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A. A.G. INVESTMENTS LIMITED

(In Liquidation)

Liquidator's Abstract of Receipts & Payments

Statement From 25/11/2014 From 25/11/2011
of Affairs To 24111/2015 To 24/11/2015
ASSET REALISATIONS
200 00 Plant & Equipment NIL NIL
565 96 Office Equipment NIL 650 00
4,000 00 Motor Vehicles NIL 2,350 00
50 00 Fixtures & Fittings NIL NIL
79,000 00 WIP BAA NIL 6,929 13
7,500 00 Book Debts NIL 79379
Uncertain Investments NIL 6 48
Explorer Associates 1,383 32 7,666 64
NIL Assignment of RBS clam NIL NIL
Bank Interest Gross 083 580
1,384 15 18,401 84
COST OF REALISATIONS
Preparation of S of A NIL 5,000 00
Office Holders Fees NIL 9,300 00
Office Holders Expenses NIL 1,707 58
Future office holders fees NIL NIL
Agents/Valuers Fees - CWH NIL 455 70
Legal Fees - Walker Morris 1,152 77 1,152 77
(1,152 77) {17,616 05)
PREFERENTIAL CREDITORS
{1,000 00) Employee Arrears/Hol Pay NIL NIL
NIL NIL
FLOATING CHARGE CREDITORS
(346,821 36) The Royal Bank of Scotland NIL NIL
NIL NIL
UNSECURED CREDITORS
(418,870 65) Trade & Expense Creditors NIL NIL
(57,140 98) HM Revenue & Customs (VAT) NIL NIL
(289,835 55) HM Revenue & Customs (PAYE) NIL NIL
(82,680 00) HM Revenue & Customs (CT) NIL NIL
(34,569 09) Employees Redundancy & Pension NIL NIL
NIL NIL
DISTRIBUTIONS
{20,000 00) Ordinary Shareholders NIL NIL
NIL NIL
{1,159,601 67) 231.38 785.79
REPRESENTED BY
Vat Receivable 23055
Bank 1 Current 556 24
78579
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A.A.G. Investments Limited - Creditors Voluntary Liquidation

The Liquidators report to Members & Creditors pursuant to the Insolvency Rules 1986 from 25
November 2014 to 24 November 2015.

1.

Introduction

I, Gareth David Peckett of BHP Clough Corporate Solutions LLP {previously of Barber Harrison
and Platt) and Graham Leshe Stuart-Harris of Barber Harrison & Platt, Chartered Accountants
were appointed Joint Liquidators of AAG Investments Limited on 25 November 2011. | now
present my 4™ progress report to members & creditors pursuant to the Insolvency Rules 1986

Please note that on 2 July 2015 a Court Order was made removing Mr Graham Leslie Stuart-
Harris of Barber Harrison and Platt from office. A notice of the making of the Court Order 1s

appended to this report.

Statutory Information

Company Name: A A.G. Investments Limited

Registered office. 2 Rutland Park, Sheffield, S10 2PD

Former registered office: Westthorpe Innovation Centre, Block B Suite 22, Killamarsh,
$21 172

Registered number. 04368433

Liquidator’s details. Gareth David Peckett of BHP Clough Corporate Solutions LLP,

Chartered Accountants, 2 Rutland Park, Sheffield, $10 2PD

Receipts and Payments Account

| attach for your information at appendix 1 a copy of our summarised receipts and payments
account for the period of this report The figures under “S of A” are taken from the Company’s
statement of affairs

Assets

4.1 Plant and Equipment

Ths relates to various skips, bins signs and containers used by the Company These items were

on site at a customer’s premises Our agents advised that it was not commercially viable to
remove and sell them so they have been left on site




4.2 Office equipment

This relates to vanous office equipment including computers, laptops, printers, office chairs
and software.

The former director Mr Stuart McQueen purchased three computers on 17 February 2012 for
£650 00 plus VAT The offer was in line with the independent valuation and was accepted on
the advice of our agents

4.3 Motor Vehicles

The company owned a Vauxhall Vectra 2 2 Cdti Exec Reg KY56 UXW. The vehicle was collected
and sold at auction by our agents for the sum of £2,350 00

4.4 Work in progress {"WIP’)

The Directors took legal action regarding outstanding WIP through their solicitors which
related to a breach of contract by BAA Arrports Limited {‘BAA’). Prior to the Liguidation of the
company an offer of £75,000 00 was made by BAA

The offer was accepted by the directors prior te the liquidation and the settlement monies
paid to the company’s solicitor, Hill Dickinson of Sheffield. Hill Dickinson claim to have a
solicitor’s hen against the settlement monies received from BAA and have drawn therr
outstanding fees against the settlement monies resulting in a surplus of £6,929 13

4.5 Book debts

Upon appointment the company records showed debtors with a book value of £36,960 21 the
Directors advised that many of the book debts are not realisable and estimated that £7,500 00
of the debtors will be recoverable Book debts totalling £793.79 have been received to date,
the balance of debtors appears to be irrecoverable and has been wnitten off

4.6 Tomlin order

This relates to htigation against Explorer Associates Limited which became subject to a Tomlin
order | have received repayments £1,383.32 during the pernod of this report and total
repayments of £7,666 64 from Explorer Associates Limited, which represents payment in full of
the funds due

4.7 Assignment of cause of action

The former directors have contacted the hguidators via their solicitors Wosskow Brown
regarding the potential assignment of a claim of action owned by the company Following
imtial correspondence nothing further has been received with regard to this matter
Accordingly the matter has been left in abeyance




4.8 Consequential Loss Claim

I am currently reviewing the position regarding any consequential toss suffered by the
Company as a result of the banks unclear explanation of the Government-backed Enterprise
Finance Guarantee scheme loan the Company had taken out with the bank

4.9 WMiscellaneous Receipts

An amount of £5 80 has been received In respect of Gross Bank interest and £6 48 in respect of
a company owned investment with IG Markets

Investigations

Within six months of my appointment as higuidator, | am required to submit a confidential
report to the Secretary of State to include any matters which have come to my attention
during the course of my work which may indicate that the conduct of any past or present
director would make him unfit to be concerned with the management of the company. | would
confirm that my report has been submitted

Creditors
6.1 Secured Creditors

The Company banked with the Royal Bank of Scotland plc. The Bank facilities comprise an
overdraft and loan account.

The bank holds Fixed and floating charges over the undertaking and all property and assets
present and future including goodwill, bookdebts, uncalled capital, builldings, fixtures, fixed
plant and machinery. | have received a confirmation from the bank that that the debt
outstanding in the liquidation I1s £347,468 90

6.2 Preferential Creditors

The director’'s estimated Statement of Affairs provided for preferential creditors in the sum of
£1,000 which related to claims made by the employees Iin respect of arrears of wages and
holiday pay.

Claims made by employees/directors are adjudicated by the Insolvency Service through the
Redundancy Payments Service and then any claims notified to the appointed hquidators in due
course.

We have received a preferential claim from the Insolvency Service in the sum of £342 86 which
15 yet to be agreed for dividend purposes



10,

6.3 Unsecured Creditor

Unsecured creditors, as estimated in the director’s statement of affairs, totalled £883,096 27
To date we have received claims of £863,998.89 in respect of unsecured creditors.

6.4 Section 176A (2)a of the Insolvency Act 1986

Section 176A(2})a of the Insolvency Act 1986 provides that where a qualifying floating charge
has been created on or after 15 September 2003, the Liquidator must make a prescribed part
of the company’s net property available for the satisfaction of the unsecured debt

it is uncertain whether there will be sufficient funds to facilitate a dividend to any class of
creditor at this stage

Dividend Prospects
It 1s currently uncertain if there will be a dividend to any class of creditor

E.C. Regulations

The E C. Regulations applies to this case, and these proceedings are main proceedings as
defined in Article 3 of the E C. Regulations

Bordereau
The case was bonded for £100,000 on 5 December 2011
Payments & Expenses

Details of payments made during the period of this report as shown on the enclosed receipts
and payment abstract and detalled Time charge-out and disbursement summary Should you
require any explanations over and above those given below, please contact my colleague,
Oliver Adams n the first instance.

10.1 Joint Liquidators Remuneration

At the meeting of creditors held on 25 November 2011, 1t was agreed that the Statement of
Affairs fee of £5,000, plus VAT and disbursements in respect of work undertaken up to and
including the Section 98 meeting be approved by the creditors and that the Joint Liquidators
remuneration will be fixed by reference to the time properly given by them and their staff in
attending to matters ansing in the winding up

It was resclved that in respect of disbursements, the joint liquidators be authonsed to draw
dishursements, including disbursements for services prowided by their firm (defined as
Category 2 disbursements 1n Statement of Insolvency Practice 9), in accordance with therr
firms’ polictes, details of which accompanied the information presented to the creditors
meeting




Time charged by Barber Harrison & Platt for the period of this report amounts to 8 90 hours
totalling £1,330.00 which 1s an average hourly rate of £149 44 per hour. | have not drawn any
fees against my time costs in this peniod

Time charged by BHP Ciough Corporate Solutions LLP for the period of this report and the
duration of the hquidation to 24 November 2015 amounts to 2 70 hours totalling £612 00
which 1s an average hourly rate of £226.67 per hour | have not drawn any fees against my time
costs in this period

Total Time charged by Barber Harnson & Platt for the liquidation amounts to 115 10 hours
totalling £17,890 50 which i1s an average haurly rate of £155 10 per hour

Total time charged by the liquidators for the liquidation to 24 November 2015 amounts to
117 80 hours totalling £18,502 50 which is an average hourly rate of £117 80 per hour, The
hquidaters have drawn fees of £9,300 00 plus VAT in accordance with the resolutions passed
by creditors The enclosed receipts and payments account details the fees taken against my
time costs during the liquidation.

Attached to this report at appendix 2 i1s a charge out summary detailing the time charged in the
penod.

Explanatory notes to the summary of time costs
Administration and Planning

Work performed includes Preparing the documentation and dealing with the formalities of
appointment, statutory notifications and advertising, preparing documentation required,
dealing with all routine correspondence, maintaining physical case files and electronic case
details on IPS, review and storage, case bordereau, case planning and administration,
preparing reports to members and creditors, convening and holding meetings of members and
creditors

Realisation of Assets

Work performed includes identifying, securing an insuring the assets, dealing with any sale of
the business, dealing with any retention of title claims over the assets, transition of contracts,
property i1ssues, collecting the debts and disposal of the stock and other assets.

Investigations

Work performed includes investigation of the company’s affairs in accordance with Statement

of Insolvency Practice 2 and the submission of a report to the Insolvency Service in accordance
with the Company Directors Disqualification Act 1986




Creditors

Work Performed includes setting up of our creditor records for secured, preferential and non-
preferential creditors and for the employees, communication with the creditors/employees
after our appointment by telephone, e-mall and letter, as required, dealing with
creditors/employee correspondence and telephone calls and, where appropriate, agreeing
creditors/femployees claims in the insolvency proceedings and distribution of funds Work also
includes providing reports to Banks/secured creditors as necessary

A copy of ‘A Creditors Guide to Liquidators’ Fees’ published by the Association of Business
Recovery Professionals and ‘A Statement of Insolvency Practice 9 {Revised) together with an
explanatory note which shows Barber Harrison & Platt’s fee policy are attached to this report
at appendix 3

10.2 Lliquidators Disbursements

Liquidators’ disbursements of £2,012.33 have been incurred in respect of disbursements
relating to the Creditors Voluntary Liquidation A breakdown of the disbursements incurred
can be seen on the attached charge out schedule at appendix 2

10.3 Solicitors Fees

Walker Morns Solicitors of Leeds were instructed to assist with collection of the remaining
debtors and provide general advice regarding the ligutdation They have been instructed based
upon their normal charge out rates They have incurred WIP in the sum of £14,360.50 and
unbilled disbursements of £575 during the hquidation. They have not received any payment to
date.

10.4 Agents Fees

C W Harrison & Son of Ossett were instructed with regards to a valuatton and sale of the Plant
& Machinery, office furmiture, vehicle and stock They have been instructed based upon therr
normal charge out rates and have received £455 70 to date which 1s detailed on the attached
receipts and payments account.

It 1s not expected that any further fees will be paid to C W Harnson & son
10.5 Request for further Information & Creditors Right of Challenge

An unsecured creditor may, with the permission of the court or with the concurrence of 5% In
value of the unsecured creditors (including the creditor in question) request further details of
the Liquidator's remuneration and expenses, within 21 days of receipt of this report Any
secured creditor may request the same details in the same time limit.

An unsecured creditor may, with the permisston of the court or with the concurrence of 10% in
value of the crediters (including the creditor in question), apply to court to challenge the
amount and/or basis of the Liguidator's fees and the amount of any proposed expenses or




expenses already incurred, within 8 weeks of receipt of this report. Any secured creditor may
make a similar application to court within the same time himit.

11. Conclusion

| can advise that the liquidation cannot yet be brought to a close as | am currently reviewing
the position regarding any consequential loss suffered by the Company as a result of the banks
unclear explanation of the Government-backed Enterprise Finance Guarantee scheme loan A
further report will be sent to all known creditors at the fifth anniversary of my appointment, or
upon completion of the liquidation.

| hope that the above information 1s of value to you as members & creditors. Should you
require any further information or explanation regarding this report then please do not
hesitate to contact-me In wrnting

1 December 2015




APPENDIX 1

JOINT LIQUIDATORS' RECEIPTS AND PAYMENTS ACCOUNT
FOR THE PERIOD 25 NOVEMBER 2014 TO 24 NOVEMBER 2015



A. A.G. INVESTMENTS LIMITED

{In Liquidation)

Liquidator's Abstract of Receipts & Payments

Statement From 25/11/2014 From 25/11/2011
of Affairs To 24M1/2015 To 24111/2015
ASSET REALISATIONS
200 00 Plant & Equipment NIL NIL
565 96 Office EQuipment NIL 650 00
4,000 00 Motor Vehicles NIL 2,350 00
50 00 Fixtures & Fittings NIL NIL
79,000 00 WIP BAA NIL 6,82013
7,500 00 Book Debts NIL 79379
Uncertain Investments NIL 648
Explorer Associates 1,383 32 7,666 64
NIL Assignment of RBS clam NIL NIL
Bank Interest Gross 083 580
1,384 15 18,401 84
COST OF REALISATIONS
Preparation of S of A NIL 5,000 00
Office Holders Fees NIL 9,300 00
QOffice Holders Expenses NIL 1,707 58
Future office holders fees NIL NIL
Agents/Valuers Fees - CWH NIL 455 70
Legal Fees - Walker Morris 1,152 77 1,152 77
(1,152 77) (17,616 05)
PREFERENTIAL CREDITORS
(1,000 00) Employee Arrears/Hol Pay NIL NIL
NIL NIL
FLOATING CHARGE CREDITORS
(346,821 36) The Royal Bank of Scotland NIL NIL
NIL NIL
UNSECURED CREDITORS
(418,870 65) Trade & Expense Creditors NIL NIL
(57,140 98) HM Revenue & Customs (VAT) NIL NIL
(289,835 55) HM Revenue & Customs (PAYE) NIL NIL
(82,680 00) HM Revenue & Customs (CT) NIL NIL
(34,569 09) Employees Redundancy & Pension NIL NIL
NIL NIL
DISTRIBUTIONS
(20,000 00) Ordinary Shareholders NIL NIL
NIL NIL
(1,159,601 67) 231.38 785.79
REPRESENTED BY
Vat Receivable 230 55
Bank 1 Current 555 24
785.79
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APPENDIX 2

S1P 9 TIME CHARGE OUT AND DISBURSEMENT SUMMARY
FOR THE PERIOD 25 NOVEMBER 2014 TO 24 NOVEMBER 2015
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Liquidator’s Remuneration Schedule
A. A. G. Investments Limited
Between (01 June 2015 and 24 November 2015

Classification of Partner/| Manager| Other Senior| Assistants &| Total Hours Time Cost Average
work function Director Professionals| Support Staff, Hourly Rate
Administration & 000 0 60 000 040 1.00 175 50 17550
Planning
Investigations 000 100 0 00 0 00 100 27500 27500
Realisation of 0 0¢ 050 000 000 050 137 50 27500
Assets
Trading 000 000 0 00 000 000 0 00 000
Creditors 000 000 0 00 000 000 000 000
Case Specific 000 000 000 020 020 24 00 120 00
Matters
General Advice 000 000 000 000 000 000 000
Pre Appointment - 000 000 0 00 000 000 000 000
Obtaining
Information
Total hours 000 210 000 060 270
Time costs 000 540 00 000 72 Q0 612 00
Average hourly 000 257 14 000 120 00 226 67
rate
Description Total Incurred £ Total Recovered £
000 000
Totals 0.00 0.00
Summary of Fees
Time spent in admimistening the Assignment Hours 270
Total value of time spent to 24 November 2015 £ 612 00
Total Liquidator's fees charged to 24 Novermber 2015 £

000




APPENDIX 3

BHP CLOUGH CORPORATE SOLUTIONS LLP AND BARBER HARRISON & PLATT CHARGE-QUT
RATES AND DISBURSEMENTS
CREDITORS GUIDE TO FEES




A\
BHP

Business
Recovery &
insolvency

CHARGE-OUT RATES AND DISBURSEMENTS 2015

In accordance with the Joint Insolvency Committee Statement of Insolvency Practice Number 9
(“SIP 9") we would confirm that this firm’s policy as regards charging for time costs and
disbursements incurred 1s as follows

CHARGE-OUT RATES

Standard
Grade Rate per hour
Insolvency Consultant £250
Insolvency Senior Manager £200
Insolvency Manager £145
Insolvency Case Manager £135
Cashier / Other administrators £85

In cases that require a significant amount of investigation or where the abihty to pay fees I1s
dependent on realising assets that are considered irrecoverable at the outset, an uplft of 50%
may be apphed to the above rates This will be referred to as the Premium Rate and will be
requested where our costs would otherwise be at nsk Creditors will be advised on a case by
case basis when approval for these higher rates 15 being sought and such Premium Rates will
only be payable out of the enhanced recovery The department charges in mimimum time units
of 6 minutes

In certain cases specialist in-house advice may be appropnate and the following hourly rates will
apply

Tax Partner £275
Audit & Accounts Partner £275

It 1s not this firm’s policy to charge separately for secretanal or most administrative staff

We would point out that charge-out rates do change from time to tme We will advise any
matenal changes to charge-out rates either when seeking approval of creditors or the creditors
committee to draw fees, or with the next annual meeting report f a resolution based on time
costs has already been passed

DISBURSEMENTS

This firm recharges Category 1 disbursements in accordance with SIP 9 as and when they are
incurred  These charges do not require specific authonsation but details can be provided on
request However, other disbursements are classed as Category 2 and require specific
approval by creditors or any creditors’ committee This firm does not attempt to recover all such
disbursements from the individual case but does seek approval to the recharges on the
following page

11/09 Page 1 of 2




Disbursement

Staff Mileage

Room Hire

Storage

Company Searches
¢ Insolvency
department
standard pack
Company Report
Accounts

Annual Return
Accounts

Annual Return
Mortgage summary
Company Report
Memo and arts
Insolvency Status

BHP Financial
Planning Limited
(“BHP FP”)

Rate

£0 40
per
mile

£50

£4 00
per box
plus
£0125
per box
per wk

£25

£10
£5
£5
£10
£36
N/C

>
BHP

Business

Recovery &
Insolvency

Basis of charge

This 1s charged regardiess of fuel type and engine size
on Journeys made outside of the boundanes of the City of
Sheffield Journeys within the city boundanes are not
recharged

This charge 1s for the use of a meeting room and 1s levied
per meeting Where a room has to be hired elsewhere,
thus will be a Category 1 charge and 1s likely to be well in
excess of the internal charge

Books and records have to be stored for a certain period
of ime Off site storage 1s recharged by an independent
storage company and will be recovered under Category
1 A charge 1s however levied for internal storage and
the provision of storage boxes at

+ Boxes - £4.00 per box,

s Storage - £0 125 per box per week

These charges are levied to all clients of the firm and are
based on the direct cost plus an uplift to cover
administration costs of collating the informaton We
believe the rates to be comparable to outside agencies

Insurance and pension costs would usually be referred to
the Alexander Forbes Group, or another independent
insurance company, and such costs would be chargeable
under Category 1 However, very occasionally the firm's
financial advisor company, BHP FP, 1s instructed to
assist with, for example, disposing of endowment
policies BHP FS usually takes its fees from the
commissions ansing at market rates, as s normal
practice in the insurance and penstons market

This firm does not attempt to recover the cost of telephone calls/faxes or emails

11/09
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A CREDITORS' GUIDE TO LIQUIDATORS' FEES
ENGLAND AND WALES

Introduction

When a company goes into iquidation the costs of the proceedings are paid out of its
assets The creditors, who hope to recover some of their debts out of the assets,
therefore have a direct interest in the level of costs, and in particular the remuneration
of the insolvency practiioner appointed to act as hqudator The insolvency
legislation recognises this interest by providing mecharisms for creditors to fix the
basis of the liquidator's fees This guide 1s Intended to help creditors be aware of
their nghts to approve and monitor fees, explains the basis on which fees are fixed
and how creditors can seek information about expenses incurred by the liquidator and
challenge those they consider to be excessive

Liquidation procedure

Liquidation (or ‘winding up’) 1s the most common type of corporate insolvency
procedure Liquidation 1s the formal winding up of a company’s affairs entailing the
realisahion of its assets and the distribution of the proceeds in a prescribed order of
pronty Liquidation may be either voluntary, when it 1s instituted by resolution of the
shareholders, or compulsory, when it 1s instituted by order of the court

Voluntary hquidation 15 the more common of the two  An nsolvent voluntary
iquidation 1s called a creditors’ voluntary liquidation (often abbreviated to ‘CVL) In
this type of liquidation an insolvency practioner acts as iquidator throughout and the
creditors can vote on the appointment of the liquidator at the first meeting of creditors

In a compulsory iquidation on the cther hand, the function of quidator 1s, In most
cases, inthially performed not by an insolvency practittoner but by an official called the
official receiver The official receiver i1s an officer of the court and an official belonging
to The Insolvency Service In most compulsory liquidations, the official recewver
becomes liquidator immediately on the making of the winding-up order Where there
are significant assets an insolvency prachtioner will usually be appointed to act as
hquidator in place of the official receiver, either at a meeting of creditors convened for
the purpose or directly by The Insolvency Service on behalf of the Secretary of State
Where an insolvency practitoner 1s not appointed the official receiver remains
hguidator

Where a compulsory hquidation follows immediately on an administration the court
may appoint the former admiristrator to act as quidator In such cases the official
receiver does not become liquidator An admiristrator may alsc subsequently act as
hqguidator m a CVL

The liquidation committee

In a iquidaton (whether voluntary or compulsory) the creditors have the night to
appoint a committee called the hquidaton committee, with a minimum of 3 and a
maximum of § members, to monitor the conduct of the liquidation and approve the
lquidator's fees The committee I1s usually established at the creditors’ meeting which
appoints the liquidator, but in cases where a lquidation follows immediately on an
administration any committee established for the purposes of the admimistration will
continue in being as the kquidation committee

The hquidator must call the first meeting of the committee within 6 weeks of its
establishment (or his appamntment if that s later), and subsequent meetings must be
held either at spectfied dates agreed by the committee, or when requested by a
member of the committee, or when the liquidator decides he needs to hold one The
hquidator 1s required to report to the committee at least every 6 months on the
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progress of the hquidation, unless the committee directs otherwise This provides an
opportunity for the committee to monitor and discuss the progress of the insolvency
and the level of the liquidator’s fees

Fixing the liguidator's remuneration
Basis

The basis for fixing the hquidator's remuneration 1s set out in Rules 4 127 - 4 127B of
the Insolvency Rules 1986 The Rules state that the remuneration shall be fixed

» as a percentage of the value of the assets which are realised or distnbuted or
both,

* by reference to the time properly given by the hguidator and his staff in attending
to matters ansing in the hquidation, or

* as aset amount

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

Advance information where remuneration not based on time costs

Prior to the determination of the basis of remuneration, the iquidator must give the
creditors details of the work the iquidator proposes to undertake, and the expenses
he considers will be, or are likely to be, incurred However, where the hiquidator
proposes to take any part or all of hus remuneration on a time cost basis, he must
provide more detailled information in the form of a ‘fees estimate’, as explained below

Fees estimates where remuneration to be based on time costs

Where the iquidator proposes to take remuneration based on time costs, he must first
provide the creditors with detailed information in the form of a ‘fees estimate’ A fees
estimate 1s a wntten estimate that specifies —

details of the work the iquidator and his staff propose to undertake,
the hourly rate or rates the liquidator and his staff propose to charge for each
part of that work,
the time the liquidator anticipates each part of that work will take,
whether the iquidator anticipates it will be necessary tc seek approval or further
approval under the Rules, and

» the reasons it will be necessary to seek such approval

In addition, the hquidator must give the creditors details of the expenses he considers
will be, or are likely to be, incurred

Who fixes the remuneration

It 1s for the quidation committee (if there 15 one) to determine on which of these
bases, or combination of bases, the remuneration is to be fixed Where 1t is fixed as a
percentage, it 1s for the committee to determine the percentage or percentages to be
apphed Rule 4 127 says that in amving at its decision the committee shall have
regard to the following matters

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

+ the effectiveness with which the iquidator appears to be camrying out, or {o have
camed out, his duties,
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« the value and nature of the assets which the hquidator has to deal with

If there 1s no hqutdation committee, or the committee does not make the requisite
determination, the hgquidator's remuneration may be fixed by a resolution of the
creditors The creditors take account of the same matters as apply in the case of the
committee A resolution specifying the terms on which the liquidator 1s to be
remunerated may be taken at the meeting which appoints the liquidator

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

Where the hquidation follows directly on from an administration in which the iquidator
had acted as administrator, the basis of remuneration fixed in the admiristration
continues to apply in the hquidation {subject to paragraph 8 below}

Review of remuneration

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

What information should be provided by the liquidator?
General principles

The hquidator should provide those responsible far approving his remuneration with
sufficient mformation to enable them to make an informed judgement about the
reasonableness of the iquidator's request The information should be presented In a
manner which Is transparent, consistent throughout the life of the case and useful to
creditors, while being proportionate to the circumstances of the case

The hquidator should disclose

+ payments, remuneration and expenses ansing from the administration paid to the
hquidator or his or her associates,

* any business or personal relationships with parties responsible for approving the
hquidator's remuneration or who provide services to the iquidator in respect of
the insolvency appointment where the relationship could give nse to a conflict of
interest

The liquidator should inform creditors of their nghts under insolvency legislation, and
should advise them how they may access suitable information setting out their nghts
within the first communication with them and in each subsequent report

Where the liquidator sub-contracts out work that could otherwise be camed out by the
liquidator or his or her staff, this should be drawn to the attention of creditors with an
explanation of why 1t 1s being done

Key issues

The key 1ssues of concern to those with a financial interest in the level of payments
from the insolvency estate will commonly be

» the work the iquidator anticipates will be done, and why that work i1s necessary,
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» the anticipated cost of that work, including any expenses expected to be incurred
in connection with it,

+ whether it 15 anticipated that the work will provide a financial benefit to creditors,
and if so what benefit {or if the work provtded no direct financial benefit, but was
required by statute),
the work actually done and why that work was necessary,
the actual costs of the work, including any expenses incurred in connection with
it, as agamst any estimate provided,

» whether the work has provided a financial benefit to creditors, and if so what
benefit {or if the work provided no direct financial benefit, but was required by
statute)

When providing information about payments, fees and expenses, the iquidator
should do so in a way which facilitates clanty of understanding of these key 1ssues
Narrative explanations should be provided to support any numencal information
supplied Where it 1s practical to do so, the iquidator should prowvide an indication of
the likely return to creditors when seeking approval for the basis of his remuneration

When approval for a fixed amount or a percentage basis 1s sought, the liquidator
should exptain why the basis requested 1s expected to produce a fair and reasonable
reflechon of the work that the liquidator anticipates will be undertaken

Fee estimates and subsequent reports

When providing a fee estimate, the hquidator should supply that information in
sufficient tme to faciitate that body making an informed judgement about the
reasonableness of the iquidator's requests The estimate should clearly describe
what activities are anticipated to be conducted in respect of the estimated fee When
subsequently reporting to creditors, the actual hours and average rate (or rates) of
the costs charged for each activity should be provided for companson

Disbursements

Costs met by and rembursed to the liquidator in connection with the Liquidation will
fall into two categones

» Category 1 disbursements These are payments to independent third parties
where there 1s specific expenditure directly referable to the iquidation Category 1
disbursements can be drawn without pnor approval, although the lquidator
should be prepared to disclose information about them in the same way as any
other expenses Category 2 disbursements These are costs that are directly
referable to the liquidation but not to a payment to an independent third party
They may include shared or allocated costs that may be incurred by the liquidator
or ther firm, and that can be allocated to the liquidaton on a proper and
reasonable basis

When seeking approval, the iquidator should explain, for each category of cost, the
basis on which the charge 1s being made If the hquidator has obtained approval for
the basis of Category 2 disbursements, that basis may continue to be used In a
sequential appointment where further approval of the basis of remuneration 1s not
required, or where the liquidator 15 replaced

The following are not permissible as disbursements

a charge calculated as a percentage of remuneration,

an administration fee or charge additional to the iquidator's remuneration,
recovery of basic overhead costs such as office and equipment rental,
depreciation and finance charges
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Realisations for secured creditors

Where the lquidator realises an asset on behalf of a secured creditor and receves
remuneration out of the proceeds (see paragraph 11 1 below), he should disclose the
amount of that remuneration to the committee (if there 15 one), to any meeting of
creditors convened for the purpose of determining his fees, and in any reports he
sends to creditors

Exceeding the amount set out in the fees estimate

Remuneration must not exceed the fees estimate without approva! by the body which
fixed the onginal basis of the remuneration The request for approval must specify —

» the reason why the liquidator has exceeded, or 1s likely to exceed, the fees
estimate,
the additional work the iquidator has undertaken or proposes to undertake,
the hourly rate or rates the iquidator proposes to charge for each part of that
additional work,

+ the time that additional work has taken or the hquidator anticipates that work will
take,

* whether the liquidator anticipates that it will be necessary to seek further
approval, and

¢ the reasons it will be necessary to seek further approval

Progress reports and requests for further information

The iquidator 1s required to send annual progress reports to creditors The reports
must include

« detalls of the basis fixed for the remuneration of the iquidator (or if not fixed at
the date of the report, the steps taken during the penod of the report to fix it),

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

if the report 1s the first to be made after the basis has been fixed, the
remuneratton charged dunng the penods covered by the previous reports,
together with a descnption of the work done dunng those penods, imespective of
whether payment was actually made during the perod of the report,

+ a statement of the expenses incurred by the liguidator during the penod of the
report, irespective of whether payment was actually made dunng that pernod,
where appropriate, a statement —

L 4

- that the remuneration anticipated to be charged 1s likely to exceed the fees
estimate or any approval given for remuneration exceeding the estimate,

- that expenses incurred or anticipated to be incurred are likely to exceed, or
have exceeded, the details given to the creditors prior to the determination of
the basis of remuneration, and

- the reason for that excess

a statement of the creditors’ nghts to request further information, as explained in
paragraph 8 2, and their nght to challenge the liquidator’s remuneration and
expenses

Within 21 days of receipt of a progress report (or 7 business days where the report
has been prepared for the purposes of a meeting to receive the quidator's
resignation} a creditor may request the liquidator to provide further information about
the remuneration and expenses set out In the report A request must be in wnting,
and may be made either by a secured creditor, or by an unsecured creditor with the




83

10
101

102

103

concurrence of at least 5% in value of unsecured creditors (iIncluding himself) or the
permission of the court

The hquidator must provide the requested information within 14 days, unless he
considers that

+ the time and cost involved in prepanng the information would be excessive, or
disclosure would be prejudicial to the conduct of the liquidation or might be
expected to lead to violence against any person, or

« the liquidator 1s subject to an obligation of confidentiality In relation to the
information requested,

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

Any creditor may apply to the court within 21 days of the liquidator’s refusal to provide
the requested information, or the expiry of the 14 days tme hmit for the provision of
the information

Provision of information — additional requirements

The hquidator must provide certain information about the time spent on the case, free
of charge, upon request by any creditor, director or shareholder of the company

The information which must be provided 1s -

» the total number of hours spent on the case by the iquidator 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 penod for which the information must be provided 1s the penod from appointment
to the end of the most recent penod of six months reckoned from the date of the
hquidator's appointment, or where he has vacated office, the daie that he vacated
office

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

What if a creditor 1s dissatisfied?

Except in cases where there 1s a hquidation committee 1t 1s the creditors as a body
who have authonty to approve the liquidator's fees To enable them to carry out this
function they may require the hquidator to call a creditors’ meeting In order to do this
at least ten per cent in value of the creditors must concur with the request, which
must be made to the hquidator in wnting

If a creditor betieves that the hquidator's remuneration 15 too high, the basis 1s
Inappropnate, or the expenses incurred by the iquidator are in all the circumstances
excessive he may, provided certain condittons are met, apply to the court

Application may be made to the court by any secured creditor, or by any unsecured
creditor provided at least 10 per cent in value of unsecured creditors {(including
himself) agree, or he has the permission of the court Any such application must be
made within 8 weeks of the applicant receiving the iquidator's progress report in
which the charging of the remuneration or iIncumng of the expenses in question is first
reported (see paragraph 8 1 above) If the court does not dismiss the apphcation
{which it may If it considers that insufficient cause 1s shown) the applicant must give
the liquidator a copy of the application and supporting evidence at least 14 days
before the heanng
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If the court considers the application well founded, it may order that the remuneration
be reduced, the basis be changed, or the expenses be disallowed or repaid Unless
the court orders otherwise, the costs of the application must by paid by the applicant
and not out of the assets of the insolvent company

What if the hquidator is dissatisfied?

If the iquidator considers that the remuneration fixed by the iquidation committee, or
in the preceding administration, 1s nsufficient or that the basis used to fix it I1s
inappropnate he may request that the amount or rate be increased, or the basis
changed, by resclution of the creditors  If he considers that the remuneration fixed by
the hquidation committee, the creditors, in the preceding admimstration or wn
accordance with the statutory scale 1s insufficient, or that the basis used to fix it I1s
inappropriate, he may apply to the court for the amount or rate to be increased or the
basis changed If he decides to apply to the court he must give at least 14 days’
notice to the members of the committee and the cormmittee may nominate one or
more of its members to appear or be represented at the court heaning If there 1s no
committee, the liquidator's notice of his application must be sent to such of the
creditors as the court may direct, and they may nominate one or more of therr number
to appear or be represented The court may order the costs to be paid out of the
assets

Other matters relating to remuneration

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

Where two (or more) joint iquidators are appointed it 1s for them to agree between
themselves how the remuneration payable should be apportioned Any dispute
between them may be referred to the court, the committee or a meeting of creditors

If the appomnted lhquidator 1s a soliciter and employs his own firm to act in the
insolvency, profit costs may not be paid unless authorised by the committee, the
creditors or the court

If a new liquidator 1s appointed in place of ancther, any determination, resofution or
court order which was in effect immediately before the replacement continues to have
effect in relation to the remuneration of the new hiquidator until a further determination,
resolution or court order 1s made

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

There may also be occasions when creditors will agree to make funds available
themselves to pay for the liquidator to carry out tasks which cannot be paid for out of
the assets, either because they are deficient or because it 1s uncertain whether the
work undertaken will result in any benefit to creditors  Arrangements of this kind are
sometimes made to fund liigation or investigations into the affars of the insolvent
company Any arrangements of this nature will be a matter for agreement between
the hquidator and the creditors concerned and will not be subject to the statutory rules
relating to remuneration




Appendix
Suggested format for the provision of information

Professional guidance 1ssued to insolvency practitioners sets out the following suggested
format for the provision of information when seeking approval of remuneration However, the
level of disclosure suggested below may not be appropnate in all cases, and wili be subject to
considerations of proportionality In larger or more complex cases the circumstances of each
case may dictate the information prowvided and its format

Narrative overview of the case

In all cases, reports on remuneration should provide a narrative overview of the case Matters
relevant to an overview are

the complexity of the case,

any excephional responsibility falhing on the liquidator,
the hquidator’'s effectiveness,

the value and nature of the property in question

The information provided will depend upon the basis or bases being sought or reported upon,
and the stage at which 1t s being provided An overview might include

+ an explanahon of the nature, and the hquidator's own inihial assessment, of the
assignment (including the anticipated return to creditors) and the outcome {If known),

e mhal views on how the assignment was to be handled, including decisions on staffing or
subcontracting and the appointment of advisers,

« any significant aspects of the case, particularly those that affect the remuneration and
cost expended,
the reasons for subsequent changes in strategy,

» the steps taken to establish the views of creditors, particularly in relation to agreeing the
strategy for the assignment, budgeting, and fee drawing,

s any existing agreement about remuneration,
details 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,

e In a larger case, particularly if it involved trading, considerations about staffing and
managing the assignment and how strategy was set and reviewed,
details of work undertaken dunng the penod,
any additional value brought to the estate dunng the period, for which the liquidator
wishes to claim increased remuneration

Time cost basis

Where any part of the remuneration 1s or 1S proposed to be calculated on a tme costs basis,
requests for and reports on remuneration should provide

*  An explanation of the liqusdator's time charging policy, clearly stating the units of time
that have been used, the grades of staff and rates that have been charged to the
assignment, and the policy for recovenng the cost of support staff There 1s an
expectation that time will be recorded in units of not greater than 6 minutes
* A description of work carned out, which might include
- details of work undertaken during the penod, related to the table of tme spent for the
period,

— an explanation of the grades of staff used to undertake the different tasks camed out
and the reasons why it was appropnate for those grades to be used,

— any comments on any figures in the summary of ime spent accompanying the
request the iquidator wishes to make

s Time spent and charge-out summaries, in an appropnate format




It 1s useful to provide tme spent and charge-out value information in a tabular form for each of
the time penods reported upon, with work classified (and sub-divided) in a way relevant to the
circumstances of the case

Tihe following areas of activity are suggested as a basis for the analysis of ime spent

Admimistration and planning
investigations

Realisaticn of assets

Trading

Creditors

Any other case-specific matters

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

Partner

Manager

Other senior professionals
Assistants and support staff

The level of disclosure suggested above will not be appropnate in all cases, and
considerations of proporhonality will apply

» where cumulative time costs are, and are expected to be, less than £10,000 the liquidator
should, as a mimimum, state the number of hours and average rate per hour and explain
any unusual features of the case,

s where cumulative time costs are, or are expected to be, between £10,000 and £50,000, a
time and charge-out summary similar to that shown above will usually provide the
appropnate level of detail (subject to the explanation of any unusual features),

» where cumulative time costs exceed, or are expected to exceed, £50,000, further and
more detalled analysis or explanation will be warranted




