responsible for approving remuneration,

In addition, this note appiies where creditor approval is sought to make a separate charge by way of
expenses or disbursements to recover the cost of facilities provided by the firm. Best practice guidance?
indicates that such charges should be disclosed to those who are responsible for approving the office
holder’s remuneration, together with an explanation of how those charges are calculated.

OFFICE uOLDER’S FEES IN RESPECT OF THE ADMINISTRATION OF INSOLVENT ESTATES

The office holder has overali responsibility for the administration of the estate. He/she will delegate tasks
to members of staff. Such delegation assists the office holder as it allows him/her to deal with the more
compiex aspects of the case and ensures that work is being carried out at the appropriate level. There
are various levels of staff that are employed by the office holder and these appear below.

The firm operates a time recording system which alfows staff working on the case along with the office
hoider to allocate their time to the case. The time is recorded at the individual's hourly rate in force at that
time which is detailed below.

EXPENSES INCURRED BY OFFICE HOLDERS IN RESPECT OF THE ADMINISTRATION OF INSOLVENT ESTATES

Best practice guidance classifies expenses into twa broad categories:

Category 1 disbursements (approval not required) - specific expenditure that is directly related to the
case and referable to an independent external supplier's invoice. All such items are charged to the case
as they are incurred.

Category 2 disbursements (approval required) - items of expenditure that are directly related to the case
which include an element of shared or allocated cost and are based on a reasonable method of
calcutation, but which are not payable to an independent third party.

(A) The following items of expenditure are charged to the case {subject to approval):

» Car mileage is charged at the rate of 45 pence per mile;
Storage of books and records (when not chargeable as a Category 1 disbursement) is charged
on the basis that the number of standard archive boxes held in storage for a particular case bears
to the total of all archive boxes for all cases in respect of the period for which the storage charge
relates. The charges for the archive boxes are as follows:

£
Storage per box per year 20.00
Destruction per box 7.50

' Statement of Insolvency Practice 9 (SIP 8) — Remuneration of insolvency office hoiders in England & Wales

? Ibid 1



{B) The following items of expenditure will normally be treated as general office overheads and will not
be charged fo the case although a charge may be made where the precise cost to the case can be
determined because the item satisfies the test of a Category 1 disbursement.

* Telephone and facsimile
= Stationery

Photocopying is charged at 15 pence per copy.
GRAYWOODS CHARGE-OUT RATES

The rates applying to the office as at the date of this report are as follows:;

Charge-out rate

Grade of staff (£ per hour)
Partner 3856
insolvency Practitioner 345
Sentor Manager 310
Manager 280
Assistant Manager 250
Senior Administrator 200
Administrator 175
Support 115

Time spent by support staff such as secretarial, administrative and cashiering staff is charged directly to
cases. Itis not carried as an overhead.

Time is recorded in 6 minute units,
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