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Recovery and Reorganisation
Grant Thornton UK LLP

H C S Drain Services Limited roewnros

116 Quayside

- in Administration (the NEraDY o
Company)

Joint Administrators’ progress report for the
period 9 April 2018 to 8 October 2018

Prepared by: Christopher J Petts, Joint Administrator

Contact details: Should you wish to discuss any matters in
this report, please do not hesitate to
contact Suzanne Blakey on 0191 203
7789



1 Executive summary

« This progress report for the Company's Administration covers the penod from 9 April 2018 to
8 October 2018.

« Our proposals were approved an 14 December 2017 by deemed consent.

s The key work done in the period was: reporting to the secured creditors, updating employee clams
following receipt of proof of debt from The Insalvency Service and statutery matters including
abtaining fee approval and extension of the Administration.

+ The return to the unsecured creditors is estimated at 30p in the £ (Section 3 — Dividend prospects).

s The Administration i1s currently due to end on 9 October 2019, It 1s anticipated that this matter will
take a further ten months to be completed and for a dividend {0 unsecured creditors be paid. After
this process 1s complete we will move the Company to dissolution,

Christopher J Petts
Joint Administrator

7 November 2018




2.1

2.2

2.3

2.4

Progress to date

Progress since our report dated 4 May 2018

As detalled in the Administrators' proposals dated 30 November 2017, the Administrators’ strategy was
to pursue the objective of realising assets for the benefit of preferential and secured creditors.

The main work carried out in the penod since our previous report has been:

« reporting to the secured creditors

+ updating employee claims following receipt of the proof of debt from The Insolvency Service

« statutory matters including obtaining fee approval and approval regarding extension of the
Administration from the secured and preferential creditors, circulars to creditors regarding fee
estimate and also advising of the extension of Administration

all of which is reflected in the SIPS information {(Appendix B)

Dividend distributions have not, as yet, been made and the case has not been progressed to closure.

We have now received the outcome of the Employment Tribunal (ET) Hearing which was held on
1 October 2018, but awatt further documentation from The Insolvency Service. Once this has been
received we will look to advertise for creditor claims and commence the dividend distribution process.

Trading

As you will note from the SIP9 information at Appendix B a small amount of tme has been charged to
trading. Whilst the Company ceased trading on the day of appointment (g October 2017) time was
incurred on site at the Group Head Office by the Admimistrators’ staff effecting an orderly wind down of
the business.

Extension of the Administration

The duration of an Administration i1s restricted to twelve months from the date of commencement, unless
it is extended with the pemmission of the creditors or the Court.

Creditors were advised on 4 October 2018 that a twelve month extension to the Admimistration had
been approved by the secured and preferential crediters. The extension was requested as the ET had
yet to make a Judgment in respect of the Protective Award (PA) clams. A Hearing had been scheduled
by the ET for Monday 1 October 2018, and therefore, the outcome would not have been known to allow
the case to have been closed ahead of the twelve month anniversary of appaintment

Realisation of assets

As advised In the previous progress repart all assets have now been realised




3.1

3.2

3.3

Creditors

Secured creditors

HSBC Bank plc was granted a fixed and floating charge debenture over the Company’s assets on

15 July 2010. HSBC Bank plc was also granted a fixed charge chattels mortgage over the Company’s
assets on 6 July 2015. At the date of Administration the total balance due, secured by the debenture
and chattels mortgage, was £5,569,245.

Merno Industries Ltd (as Security Agent) was granted a fixed and floating charge over the Company's
assets on 28 July 2017, At the date of Administration, the balance due secured by this charge was
£1,000,000.

DLA Piper UK LLP was engaged to provide legal advice to the Administrators on the validity of the
security. No 1ssues were dentified.

To date, a distribution of £45,000.00 has been paid to HSBC Bank plc under its security. There Is likely
to be a shortfall to the secured creditor.

There will be no funds to enable a distnbution to Merino Industries Ltd, whose security ranks behind that
of HSBC Bank ple.

HSBC Equipment Finance (UK) Limited had a hire purchase agreement for two assets. These have
been realised and a distnbution of £34,000 has been paid to HSBC Equipment Finance (UK) Limited
under the agreement. This creditor has been repaid in full.

Preferential creditors

Preferential creditor claims consist of employee clams for wages and holiday pay, up to certain
statutory limits. A significant element of these claims will be subrogated to the Secretary of State,
following payment of claims by the Redundancy Payments Service (RPS).

There were 29 employees at the date of appeintment, all of whom have subsequently been made
redundant.

The estimated preferential claim is £19,144.21.

We estimate that the preferential creditors will be paid a dividend of 100p in the £. Payment of a
dividend to the preferential creditors is estimated to take place in the next couple of months.

Prescribed part — unsecured creditors

In accordance with section 178A of the Insolvency Act 1986, a prescribed part i1s to be set aside from
the floating charge assets and made available to the unsecured creditors of the Company The
prescribed part calculatian i1s applied to the net property avallable and is calculated at 50% of the first
£10,000 of net realisations and 20% of all further amounts, up to a maxmum prescribed part of
£600,000.

We calculate the prescribed part at £28,625, which would represent a 30p in the £ dividend to the
unsecured creditors based on the creditor balance in the statement of affairs prepared by the directors.

The statement of affairs prepared by the directors detalls 41 unsecured creditors totaling £78,551

The abave figure does not include employee claims




4.1

Investigations into the
affairs of the Company

Statutory investigations

As advised in our report dated 4 May 2018, based on the outcome of our Investigations into the affairs
of the Company to date, there are no matters identified that need to be reported to the creditors
However, we would be pleased to receive from any creditor any useful information concerning the

Company, its dealing or conduct which may assist us.




5 Fees and costs

51 SIPS disclosures

For information regarding payments, remuneration and expenses to us or our associates, please refer to
the respective ‘Statement of Insolvency Practice 9 disclosure' at Appendix B to this report, which covers.

«  pre-appointment costs

+ fee basis

* work done by us and our team during the penod

+ hourly charge out rates

« disbursements and expenses

*  sub-contracted out work

« payments to associates

» relationships requinng disclosure

s information for creditors (rights, fees, committees)




6.1

6.2

6.3

6.4

Future strategy

Future conduct of the Administrators

We will continue to manage the affairs, business and property of the Company in order to achieve the
purpose of the Administration. This wiil include but not be limited to.

= payment of Administration expenses, including our remuneration

s agreeing the claims of the preferential and unsecured creditors and payment of dividends,

+ paying a final distnbution to the secured creditor

finalisation of the Company's tax affairs, including completion of corporation tax and VAT returns
and settlement of any liabilities, and

complying with statutory and compliance obligations

It 1s estimated that the Administration will take approximately ten months to be concluded due to:
+ Finalisation of the RPS’s clam following the ET’s Judgment in respect of PA

Payment of a distribution to preferental creditors

Payment of a prescribed-part distnbution

Exit from Administration

Onece all matters have been concluded, the Administrators will progress the case to closure. As per the
Administrators' proposals, it is proposed that the Administration will end by the Administrators filing a
notice to dissolve the Company.

Discharge from liability

As there are insufficient funds to make a distribution to creditors other than by virtue of the prescnbed
part, we will seek a resolution from the secured and preferential crediters in order to abtain our
discharge from liability

Future reporting

The date of our next report tc creditors Is anticipated to be by 8 May 2018.




A Abstract of the Administrators’
receipts and payments

From 9 October 2017 to 8 October 2018

From

Receipts

Fix¢d Charge
Plant & Machinery 65,500.00 95,500.00 - 95,500 00
Fixed Charge VAT on sales 19,100 00 - 19,100 00

Floating charge

Plant & Machinery 83,250 00 74 101 00 - 74,101 00
Book Debts §7,750.00 145,965.06 - 145,965.06
Misc Fioat Receipts 562.78 - 562 76
Vehkle Licence Refunds 1,053 75 - 105375
VAT on Sales 13,384.20 - 13384 20
349.666.77 - 349,866.77
Payments
Fixed Charge
Agents/Valuers Fees 1,255 88 - 1,255.88
Bank Charges - 59 50 58,50
Joint Administranrs' Remuneration - 9,550 00 9,550.00
Joint Adminisraiors' Disbursements - 535 48 535,48
Fixed Charge VAT on Purchases 25118 2,017 09 2,268.27
HMRC - Fxd VAT received/pad - 18,848 82 18,848.82

Distributions to Secured Creditors
HSBC Eupment Finance (UK) L 34,000.00 - 34.000 00
HSBC Bank pic - 45,000.00 45,000.00

Flaating Charge

Heat & Light 5717 - 57 17
PAYE/NI 2,396.44 - 2,396 44
Net Wages 4,202.48 B 4,202 48
Agents/Valuers Fees 974,47 B 874 47
Legal Feas - 4,684.48 4,684.48
Professional Fees 1,485 00 - 1,485.00
Re-Direction of Mail 980 00 - 980.00
Statutory Adverising 88.70 - 8870
Insurance of Assets - 373280 3,732 80
Bank Charges 83,14 76 40 138 54
VAT on Purchases 510 48 926 90 1,437.28
HMRC - VAT recewed/pad - 12,873.72 12,873.72
45,254 94 08,305 17 144,560, 11
Net Receipts/(Payments) 303,411.83 (98,305.17} 205,106.66
Mada up as follows
Fixed Current Account 3,082.07
Floatng Current Account 202,024 59

205,106.66
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C Statutory information

Company Information

Company name

H C S Drain Services Limited

Date of incorporation g May 2003
Company registration number 04758344
Former trading address Cramlington Road
Dudley
Cramlington
Northumberland
NE23 7PR
Former registered office As above

Present registered office

4 Hardman Square
Spinningfields
Manchester

M3 3EB

Administration information

Administration appointment

The Administratioh appointment granted in the
High Court of Justice, Business and Property
Court, 897 of 2017

Appointor

the directors

Date of appointment

9 Qctober 2017

Joint Administrators' names

Christapher J Petts
Dawd J Dunckley

Joint Administrators’ address(es)

Rotterdam House, 118 Quayside, Newcastle
upon Tyne, N&1 3DY
30 Finsbury Square, London, EC2P 2YU

Purpose of the Administratian

Achieving a better result for the Company's
creditors as a whole than would be likely If the
Campany were wound up

Estimated values of the Net Property and
Prescribed Part

The company’s Net Property is estmated to be
£128,123. The Prescribed Part 1s capped at the
statutory maximum of £600,000

Prescribed Part distrnibution

The Joint Administrators do not intend to apply to
Court to obtain an order that the Prescribed Part
shall not apply

Therefore, the Joint Administrators intend to
make a distribution to the unsecured creditors

Functions

_ all of them

In accordance with paragraph 100(2) of Schedule
B1 to the Insolvency Act 1988, the functions of
the Administrators are to be exercised by any er

Current éd;ﬁlnistratial?ibl_ry date

9 October 2019




D Definitions

ET Employment Tribunal

PA Protective Award

RPS Redundancy Payments Service
CVL Creditors’ Voluntary Liguidation

VAT Value added tax




E Notice about this report

This report has been prepared by Christopher J Petts, the Joint Administrator of H C 8 Drain Services
Limited — in Administration, solely to comply with the Joint Administrators’ statutory duty to report to
creditors under the Insolvency (England and Wales) Rules 2016 on the progress of the Administration,
and for no other purpose. It 1s not suitable to be relied upon by any other person, or for any other
purposes, or In any other context.

This repaort has not been prepared in contemplation of it being used, and is not surtable to be used, to
inform any investment decision in relation to the debt of or any financial interest in the Company

Any estimated outcomes for creditars included in this report are illustrative only and cannat be relied
upan as guidance as ta the actual outcomes for creditors.

Any persans choosing to reky on this report for any purpose or in any cantext other than under the
Insolvency (England and Wales) Rules 2018 do so at their own nisk. To the fullest extent permitted by
law, the Joint Administrators da not assume any liability in respect of this report to any such persan

Christapher J Petts and David J Dunckley are authonsed in the UK to act as Insolvency Practitioners by
the Insalvency Practitioners Association.

The Joint Administratars are bound by the Insolvency Code of Ethics.

The Joint Administratars act as agents for the Company and contract without personal liability. The
appointment of the Jaint Administrators are personal to them and to the fullest extent permitted by law,
Grant Tharnton UK LLP does not assume any responsibility and will not accept any liability to any
person In respect of this report or the conduct of the Administration.

Please note you should read this progress report in conjunction with the Joint Administrators’ previous
progress reports and proposals 1ssued to the Company’s creditors, which can be found on the Grant
Thornton portal. Unless stated otherwise, all amounts in this progress report and appendices are stated
net of VAT, For definitions of abbreviations please refer to Appendix D.
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