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1. Glossary

the Chanty 4Children, 4Children (Trading) Limited, 4Children (Direct) Limited, 4Children
{Gloucestershire) Limted, 4Children (Plymouth) Limited, 4Children
{Warcestershire) Limited

4Children or Entity 4Chldren, a private company limited by guarantee
Tradmgor Entity  4Chidren (Tradng) Limted
Direct or Entity 4Children {Direct) Limited

Glaucestershare or Entity  4Children {Gloucestershire) Limited

Plymouth or Entity *4A(Eh1ldren (Plymouth) Limited
Woarcestershire or Entity  4Children (Worcestershire) Limited
AFC Action for Children

the joint adrmimstrators Adam Henry Stephens, Finbarr Thomas O Connell and Andrew Stephen McGill

SIP Statement of Insolvency Practice (England & Wales)

jAB6 7!nsolvency Act 1986

If preceded by 5 this denotes a section number

Sch B1 Schedule B1 to the Insolvency Act 1986
If preceded by P this denotes a paragraph number

If preceded by R this denctes a rule number

SOA ’Statemen_t of_ Affairs
ETR Estimated to realise
CVA Company Voluntary Arrangement
‘A(ZVL—— T "____"Eré&TEo?é iloluntar; qumdaao—n T o
HMRC HM Revenue & Customs
QFCH Qualifying Floating Charge Holder - a secured creditor who has the power to
appoint an admimstrator
RPS Redundancy Payments Service
SGWEBC  Smith & Willamson Employee Benefits Consultancy, a division of Smith &
willlamson Financial Services Limited
—‘SEWFSWL  smthe Wﬂhamso;Fl_r-\aﬂcaal Services Limited e T
HSBC HSBC Bank Plc
_?SE_— T o FSE Social Impac_t A&celerator leltegﬁ o
EMT Executive Management Team

4Cmldren (in admimstration)




Abbreviation Description

TUPE Transfer of Undertakings (Protection of Employment) regulations

Barnardo’s Barnardo's Children's chanty, a company imited by guarantee

Note The |A86 and IR86 have been sub]ec?to a number of mgmﬁcaﬁt amendments since their original 1ssue,
mcluding a number of substantial and important changes in Apnl 2010 and October 2015  References to 1A86
and IR86 in this repart are to the legislation as 1t applies to this case
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2.

Introduction

We, Adam Henry Stephens, Finbarr Thomas O'Connell and Andrew Stephen McGill, of Smith & Willlamson LLP, 25
Moorgate, London, EC2R 6AY and licensed insolvency practitioners, were appointed joint admmstrators of the
Chanty on 31 August 2016

This report sets out our proposals in respect of the administration of the Chanity and 1s 1ssued 1n conjunction with SIP
16 which sets out detailed information in respect of the pre-packaged sale of the Chanty's business and assets

Appendix | contains information 1n respect of the Chanty and the joint admimistrators that 1s required under the
1AB6

Appendix VIl contains our SIP 16 statement

This report has been prepared on a consolidated basis and relates to atl s1x legal entities and the farecast outcome
for the various classes of creditors has been prepared on this basis also

This report 1s prepared to the 2 Septemnber and, therefore, only covers a post appointment penod of 2 days We are
n the process of requesting SOA's for each entity from the appropriate director and compiling further, relevant
financial information.

We are presently unable, therefore, to forecast the outcome for each class of creditor on an entity by entity basis
This information will be reparted to creditors as part of our next report

Key points

¢+ We were appointed joint adimimstrators of the Charity on 31 August 2016 by the directors of the Chanty
» Both of the QFCHs, HSBC and FSE, consented to our appointment

¢ The objective of the admmstration s as in P3{1)(b) Sch B1, namely achieving a better result for the Chantys
creditors as a whole than would be likely 1f the Chanty were wound up (without first being 1n administration)

* Apre-packaged transfer of a majonty of the Charity's business and assets was completed on 31 August 2016, to
another chanty, being AFC  The remainder of services were taken back 1n-house by the relevant local authonty
or transferred (at the local authonty’s request) to another provider Full details of this transfer are provided at
Appendix Vi

+ The admimstrators’ strategy was to maximise realisations 1n to the estate, whilst also mitigating preferential
and unsecured employee claims by effecting a TUPE transfer of some 1,022 employees Should the transfer not
have taken place, the likely alternative woutd have been the immediate cessation of all senices and
redundancies for all employees Of these 769 were transferred to AFC and 253 to other orgamisations 46
redundancies were made by the Chanty shortly before the appointment of admmistrators

«  Prior to the date of admmnistration, there was a consolidated credit balance at HSBC of £327,331 21, which was
transferred to a designated ‘Re’ account operated by Smith & Willamson

« Approxamately 31,300 children regularly attended the Chanty’s chitdren centres, which have been maintained
by virtue of the transfers In additian, 3,200 nursery places have been saved, In excess of 4,500 places secured
at young people centres and 2,000 disabled children and young people are still able to regularly attend activities
previously run by the Chanty

« There are twa secured creditors HSBC effected set-off under the terms of their secunty prior to the
administration and FSE are owed circa £500,000 FSE are bikely to suffer a shortfall on their secunty

¢ Total preferential creditor claims are estimated at £21,620.50 and are expected to be repaid in full.
Ordinary unsecured creditor claims are believed 1o be i the region of £4 3m across all entities within the
Chanty group

+ Based upon present information, there 1s expected to be a distnbution by virtue of the Prescnbed Part (see

Sectwon 8.3 for full details) to unsecured non-preferential creditors for some {or possibly all) of the six
indmidual entitfes within the 4Children group

¢ The estimated average forecast dividend rate for the ordinary unsecured ¢reditors 1s 0 019p in the £ based upon
forecast claims that may be received  However, this rate may not be applicable to creditors of each Entity
because there remain significant uncertainties over the atlocation of recovenes between individual Entity
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estates This uncertainty denves from the Chanty’s accounting treatment {for instance) for the recaording of

trading 1ncome and incomplete fixed asset information

s We do not believe there is sufficient praperty to enable us to pay a dividend to unsecured creditors (other than
by way of the Prescnbed Part) and have made a statement pursuant to $52(1)(b} Sch B1 accordingly A meeting

of creditors 1s, therefore, not being called

¢ If 10% or more by value of the Chanty’s creditors wish us to call a meeting, details of the process are covered n
section 16 below

s«  We will be seeking approval of the basis of our remuneration and disbursements as set out at section 14 of the
pre-appointment costs and expenses as set out 1n section 13 from the secured creditors (HSBC & FSE) and the

preferential creditors in due course

+  We will also be seeking approval of our discharge from liabiity from the secured and preferential creditors
1n due course

«  Our proposals will be deemed to be approved eight business days after their dispatch to creditors if we do not

recewve a valid request far a creditors’ meeting

Overall, this pre-pack and transfer of operations has been a very big exercise and we thank the many
stakeholders for their help

Background to the administration

The Charity existed to promote the care and education of children 1n need of care out of school hours and school

holidays 1n the interests of their social welfare with the object of improving their welfare and conditions of life The

Chanty carned out these abjectives through.

« The provision of children’s centres, youth serices, childcare services and targeted services These services
were provided 1n more than 100 settings across the Umted Kingdom,

e« An extensive programme of traiming and education for professionals workang 1n the early years and childcare
sector; and

+« Commissioning and carrying out research to influence strategy and national policy

The incorporation dates and company number far each respective entity 1s set out below

Company

Number

Incorporation
Date

Comments*

4Children 1789253 6 February 1984 | This 15 the ultimate parent company of the group |t 15 a company
limited by guarantee (as distinct from being imited by share capital,
which all the other compames 1n this table are) Some trading
activity was undertaken through this company

Trading 2433565 18 October 1989 | Some trading activity was undertaken through this company

Direct 5133622 20 May 2004 Some trading activity was undertaken through this company

Gloucestershire | 8443101 13 March 2013 Trading actvity pertaiming to work with Gloucester locat authonty
was broadly undertaken through this company

Plymouth 9164390 6 August 2014 Trading activity pertaining to work with Plymouth lacal authonty was

broadly undertaken through thhs company

4Chidren (in adminmistration)




Worcestershire 8856474 22 January 2014 | Trading activity pertaimng to wark with Worcester local authonty
was broadly undertaken through this company

*The prectse trading, accounting and contractual refationships invelving each company, other group companies and external (ta the group)
counterparties rematn opaque

We set out below a group structure for the Chanty for your information

4Children Group Structure

{as at 16/06/16)

iChidren (Co Lid by guaramtsa) # 31783253
Chanty 7 283285

Fargham Cemmumity
AChixdrwn {Tiading) Lad pacmership LLP (Dazignatea
Ty sutsidinry? 2 QRE33565 memberaj
L CLIF3T1a

AChideen (Flymouth} Lid ;
#Childien (Worcosiershlee] Ltd - g AChildren (Oirecd) btd
10T suisldiary) 2+ O885EIT4 OGS supmigry) ¥ (WIG4390 (1059 sunsidiary) # G367

Tha Childran's Fannecship Lid
(Co Lid by guardivtes} HChAdre {Ghoucwstrrhice)
#00449247 Lixi
2 cquet 11 guaraidord 0T {1055% néevialary] 2 0843101
(Orect) Lin @ Nevonal Chaigrens
Bursxu)

Creditors will note that there are 2 companies within the structure that are not mentioned n this report  For the
avondance of doubt and to the best of our understanding, neither The Chitdren’s Partnership or Fareham Community
Partnership LLP are subject to any formal insolvency proceedings and we confirm that we have no authority m
relation to these 2 companies

Like many other orgamsations operating in the Not for Profit and public sectors, the Chanity had come under
considerable budgetary pressure aver the last coupte of years Hawever, the Chanty had managed to increase 1ts
revenue by secunng additional locat authority contracts which helped to alleviate the general downturn n spending
n their sector However, over the last 18 months, a reduction 1n funds from the Local Authorities and loss of key
contracts led to a detenorating financial position

Around May 2016, the Chanty’s management receved notification that a substantial contract with a local authonty
would not be renewed  Unfortunately, this contract was the Chanty's most profitable service agreement and went
a considerable way to cover losses made in different areas of 1ts business The loss of this contract forced the
Chanty's Executive Management Team (“EMT™) to re-assess the Chanty's financial forecasts and on-going trading
and n this regard, they obtained professional advice about the financial options availlable to the Chanty’s and its
future At the same time, the EMT also undertook a cost saving exeraise, together with efforts to secure alternative
revenue streams
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During this period the EMT became aware that their fund raising and new contract seeking efforts rmght prove
unsuccessful  As a result they undertook exploratory discussions with AFC for the wholesale transfer of all activities
to AFC This included the wmtial possibility of AFC assurming the financial obligation to certain of the Chanty’s
secured tenders (being HSBC and FSE) However, this aspect of the transfer did not proceed ta fruition
Furthermore, AFC subsequently concluded that they were not willing to accept transfer of all services {and there
were sigmficant discussions about the precise constituency of services which they were willing to accept)
Therefore, a bnief marketing campaign coupled with discussions with relevant local authontres was undertaken to
identify alternative possible acquirers

After seeking further professional advice during August 2016, the Chanty’s trustees and EMT commenced steps to
place the Chanty into admimistration as part of a pre-packaged transfer of services to AFC and others

Notice of intention to appoint joint admimstrators was filed 1n the High Court of Justice, Chancery Division,
Companmies Court on 25 August 2016 by the directors The 1ssuing of a notice of intention to appoint had been due to
HMRC wndicating that it would seek to wind up the Chanty {all 6 Entities formed part of a VAT group) for non-
payment of the significant VAT arrears This was subsequently served on the holders of qualifying floating charges
(being HSBC & FSE), who pravided their consent ta the joint admimistrators’ appointment

On 31 August 2016 the Charnity’s employees were formally informed that joint admmistrators would be appointed
that day Followmng the appointment, a small number of key staff have been retained to assist the jownt
admimistrators with their strategy  Of the employees, 1,022 have been transferred to AFC or other orgamsations and
46 made redundant

Purpose of administration and
strategy

The joint admimistrators must perform thewr functions with the objective of

= rescuing the company as a going concern, or

» achieving a better result for the company's creditors as a whole than would be likely 1if the company were wound
up {without first being in administration}, or

+ realising property m order to make a distnbution to one or more secured or preferential creditors

We do not believe that the first objective can be achieved n this instance on the basis of the Chanty’s pressing
cash-flow 1ssues and substantial short and long term babilities, and there 15 no prospect of sufficient funds being
raised to resolve this position

We believe that the second objective witl be met on the basis that realisations from admimistration will sigmficantly
exceed what would have been achieved 1n liquidation, which wtl enhance the return to all creditors  Should the
Chanty have ceased to trade, 1t 1s likely that recovenes from debtors would have been matenally eroded by the
immediate cessation of the services This, along with the extensive redundancy costs, would have significantly
reduced the funds available to the unsecured creditors

The tiird objective will also be achieved, as we anticipate that the preferential creditors will be paid 1n full, which
may not have been possible had the administration not taken place

Section 7 of this document provides details of the actions taken to date n pursuit of our strategy for the
admimistration and section 10 details cur proposals to achieve the purpase of the administration and to bnng 1t to a
conclusion 1n due course
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7.1

Joint administrators’ receipts and
payments

To date, the only receipt recewved 15 In respect of the consolidated credit balance held at HSBC These funds were
rermitted into a chient account operated by this firm on 30 August 2016 and tatal £327,331 21 As noted 1n Section 7
below, a recancihation exercise s required to ensure that the funds are allocated to the correct Entity and
therefore reatisations of this nature do not appear on the joint administrators’ receipts and payments account

Further, the funds paid by AFC n relation to the pre-pack transfer are presently held by Russell Cooke
At the time of reporting, no other realisations have been received

Although we are obliged to append copies of our receipts and payments accounts to this report, on the basis that
they do not contain any information, none are attached

Conduct of the administration

Pre-packaged sale

The majonty of the business and assets of the Chanty was transferred to AFC on 31 August 2016 There 1s no
assoclation between the Chanty and AFC and they do not share any common Trustees or management The AFC
transaction took place on 31 August 2016  The assets can be descnbed as -

s Plant & Equipment pertaining to nursenes,

+ A dedicated website, referred to as the Foundation Years website,

+ Nursery and related services contracts which were apportioned together (by wvirtue of their contractual
history) into 17 groups,

The consideration paid was £53,520, which was paid in full on 31 August 2016 These funds are currently held in a
client account by the admimistrators’ solicitors, Russell Cooke The cansideration was apportioned as follows -

Nursery and related contracts -service continuity 17
deeds {£1 for which there are 17)

Global licence to occupy the related premises 1
Beneficiary data and beneficiary database 1
Employee data and beneficiary database 1
Plar;t & Equipment (£1,500 pe;r:L;r—sery_sTte g;vgzh— T 435&{““ S
there are 29)

Webste T _“13,066 T
Total 53,520

The pre-packaged transfer was not part of a wider transaction  The consideration will be allocated to the relevant
legal entity within the Chanty group As ighlighted above the majonty of the cansideration relates to plant and
equipment The accounting records in respect of these assets are insufficient to allow an obvious allocation it
would not be commercially logical to undertake a full audit to allocate the precise split, therefore an equitable split
will be undertaken based on existing asset register information
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7.2

Sanderson Weatherall approved the proposed transaction as the best one and averall the joint administrators
confirm that that the pre-packaged transfer of the Chanty’s assets enables the statutory purpose to be acheved and
that the sale price achneved was the best obtainable in all the circumstances

Following the completion of the pre-packaged sale of the Chanty’s business and assets on 31 August 2016, to AFC,
the jont admimistrators are abliged to provide information on the sale pursuant to the requirements of SIP 16, Pre-
packaged Sales in Admimistration

In respect of each Entity we set out below what has happened to the business (such that 1t was)

Entity Name Action taken in relation to the business

4Children Certain assets, contracts and employees transferred to AFC by

virtue of the pre-packaged sale Some contracts etc taken back
n-house by the Local Authonty

Trading Certain assets, contracts and employees transferred to AFC by

virtue of the pre-packaged sale Some contracts etc taken back
n-house by the Local Authonty

Direct

Certan assets, contracts and employees transferred to AFC by
virtue of the pre-packaged sale Some contracts etc taken back
in-house by the Local Authonty

Gloucestershire | Taken back 1n house by the Local Authonty

Plymouth Transferred to Banardo’s upon the request of the Local Authonty

Worcestershire Certain assets, contracts and employees transferred to AFC by

virtue of the pre-packaged sale Some contracts etc taken back
in-house by the Local Authonty

The activities pertaining to achieving the transfers were very extensive Some of the work 1s descnbed 1n the SiP16
disclosure (see Appendix VIl) We make the following further comments

There were extensive negotiations with the various local authonties as to the terms of the transfer to AFC
{and many service contracts were altered),

Extensive logistical preparations for the transfers, including the provision of employee, accounting, trading
and regulatory information,

Substantial work regarding compliance with employment regulations (in terms of TUPE and redundancy
notification),

Liaising with certain government bodies such as Ofsted, the Chanty Commission and the Department of
Education, and .

Discussions were undertaken with certain landlords

Overall these transfers have involved sigmficant effort and support by varnous stakeholders (eg staff and Local
Authonties) We thank them for their support

Retained Team

The joint administrators have retained a small team to provided cnitical ongoing financial and administrative
functions to include, but not limited to, the fotlowing -

»

Preparation, subrmssion and 1ssue of P45s,
Updating all debtor information and collating outstanding invoices and statements for the Chanty,

Provision of cntical information in relation to the pension providers to allow claims for outstanding pension
contributions to be made,

4Chiidren (1n admimstration) 10 I '



7.3

7.4

7.5

7.6

. Prowision of employee information to AFC and other parties following the TUPE transfers,

. Provision of information to ERA to assist with the redundant employees claims process,
. Updating the purchase ledger, to try and capture all potential creditors,

. Reconciling the Chanty’s bank accounts,

. Collating sensitive data and supporting the transfer to vanous parties,

. Supporting the smooth transition of services between the Chanty and various parties,

The retained team have also maintained the criticat financial records to assist the admimistrators in the ongoing
nvestigations

As part of the retained team, the joint admmstrators’ retained the services of the [T consultant who has been
instrumental to maintaining the IT senaces

Cash at Bank

Priar to our appointment, £327,331 21 was remitted by HSBC to a designated ‘Re’ clhient account operated by this
firm

In addition to this, £107,084 was held 1n the Chanty’s HSBC accounts at the date of appointment We have written
to HSBC to notify them of our appointment, request that the credit balances are paid over and that the accounts
remain open to facilitate to the ongoing ccltection of the Chanty’s debtors

The Chanty operated individual accounts {in some cases several accounts) for each Enbity The joint adminmistrators
have undertaken an 1mtial review of the most recent balances and, 1n conjunction with the EMT, formed a view of
where these credit balances should be allocated This exercise wilt be completed over the course of the next week
or so and reported to creditors 1n future reports

Fixtures & fittings

As set out 1n the joint administrators’ SIP 16 report, there are a number of cngoing negotiations in relation to the
Chanty’s fixtures & fittings The joint administrators’ anticipate further realisations in this regard and will report
further to creditors with their next report

Leasehold premises

The Chanty’s operated from their leased head office at 5 Greenwich View Place, Isle of Dogs, London E14 9NN
Sanderson Weatherall are undertaking a review of the lease to determine whether there 1s any value to the
administration estate  1t1s understoad that the lease has less that 18 months to run and, whilst Sanderson
Weatherall’s review 1s yet to be concluded, 1t is unlikely that there will be any realisable value In the lease

Book debts and other receipts

The prnincipal asset remaining to be realised is the sales tedger, which for the purposes of the EQS 15 estimated to
realise £205,041

A key part of the wmitial strategy related to the protection of the Chanty's debtors The admimistrators have
retained a small team n the head office to ensure, amongst other things, that atl invoicing 1s brought up to date and
have also started the process of pursuing the outstanding debtors As at 2 September 2016, only mimimal recovertes
have been made in the sum of £9,729, but 1n view of the imited penod of time elapsed since our appointment, this
is not unexpected
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81

8.2

Far the sake of clanty, the book value stated above is only an estimate of the total amount due to the Chanty and
duning the course of the next few weeks we will undertake a review of the ledger and will ensure that the book
values and any carresponding receipts are allocated to the correct legal entity of the Charity

Other steps taken since appointment

We summarnise below the other key matters that we have dealt wath since our appointrment  We have

¢ Completed the pre-packaged transfer of the majonty of the Chanty’s activities to AFC

» Responded to Press enguires as appropriate

+ Negotiated arrangements with the Landlord regarding continued occupation of the premises as necessary,
s  Arranged security for the premses,

« Retained a small number of employees to produce financial information for the joint admimistrators and to
ensure a smooth transition to the new operators of the nursenes, children’s centres etc ,

» Liaised with the Charity's former bankers (subject to any ongoing receipts from debtors into that account) to
realise the various credit balances,

+ Worked with our claims agent, ERA, to arrange the submission of staff claims to the RPS and to resolve quenies
ansing;

+ Isolated and recovered records of the Chanty where required for the purposes of the admimstration,
s Liaised with the Chanity Commssion n relation to the reasons for the Chanty’s demise,

» Notified OFSTED and other regulators that the Chanty has entered administration, and

« Liaised with creditors whose claims are, potentiatly, subject to retention of title

Financial position at the date of
administration

Estimated financial position of the Chanty

Formal requests to the directors for the submission of a SOA have not yet been made and therefore not yet recetved
and available for incluston wath this report. In the absence of a SOA from the directors, IR86 states that we should
provide details of the estimated financial position of the Chanty as at 31 August 2016, together with a bist of
creditors’ names and addresses, details of their debts and, where applicable, details of any secunty held by them

As stated above, the Chanty’s accaunting information 1s not accurate and fails to 1dentify the assets and Lhabilities
held and owed by, the separate Entities Further, 1n view of the imited penad of time elapsed since our
appointment, we have not been provided with details of the Entities’ respective asset and liabilities and as such,,
unable to provide this mformation However, we have obtained a schedule of the Chanty’s iabilities, which 15
attached at Appendix VI

This information has been taken from the Chanty’s records but has not been subject to any audit

Charges and secured creditors

Prior to the appointment of admimstrators to the Chanty, HSBC held a fixed and ftoating charge over the Chanty’s
assets However, 1n view of the net credit balance hetd at HSBC they are no longer a creditor and In view of this,
the directors have filed the appropriate documentation at Companies House to rernove the charge

4Chtdren (in admimistration) 12 I,



8.3

FSE hold a debenture confernng fixed and floating charges over the Chanty’s assets At the date of the
administration, the amount awed to FSE was £500,000 Interest continues to be added until the Liabiity has been
paid n full

Fallowing completion of the pre-packaged sale of the business and assets referred to in section 7.1. No funds have
yet been paid to FSE under the terms of 1ts’ debenture, but 1t 15 anticipated that a payment on account will be made
as soon as possible, but only once the validity of their secunty has been venfied by our legal advisors

A summary of the secunty granted by the Chanty 15 shown below

Paid to
Chargeholder Type of charge date

£
HSBC Bank pic' Fixed & Floating 9 August 2012 N1l Nil
FSEISomal Impact Accelerator  Fixed & Floating 9 Octaber 2014 500,000 Nit
Ltd
National Westrminster Rent Deposit Deed 9 November 2012 Mil - the thl
Bank PLC?
Totals 500,000 MNil

NOTES

1 There was a substantial consolidated credit balance held at HSBC as at the date of appointment of the joint
adrmimstrators and 1n view of this, thew charge (over all of the Entities) has been satisfied but not yet
formally recorded at the Registrar of Compames

2 As at 31 August 2016, FSE were owed £500,000. FSE hold the benefit of cross guarantees from all Entities
except Plymouth and their secunty ranks below that held by HSBC.

3 It s understood that tins 15 an old charge that was satisfied pnor to the appointment of admimstrators but
not formally recarded at the Registrar of Compames Steps will be taken to have this charge removed 1if
our understanding 1s correct

Prescribed Part

Where a company has created a floating charge on or after 15 September 2003 Section 176A of the Insolvency Act
1986 makes provision for a share of the company’s net property to be set aside for distnbution to unsecured
creditors 1n prionty to the floating charge holder The Chanty’s net property 1s the balance that remains after
preferential creditors have been paid and which would then otherwise be available for satisfaction of the claims of
any holder of a debenture secured by a floating charge The funds are referred to as the Prescrbed Part.

The amount of the Prescribed Part 15 calculated as follows

« 50% of the net property up £10,000, plus
+ 20% of the net property over £10,000
e up to a maximurn Prescribed Part of £600,000

As stated above, the Chanty granted a floating charge to FSE on 9 October 2014 Accordingly, we are required to
set aside a Prescnbed Part fund for unsecured creditors out of the Chanty’s net floating charge property

Based on present information, we estimate the value of the Chanty’s net floating charge property (on a
consolidated basis) to be £391,087 Ansing from this, the value of the unsecured creditors’ Prescribed Part fund 1s
estimated to be £81,217 Please be aware that the value of this fund 1s likely to fluctuate dunng the course of the
admimstration and further updates will be prowvided 1n our progress reports in due course

Where there 15 a Prescnibed Part distribution to be made, this will be distnbuted by the joint administrators in the
admimistration
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8.5

Based upon the estimated value of the Prescnbed Part fund to the forecast quantum of ordinary unsecured claims,
we expect that the dividend rate to this class of creditor may be in the region of 0 019p 1n the £ At this stage of
the administration we are unable to provide any indication of probable timing of any distnbution that may be made
Please note that this this 1s a consolidated forecast and it 1s possible that there will be some vanance on this
dividend forecast for the individual Entities

Preferential creditors

The Chanty’s preferential creditors are estimated to total £21,620 1n respect of accrued but untaken holiday pay
There are no claims for arrears of wages anticipated (save for a small number of avertime claims which will rank as
an unsecured claim)

It 1s hoped that notice of a distribution to preferential creditors can be 1ssued before our first progress report, which
must be 1ssued within one month of the six month anmversary of our appointment. The principal matter that wiil
affect the timing of this wall be the RPS finalising payments to former employees and being 1n a position to finalise
its own claim

There have been numerous quenes from our claims agent, ERA, and from former staff relating to holiday pay and
unpaid overtime clams, which we are presently resolving

Unsecured creditors

Total unsecured creditors are estimated ta be £4 3m This figure represents the balance of claims for all six entities
and at this stage of the admmistration we have not yet been provided with sufficient information to allocate each
respective claim against the appropnate entity

In addition to the above mentioned amount, there are unsecured claims due from former employees of
approximately £126,255 and as yet unquantified amounts due to the various landlords of the Chanty’s 100+ former
trading premises relating to future rents, dilapidations and other costs due under the terms of the leases These
claims could be substantial

The Charity has also accrued a VAT and PAYE liability of ¢£450k and c£249k respectively which will rank as
unsecured claims Other sigmificant habilities include an as yet ungquantified amount due to the related Local
Authonty pension schemes and a social investment fund

Estimated outcome for creditors

Our current assessment of the likely outcome for creditors 1s set out below As stated at paragraph 2 above, the
forecasted autcome for the vanous classes of creditors has been prepared on a consolidated basis and 15 provided for
llustrative purposes only

+ Preferential creditors’ position - we presently forecast that the preferential creditors will receive payment in
full

« Payments to secured creditors under floating charges - we presently forecast that there will be payments made
to the FSE under their floating charge and there 1s likely to be a shortfall on their secunty

+ Unsecured creditors’ position - we presently forecast that the there will be a Prescnbed Part fund payment
only The quantum of this fund will vary on an entity by entity basis, of which further information will be
reported to creditors n future reports

An Estimated Qutcome Statement summansing the position 1s included n the SIP 16 report, attached at Appendix
Vil
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10. Proposals for achieving the purpose

of

administration

Our proposals for achieving the purpose of administration for the Campany are as follows

m

vin

The administrators will continue to manage the affairs of the Chanty in order to achieve the purpose of the
admimstration, namely with the objective of achieving a better result for the Company s creditors as a
whole than would be likely if the Company were wound up (without first being in adminmistration) pursuant
ta P3(1}(b) Sch B1

Practical steps ta be taken for this purpose include

. Finalising the sale of the remaining fixtures & fittings.

. Continuing the collection of the Company’s book debts and, 1f considered cost-effective or
expedient to do so, to subcontract this to a firm of specialist debt collectors

. Investigating any matters which come to our attention as requining further inspection and pursuing
recoveries 1f appropriate

As the joint admimistrators do not cansider that the survival of the exasting Chanty is achievable they will
take any action they consider necessary to achieve a sale of the assets of the Chanty as a going concern to
maximise returns to the administration estate

If having realised the assets of the Chanty, the joint admimistrators think that a distnbution will be made to
unsecured creditors, other than by way of any applicable Prescribed Part distnbution, they propose filing a
notice with the Registrar of Companmes which will have the effect of bnnging the appointment of the joint
admmistrators to an end and will move the Company automatically into CVL 1 order that the distnbution
can be made

If the admumistrators consider 1t appropriate and cost effective to do so, they may make an application to
court for permission to make any distnbution to the unsecured creditors that 1s not from the Prescribed
Part in the admimistration instead of moving the Company to CVL and then making a distnbution  {Note If
permussion 1s granted, subject to the need for further investigations as detailed in the next section, the
Company will exit into dissolution once the distnmbution has been made and the administration concluded).

If the Joint admmistrators think that the Company has no property which might permit a distnbution to its
creditors, they will file 2 notice with the court and the Registrar of Compames for the dissolutian of the
Company

The joint admmstrators shall do all such other things and generally exercise all of thewr powers as
contained 1n Schedule 1 1A86, as they consider desirable or expedient to achieve the purpose of the
admimistration

The administrators propose asking creditors to consider establishing a creditors’ committee if such a
committee 1s formed the creditors who become members of the committee will be responsible for
sanctioning the basis of the joint adrmnistrators’ remuneration and disbursements, any unpaid pre-
admiistration costs and any proposed act on the part of the joint admimstrators The committee will be
able to make these decisions without the need to report back to a further meeting of creditors generally

11. Exit route from administration

It 1s proposed that, at the appropnate time, the joint admimstrators will use thewr discretion to exit the
admimstration by way of one of the foltowing means

1)

If having realised the assets of the Company, the joint administrators think that a distnbution will be made
to the unsecured creditors other than by virtue of the Prescribed Part, they may file a notice with the
Registrar of Compames which will have the effect of bringing the appointment of the joint admimstrators to
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12.

an end and will move the Company autematically into CVL 1n order that the distnbution can be made, but
anly 1f they consider that the associated incremental costs of a CVL are justified In these circumstances, 1t
15 proposed that the joint adrmimstrators will become the joint liquidators of the CVL The acts of the joint
liguidators may be undertaken by either or both of them

Creditors have the nght to nominate alternative higuidators of their choice  To do this, creditors must
make their nomination in wnting to the joint adminmistrators prior to these proposals bewng approved

Where this occurs, the joint admimstrators wall advise creditors and provide the opportunity ta vote in the
absence of a nomination, the jomnt administratars will automatically become the joint tigndators of the
Company n the subsequent CVL

u) I the joint admimistrators have, with the permission of the court, made a distnbution to unsecured
creditors 1n addition to any Prescribed Part distribution, or they think that the Company otherwise has no
property which might permit a distribution to 1ts unsecured creditors, subject to there being a need for
further investigations as described below, they will file a notice, together with their final progress report,
at court and with the Registrar of Companies for the dissolution of the Company The joint administrators
will send coptes of these documents to the Company and 1ts creditors The Joint admimstrators’
appointment will end following the registration of the notice by the Registrar of Companies

w)  Admumstrators have the power to bring claims against farmer officers of the company 1n respect of
transactions that may have caused or exacerbated a company’s insolvency Claims with a good prospect of
success may indeed be pursued by admimistrators but there may be cases where 1t would be more
appropnate if a hiqurdator brought the claim or where the timeframe would not be lang enough, given the
maximum extension penod avallable to admimistrators The proposed exit route would, 1n these cases, be
Ligudation

If a credhtors’” committee 1s established the joint admimstrators will consult with the members and agree the most
appropnate exit route from admimstration

Other matters relating to the
conduct of the administration

The matters detailed below are not considered to be part of the proposals but are intended to provide creditors
with infarmation concerning the remaiming statutory and other matters that must be dealt wath 1n the
administration

s Submitting a confidenttal return or report on the conduct of the directors to the Secretary for Business, Energy
and Industnal Strategy This obligation anses under the Company Directors’ Disqualification Act 1986
Creditors should note that the content of any submission 1s strictly confidential and under no circumstances will
discussions be entered into regarding this

»  Agreeing and making payment of preferential claims, subject to availabmhty of funds

+  Agreeing the claims of and making payment to the floating charge holders, in accordance with their respective
prionties, subject to availability of funds

« Filing corporation tax returns and obtaning tax clearance n respect of the admimstration penod
* Paying all costs and expenses of the administration once any required approval has been chtained
+ Further statutory reporting as required by IAB4 and IR86
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13.1

Pre-administration costs and
expenses

Pre-administration costs

Pre-admmstration costs are defined as fees charged and expenses incurred by the joint admimistrators or another
person qualified to act as an msclvency practitioner before the company entered administration (but with a view to
its doing so), and “unpaid pre-admimistration costs” are pre-admimstration costs which had not been paid when the
company entered admimstration

Our engagement was to provide advice and assistance 1n connection with placing the Chanty into Admimistration In |
summary, this involved -

+ Providing services 1n respect of a disposal of certain contracts, which (due to the Chanty’s financial pasition and
certain commercial considerations) was anticipated to take place through a pre-packaged transfer to an
unconnected party,

s Considering the options available to the Chanty i the event that a pre-packaged transfer coutd not be achieved
or sufficient funds raised, to include assisting the Chanty with being placed into admimstration,

« Providing an independent and ongoing assessment of shart term cash-flow issues while the options for a transfer
of certamn functions or formal 1nsolvency of the Chanty were considered,

«  Advising the Board and EMT on appropnate actions to be taken duning the penod leading up to the anticipated
formal nsolvency

The hasis of our pre-admimistration costs was set out 1n our engagement letter with the Chanty Our costs were to
be charged on a time cost basis

Our time costs 1n assisting the Chanty pror to our appointment as joint administrators are £150,473 50 plus VAT Of
this amount, £97,999 plus VAT was paid by the Chanty prior to our appointment such that £52,474 50 remains
outstanding and 1s summansed 1n the table below

Pre-appaintment, fees charged and expenses incurred by us are detailed below

Total
amount Amount Who made Amount
Charged by/service(s) provided charged paid payment
£ £
Smuth & Willlamson LLP Costs 150,473 50 97,999 The Charty 52,474 50
Smith & Willamson Disbursements 2,894 52 72502 TheChanty  2,16950
Russell-Cooke - legal advice 108,310 26 73,950 26 The Charnty 34,360 00
Sanderson Weatherall - chattel agents 24,000 00 Nil 24,000 00
foal 28567828 17267428 - 113,00400

The pre-appointment costs of Russell Cooke were incurred in advising the Chanty and the proposed adrmmistrators n
relation to the following matters -

» the nghts of and duties to the employees,
» the TUPE obligations in relation to the employees,

* negotiations with AFC and all other parties in relation to the transfer of certain assets and business lines of
the Chanty,

s preparation and finalising the sale and purchase agreement for the transfer of the business and assets,
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14.1

e preparation of all pre-appointment paperwork required to be filed at Court, ang

* general advice prior to appointment

We are not aware of any fees or expenses incurred by any other person qualified to act as an insolvency practitioner
with a view to the Company entering admimstration

The payment of unpaid pre-administration costs set out above as an expense of the adminmistration 1s subject to the
approval of creditors, separately from the approval of the joint administrators’ proposals As we believe that the
Chanty has mnsufficient property to enable a distmbution to be made to the unsecured creditors, other than via the
Prescnbed Part, appraval will be sought from the secured and (if applicable) the preferential creditors in
accordance with R2 67A IR86

Joint administrators’ remuneration

Insolvency Practitioners are required to provide stakeholders with details of the wark they propose to do and the
expenses that are likely to be incurred Pnor to drawing any fees, these details must be provided to creditors and
approval given Alternatively, creditors may form a commttee and, 1f so, 1t 1s up to the majority of committee
members to give consent

Where it 1s proposed that fees are drawn from the insolvent estate on a time costs bagis, a fees and costs estimate
wall also need to be provided However, at this stage, 1t is too early to provide creditors with a fees and costs
estimate, the level of work required and the full extent 15 not yet known Consequently, we propose to provide all
creditors with a detalled estimate 1n due course and seek a resolution at that time

As we believe that the Charty has insufficient property to enable a distnbution to be made to the unsecured
creditors, other than wvia the Prescribed Part  Whalst all creditors will be provided with the fees and cost estimate,
approvat will be sought from the secured and (if applicable) the preferential creditors in accordance with R2 67A
{R86

No remuneration will be drawn until a resolution has been obtained

S&WFS

SBWFS, a company associated with Smith & Willlamson LLP, 1s dealing wath the Chanty’s pension affairs  Payments
to parties 1n which joint admimstratars or their firm have an interest must be disclosed to, and approved by,
creditors 1n a ssmilar way as approval of the joint administrators’ remuneration

In this case, the joint administrators will be seeking approval for the basis of S&WFS as follows

+ By reference to the time properly spent by the S&WFS staff and their staff in attending to matters ansing in the
administration  As we will be seeking approval to draw fees on this basis, a fees and costs estimate will be
provided at the same time as the jJoint administrators fees quote

Details of S&EWFS' charge out rates are included at Appendix V
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15.1

Administration expenses

Subcontractors

We have utilised the services of the following subcontractors The nature of the work provided and the basis upon
which fees were agreed 15 also set out below. The arrangement wath each subcontractor 1s subject to regular
review

Basis of fee Caosts incurred in Costs paid in
Provider/service(s) arrangement current period current period
£ £
ERA Solutions (employee claims Rate per employee claim or Nil Nil
processing) hourly rate agreed

15.2 Professional advisors

15.3

We have used the professional advisers histed below We have also indicated alongside the basis of our fee
arrangement with them, which 1s subject to review on a regular basis

Costs
Professional adviser/service Basis of fee arrangement incurred
£
Russell-Coake Solicitors (legal advice re Hourly rate and disbursements 8,269 Nit
sale of business and various other
matters)
Sanderson Weatherall LLP (valuation and  Hourly rate and disbursements 4,000 Nil

disposal advice)

Total 12,269 Nit

Administrators’ disbursements

In the brief period i which we have been in office, the following dishursements have been incurred.

Total costs

Incurred in Paid in outstanding at
Description current period current periad pericd end
£ E £
Statutory advertising 1,050 (estimated) Nil 1,050 (estimated)
Joint Adrmimistrators' bonds N1l Nil Nil
Company searches Nil Nil Nit
Postage L Nil Nil
Category 2 disbursements (see next section) Nil Nil Nil
Total 1,050 (estimated) MNil 1,050 {{estimated)
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17.

Note Total costs outstanding may include costs incurred 1n prnor periods, but not yet pard At the time of reporting the
invoice for the costs of advertising has not been receved

Category 2 disbursements

No disbursements of this nature have been ncurred

Policies regarding use of third parties and disbursement recovery

Details of Smith & Willlamson's policies regarding the use of subcontractors and professional advisors and the
recovery of disbursements are set out at Appendix V

Meeting of creditors

The joint admimistrators do not believe that the Chanty has sufficient property to enable a distnbution to be made
to unsecured creditors In accordance with P52({1)(b) Sch B1, an imtial meeting of the Chantys creditors 1s,
therefore, not being convened

However, the joint administrators are required to hold an inttial creditors’ meeting 1f 10% 1n value of the creditors
request 1t If you wish for a meeting to be held, you will need to notify us 1n wnting n the prescnbed form (Form
2 21b, which 15 annexed to this report) on or before eight business days from the date of sending the proposal to
creditars, 1 e no later than 19 September 2016

Creditors may wish to note that if they wish for a meeting to be convened they must deposit with us secunty for the
costs of convening that meeting and we may not act to call the meeting until that secunty 15 1n place  We would
estimate the costs of calling the meeting and undertaking the related statutory obligations to be of the order of
£5,000 plus VAT

Creditars considering whether to call a meeting may wish to note that the purpose of the meeting 1s purely to
approve or modify the praposals It does not afford creditors the opportumty to question the directors of the
Chanty

In the absence of any request for a meeting to be held, the proposals will be deemed to be approved The joint
admuinistrators will seek approval of their remuneration and dhsbursements and their discharge from hability from
the secured and preferential creditors as appropriate

Next report and creditors’ rights

The joint admimstrators are required to provide a progress report within one month of the end of the first six
months of the admimistration or earlier iIf the admimstration has been finalised

From receipt of the first progress report, creditors have nghts under IR86 to request further information and to
challenge the joint admimistrators’ remuneration and/or expenses incurred  In summary

«  Within 21 days of the receipt of a progress report, a secured creditor, or an unsecured creditor {with the
concurrence of at least 5% in value of the unsecured creditors or otherwise with the court’s permission) may
request 1n wnting that the joint admmnistrators provide further information about thewr remuneration or
expenses which have been itemised 1n the report

s Any secured creditor, or an unsecured creditor (with the concurrence of at least 10% in value of the unsecured
creditors or atherwise with the court’s permission) may within 8 weeks of receipt of a progress report make an
application to court on the grounds that, in all the circumstances, the basis fixed for the joint admimistrators’
remuneration 1s inappropnate and/or the remuneration charged or the expenses incurred (including any paid) by
the joint administrators, as set out in the report, are excessive
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Notwithstanding the above, as referred to in Section 14, we will be providing all creditors with a fees and costs
estimate 1n due course, separate to any progress report

Further information regarding creditors’ nghts 15 avallable on applhication to the joint adrmmistrators

Ao

Adam Henry Stephens, Finbarr Thomas O°Connell and Andrew Stephen McGill
Joint Admrmistrators

Date 2 September 2016
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| Statutory information

Name of Entity

Relevant Court
Court Reference
Trading Addresses

Registered Office

Registered Number

Joint Admmistrators

Date of Appointment

Appointor

Directors/Trustees

Shareholders

Secretary (1f applicable)

EC Regulations

4Children

High Court of Justice, Chancery Dvision, Companies Court
005191 of 2016
City Reach, 5 Greenwich View Place, [sle of Dogs, Londan, E14 9NN

25 Moorgate, London, EC2R 6AY
(Formerly City Reach, 5 Greenwich View Place, Isle of Dogs, London, E14
9NN}

1789253

Adam Henry Stephens, Andrew Stephen McGill and Finbarr Thomas Q'Connell
all of 25 Moargate, London, EC2R 6AY

(IP No 9748,7931 and 7931)

In accordance with P100 (2) 5ch B1 1A 86 a statement has been made
authorising the Joint Administratars to act jomtly and severally

31 August 2016

Directors

Joan Hilary Cleary

Wendy Karen Fabbro ,
Jonathan Nicholas McLeod ,
Sally Rees

Debbie Martine Sorkin

Gary John Walker

n/a

Constantine Alexander Botha

The EC Regulation on Insolvency Proceedings 2000 applies to the
administration The proceedings are main proceedings as defined by Article
3 of the Regulation The Chanty 1s based in the Umted Kingdom
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Name of Entity

Relevant Court
Court Reference
Trading Addresses

Registered Office

Regstered Number

Joint Admwnisstrators

Date of Appamntment

Appontor

Directors

Shareholder

Secretary (if applicable)

EC Regulations

AChidren (Trading) Limited

High Court of Justice, Chancery Division, Compames Court

005192 of 2016

City Reach, 5 Greenwich View Place, Isle of Dogs, London, E14 9NN

25 Moorgate, Londan, EC2ZR 6AY
(Formerly City Reach, 5 Greenwich View Place, Isle of Dogs, London, E14
9NN}

2433565

Adam Henry Stephens, Andrew Stephen McGill and Finbarr Thomas O Connell
all of 25 Moargate, London, EC2R 6AY

(IP No 9748,7931 and 7931)

In accordance with P100 (2) Sch B1 1A 86 a statement has been made
authonsing the Joint Administrators to act jointly and severally

31 August 2016

Directors

Joan Hilary Cleary

Imelda Ann Redmond

Gary John Walker

4Children

Constantine Alexander Botha

The EC Regulation on Insolvency Praceedings 2000 applies to the

administration The proceedings are matn proceedings as defined by Article
3 of the Regulation The Chanty 1s based in the Umted Kingdom
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Name of Entity

Relevant Court
Court Reference
Trading Addresses

Registered Office

Registered Number

Joint Adrmimistrators

Date of Appointment

Appointor

Directors

Sharehalder

Secretary (1f applicable)

EC Regulations

4Chidren (Direct) Limited

High Court of Justice, Chancery Dwision, Compames Court
005193 of 2016
City Reach, 5 Greenwich View Place, Isle of Dogs, London, E14 9NN

25 Moorgate, Londan, EC2R 6AY
{Formerly City Reach, 5 Greenwich View Place, Isle of Dogs, London, E14
9NN)

5133622

Adam Henry Stephens, Andrew Stephen McGill and Finbarr Thomas O'Connell
all of 25 Moorgate, London, EC2R 6AY

(IP No 9748,7931 and 7931)

In accordance with P100 (2) Sch B1 1A 86 a statement has been made
authorising the Joint Admntstrators to act jointly and severally

31 August 2016

Directors

Joan Hilary Cleary

Imelda Ann Redmond

Gary John Walker
4Children (Trading) Limited

Constantine Alexander Botha

The EC Regulation on Insolvency Proceedings 2000 applies to the
administration The proceedings are main proceedings as defined by Article
3 of the Regulation The Chanty 15 based in the Umted Kingdom
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Name of Entity

Relevant Court
Court Reference
Trading Addresses

Registered Office

Registered Number

Jownt Adrmimstrators

Date of Appointment
Appointor

Directors

Shareholder

Secretary (1f applicable)

EC Regulations

4Children (Gloucestershire) Limited

High Court of Justice, Chancery Division, Compames Court

005194 of 2016

City Reach, 5 Greenwich View Place, lsle of Dogs, Landon, E14 9NN I

25 Moorgate, London, EC2R 6AY
{Formerty City Reach, 5 Greenwich View Place, Isle of Dogs, London, £14
GNN)

8443101

Adam Henry Stephens, Andrew Stephen McGill and Finbarr Thomas O'Connell
all of 25 Moorgate, London, EC2R 6AY

(IP No 9748,7931 and 7931)

In accordance with P100 (2} Sch B1 1A 86 a statement has been made
authonsing the Joint Adrmimistrators to act jointly and severally

31 August 2016

Directors

Joan Hilary Cleary
Imelda Ann Redmond

4Children (Direct) Limted

Constantine Alexander Botha

The EC Regulation on Insolvency Proceedings 2000 applies to the
administrabion - The proceedings are mamn praceedings as defined by Article
3 of the Regulatton The Chanty 1s based in the United Kingdom
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Name of Entity

Relevant Court
Court Reference
Trading Addresses

Registered Office

Registered Number

Jownt Administrators

Date of Appointment
Appointor

Directors

Shareholder

Secretary (1f applicable)

EC Regulations

4Children (Plymouth) Lirmited

High Court of Justice, Chancery Division, Companies Court

005195 of 2016

ity Reach, 5 Greenwich View Place, Isle of Dogs, London, E14 9NN

25 Moorgate, London, EC2R 6AY
{Formerly City Reach, 5 Greenwich View Place, Isle of Dogs, London, E14
9NN)

9164390

Adam Henry Stephens, Andrew Stephen McGill and Finbarr Thomas O Connell
atl of 25 Moorgate, London, ECZR 6AY

(IP No 9748,7931 and 7931)

In accordance with P100 (2) Sch B1 1A 86 a statement has been made
authorising the Joint Adrnistrators to act jointly and severally

31 August 2016

Directors

Joan Hitary Cleary
Imelda Ann Redmond

4Children (Trading) Limited

Constantine Alexander Batha

The EC Regulation on insotvency Proceedings 2000 applies to the
administration The proceedings are main proceedings as defined by Article
3 of the Regulation The Charity 1s based in the United Kingdom
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Mame of Entity

Relevant Court
Court Reference
Trading Addresses

Registered Office

Registered Number

Joint Admimistrators

bate of Appointment

Appointor

Directors

Shareholder

Secretary {if applicable)

EC Regulations

4Children (Worcestershire) Limited

High Court of Justice, Chancery Division, Compames Court

005196 of 2016

City Reach, 5 Greenwich View Place, Isle of Dogs, Londaon, E14 9NN

25 Moorgate, London, ECZR 6AY
(Formerly City Reach, 5 Greenwich View Place, Isle of Dogs, London, E14
9NN)

8856474

Adam Henry Stephens, Andrew Stephen McGill and Finbarr Thomas C'Connell
all of 25 Moorgate, London, EC2R 6AY

(1P No 9748,7931 and 7931)

In accordance with P100 (2) Sch B1 1A 86 a statement has been made
authorising the Joint Administrators to act jointly and severally

31 August 2016

Directors

Joan Hilary Cleary
Imelda Ann Redmond

AChildren (Trading) Limited

Constantine Alexander Botha

The EC Regulation on Insolvency Proceedings 2000 applies to the
admimstratton  The proceedings are main proceedings as defined by Article
3 of the Regulation The Chanty 1s based in the Umited Kingdom.
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Il Prior professional relationship

Statement of pnor professional relationship of Adam Henry Stephens, Finbarr Thomas
O’Connell, & Andrew Stephen McGill

Adam Stephens has had a prior professional relationship wath the Chanty to the extent that Smith & Willlamson LLP
was nstructed by the directors of the Chanty on 24 July 2015 to advise on the financial position of the Chanty, to
provide adwvice 1n relation to the options available to the Chanty and to 1dentify and approach potential parties who
may have had an interest in acquinng the Chanty He was responsible for overseeing and managing the assignment
Neirther Finbarr O’Connell or Andrew McGill had any pnar involvement

The costs mncurred 1n the above process wall not form costs 1n the admimstration estate Our costs 1n relation to this
work were £25,000 plus VAT and disbursements and paid by the Chanty pnor to the commencement of the
administration

In addition, one of the Trustees of the Chanty (being the parent company of the Chanty's group) was previously one
of the Trustees of another chanty, for which our firm undertoock a solvent liquidation

We confirm that we have fully considered the relevant guide to professtonal conduct and ethics 1ssued by our
professional body and are satisfied that the existence of this pnor relationship does not create any conflict of
Interest or threat to independence for us as office holders
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Il Receipts and payments account

Receipts and payments account to 2 September 2016

No receipts have been received nto any of the administration estate bank accounts and therefore no accounts are
attached Betails of the only asset realised to date 1e cash at bank transferred to a client account operated by this
firm are provided n the main body of this report The position can be summansed as follows -

Funds held in 1s joint admimistrators ‘Re account’ 327,331 21
Funds held by Russell Cooke 53,520 Q0
Total 380,851 24

Notes and further information required by SIP 7

s The jomnt admimstrators' remuneration has not yet been approved

s+ We have not yet sought approval of or drawn any other costs that would require the same approval as our
remuneration

« No payments have been made to us from outside the estate

+ Details of significant expenses paid are provided in the body of our repart

« Details of payments made to sub-contractors are shown in the body of our report

+ Information concerning our remuneration and disbursements incurred 1s provided 1n the body of the report

* Information concerning the ability to challenge remuneration and expenses of the adrmimstration 1s provided n
aur report

s  All bank accaunts are interest bearing

» There are no foreign currency holdings.
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IV Time analysis for the outstanding
pre-appointment time costs

Manager Seniar Assistants
& Adrnistrator & Average
Assaciate Assistant & support Tatal houtly

Clagsification of work function Partner director Manager Admimstrator staff hours Time cost rate
Pre-Appamntment
Initial meetings 0 00 040 540 Q00 000 500 1,425 00 285 00
General advisory werk insaivent 24 50 a00 g oo Q00 000 2450 1065803 435 02
Appaintment fonmalties 12 06 000 000 G 00 000 1200 521725 434 77
Prepasation of pre-appsintment documents 280 a00 075 16 05 000 1960 464175 236 82
Pre-pack sale of business 24 30 00 4375 800 000 6805 23,081322 338 59
Creditors' {inc EE's) queries 000 Q0o 300 [ages] 000 300 855 00 285 00
Interestad partles 220 000 G 00 O 00 0 00 220 957 00 435 00
Job planning 08a 000 525 g 50 000 15535 3,744 25 240 79
File and infarmatlen management 000 aco 900 525 0258 650 1,27125 195 58
Asset protection 000 00oa 075 Q00 000 075 21375 28500
Qther 0 o0 [sR} Q00 2125 Q00 225 450 00 200 00
Total 66 60 000 58 50 34 05 0.25 159 40 52,474 50 329 20

Explanation of major work activities undertaken

Details of the works undertaken pre-appointment are set out 1n the body of this report and the SIP 16 report at
Appendix Vil These can be summansed as follows -

Attending Board Meetings and advising the Trustees on the Chanty’s financial position,
Liaising with the EMT 1n relation to the transfer to AFC and other parties,

Negotiating with in excess of 30 parties 1n relation to the proposed transfers,
Liaising with Russell Cooke 1n relation to the proposed transfer and contractual documents required to

achieve such,

Liaising with Sanderson Weatherall in relation to the assets values, offers received and strategy to deal

with remaining fixtures & fitungs,

Meeting with and ongoing discussions with the QFCH's in relation to the proposed strategy,
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V Staffing, charging, subcontractor
and adviser policies and charge out
rates

Introduction
Detailed below are |

« Smth & Wilbamson LLP’s policies in relation to
- Staff allocation and the use of subcontractors
- Professional advisers
- Dishursement recovery

« Smith & Williamson LLP's current charge out rates

Staff allocation and the use of subcontractors

Our general approach to resourcing our assignments 1s to allocate staff with the skills and expenence to meet the
specific requirements of the case

The constitution of the case team will usually consist of a partner and a partner or director or associate director as
joint office holders, a manager, and an adrmmstrator or assistant  The exact constitution of the case team will
depend on the anticipated size and complexity of the assignment and the experience requirements of the
assignment  The charge out rate schedule helow provides details of all grades of staff and their expenence level

We may use subcontractors to perform work which night ordinanly be carned cut by us and our staff where 1t 1s
cost effective ta do so and/or where the specific expertise offered by the subcontractor 1s required.

Details of any subcontractors’ services utilised n the penod covered by this repart are set out in the body of this
report }

Use of professional advisers
We select professional adwisers such as agents and solicitors on the basis of balancing a number of factors including

» The industry and/or practice area expertise required to perform the required work

+ The complexity and nature of the assignment.

«  The availlabibity of resources to meet the critical deadlines in the case

s The charge out rates or fee structures that would be applicable to the assignment

e The extent to which we believe that the adwvisers in question can add value to the assignment

S&WFS

SEWEBC 15 a pensions consultancy firm which specialises in providing advice to Insolvency Practitioners on their
appointment n relation to all aspects of pensions It 1s a dwision of S&EWFS, a company associated with Smith &
Williamson LLP

S&WEBC may be engaged to deal with the Chanty’s penston affairs Payments to parties in winch the joint
admimistrators or thewr firm have an interest must be disclosed to, and approved by, creditors Fees for thewr
services are accrued on a time costs basts Consequently, details of the charge out rates for S&WEBC are provided to
creditors
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Disbursements

Category 1 disbursements do not require approval by creditors The type of disbursements that may be charged as a
Category 1 disbursement to a case generally comprise external supplies of incidental services speaifically
identifiable to the case, such as postage, case advertising, nvoiced travel and external pnnting, room hire and
document storage Also chargeable will be any properly reimbursed expenses incurred by personnet in connection
with the case

Category 2 disbursements do require approval from creditors  These are costs which are directly referable to the
appointment 1n question but are not payments which are made to an independent third party and may include
shared or allocated costs that can be allocated to the appointment on a proper and reasonable basis such as internal
reom hire, document storage or business mileage

Since 7 Juty 2012 Smith & Williamson LLP’s policy 1s to recover only one type of Category 2 disbursement, namely
business mileage at HMRC's approved mileage rates at the relevant time Current mileage rates are 45p per mile
plus 5p per passenger per mie Prior to 7 July 2012 approval may have been obtamed to recover other types of
Category 2 disbursements

Details of any Category 2 disbursements incurred and/or recovered in the penod covered by this report are set out
n the body of this report

Charge out rates

A schedule of Smith & Wilbamson LLP’s charge out rates will also be 1ssued to creditors at the time the basis of the
joint administrators’ remuneration 1s approved

The rates applicable to this appointment are set aut below

Smith & Williamson LLP London office  Regional
Restructuring & Recovery Services £/hr offices
Charge out rates as at 1 July 2016 £/hr

Partner / Director 435-485 356-375
‘Assocrate Drector T 30380 295305
Managers 235-315 190-290
Other professional staff 150-235 120-175
Suppart & secretanal staff 85-90 60-135

Notes

py

Time 1s recorded 1n units representing 3 minutes or multiples thereof

2 It may be necessary to utilise staff from both regional and London offices, subject to the
requirements of individual cases

3 The firm's cashienng function 1s centralised and London rates apply The cashiering function
time 15 incarporated withan “Other professional staff” rates
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S&EWFS Employee Benefits Consultancy Per hour

Charse out rates from 1 July 2016 £
Director 225 - 420
Associate Director 200 - 240
Manager 185 - 195
Cadmmstrator 70-us

Forensics Per hour
Charge out rates from 1 July 2016 £
Partner/Director 300-380
TManager T 165400
Admimistrator 80-125
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VI Schedule of the Charity’s

creditors
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VIl Joint Administrators’ Statement
in Accordance with Statement of
Insolvency Practice (SIP) 16

4Children, 4Children (Trading) Limited, 4Children (Direct) Ltmited, 4Children (Gioucestershire) Limited,
4Children (Plymouth) Limted, 4Children (Worcestershire) Limited (collectively “the Charnty™)
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Where a sale of all or part of a company’s business or assets 15 hegotiated with a purchaser pnor to the
appointment of joint administrators and they effect the sale immediately on or shortly after appointment, this
1s knawn as a pre-packaged sale (or ‘pre-pack’). This 1s what has happened 1n the case of the Chanty

The statutory purpose of adrministration 1s for the joint admimistraters to perform their functions with the
objective of either rescuing the company as a going concern or achieving a better result for the company's
creditors as a whole than would be likely if the company were wound up rather than being placed into
admmstration first  If neither of these objectives 1s reasonably practicable, the third objective of realising
property 1n order to make a distribution to one or more secured or preferential creditors of the company may
be pursued providing the joint admimstrators avord unnecessarly harming the interests of the creditors as a
whole

In this case, the yoint admmmstrators considered a pre-packaged transfer of a part of the business and assets of
the Chanty to be necessary as it enabled a handover of certain contracts to Action for Children (“AFC"), a
chanty with stmilar chantable purposes to the Chanty, without interrupting critical children’s services  In this
the pre-packed transfer has lead to a better result for the Chanty’s creditors as a whole than would be likely 1if
a pre-packaged transfer had not taken place, particularly n respect of reatisation of the Chanty’'s debtors, and
the quantum of creditor claims This s lustrated by the comparative outcome staterment later 1n this report

In addition, those contracts/services not transferring to AFC have either been taken back “n house” by the
relevant Local Authority, or transferred to an alternative provider This has (in conjunction with the AFC
transfer) had the effect of ensuring continunty of employment for ¢1,020 of the Chanty’s ¢1,070 former
employees

Set out below 1s further information containing a summary of the circumstances relevant to the pre-packaged
transfer of the Chanty’s business and assets to AFC n accordance with the provisions of Statement of
insolvency Practice 16 In agreeing to the pre-packaged transfer, we can confirm that the joint administrators
have considered the purpose of the administration and the fulfilment of our statutory obligations to creditors
under paragraphs 3(2) and 3{4)} of Schedule B1 to the Insolvency Act 1586

Readers are also referred to the Administrators’ propesals document which provides further relevant
information 1n respect of the sale to AFC and other matters
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Background

The Chanty existed to promote the care and education of children in need of care out of school hours and
school hobidays in the interests of their social welfare with the object of 1mproving their wetfare and conditions
of ife The Chanty carrned out these objectives through.

s The provision of children’s centres, youth services, childcare services and targeted services These
services were provided 1n more than 100 settings across the Umted Kingdom,

= An extensive programme of training and education for professionals working n the early years and
childcare sector, and

» Commussioning and carrying out research to influence strategy and national policy

The ncorporation dates and company number for each respective entity 1s set out below

Incorporation Date Comments*®

Company
Number

4Children 1789253 6 February 1984 This 15 the ultimate parent company of
the group [t ts a company lirmited by
guarantee (as distinct from being
himited by share capital, which all the
other compames n this table are)
Some trading activity was undertaken
through this company

AChildren {Trading) 2433565 18 October 1589 Some trading activity was undertaken
Ltd through this company
4Children (Direct) Ltd { 5133622 20 May 2004 Some trading activity was undertaken

through this company

4Children 8443101 13 March 2013 Trading activity pertaining to work

{Gloucestershire) Ltd with Gloucester local authority was
broadly undertaken through this
company

4Children (Plymouth) | 9164390 6 August 2014 Trachng activity pertaining to work

Ltd with Plymouth local authonty was
broadly undertaken through this
company

4Children 8856474 22 January 2014 Trading actvity pertaining to work

(Worcestershire) Ltd with Worcester local authonty was
broadly undertaken through this
company

* The precise trading, accounting and controctual relationships tnvebang each company, other group companies and externat (to the group)
counterparties remain opoque

Like many other orgamsations operating in the not for profit and public sectors, the Chanty had come under
considerable budgetary pressure over the last couple of years However, the Chanty had managed to increase
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1ts revenue by secunng additional local authonty contracts which helped to alleviate the general downturn in
spending n their sector However, over the last 18 months, a reduction in funds from the Local Authonties
and loss of key contracts led to a detenorating finanaial position

Around May 2016, the Chanty's management received notification that a substantial contract with a local
authonty would not be renewed Unfortunately, this contract was the Chanty's most profitable service
agreement and went a considerable way to cover losses made in different areas of its business The loss of this
contract forced the Chanty’s Executive Management Team (“EMT”) to re-assess the Chanty’s financial
forecasts and on-going trading and in this regard, they obtained professionat advice about the financial options
availlable to the Chanty’s and its future At the same time, the EMT also undertook a cost saving exercise,
together with efforts to secure alternative revenue streams

During this penod the EMT became aware that thewr fund raising and new contracts efforts may prove
unsuccessful  As a result they undertook exploratory discussions with AFC for the wholesale transfer of all
activities to AFC This included the imtial possibibty of AFC assurming the financial abligation to certan of the
Chanty’s secured lenders {being HSBC and FSE) However, this aspect of the transfer did not proceed to
frintion  Furthermore, AFC subsequently concluded that they were not willing to accept transfer of alt serices
{and there were sigmficant discusstons about the precise constituency of services which they were willing to
accept) Therefore, a brief marketing campaign coupled with discussions with relevant local authonties was
undertazken to 1dentify alternative possible acquirers

After seeking further professional advice duning August 2016, the Chanty’s trustees and EMT commenced steps
to place the Chanty into admimistration

Notice of intention to appoint joint administrators was filed 1in the High Court of Justice, Chancery Division,
Companies Court on 25 August 2016 by the directors This was subsequently served on the holders of qualifying
floating charges (being HSBC & FSE), who provided ther consent to the joint administrators’ appointment

On 31 August 2016 the Chanty’s employees were formally informed that jont admimistrators would be
appointed that day Following the appointment, a small number of key staff have been retained to assist the
joint admimstrators with their strategy Of the employees, 1,022 have been transferred to AFC or cther
orgamsations and 46 made redundant

It should be noted that this SIP16 statement relates to all six legat entities which have been collectively termed
the Chanty This 15 because discussions, negotiations and transfers to AFC and the varous local authonties
nvolved all 6 legal entities

In1tial introduction

Smith & Willlamson LLP onginally met with the Chanty on 2 July 2015 and 1t was agreed that 1t was advisable
to instruct Smith & Williamson to undertake a review of the Chanty’s financial pesition, cash flow and funding
requirements, together with the vanous operational challenges being faced This was a “hght touch” review
The source of introduction was Russell-Cooke Solicitors This work lasted for a bnef penod in the summer of
2015

Further work was undertaken around January 2016 1n respect of the SMT’s recovery plan  Subsequently in May
2016, work on the financial options available to the Chanty was considered again 1n light of the contract toss
referred to earlier Subsequently, on 19 July 2016, we were nstructed to undertake a marketing exercise 1n
order to ascertain whether there were any parties interested in acquining the Chanty We were also instructed
to prepare an Estimated Outcome Statement {“EOS™) for consideratian by the EMT and presentation to the
secured lenders

The admmistrators do not believe that there 1s any sigmficant personal or professional reiationship between
the Chanty or 1ts directors and Smith & Wilhamson LLP and carried out the appropriate conflict review prior to

accepting the appointment | would confirm that we were formally engaged by the Chanty on 19 Auvgust 2016
to place the Chanty into admimistration

Pre-appointment considerations

The following courses of alternative action were considered with management prior to the admumistrators’
appointment and the pre-packaged transfer

* A restructuring of the Charity to enable 1t to operate within its available resources,
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The Charity’s management team had worked hard over the previous circa 18 months to try and re-align 1ts
operation within its budget constraints The option was imtially explored with the EMT, however, due to the
loss of a several major contracts, the lack of financial resources and working capital, operational constraints
and the bimited time available, this option could not be progressed

= Liqudation and subsequent forced sale of the Charity’s assets

The continued provision of cntical children’s services was considered key to maintaiming the value i the
Chanty's assets, whilst also significantly mitigating the potential employee claims 1n the event of wholesale
redundancies

As such, a liquidation and subsequent forced sale of the Chanity’s assets was not appropnate, as it would have
immediately curtailed the services provided by the Charity and left many children and famibes without crucial
support and guidance Further, 1n a biquidation scenario and without the continunty afforded by the transfer to
AFC and other parties, the Chanty’s debtor book would have been matenally eroded There would have also
been a sigmficant number of additional creditors (e g employee related and breach of contract claims)
created by virtue of the shutdown The table below ndicates that claims would be around double what are
they are estimated to be in the pre-packaged admimstration scenarno

= (ontinued trade both with or outside a formal Company Voluntary Arrangement (‘CVA'}

The Chanty was loss making and there was no realistic hkelihood of turming 1t around with the timited funds
avallable To continue to trade would worsen the position of creditors

A CVA was not a suitable option as following a review of the Chanty’s management information, 1t was clear
that the Chanty could not meet the sigmificant costs associated with continuing to trade (the monthly net
payroll was 1n excess of £1m) The Chanty was funded pnmanly through Local Authonty coniracts, together
with term laans from the secured creditors and a £500,000 averdraft facility

Consideration was also given as to whether the Chanty could enter into admimistration, be traded for a bref
peniod whilst an accelerated marketing exercise was undertaken This was not considered viable as 1t was
likely to hcur sigmficant costs, put a severe strain on the limited cash resources avalable (by virtue of
stakeholders such as suppliers requiring cash in advance for the prowvisien of further services), and there was no
certainty that stakeholders (such as employees, local authorities, parents) would continue to support the
Chanty

=  Pre-packaged transfer of the objectives, business and assets of the Charity,

This was considered the most viable option to pursue Therefore 1n addition to the discussions with AFC a 2
week marketing exercise was undertaken in relation to the Charty, its business and assets

The nature of the business dictated that 1t was crucial to use the knowledge and expertise of the Trustees and
management 1n compiling a List of potential interested parties, together with our own research In total 11
potential interested parties were 1dentifiad.

Our marketing strategy was to target a number of orgamsations who were operating 1n the same market space
We were also acutely aware of the sensitive nature of the assignment and any leak of information 1n to the
sector may have undermined the value and, also, unsettled the employees

With this in mind, we prepared an anonymised “Sales Profile” and circutated this to the interested parties
identified This was also circulated within Smith & Willilamson and to Russell Caoke Solicitors, to forward on to
any contacts they believed would be interested This generated an additional 6 potential interested parties

The opportunity was also advertised on the Turner Parkinson Deals Website, an online business opportumties
system, on 5 August 2016

The following timeline was commumcated to all parties.-
» Deadline for expressions of interest 10 August 2016

» Best and final funded offers 19 August 2016
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+« Completion of the sale 26 August 2016

We received mitial expressions of interest from 8 parties and following further discussions, non-disclosure
agreements (“NDA") were entered nto by 4 parties Having entered nto NDA's, the 4 parties were provided
access to an online ‘Deal Roomy’, which contained further details of the opportunity and the name of the
Chanty

We continued to haise with the interested parties and provided further specific information where 1t was
requested

As set out above, full and final funded offers were requested by 4pm on 19 August 2016, and no offers were
recewved by this deadline

As noted above, during the above process, the Chanty had entered 1nto discussions with AFC ta acquire some
or all of the Chanty’s functions As also noted above, during the course of the discussions AFC concluded that
they would not accept transfer of all of the Chanty's services

In addition and in light of no alternative offers, the Chanty’s management team had worked n conjunction
with the relevant Local Authonties to ensure that any contracts that were not transferred to AFC have been
either taken back “in house” by the Local Authonty, or transferred to an alternatwe provider of the local
authonty's choosing In either scenano (being either a move to AFC or back in house) this required extensive
discussions with the relevant Local Authonty or related party (eg the RAF) These proved extremely protracted
(hemng often three way discussions) with sometime revision of existing terms and conditions They also often
required the nvolverent or support of the relevant landlord, regulatory authorty (such as Ofsted) and
government department (eg Department of Education, Charity Commission) These three named parties have
been broadly supportive so far and throughout the process, and we thank them for this support

Overall, approximately 60% of the Chanty’s activities were transferred to AFC (and bewng the subject of this
note) with the balance being transferred back in-house to the relevant Local Authonty or to another provider
(at the behest of the Local Authonty) Together, this has allowed for the continunty of the Chanty's
objectives, together with the ongoing provision of the cntical children’s services and the protection of 1n 1,022
Jobs It will also result in a better return to creditors than 1f the pre-packaged transfer had not taken place, as
the Chanty’s debtor book recovenes are hikely to be better, by virtue of employment continuity employment
claims have been very sigmificantly reduced, and the costs and uncertainty associated with trading the Chanty
n Admimistration were eliminated

Comparative outcome

The jomnt admimistrators are satisfied that the transfer of the Chanty’s assets under the terms of the pre-
packaged transfer has resulted in the best outcome reasonably obtainable for creditors in the circumstances
The following table provides a comparative outcome with a sale of the Charity’s assets in liquidation or through
a restricted marketing period post administration as against the outcome obtained via the pre-packaged
transfer--

Details of Assets Sale in Liquidation/under Pre-packaged sale
Restricted Marketing in Administration
conditions
£
Est Asset Realisations 537,787 732,483
Less Est Lguidation/administration costs - N _(.2] E;,BITO) ’ (308,000)- o
Est net assets available for preferential creditors 322,787 424,483
Less Est preferential creditor claims (477,084) (33,396)
E5t. net assets available for the prescribed part 54,97) © 391,087
Est. prescribed part c/d - 81,217
Est Net assets available for the floating charge - 309,870
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Details of Assets Sale in Liquidation/under Pre-packaged sale

Restricted Marketing in Administration
conditions
£

creditors
Less Est floating charge creditor claims (500,000) {500,000)
Est shortfall to the ficating charge creditors (500,000) {150,130)
Est prescnbed partbsd I T S0
Est unsecured creditor claims {9,562,719) (4,312,051)
Est. dividend to the unsecured creditors Opinthe £ 0.019p inthe £

in the event that the Chanty had been placed into higuidation then this would have required the immedrate
cessatian of trading and all employees being made redundant This would have signtficantly increased creditor
claims Of this we estimated some £477,084 would have ranked as a preferential claim for outstanding holiday
pay and the estimated redundancy provisions, 1n the region of £2m, would have ranked as an unsecured claim
There was also forecast to be a pension deficit of some E£3 7m which would have further increased the
unsecured creditor claims

The pre-packaged transfer of certain contracts ta AFC, with the remaiming contracts being taken back “in-
house” by the Local Authonties, or transferred to alternative providers has significantly reduced the
employees' preferential and unsecured claims Furthermore, debtor recovenes are estimated to be enhanced
by virtue of the ongoing provision of services by the various transferees

Management consulted with the employees that were being made redundant prior to the completion of the
pre-packaged transfer The adrmmistrators will assist the affected employees in making any claims they are
entitled and have nstructed ERA Solutions to further assist n this regard

The following charges are registered

Charge in favour of Date of Creation Comment

HSBC Bank Plc 9 August 2012 HSBC have effected an offset between debit and
credit balances involving them by wirtue of the
admiristration  As a result of this, they are
beheved to not be a creditor (as there were
sufficient credit balances to offset the debit
balances due to them)

FSE 9 October 2014 FSE have a fixed and floating charge They are
estimated to be owed circa £500k

National Westminster Bank Pl 9 November 2012 Management inform us that this 15 a legacy legal
charge which should have been removed a while
ago Management records also show that this
bank 15 not a creditar

Consuttation with major creditors

Given the sensitive nature of the Chanty’s acbvities and the large number of unsecured creditors, it was not
appropnate to enter into full consultation process with any unsecured creditor

Many Local Authorities are also tikely to be creditors and they were consulted as part of the transfer
negotiations noted eartier HMRC, who are tikely to be a sigmficant creditor by virtue of VAT arrears of circa
£400k, were notified 1n the days prior to the Chanty entenng into adrministration
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At the beginming of August 2016, we approached HSBC, who have the benefit of a fixed and floating charge
over the Chanty’s assets Following this meeting, HSBC withdrew the £500,000 overdraft facility.

Shortly after approaching HSBC, we consulted with the FSE, who also have the benefit of a fixed and floating
charge over the Chanty’s assets

We provided both parties with our proposals to achieve a pre-packaged transfer to the vanous parties and our
draft illustrative EQS to demaonstrate the ments of the proposed transfers Both parties consented to aur
appointment Both parties were also provided with an earty draft of this statement

Marketing of the business and assets

See “Pre-packaged transfer of the abjectives, business and assets of the Chanty” above which outlines the
marketing exercise we undertook n relation to the Chanty's business and assets

In summary, and 1n light of the Chanty’'s size, financial state and the sensitive nature of the assignment, a 2
week focussed marketing campaign was undertaken, with the opportumty alsc advertised on the Turner
Pariansan Deals Website

Valuation of the business and assets

Sanderson Weatherall 15 an independently owned practice of Chartered Surveyors, property consultants and
business asset advisors They have a national network of offices and a team of aver 200 currentty working for
them Sanderson Weatherall holds adequate Professtonal Indemmty Insurance

They have confirmed to the joint administrators’ that they are suitably qualified and independent to conduct
the work they did as regards this matter They have confirmed that they have had no pnor dealings with the
Charity, the purchaser or any of the transferees management

The Charity’s assets consisted of fixtures and fittings at the nursenes, a website and 151 contracts with varous
Locat Authonties and other parties (eg the RAF)

The offer from AFC included the fixture and fittings at the nurseries, the website and circa 90 contracts, as |
well as retaining 769 employees |

The offer of £53,520 was made by AFC and Sanderson Weatherall advised that this offer should be accepted
This 15 because no other formal offers were received for the business and the chattel assets have iimited value
outside the nursery sites

In relation to the sites which have not been transferred to AFC, negotiations remain ohgoing as regards to
payment for the Chanty’s assets by the relevant local authonty These negotiations are being undertaken by
our agents If any party 1s \nterested in purchasing them, then they should make their offer 1n writing to our
agents, Sanderson Weatherall {care of Neil Simpson, neill simpsen@sw co uk)

Details of the assets sold and the nature aof the transaction

Purchaser and related parties

The majority of the business and assets of the Chanty was transferred to AFC on 31 August 2016 There 1s no
association between the Chanty and AFC and they do not share any comman Trustees or management As a
result, the provision in SIP 16 relating to consulting with the so-called ‘pre-pack pool’ 1s not relevant They
would only have been relevant 1if the purchaser and seller had been connected

Details of the assets transferred, the nature of the transaction and sale
consideration

The AFC transaction took place on 31 August 2016 The assets can be descnbed as -
+ Plant & Equipment pertaimng to nurseries,

s+ A dedicated website, referred o as the Foundation Years website,
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«  Nursery and related services contracts which were apportioned together (by virtue of their contractual
history) into 17 groups,

The consideration paid was £53,520, which was paid in full on 31 August 2016 These funds are currently held
1n a client account by the admimstrators’ solicitors, Russell Cooke

The consideration was apportioned as follows'-

Nursery and related contracts -service continunty 17
deeds (£1 for which there are 17)

élobal licence to occupy the relate;:l prer-m-ses_ 1

Beneficiary data and beneficiary database 1

Employee data and beneficiary database 1

Plant & Equipment {£1,500 per nursery site of which 4350
there are 29)

Webste " "Tq000
Total 53,520

The pre-packaged transfer was not part of a wider transaction. The consideration will be allocated to the
relevant legal entity wathin the Chanty group As highlighted above the majonty of the consideration relates
to plant and equipment  The accounting records in respect of these assets are insufficient to allow an cbvious
allocation It would not be commercially logical to undertake a full audit to allocate the precise split,
therefore an equitable split will be undertaken based an existing asset register information

Sanderson Weatherall approved the proposed transaction as the best one and overall the joint admimistrators
confirm that that the pre-packaged transfer of the Chanty’s assets enables the statutory purpose to be
achieved and that the sale pnice achieved was the best abtamnable 1n all the circumstances

AUS

Adam Henry Stephens, Finbarr Thomas O'Connell & Andrew Stephen McGill
Joint Adrmimstrators

Date 2 September 2016
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