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INTRODUCTION

Jason James Godefroy and I, both of Menzies Corporate Restructunng, were appointed Joint
Admunistrators of 2K2 Electronic Services Limited (“the Company”) on 11 February 2008 by Close
Invoice Finance Limited (“Close”), the holder of a qualifying floating charge under Paragraph 14
of Schedule B1 to the Insolvency Act 1986.

In accordance with Paragraph 100(2)} of Schedule B1 of the Insolvency Act 1986 the functions of
the Joint Adminsstrators are being exercised by either of us.

This report sets out the crcumstances leading up to our appointment and the steps taken by us
to date.

Please complete the proxy and proof of debt forms at Appendix 7 and return them te our offices

BACKGROUND AND EVENTS LEADING UP TO THE ADMINISTRATION

The Company was incorporated on 22 October 2001 and has traded as an assembler of electronic
circuit boards from its freehold premises in Wroxa!l on the Isle of Wight Attached, at Appendix 1,
is @ summary of the Company’s statutory information.

The Company was incorporated for the purpose of acquinng an electronic assembly business from
a larger electronics group that was in receivership. Following the acquisition of the business and
assets, the Company commenced trading in late 2001

The Company was profitable in its first year of trading, principally due to strong margins derived
from the acquisition of low-cost stock from the receivership.

However, the Company made a loss in 2003 due to a fall in the customer order book These
difficulties caused the Company to refinance in 2004, whereby the directors injected capital and
converted loans mto preference shares. The Company also raised funds through a small firms
loan scheme

The Company continued to expernience trading difficulbes in 2004 and 2005 and the directors
waived a significant proportion of their salares throughout this period in order to maintain the
viability of the Company’s business

The Company improved its turnover in 2006, due to an increase in the customer base, resulting in
a profit of £134,000.

However, as a result of histonc trading difficulties, the Company had accrued significant arrears of
VAT and PAYE/NIC. A deferment plan was agreed with HM Revenue & Customs ("HMRC™) to
repay these arrears. Although the arrears of PAYE/NIC were discharged, due to ongoing cash flow
difficutties the Company was not able to keep up repayment of the VAT arrears.

The Company attempted to renegotiate the deferment plan in late 2006 and early 2007, but was
unable to reach a new agreement with HMRC. Attempts were also made to gain addittonal finance
from the equity in the Company's freehold building and debtors, but this also proved
unsuccessful

Once these attempts had falled, the directors approached cur firm in order to assist them with
proposing a Company Voluntary Arrangement ("CVA”) to the Company’s creditors

ADM 04100
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The proposals were agreed, with modificabons, at a meeting of creditors held on 29 June 2007,
The proposals provided for a full repayment of all creditors over a four year period.

Intially, trading was in ine with forecasts and the monthly contributions of £11,000 were made
on time to the Joint Supervisors of the CVA, Jason Godefroy and me However, later in 2007, the
Company’s financial position was weakened by a shortfall in turnover, following the loss of one
significant customer. Again, the directors suspended payment of thew remuneration to assist the
position.

The business had by now become increasingly dependent on one custemer, which accounted for
over half of its turnover. This customer had a poor credit record and, at the commencement of
the CVA, the customer promised to put in place a bank guarantee of approximately £100,000 to
help secure its trading debt to the Company. Unfortunately, the guarantee never matenahsed.

Over the next few months, the customer’s account became further overdue and, because the
amount due was not fully covered by the Company’s invoice discounting arrangement, this
situation detnmentally affected the Company's cashflow The Company was therefore unable to
keep up to date with its CVA contmbutions and it also had significant post CVA arrears of PAYE
and VAT.

In January 2008, the position worsened further when the customer dishonoured two cheques
payable to the Company. The debt was placed in solicitors’ hands, and on 6 February 2008, the
Company's invoice discounters, Close, withdrew all facilities in respect of that customer,

The directors took further professional advice and invited Close to appoint Administrators as it
was clear that the Company was no longer able to honour its obligations under the CVA
proposals. Jason Godefroy and I were appointed Joint Administrators of the Company on 11
February 2008 The CVA was subsequently terminated with effect from 4 February 2008,
PURPOSE OF THE ADMINISTRATION

The purpose of an Administration 1s to achieve the following hierarchical objective:

a. Rescuing the Company as a going concern, or

b. Achieving a better result for the Company’s crediters as a whole than would be likely If the
Company were wound up (without first being in Administration), or

¢ Realsing property Iin order to make a distnbution to one or more secured or preferential
creditors

We consider that the Admimistration will be successful in achieving the third objective.

PROGRESS OF THE ADMINISTRATION TO DATE

The manner in which the affairs and business of the Company have been managed since our
appointment and will continue to be managed and financed are set out below

Initial actions on appeointment

On our appointment we visited the premuses to review the Company's work-in-progress and
establish whether it was possible to continue trading for a short period. However, this proved
impossible due to insufficient work-in-progress and lack of funding. There was, therefore, no
option but to cease trading immediately

ADM 04100
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Sale of assets

Our agents, SIA Group Limited, prepared a valuation of the Company’s assets and stock, and
prepared an inventory to provide to interested parties

An offer of £9,328.90 plus VAT was received from two of the current directors for the majority of
the assets and the stock Our agents recommended that this offer be accepted and the sale has
now completed. The funds will be forwarded to us in due course.

Freehold Property at Castle Works, Castle Road, Wroxall, Isle of Wight

The Company owns a freehold property subject to a mortgage debenture with National
Westminster Bank plc ("Natwest™).

Our agents, King Sturge LLP, have valued the property at approximately £250,000. Natwest are
owed £104,000 in respect of the mortgage, subject to accruing interest.

We have, with agreement of Natwest, instructed King Sturge LLP to market the property for sale
Once the property has been sold, the proceeds will first be applied to Natwest under their
mortgage debenture. Any surplus, after costs of realisation, will be pad into the Administration
bank account

Book debts

The Company has an invoice discounting facility provided by Close.

As at 11 February 2008 the Company’s indebtedness to Close was £72,055, subject to accruing
interest and charges The bocok debt ledger at that date was £181,002,

Close have now collected out in full The book debt ledger 1s currently being reassigned and Close
hold a credit balance of £89,646, which will be passed to us in due course, subject to Close
applying collection fees and final termination charges.

There are estimated to be approximately £18,000 of further book debts to be collected.

Petty cash

Petty cash of £26.80 has been realised.

Investigations

Our investigations into the Company’s affairs and the directors’ conduct are ongoing.

Receipts and Payments

A summary receipts and payments account ts attached, at Appendix 2

STATEMENT OF AFFAIRS

In accordance with Paragraph 47 of Schedule B1 to the Insolvency Act 1986 we have requested
that the directors provide us with a Statement of Affairs ("SoA™) of the Company.

At the time of prepaning this report, the SoA has not been received from the directors, however
this 1s expected shortly.

!
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The assets of the Company are referred to above in Section 4. The Company's liabiities are
summartsed in Section 7 of this report

A schedule of creditors’ names and addresses Is attached, at Appendix 3. Some creditor amounts
shown may differ from the actual amount owed. This does not affect their ability to claim a
different amount.

JOINT ADMINISTRATORS’ REMUNERATION

In accordance with Rule 2.106 of the Insolvency Rules 1986, as amended, 1t i1s proposed that the
basis upon which our remuneration should be fixed, 1s by reference to the time properly given by
us and our staff in attending to matters arising in the Administrattion

Our time costs for the perod 11 February 2008 up to and including 28 March 2008 total £29,819.
A schedule of these time costs is set out at Appendix 4.

To date, we have not drawn any remuneration.

Our firm has also incurred time costs of £2,642 for work associated with placing the Company
into Administration. We have sought a resolution at paragraph 11.1.8 to authonse payment of
this amount out of the Company's assets in accordance with Rule 2 67(1)(c) of the Insolvency
Rules 1986,

We have incurred Category 1 disbursements of £748 and Category 2 disbursements of £999
These have not yet been paid. A breakdown of all disbursements is included in Appendix 4.

A Creditors’ guide to Administrators’ fees 1s attached to the report at Appendix 5.

DIVIDEND PROSPECTS / PRESCRIBED PART
Secured Creditors

In consideration for the montes advanced under the invoice discounting facility, the Company
granted Close an all assets debenture, dated 2 January 2002, which confers fixed and floating
charges over all of the assets of the Company.

As outlined 1n sechion 4 10, Close will be paid in full from book debt realisations.

The Company also has a mortgage debenture granted to Natwest, which confers fixed and
floating charges over all of the assets of the Company

Natwest are owed approximately £104,000 in respect of a mortgage 1t holds over the Company’s
freehold trading premises in the Isle of Wight Once the property has been sold, Natwest's loan in
this regard 15 expected to be repaid in full and the surplus will be paid into the Administration.

Natwest are owed a further £23,000 in respect of a loan, overdraft and credit cards. We are
obtaining legal advice to confirm that this element of Natwest’s claim 15 covered under their
floating charge rather than their fixed charge.

A return to Natwest under their floating charge 1s dependent upon the sale price achieved for the
property and also on the level of book debt realisations Assuming these realisations meet with
expectations It I1s envisaged that Natwest will be repaid in full under their floating charge.
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Preferential Creditors

Any clams that employees may have for arrears of pay, subject to statutory limits, and all
outstanding statutory holiday pay will rank as a preferential claim against the Company.

The amount due to employees I1s currently uncertain. Claims are currently being assessed by the

Redundancy Payments Office, who will pay employees directly, based on their statutory imits.

It 15 likely that there will be sufficient funds to pay preferential creditors in full.

Prescribed Part

Pursuant to section 176A of the Insolvency Act 1986 where a floating charge 1s created after 15
September 2003 a Prescribed Part of the company’s net property shall be made available to
unsecured creditors.

In this case, the Prescribed Part does not apply as the floating charges granted to Close and
Natwest both pre-date 15 September 2003.

Non-preferential Creditors

We are currently receiving claims from the Company’s non preferential creditors. According to the
Company records, non preferential claims are estimated to be £524,154

We have so far received claims totalling £470,748
Based upon the current information available it 1s considered that there may be sufficient

realisations to enable a small distnbution to the non-preferential creditors of the Company,
subject to book debt realisations and the sale of the freehold property.

EC REGULATION

EC Regulations apply and these proceedings are main proceedings as defined in Article 3 of the
EC Regulation. The centre of main interest of the Company 1s In England within the EC.

CREDITORS’ MEETING

In accordance with Paragraph 51 of Schedule B1 to the Insolvency Act 1986, a creditors’ meeting
will be held at 43-45 Portman Square, London W1H 6LY on 17 April 2008 at 10.30am A notice of
the meeting of creditors 1s enclosed with this report at Appendix 6. We have enclosed a proof of
debt form and a proxy form, at Appendix 7, for the purpose of that meeting.

The purpose of this meeting 1s to vote on our proposals as outlined in section 11 of this report.
END OF THE ADMINISTRATION

The options available to us for the exit from the Administration are as follows:

Compulsory Winding Up

Creditors’ Voluntary Liquidation

Company Voluntary Arrangement

Return of control to the director
Deregistration of Company (1 e striking off the Companies House register)

ADM Q4100
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We recommend that, in the event that we form the view that a distnbution can be made to non-
preferential creditors, the Company should be placed into Creditors’ Voluntary Liquidation ("CVL").
If we form the view that a distribution cannot be made to non-preferential creditors, then we
recommend that the Company be deregistered once all assets have been realised.

JOINT ADMINISTRATORS’ PROPOSALS
We propose the following’

We continue the Administration to deal with such outstanding matters in relation to the Company
as we consider necessary until such time as the Administration ceases to have effect.

We do all such other things and generally exercise all of our powers as contained in Schedule 1 of
the Insolvency Act 1986, as we, in our sole and absolute discretion consider desirable or
expedient in order to achieve the purpose of the Administration

To seek an extension to the Administration period iIf deemed necessary by us.

When It 1s anticipated that no better realisations will be made in the Administration than would be
available 1n a winding up, to take the necessary steps to put the Company into either creditors’
voluntary liquidation, company voluntary arrangement or into compulsory hquidation as deemed
appropriate by us. It 1s proposed that Jason Godefroy and I would act as Joint Liquidators should
the Company be placed into creditors’ voluntary liquidation.

In the event that we form the view that the exit options identified in proposal 11 1.4 above are
inappropriate, then, n due course, take the necessary steps to give notice to the Registrar of
Companies to the effect that the Company has no property which might permit a distnbution to
its creditors, at which stage the Administration will cease.

That we be discharged from ail hiability pursuant to Paragraph 98 of Schedule B1 to the Insolvency
Act 1986, upon filing the end of the Administration.

That our remuneration be fixed by reference to the time properly spent by us and our staff in
attending to matters anising In the Administration.

That Menzies Corporate Restructuring be authorised to draw fees of £2,642 plus VAT In respect of
time costs incurred In assisting in placing the Company into Administration in accordance with
Rule 2.67(1)(c).

That we be authonsed to draw therr firm’s internal costs and expenses in dealing with the
Administration (“Category 2 Disbursements”), if any.

11.1.10 That we be authorised to nstruct and pay Menzies Chartered Accountants to assist with

corporation tax work, employee clams and any other matters the we deem necessary.

11 1,11 That we be authonsed to instruct and pay Active Receivables Management Limited to assist with

the collection of book debts, where considered appropriate.

11.1.12 In accordance with Paragraph 83(7) of Schedule B1 of the Insolvency Act 1986 and Rule 2.117(3)

creditors may nominate a different person as the proposed hiquidator, provided the nomination s
received at this office prior to the approval of the revised proposals. In the absence of such
nomination, we will be appointed Joint Liquidators.
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12. OTHER MATTERS

121  If any creditor has any information concerning the Company’s affairs that they would hke to bring
to our attention, then we should be pleased to hear from them.

12.2  Please complete the proof of debt form at Appendix 7 and return 1t to our offices, if you have not
done 50 already.

If you require further information or assistance, please do not hesitate to contact my colleague, Clare
Ta

Andrew Gordon Stoneman
Joint Administrator

Enc.

APPENDIX 1
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Date of incorporation

Registered number

Company directors

Company secretary

Shareholders

Head office

Registered Office

Any Other Trading Names

STATUTORY INFORMATION

22 QOctober 2001

04308745

David Rogers

Diane Merkel

Martin Davies

Peter Scott-Jackson
Andrew Scott-Jackson

Diane Merkel

David Rogers

Diane Merkel

Martin Davies

Peter Scott-Jackson
Andrew Scott-Jackson

Castle Works
Castle Road
Wroxall

Isle of Wight

Current:
43-45 Portman Square

London
Wi1H 6LY

MC210 Limited

Formerly:

Castle Works
Castle Road
Wroxall

Isle of Wight
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Note:

2K2 Electronic Services Limited
(In Administration)
Joint Administrators’' Abstract of Receipts & Payments

From 11/02/2008
To 28/03/2008
£

ASSET REALISATIONS
Petty Cash 26 80
Bank Interest Gross 513
31.93
31.93
REPRESENTED BY
Floating/main current account 31.93

Book debts have not yet been reassigned from Close and therefore this information
has not been included on the receipts and payments account
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2K2 Electronic Services Limited (In Administration)

Analysis of Administrators' time costs for the period 11 February 2008 to 28 March 2008

Hours Total Time Average
Classification of Work Function Partner { Manager| Semor Assistantd Support Hours Cost Hourly Rate
£ £

Book debts 270 270 661 50 245 00
Cashiering & accounting 010 080 e 70 1 60 284 50 177 81
Closings 020 020 44 00 220 00
Employee matters 240 290 530 805 50 151 98
Financiat review 400 400 1,560 00 390 00
Fixed charge assets 11 50 1150 2,508 50 25291
Floating charge assets 610 610 1,494 50 245 00
General admin 0 30 2330 0 30 23 90 1,827 00 76 44
General correspondence 8 30 830 2,079 00 25048
1PS set up & maintenance 410 240 6 50 1,184 50 182 23
Meebngs 120 120 50 00 7500
Reporting to appointor 070 070 217 00 310 00
Retention of title 160 0 80 240 452 00 188 33
Statement of affalrs 050 060 160 00 266 67
Strategy planning & control 13 50 13 40 26 90 8,678 00 322 60
Trading - operations 2280 1310 35 90, 6,607 50 184 05
Unsecured creditors 2 60 010 020 29 76500 26379
Total Hours 17.50 77.20 1.10 44 60 030 140 70| 29,818 50

Total Fees Claimed (£) 6,825 00f 19,369.00 242.00] 3,376.50 600 29,818 50

Analysis of unpaid category 1 disbursements for the period 11 February 2008 to 28 March 2008

Classification of Work Function £
Travel and subsistence 576 04
Statutory Advertising 130 36
Mail redirection 2395
Land registry search 12 00
Company search 6 00
Total 748.35

Analysis of unpaid category 2 disbursements for the period 11 February 2008 to 28 March 2008

Classification of Work Function £
Menzies Qutsourcing 908 75

Total 998.75
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MENZIES CORPORATE RESTRUCTURING
PROFESSIONAL FEES — SIP 9

MCR’s mission statement I1s “to provide clients with an outstanding service based on technical
excellence, effective problem solving and the highest level of client care”. It provides a quality,
partner led service and takes comphance with insolvency legislation and best practice guidance
seriously

This quide to our fees has been produced to provide creditors with information required by best
prachice guidance. We recommend that this guidance s read in conjunction with the note entitled “A
Creditors Guide to Admtnistrators Fees”, which 1s attached.

At MCR we seek to recover fees on time cost basis. Set out below are our firm’s hourly rates, with
effect from 1 January 2008, excluding VAT:

£
Insolvency Practitioner Partners 290 - 390
Managers/Directors 180 - 340
Supervisors 115 - 220
Assistants/Support staff 20 - 120

Other specialists may be called upon from within Menzies Chartered Accountants with hourly rates at
between £50 and £250 per hour Work undertaken to review and reclaim corporation tax prior to the
appointment of administrators, when undertaken by Menzies Chartered Accountants, s charged as a
percentage of reaiisations The rate usually applied 1s 10%.

In addition, we occasionally use an associated business, Active Receivables Management Limited to
assist with the collection of book debts and other matters that the officeholders deem necessary.
Depending upon the complexity and difficulties with the debtor records, work i1s undertaken on a
basis of a percentage of realisations The rate usually applied 15 10% plus VAT and expenses

As previously stated, MCR prides itself on the quality of work undertaken With that in mind, we
would invite creditors to consider the following points:

1. Our own standards mean that we undertake an investigation into the affars of all companies in
liquidation wrespective of the level of realisations that will be achieved.

2. The practice has to meet Its own overheads and those associated with an insolvent state
irrespective of when fees are available from a particular case. We endeavour to allocate tasks
to staff with the approprtate skills and at an appropriate charge-out rate

3 Expenses and disbursements incurred by MCR in dealing with the administration of insolvent
estates are discharged as a practice overhead out of fee income. This means that there are no
tudden costs for recharging the use of internal meeting rooms, document storage and other
services provided by the firm.

4 For the avoidance of doubt, direct costs relating to the administration of an estate are
recovered If funds permit. These include, where applicable, advertising, travel expenses and
expense claims by MCR staff where they are obliged to work away from the office  MCR only
seeks to recover the costs of printing, room hire and document storage prowvided by external
suppliers
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A CREDITORS’ GUIDE TO ADMINISTRATORS' FEES

Where Petition Presented or Appointment Made On or After 15 September 2003

ENGLAND AND WALES

1

1.1

2.1

341

41

Introduction

When a company goes into administration the costs of the proceedings are paid out of its
assets The creditors, who hope eventually to recover some of their debts out of the assets,
therefore have a direct interest in the level of costs, and in particular the remuneration of the
insolvency practitioner appointed to act as administrator. The insolvency legislation
recognises this interest by providing mechanisms for creditors to deterrine the basis of the
administrator’s fees This guide Is intended to help creditors be aware of their nghts under
the legislation to approve and monitor fees and explams the basis on which fees are fixed.

The nature of administration

Admunistration 1s a procedure which places a company under the control of an insolvency
practitoner and the protection of the court with the following objective:

* rescuing the company as a going concern, or
o achieving a better result for the creditors as a whole than would be likely If
the company were wound up without first being in administration,

or, If the admimstrator thinks neither of these objectives 1s reasonably
practicable

« realising property In order to make a distnbution to secured or preferential
creditors

The creditors’ committee

The creditors have the right to appoint a committee with a mimmum of 3 and a maximum of
5 members, One of the functons of the committee 1s to determine the basis of the
administrator’s remuneration. The committee 1s normally established at the meeting of
creditors which the administrator 1s required to hold within a maximum of 10 weeks from the
beginning of the administration to consider his proposals. The administrator must call the
first meeting of the committee within 6 weeks of Its establishment, and subsequent meetings
must be held either at specified dates agreed by the committee, or when a member of the
committee asks for one, or when the administrator decides he needs to hold one. The
committee has power to summon the administrator to attend before it and provide
information about the exercise of his functions

Fixing the administrator’'s fees

The basis for fixing the admimstrator's remuneration 1s set out in Rule 2,106 of the
Insolvency Rules 1986, which states that it shall be fixed either

e as a percentage of the value of the property which the administrator has to
deal with, or

» by reference to the time properly given by the administrator and his staff in
attending to matters ansing in the administration.

It 1s for the creditors’ committee (if there 1s one) to determine on which of these bases the
remuneration 1s to be fixed, and if it is fixed as a percentage fix the percentage to be applied
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4.2

4.3

4.4

5.1

511

512

Rule 2.106 says that in arrving at its decision the committee shall have regard to the
following matters

the complexity (or otherwise) of the case;
any responsibility of an exceptional kind or degree which falls on the
administrator;

» the effectiveness with which the administrator appears to be carrying out, or
to have carned out, his duties;

« the value and nature of the property which the administrator has to deal
with,

If there 15 no creditors’ commuttee, or the committee does not make the requisite
determination, the administrator’s remuneration may be fixed by a resolution of a meeting of
creditors having regard to the same matters as the committee would If the remuneration is
not fixed in any of these ways, it will be fixed by the court on application by the
administrator

There are speaal rules about creditors’ resolutions 1n cases where the adminmistrator has
stated in his proposals that the company has insufficient property to enable a distnbution to
be made to unsecured creditors except out of the reserved fund which may have to be set
aside out of floating charge assets.

In this case, if there 1s no creditors’ committee, or the committee does not make the requisite
determination, the remuneration may be fixed by the approval of —

e each secured creditor of the company; or

« If the administrator has made or intends to make a distribution to preferential creditors —

- each secured creditor of the company; and

- preferential creditors whose debts amount to more than 50% of the preferentiai debts of
the company, disregarding debts of any creditor who does not respond to an invitation
to give or withhold approval,

having regard to the same matters as the committee would

Note that there 1s no requirement to hold a creditors’ meeting in such cases unless a meeting

Is requisitioned by creditors whose debts amount to at least 10 per cent of the total debts of

the company.

A resolution of creditors may be obtained by correspondence

What information should be provided by the administrator?

When seeking fee approval

When seeking agreement to his fees the administrator should provide sufficient supporting

nformation to enable the committee or the creditors to form a judgement as to whether the

proposed fee 1s reasonable having regard to all the arcumstances of the case The nature

and extent of the supporting information which should be provided wiil depend on:

« the nature of the approval being sought;

« the stage during the administration of the case at which it I1s being sought, and

+ the size and complexity of the case

Where, at any creditors’ or committee meeting, the administrator seeks agreement to the
terms on which he 15 to be remunerated, he should provide the meeting with details of the
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51.3

514

charge-out rates of all grades of staff, including principals, which are hkely to be involved on
the case

Where the administrator seeks agreement to his fees during the course of the administration,
he should always provide an up to date receipts and payments account Where the proposed
fee 1s based on time costs the administrator should disclose to the commuttee or the creditors
the time spent and the charge-out value in the particular case, together with, where
appropriate, such addiional information as may reasonably be required having regard to the
size and complexity of the case. The addittonal information should comprise a sufficient
explanahon of what the adminstrator has achieved and how it was achieved to enable the
value of the exercise to be assessed (whilst recognising that the admimistrator must fulfil
certain statutory obligations that might be seen to bring no added value for creditors) and to
establish that the time has been properly spent on the case. That assessment will need to be
made having regard to the time spent and the rates at which that time was charged, bearing
in mind the factors set out In paragraph 4.1 above To enable this assessment to be carried
out it may be necessary for the administrator to provide an analysis of the time spent on the
case by type of actvity and grade of staff. The degree of detal will depend on the
arcumstances of the case, but it will be helpful to be aware of the professional guidance
which has been given to msolvency practitioners on this subject. The guidance suggests the
following areas of activity as a basis for the analysis of time spent:

Admimistration and planning
Investigations

Realisation of assets

Trading

Creditors

Any other case-specific matters

* % & & & 0

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

Partner

Manager

Other senior professionals
Assistants and support staff

The explanation of what has been done can be expected to include an outline of the nature
of the assignment and the administrator’s own nitial assessment, including the anticipated
return to creditors. To the extent applicable it should also explain

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

« The steps taken to establish the views of creditors, particularly in relation to agreeing the
strategy for the assignment, budgeting, time recording, fee drawing or fee agreement
Any existing agreement about fees.

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

It should be borne in mind that the degree of analysis and form of presentation should be
proportionate to the size and complexity of the case. In smaller cases not all categones of
activity will always be relevant, whilst further analysis may be necessary In larger cases.

Where the fee 1s charged on a percentage basis the administrator should provide details of
any work which has been or 1s intended to be sub-contracted out which would normally be
undertaken directly by an administrator or his staff
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6.1

7.1
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After fee approval

Where a resclution fixing the basis of fees 1s passed at any creditors’ meeting held before he
has substantially completed his functions, the administrator should notfy the crediters of the
details of the resolution in his next report or arcular to them. In all subsequent reports to
creditors the admimistrator should specify the amount of remuneration he has drawn in
accordance with the resolution. Where the fee 1s based on time costs he should also provide
details of the time spent and charge-out value to date and any matenal changes In the rates
charged for the various grades since the resolubtion was first passed. He should also provide
such additional informaticn as may be required in accordance with the principles set out In
paragraph 51 3. Where the fee i1s charged on a percentage basis the administrator should
provide the details set out in paragraph 5.1 4 above regarding work which has been sub-
contracted out,

Expenses and disbursements

There 15 no statutory requirement for the committee or the creditors to approve the drawing
of expenses or disbursements. However, professional guidance issued to nsolvency
practitioners requires that, where the administrator proposes to recover costs which, whilst
being in the nature of expenses or disbursements, may include an element of shared or
allocated costs (such as room hire, document storage or communication facilities provided by
the adminmistrator’s own firm), they must be disclosed and be authorised by those responsible
for approving his remuneration. Such expenses must be directly incurred on the case and
subject to a reasonable method of calculation and allocation

What if a creditor is dissatisfied?

If a creditor believes that the administrator's remuneration 15 too high he may, f at least 25
per cent in value of the creditors (including tumself) agree, apply to the court for an order
that it be reduced. If the court does not dismiss the application (which it may If it considers
that insufficlent cause 1s shown) the applicant must give the admimstrator a copy of the
application and suppeorting evidence at least 14 days hefore the heanng. Unless the court
orders ctherwise, the costs must be paid by the applicant and not as an expense of the
administration

What if the administrator is dissatisfied?

If the administrator considers that the remuneration fixed by the creditors’ committee is
insufficient he may request that it be increased by resolution of the creditors. If he considers
that the remuneration fixed by the committee or the creditors 1s insufficent, he may apply to
the court for it to be increased. If he decides to apply to the court he must give at least 14
days’ notice to the members of the creditors’ committee and the commitiee may nominate
one or more of its members to appear or be represented on the apphcation If there is no
committee, the administrator's notice of his application must be sent to such of the
company’s creditors as the court may direct, and they may nominate one or more of their
number to appear or be represented The court may order the costs to be paid as an
expense of the administration.

Other matters relating to fees
Where there are joint administrators it 1s for them to agree between themselves how the

remuneration payable should be apportioned. Any dispute arising between them may be
referred to the court, the creditors’ committee ar a meeting of creditors.
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If the administrator 1s a solicitor and employs his own firm to act on behalf of the company,
profit costs may not be paid unless authonsed by the creditors’ committee, the creditors or
the court

Provision of information — additional requirements

In any case where the administrator 1s appointed on or after 1 Apnl 2005 he must provide
certain information about time spent on a case, free of charge, upon request by any creditor,
director or shareholder of the company.

The information which must be provided 1s -

« the total number of hours spent on the case by the administrator or staff assigned to the
case;

» for each grade of staff, the average hourly rate at which they are charged out,

+ the number of hours spent by each grade of staff in the relevant period

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

The information must be provided within 28 days of receipt of the request by the
administrator, and requests must be made within two years from vacation of office.
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Rule 2.35

{a) Insert full name(s) and
address(es) of administrator(s)

{b) Insert full name and
address of registered office of
the company

{c) Insert details of place of
meeting

{d} Insert date and time of
meeting

*Delete as applicable

*Delete as applicable

Form 2.20B

Notice of a meeting of creditors

Name of Company Company number
2K2 Electronic Services Limited 04308745
In the Court case number
High Court of Justice 1238 of 2008
Chancery Diwvision
Companies Court

(full name of court)

Notice 15 hereby given by (a} Andrew Gordon Stoneman and Jason James Godefroy
of 43-45 Portman Square, London, WiH 6LY

That a meeting of credrtors of (b) 2K2 Electrontc Services Limited of 43-45 Portman
Square, London, W1H 6LY,

Is to be held at 43-45 Portman Square, London, W1iH 6LY
on (d) 17 Apnil 2008 at 10 30am

The meeting 15

*(1) an initial creditors’ meeting under paragraph 51 of Schedule Bl to the
Insolvency Act 1986 ("the Schedule™),

I invite you to attend the above meeting

A proxy form 1s enclosed which should be completed and returned to me by the date
of the meeting If you cannct attend and wish to be represented

In order to be entitled to vote under Rule 2 38 at the meeting you must give to me,
not later than 12 00pm on the business day before the day fixed for the meeting,
details in wnting of your claim

—_—

Signed

Joint Admirustrator

Dated l/(-f- [O%
( L

A copy of the proposals 15 attached
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Rule 8.1 Insolvency Act 1986 Form 8.2

Proxy (Administration)

2K2 Electronic Services Limited

Name of Creditor

Address

Please insert name of person Name of Proxy Holder

{who must be 18 or over) or

the Chairman of the Meeting 1
If you wish to provide for
alternative proxy holders in the
arcumstances that your first

choice is unable to attend 2
please state the name(s) of the
atternatives as well

Please delete words in brackets T appoint the above person to be my/the creditor’s proxy holder at the meeting of creditors to be
e POy okl oy 0, held on 17 Apnl 2008, or at any adjournment of that meeting  The proxy holder is to propose
discretion or vote as instructed below (and in respect of any resolution for which no specific instruction 15

given, may vote or abstain at has/her discretion)

Voting Instructions for resolutions
*Please delete as appropriate
1 For the acceptance/rejection* of the administrator’s proposals as crculated

2 For the appomtment of

of

representing

as a member of the creditors’ committee

This form must be signed

Signature Date

Name in CAPITAL LETTERS
Only to be completed if the Position with creditor or relationship to creditor or other authority for signature
creditor has not signed in
person

Remember there may be resolutions on the other side of this form
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Proof of Debt — General Form

2K2 Electronic Services Limited (In Administration)

Date of admimistraton 11 February 2008

Name of creditor
(If a company please also give company registration
number)

Address of creditor for correspondence

Total amount of claim, including any Value Added Tax and
outstanding uncapitalised interest as at the date the
company went into administration

Details of any documents by reference to which the debt can
be substantiated (Note There is no need to attach them
now but the administrator may call for any document or
evidence to substanbate the claim at his discrebion as may
the chairman or convenor of any meeting)

If amount in 3 above includes outstanding uncapitahised
interest please state amount

Particulars of how and when debt incurred
(If you need more space append a continuation sheet to this
form)

Particulars of any secunty held, the value of the security,
and the date it was gven

Particulars of any reservation of title claimed in respect of
goods supplied to which the claim relates

Signature of creditor or person authorised to act on his behalf

Name 1n BLOCK LETTERS

Position with or in relation to creditor

Address of person signing (If different from 2 above)

For Administrators’ Use only

Admitted to vote for

Admitted for dividend for

£ £
Date Date
Admumistrator Admunistrator
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