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1. Glossary

Abbreviation Description
the Company 4Children (Direct) Limited

the administrators/joint  Adam Henry Stephens, Finbarr Thomas O'Connell and Andrew Stephen McGitl
administrators

the Charity Group 4Children, 4Children {Trading) Limited, 4Children (Direct) Limited, 4Children
(Gloucestershire) Limited, and 4Children (Worcestershire} Limited (all in
administration} & 4Children {Plymouth) Limited (in liquidation)

SIP Statement of Insolvency Practice (England & Wales)

1AB6 Insolvency Act 1986

If preceded by S this denotes a section number

Sch B1 Schedule B1 to the insolvency Act 1986

If preceded by P this denotes a paragraph number

IR16 Insolvency Rules 2016

If preceded by R this denotes a rule number
SOA Statement of Affairs

QFCH Qualifying Floating Charge Holder - a secured creditor who has the power to
appoint an administrator

FSE FSE Social Impact Accelerator Limited (note that FSE novated their security to
Social Investment Scotland on 2 November 2018).

SIS Social Investment Scotland

SaWFS Smith & Williamson Financial Services Limited
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4.1

Introduction

This report provides an account of the administration of the Company since the last progress report and a
summary of the outcome of the administration of the Company. It should be read in conjunction with gur
proposals and any previous reports. By way of reminder, we, Adam Henry Stephens, Andrew Stephen McGill
and Finbarr Thomas O'Connell, of Smith & Williamson LLP, 25 Moorgate, London, ECZR 6AY, were appointed
administrators of the Company on 31 August 2016.

Statutory information in respect of the Company and the administration is set out at Appendix |.

Administrators’ proposals

As previously advised the administrators must perform their functions with the purpose of achieving one of the
following objectives:

1. Rescuing the Company as a going concern; or

2. Achieving a better result for the Company’s creditors as a whele than would be likely if the Company
was wound up without first being placed into administration; or

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

The objective pursued in this case was the second objective above and our strategy for achieving this objective
was set out in our proposals, which were deemed approved on 15 September 2016.

A summary of our proposals is set out below.

We do not believe that the first cbjective could have been achieved on the basis of the Charity’s pressing cash-
flow issues and substantial short and long term liabilities, and there was no prospect of sufficient funds being
raised to resolve this position.

We believe that the second objective has been met on the basis that realisations from administration have
significantly exceeded what would have been achieved in liquidation, enabling a better return to all creditors
within the Company. Should the Company have ceased to trade, it is likely that recoveries from debtors would
have been materially 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. In addition
the joint administrators declared a dividend of 10.50p in the pound to the unsecured creditors through the
prescribed part.

The third objective has also been achieved because the preferential creditors received a dividend of 100p in
the pound and a distribution was declared to the secured creditors of £349,568.

Progress of the administration

Attached at Appendix 1l is our receipts and payments account for the period since 1 March 2019 to 14 August
2019. This account includes curnulative figures for the whole of the period of the administration from 31
August 2016 to 14 August 2019.

The receipts and payments account also includes a comparison with the directors’ SOA values.

Sale of business

As creditors will recall from my previous reports, the prepack sale consideration encompassed the whole
Charity Group, and the proceeds received totalled £53,520.

A pre-packaged sale of a majority of the Charity’s business and assets was completed on 31 August 2016 to
Action For Children, The remainder of services were taken back in-house by the relevant local authority or
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4.2

4.3

4.4

transferred (at the local authority’s request) to another provider. Full details of this transfer were provided in
the joint administrators’ proposals.

As part of the pre-pack the consideration 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

Plant & Equipment (£1,500 per nursery site of which 43,500
there are 29)

Website 10,000
Total 53,520

The proceeds received were in respect of all six companies in the Charity Group. As highlighted above, the
majority of the consideration received was in respect of plant and equipment. The accounting records of the
Company, or any of the companies within the Charity Group, in respect of these assets were insufficient to
allow an obvious allocation of monies between the six Companies.

After careful consideration, the joint administrators allocated the whole consideration to 4Children {in
administration) because the majority of the joint costs were paid by this estate. In addition, according to the
available Company's accounting records the majority of the plant and equipment was allocated to 4Children (in
administration).

In addition to the consideration above, the joint administrators realised a sum of £1,250 in respect of chattel
assets located at Plaistow Nursery.

Book Debts

According to the SOA, the book value of the book debts was £126,287 at the date of the administration
however the estimate to realise value was £35,000.

On appointment, the joint administrators reconciled the book debt ledger and a sum of £429,928 was realised
by the joint administrators. A sum of £11.31 was realised in this reporting period.

Cash at bank

The signed SOA stated that the Company had cash at bank of £92,297 however a sum of £134,258 was
recovered from the Company’s HSBC bank account.

Utility Refund

A sum of £546.65 has been received from cne of the utility service providers,

4Children (Direct) Limited (in administration) 4 l'



4.5

4.6

Bank Interest

A sum of £1,808.83 was received in respect of bank interest and a sum of £163.25 was realised in this reporting

peried

Furniture and Equipment

Fixed assets of £30,000 were disclosed in the directors’ SOA and this related to furniture and equipment. An

amount of £1,250 was received from one council who took over the services.

On review of the remaining

assets at the various sites, the value of the used furniture and equipment would have been significantly
reduced meant it would not be commercial to recover.

Investigations

Under the Company Directors Disqualification Act 1986 we have a duty to make a submission to the Secretary
of State for Business, Energy & Industrial Strategy on the conduct of all those persons who were directors at

the date the Company entered administration or who held office at any time during the three years

immediately preceding the administration.

We have complied with our duty in this regard. As all submissions are strictly confidential we are unable to

disclose their content.,

Shartly after appointment, we made an initial assessment of whether there could be any matters that might
lead to recoveries far the estate and what further investigations may be appropriate. This assessment took
into account information provided by creditors either at the initial meeting {where held) or as a response to
our request to complete an investigation questionnaire. Our investigations did not revealed any issues

requiring further work.

Pre-administration costs

The following amounts in respect of pre-administration costs were approved on 24 January 2018 by the secured
and preferential creditars. The table below summarises the entire quantum of professional fees. These costs

have been paid from the estates of 4Children or 4Children (Trading) Limited.

Charged by/services provided

Smith & Williamson (LLP Time Costs

Smith & Williamson LLP
Disbursements

Russell-Cooke LLP - Legal Advice

Sanderson Weatherall LLP - Chattel
Agents

Total

Total
amount
charged

£
150,473.50

2,894.52

108,310.26

24,000.00

285,678.28

Amount
paid
£

150,473.50

2,894.52

102,525.00

10,100.00

265,993.02

who made

payment

4Children

AChildren

4Children

4Children
{Trading)
Limited

Amount
unpaid
£

Nil
Nil
5,785.26

13,900.00

19,685.26
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Smith and Williamson LLP's pre-appointment time costs totalled £150,473.50 ptus VAT and of this amount,
£97,999 plus VAT was paid by the Charity Group prior to our appointment, with £52,474.50 remaining
outstanding. Smith and Williamson LLP have drawn these fees from the estate of 4Children (in
administration}.

Russell-Cooke’s costs were reported in our proposals as having outstanding pre-appointment fees of
E108,310.26, of this amount, £73,950.26 was paid prior to the administration. Russelt Cooke have subsequently
been paid a sum of £28,575 in relation to their outstanding fees and the balance of their pre-appointment costs
of £5,785.26 have been written off.

Sanderson Weatherall LLP have been paid a sum of £10,100 and expenses £4,022 through the estate of
4Children (Trading) Limited. No further fees are due to Sanderson Weatherall LLP and the balance of their
fees has been written off.

Administrators’ remuneration

The secured and preferential creditors approved that the basis of the administrators’ remuneration be fixed by
reference to the time properly spent by them and their staff in attending to matters arising in the
administration.

The administrators’ time costs are:

Total Average

costs hourly rate

£ E/hr
31 August 2016 - 27 February 2017 485.85 113,013.62 232.61 Nil
28 February 2017-30 August 2017 104.40 23,540.75 225.49 Nil
31 August 2017-27 February 2018 44,95 11,385.25 253.29 Nil
28 February 2018 - 30 August 2018 102.35 22,068.50 215.62 Nil
31 August 2018-27 February 2019 84.10 17,864.25 212.42 Nil
1 March 2019- 14 August 2019 74.20 18,789.00 253.22 91,629.08
Total 895.85 206,661.37 230.69 91,629.08

Attached as Appendix Ill, is a time analysis which provides details of the activity costs incurred by staff grade
during the period of this report in respect of the costs fixed by reference to time properly spent by the
administrators and their staff in attending to matters arising in the administration. Details of work carried out
in the period are also included in the appendix.

As detailed above and as shown in Appendix IV, a cumulative time analysis of the administrators’ time costs
since appointment, the joint administrators’ costs to 14 August 2019 were £206,661.37. As a reminder the
current administrators’ approved fee estimate for their time costs is £180,000. The joint administrators’ have
drawn £91,629,08 of these costs, therefore, the balance of these costs will be written off. Also attached as
Appendix V, is the joint administrators’ fee estimate.

A copy of “A Creditor’s Guide to Administrator’s Fees”, as produced by the ICAEW, is available free on request
or can be downloaded from their website as follows:

http: / /www.icaew.com/-/media/corporate/files/technical/insolvency/creditors-guides/ 2017 /administration-
creditor-fee-guide-6-april-2017.ashx?la=en

Details of our charge out rates and policies in relation to the use of staff are provided at Appendix VI,
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7.1

8.2

S&WFS

S&EWFS, a company associated with Smith & Williamson LLP, has dealt with the Company’s pension affairs.
Payments to parties in which administrators or their firm have an interest must he disclosed to, and approved
by creditors.

The secured and preferential creditors approved S&WFS’ remuneraticn on a time costs basis limited to £4,000.
S5&WFS’ have not incurred any time costs in this reporting period.

S&WFS’ cumulative time costs to 14 August 2019 are £16,382.50. This represents 83.90 hours at an average
rate of £195.26. The Company operated two pension schemes and S&EWFS reviewed the Company’s payrol!
records to submit a claim te the Redundancy Payments Service.

The records of the Company were not up to date and did not match the records held with the pension
providers. Accordingly, S&WFS5 had to conduct an in-depth reconciliation exercise with the pension providers.
S&WFS under-estimated their time by approximately £12,000 because of the number of employees that needed
to be reviewed. Details of S&WFS’ charge out rates are included at Appendix VI.

Administration expenses

Subcontractors

We have utilised the services of the following subcontractors during the administration:

Costs incurred  Costs paid in

Basis of fee in current current Total costs Tatal costs

Provider/Service(s) arrangement period period incurred paid
£ £ £ £

“*Legal Recoveries &8  Commission basis 2,50 2.50 966.63 966.63
Collections Limited (18%)
ERA Solutions Rate per Nil Nil 3,745.00 3,745.00
Limited employee claim or

hourly rate

agreed

“*Legal Recoveries & Collections Limited provided the Company with external debt factoring services. Their
services have been cancelled.

Professional advisers

On this assignment we have used the professional advisers listed below. We have also indicated alongside the
basis of our fee arrangement with them, which was subject to review on a regular basis.

Name of Costs incurred

professional Basis of fee in current Costs paid in Total costs Total costs

adviser/Service(s) arrangement period  current pericd incurred paid
£ £ £ £

Russell Cooke LLP Hourly rate and Nil Nil  2,600.00 plus  2,600.00 plus

4Children {Direct) Limited {in administration) 7 l’



8.3

8.4

8.5

Name of Costs incurred

professional Basis of fee in current Costs paid in Total costs Total costs

adviser/Service(s) arrangement period  current period incurred paid
£ £ E £

- Legal advice re disbursements disbursements disbursements
employees issue, of £428.13 of £428.13
data protection

and leasehold

issues

The estimate for legal fees was provided for the 6 companies within the group. Legal fees of £75,583.05 have
been incurred by the Charity Group. Agents’ fees were estimated at £6,000 for the group in relation to the
realisation of the chattel assets. No fees were incurred in relation to the realisation of chattel assets however
the Company incurred agents’ fees of £4,711,63 in relation to ERA Solutions Limited and Legal Recoveries &
Collections Limited. Their service was required in relation to assisting with employee claims and collecting
book debts.

Other payments

Sums received post appointment into the Company’s pre-appointment bank account. Some of these monies
related to payments due to Action For Children and {ocal councils in respect of continued services. These
monies were refunded.

Administrators’ disbursements

Details of administrators’ disbursements that have been incurred and/or paid in the current period together
with the cumulative totals for the period of the administration are set out below.

Costs  Costs paid in Total costs Total costs Estimated Variance

Description incurred in current incurred paid Eg';?i £

current period

. £ E
pericd £
£
L

Administrators’ bonds Nil 140.00 140.00 $40.00 140.00 Nil
Advertising Nil Nil 140.59 140.59 200.00 {59.41)
Storage & Postage 1,361.83 1,361.83 1,361.83 1,361.83 1,000.00 361.83
Total 1,361.83 1,501.83 1,642.42 1,642.42 1,340.00 302.42

Note: the dishursements were incurred in prior periods.
Policies regarding use of third parties and disbursement recovery

Appendix VI provides details of Smith & Williamson LLP's policies in relation to the use of subcontractors and
professional advisers, and the recovery of disbursements.
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9.1

9.2

9.3

QOutcome for creditors

The outcome for each class of creditor is set out below.
Secured creditors

F5E holds a fixed and floating charge over the Company’s assets. It also has a series of cross guarantees over
almost all of the other Charity Group’s assets. FSE have a claim for £503,893.

On the 5 October 2018, a first interim dividend of £325,000 was paid to FSE under its floating charge. FSE
novated their security to SIS on 2 November 2018 and a second and final dividend of £24,568 was paid to SIS on
5 June 2019.

A sum of £63,431.77 has been paid to SIS through the estate of 4Children (Trading) Limited (in administration).
Prescribed Part

The Company granted a floating charge to the FSE on 9 October 2014. Accordingly, we were required to create
a Prescribed Part fund out of the Company’s net floating charge property for unsecured creditors.

We confirm that the value of the Company’s net floating charge property £440,710. From this net property,
the value of the unsecured creditors’ Prescribed Part fund was calculated to be £91,422 and a first and final
distribution of 10.50p in the £ was declared to the unsecured creditors.

Preferential creditors

Notice under Rule 14.37 of IR16

A summary of preferential claims agreed is set out below:

SOA Claims Claims

Preferential creditor £ received
£

Employee claims (71 claims) Nil 6,320.90 6,320.90
Redundancy Payments Service {The National Insurance Fund} Nil 11,526.99 *13,048.57
Total Nil 17,849.89 19,369.47

Note: The difference is due to the pension claims paid by the Redundancy Payments Service.

The following dividend has been paid to preferential creditors:

Total amount of Rate of dividend

dividend paid pinthe £

£ £

31 October 2018 19,369.47 100
Total paid 19,369.47 100

4Children {Direct} Limited {in administration) 9 "



9.4 Unsecured creditors

Notice under Rule 14.37 of IR16

We confirm that realisations in the administration were insufficient to pay a dividend to unsecured creditors
other than from the Prescribed Part amount reported in section 9.2,

A summary of unsecured claims received and agreed is set out below:

Claims agreed

S0A Claims in current Total claims
claims received period agreed
£ £ £ £
Amount of claims (£) 334,623 879,662 871,648 871,648
Number of claims 186 71 68 68

A notice of intended dividend was issued on 8 April 2019 to all creditors who had not proven their claims and
the last date for proving was 3 May 2019. The joint administrators received 56 claims from creditors. Claims
to the value of £4,050,58 were rejected by the joint administrators.

A distribution of 10.50p in the £ was paid to unsecured creditors from the Prescribed Part funds referred to in
section 9.2 on 2 July 2019.

Total amount of

Dividend and date dividend paid Rate of dividend
£ pinthe £

Prescribed Part distribution on 2 July 2019 91,422.37 10.5G

Total paid in administration 91,422.37 10.50

No further dividend will be paid to the unsecured creditors and the receipts and payment account confirms
that the funds realised have already been distributed or used for paying the expenses of the insolvency
proceedings.

10. Unclaimed funds

Any unbanked dividend cheques will be sent to the unclaimed dividends account at the Insolvency Services
subject to the Company being dissolved. Any costs will borne by Smith & Williamson LLP.

If you have not received/banked your dividend cheque then | should be grateful if you could contact Anjna
Kalia on 020 7131 8184,

11. Privacy and data protection

As part of our role as joint administrators, | would advise you that we may need to access and use data relating
to individuals. In doing so, we must abide by data protection requirements. Information about the way that we
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12.

13.

will use and store personal data in relation to insolvency appointments can be found at
https://smithandwilliamson.com/rrsgdpr

If you are unable to download this, please contact my office and a hard copy will be provided free of charge.

To the extent that you hold any personal data of the Company’s data subjects provided to you by the Company
or obtained otherwise, you must process such data in accordance with data protection legislation, Please
contact us if you believe this applies.

Ending the administration

This is our final report as joint administrators and covers the period ended 14 August 2019.

Authorisation for the administrators to be discharged from liability was granted by the secured creditor and
preferential creditors on 24 January 2018 by correspondence,

The Company has no property which might permit a distribution to creditors and, consequently, notice will be
filed with the Registrar of Companies to this effect in accordance with Paragraph 84 (1). On registration of the
notice by the Registrar of Companies, the administrators appointment will cease to have effect and, at that
point, they will be discharged from liability under P98(3) of Sch B1 immediately. Three months after the date
of registration of the notice, the Company will be dissolved.

Creditors’ rights :

Within 21 days of the receipt of this 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 in

writing that the administrators provide further information about their remuneration or expenses which have i
been itemised in this report.

Any secured creditor, or an unsecured creditor (with the concurrence of at least 10% in value of the unsecured
creditors or otherwise with the court’s permission) may within 8 weeks of receipt of this report make an
application to court on the grounds that, in all the circumstances, the basis fixed for the administrators’
remuneration is inappropriate and/or the remuneration charged or the expenses incurred (including any paid)
by the administrators, as set out in this report, are excessive,

The above rights apply only to matters which have not been disclosed in previous reports.

On a general note, if you have any comments or concerns in connection with our conduct, please contact Adam

Henry Stephens or Finbarr Thomas O'Connell in the first instance. If the matter is not resolved to your

satisfaction, you may contact our Head of Legal by writing to 25 Moorgate, London ECZR 6AY ar by telephone

on 020 7131 4000. 1

Thereafter, if you wish to take the matter further you may contact the Insolvency Services directly via
Insolvency Complaints Gateway. They can be contacted by email, telephone or letter as foliows:

i} Email; msolvency.enguiryline@insolvency. gsi.gov. uk

if) Telephone number: +44 300 678 0015

-

4Children (Direct) Limited (in administration) 1 l'



iii} Postal address: The Insolvency Service, IP Complaints, 3rd Floor, 1 City Walk, Leeds £511 9DA.

ek

Adam Henry Stephens, Andrew Stephen McGill and Finbarr Thomas O'Connell

Joint Administrators

Date: 14 August 2019

4Children (Direct) Limited (in administration) 12 'l
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| Statutory information

Relevant Court
Court Reference
Trading Address

Registered Office

Registered Number:

Joint Administrators

Contact details

Date of Appointment

Extension to period of
administration

High Court of Justice, Chancery Division, Companies Court
5193 of 2016
City Reach, 5 Greenwich View Place, Isle of Dogs, London, E14 9NN

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

5133622

Adam Henry Stephens, Finbarr Thomas O'Connell of Smith & Williamson
LLP, 25 Moorgate, London, EC2R 6AY and Andrew Stephen McGill of 9
Colmore Row, Birmingham B3 2BJ

(IP Nos 9748, 7931 and 9530)

In accordance with P10G {2) Sch B1 1A 86 a statement has been made
authorising the joint administrators to act jointly and severally.

Adam Henry Stephens of Smith & Williamson LLP, 25 Moorgate, London,
EC2R 6AY, adam.stephens@smithandwilliamsen.com and 020 7131 4000.

31 August 2016

1*" extension by the consent of the secured until 31 August 2018.

2" extension by sanction of the Court until 31 August 2019.
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Il Receipts and payments account

Receipts and payments account to 14 August 2019

Statement
of Affairs
£

35,000.00
92,297.00
30,000.00

{500,000.00}

(334,623.00)

(677,326.00)

ASSET REALISATIONS
Bank Interest Gross
Book Debts

Cash at Bank

Fumiture & Equipment
Utilities Refund

COST OF REALISATIONS
Agents/Valuers Fees
Bank Charges
Corporation Tax

Duress Payments

Joint Adminstrataors’ fees
Legal Expenses

Legal Fees

Refunds of Payments Received in Error
Specific Bond

Stationery & Postage
Statutory Advertising

PREFERENTIAL CREDITORS

Employees Wage Arrears & Holiday Pay
Mational Insurance Fund

Tax Deductions

FLOATING CHARGE CREDITORS
Floating Charge Creditor

UNSECURED CREDITORS
Trade & Expense Creditors

From 01/03/2019
To 14/08/2019

From 31/08/2016
To 14/08/2019

£ £

163.25 1,808.83
11.31 429,928.35

NIL 134,258.16

NIL 1,250.00

NIL 546.65

174.56 567,791.99

NIL 3,745.00

0.20 16.20

12.78 12.78

2.50 966.63
91,636.08 91,636.08
NIL 428.13

NIL 2,600.00

NIL 6,384.68

140.00 140.00
1,361.83 1,361.83
NIL 140.59
{93,153.39) (107,431.92)
NIL 4,623.61

NIL 13,048.57

NIL 1,697.29

NIL (19,369.47)
24,568.23 349,568.23
{24,568,23) (349,568.23)
91,422.37 91,422.37
(91,422.37} (91,422.37)
{208,962.43) NIL

Notes and further information required by SIP 7

* The administrators’ remuneration has been approved.

* No payments have been made to us from outside the estate,

» Details of significant expenses paid are provided in the body of our report.

+ Information concerning our remuneration and disbursements incurred is provided in the body of the report.

+ Information concerning the ability to challenge remuneration and expenses of the administration is

provided in our report.

+  All bank accounts are interest bearing.

» There are no foreign currency holdings,

4Children {Direct) Limited (in administration)
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¢ All amounts in the receipts and payments account are shown exclusive of any attributable VAT, Where VAT
is not recoverable it is shown as irrecoverable VAT.

Notes and further information required by SIP 9

- The significant payments made in the estate relates to the joint administrators' fees and expenses
and legal fees and expenses. The joint administrators incurred time costs of £206,661,.37 during the
administration, however they have drawn fees of £91,639.08, The joint administrators will be writing
off approximately £115,000 of time costs.

These costs relate to realising the assets of the Company.

The work undertaken by the administrators enabled them to declare a divided to the secured creditor
of £349,568. A distribution of 100p in the £ to the preferential creditors and a dividend of 10.50p in
the pound to the unsecured creditors through the prescribed part rule.
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Il Time analysis for the period

From 1 March 2019 to 14 August 2019

Manager/ Average

Partner / Associate Assistant Gthear Assistants & Total hourly
Classification of work function Birector director Manager  professionaf staff support staff  hours Time cost rate

Administration and planning

Stalutory returns, repotts & meetings 0.0 o.00 Q10 £.50 0.00 6.60 1.268.97 2370
Caslnenag gensral, inceding toading 0.00 000 0,45 0,00 180 225 2000 320 0D
i::::::ln:gm;::w\w and prograssion Ine & month reviess and fanming meetings o.eo oo Lon - 010 e LAl 2
Post-apuaintmant taxation t¥AT PAYE/IIC, Corp Tax that a'e nat trading relstad 0.20 0.00 0.70 3.40 0.00 4,30 1,407.50 257.56
Directur /manags: rowtew, appresal and Ligamg 0.0% 0.00 G on 0.00 0.0% .10 4400 420.00
Creditars

Floating charge creditor, 0.00 oo 015 .50 [ife] .65 16500 £51.85
Emphiyees B persizn lolhert 1ncl Jubcontre /034 et 0.0 Qo0 0.00 150 a.aa 150 Far.at 165 (0
Unseonred credhtary 040 080 (1N 3295 0.00 RN 10,956 G0 748,72
cisttibutions far prets and unsecw od 0.0 .00 0.00 .00 2.90 340 o000 176,47
Gthe c oo 0.0 0.0w 215 000 FRE] 404 50 730,00
Tatal 1.75 0.a¢ 131,15 54,45 4.85  74.20 £18,788.0G0 75321

Breakdown of time spent by Smith & Williamson Financial Services employees

Hoary
Manager/ Averdge

Partner / Associate Assistant Other Assistants & hourly
Classification of work funcrion Director director Manager professional staff  support staff Time cost rate

Smith & Williamson Financial Services
SaFs Emplayes Benafits Consulrancy @0 0.00 0.00 0.00 a.00 [{Rth] 0.00 oo
Tatal 0G0 0.00 .00 0.00 0.00 @ Q0 £0.0Q £0.00

Administration and Planning
This section of the analysis encompasses the cost of the office holders and their staff in complying with their
statutory obligations, internal compliance requirements, and all tax matters,
This work includes the following:
e Drafting the 6 month progress reports to creditors
s  Dealing with routine correspondence.
»  Maintaining physical case files and electronics case details on IPS (case management software),
+  Case reviews (including 6 month reviews).
« (Case bordereau and reviews.
« (ase planning; administration; and general case progression, including adjustments in appointment
strategy.
*  Maintaining and managing the appointment's cash book and bank accounts.
+  Ensuring statutory lodgements and tax lodgements obligations are met.

Creditors

Work under this section includes extensive correspondence and other contact with the creditors of the
Company regarding sale, continued services and amount owing. The work includes the following:

. Dealing with creditor correspondence via ernait and telephone,

. Preparing reports to charge holders.

. Dealing with pension pesitions and third party.

. Maintaining creditors’ information on our insolvency database.

. Declaring the final dividend to the secured creditor

. Adjudicating 56 unsecured creditors’ claims

’ Declaring and paying the dividend to the unsecured creditors through the prescribed part rute,
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IV Cumulative time analysis

From 31 August 2016 to 14 August 2019

Managers
_Assistant Other
Manager

Assistants & Totat
prafessional staff  support staff  hours

Partner /
Director

Associate

Ciassification of werk function director

Administration and planning

Average
hourly

Time cost rate

Statutory retusns, reports & meétings 6.75 m 1.00 21.15 41.65 Q.25 70.80 18,236.43 257.58
Initfal posk-appaintment natffication letters, including creditors 0.80 0.00 5.50 0.45 1.00 7.7 2,100,50 271.03
Cashiering general, induding bonding 016 0.0 0.95 5.30 1465 31.20 7.236.00  231.92
::Zcilsj:zgm;:vlem and prograssion {inc & month reviews and planning meetings, 410 .00 14,20 22.90 0.50 4170 10,250.50
"Past-appointment taxation (VAT, PAYE/NIC., Corp Tas that are not trading retated) 0.20 200 e .40 T oo 1020 2,533.50
Protection of company records {inclelectronic) 0.60 0.00 265 000 000 3.2 45.25
Travelling - 0.00 0.00 1.75 0.6 000 1.75 498.75
Filing, file and fnformation management 0.00 .00 3.53 1.00 0.00 4.55 1,067.50
Agents and advisers, general .00 ] 0.00 1.95 0.00 0.00 1.95 462.75

Correspondence with joint liquidator 0.00 0.35 130.50

Fiting - Administration and planning 0.00 6.45 1,340.75
Birector/manage! review, approval and signing - Toa0 055 5,25 a8,
Other 0,00 40.50 9,197,735
Investigations .

Directors' correspondence & conduct questiennaires 1.00 0.00 2.25 0.00 0.00 3.25 493.95 151.98
Creditor & shareholder complaints 0.00 3.00 0,35 0.00 0.00 0.39 82.23 235.00
Statutery books and accounting records review .00 0.00 110 0.00 0,00 1.10 82.33 74.8%
Investigation of legal claims 0.00 0.00 0.40 0.00 0.00 .40 94.00 235.00
3IP2 and SIP4 obligations (ine CODAZE formst 7 120 : i 60 450 000 7.30 179800 246.30
Enquirles of advisers 0.00 0.00 0.85 .00 0.00 0.85 199.75 235.00
Realisation of assets ’

Debtors subject to invoice discounting /factoring 0.00 G.00 0.00 0.45 0.00 0.45 97.00 215,56
Debtors not financed {includes reassigned debtors} 7.45 0.00 78.80 120.65 0.00  206.90 46,736.03 225.89
Cther chattel assets 0.80 0.00 .10 0.20 0.00 30 942,00 303.87
Financed assets icnly if equity-otherwise creditors, incl HP and lzasing) 0.00 0.00 1.25 0.00 0.00 1.25 29375 235.00
Sale of business as a whale, including liaison with legal advisels agents etc 1.20 2.00 033 0.00 0.00 1.55 604,25 389.84
Cash at Bank 295 0.00 2.35 0.00 0.00 5.20 +,860.50 351.04
Sale of business-post completion matters 1.60 0,00 10.13 0.00 0.00 170 3,14%.00 289,15
Filing - realisation of assets 0.00 Q.00 0,75 Q.00 0.00 Q.75 187.50 250.00
Cther 0.00 0.00 .50 0.00 0.00 7.50 2,122.50 283.00
Trading T ‘ ‘ - 0 /> = -
“Trading o decision and day 1-3 operations oo 0. TTees 200 0.00  11.65 1,150.25  270.41
Shutdown or handaver .40 0.00 0.0 T oo 0.00  2.40 1,044.00  435.00
Creditors i
Fixed charge creditois Q.40 Q.00 0.00 - 0.00 0.00 0.40 174.00 435.00
Floating charge credhtars 6.25 0.00 12,13 0.50 0.00 1890 6,023.50 318.70
HP & lease creditors 0.00 0.00 7.50 Y 000  7.50 71250 281.67
RPO and ERA claims & tribunals 0.00 0.00 5.45 7.60 0.00  13.05 2,917.25 223.54
Employees & pension fother) {Incl Jobcentre/CSA ete) 2.50 0.00 29.40 96.50 0.00 128.40 26,135.28 203.55
Lrown (not RPO etc) 0.00 0.00 0.25 3.00 0.00 323 T48.75 230.38
Unsecured creditors 1.30 0.00 51.20 79.65 010 132.35 31,254.80 236.15
ROT Claims ' 0.00 0.00 1.45 - .50 Q.00 1.93 370.80 190.15
Distributions for prefs and unsecured 0.75 0.00 0.30 4.25 2.50 11.90 2,727.50 2729.20
Filing- creditors 0.00 0.00 0.00 3.40 0.00 3.40 630.00 200.00
DMrector/manager review, approval and signing 0.00 0.00 0.50 0.00 0.00 .50 142.50 285.00
Gther 0.00 0.00 0.00 2.40 0.00 2.40 534.50 22,1
Corporate Tax o

Corpatate Tax 0.00 0.00 9.80 2.25 350 15.55 3,496.50 224.86
Forensics

Forensis [0 N E X R 600 6350 12,420.00 17439
Total T 43. 10”‘ 1,20 EXE T g0 30,

Breakdown of time spent by Smith & Willamson Financial Services employees

Hours
Manager/
Assistant Qther Assistants k& Total
Manager  professional staff  seppertstaff  hours

Partner / Associate

Classification of work functien Director director
smith & Williamsan Financial Services
SBWFS Employes Benefits Consultancy §.90 0.0 7205 2.95 0.00 83.%0

Total 8.90 0.00 72.05 2.9% 0.00 B81.90

Average
hourly

Time cost rate

16.382.50
£16,382.50

195,26
£195.26
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Explanation of major work activities undertaken

Administration and Planning

This section of the analysis encompasses the cost of the office holders and their staff in complying with their
statutary obligations, internal compliance requirements, and all tax matters.

This wark includes the following:

-

Drafting the 6 month progress reports to creditors

Dealing with routine correspondence,

Maintaining physical case files and electronics case details on IPS (case management software).
Case reviews (including & month reviews).

Case bordereau and reviews.

Case planning; administration; and generat case progression, including adjustments in appointment
strategy.

Preparing reports to stakeholders.

Maintaining and managing the appointment's cash book and bank accounts.

Ensuring statutory lodgements and tax lodgements obligations are met.

Investigations

Investigations include work carried out as a consequence of the obligations placed upon us to investigate the
Company’s affairs. The work undertaken is that described in SIPZ and SIP4 which govern both the
investigations of the Company’s failure and also examine the conduct of the directors. This work includes

the following:

Investigating the reasons for the failure of the Company (including enquiries with the company’s
directors and possible interviews of key stakeholders).

Review and investigation of stakeholders’ complaints and responses into the failing of the business
and actions of company’s directors,

Review and storage of books and records.
Asset tracing (including land registry and company searches).

Possible actions (including legal recourse} to restore assets of the company, or compensate the
company for the financial losses incurred.

Discussions and correspondence with relevant personnel and agents.

Realisation of assets

This section is in relation to the realisation of the Company’s assets, which is explained in detail through the
contents of our report. The work generally includes the following:

Liaising with secured charge holders in respect of the sale of assets subject to their security.
Book debt collection. Significant time was incurred reviewing the Company’s books and records,
reconciling the debtors and corresponding at length with a number of parties in regard to sums

owed.
Management and assignment if subject to finance.

Miscellaneous asset realisation (i.e. cash at bank), outlined in the contents of the report.

Reconciling the cash at bank and corresponding with HSBC

Ensuring all matters in regard to the sale are dealt with including leases and matters of concern for
Action for Children. Local Authority transfers have been broadly concluded without equivalent
challenges,

Trading

This section is in relation to the evacuation of the Charity Group’s head office, The work includes the
following:

-

Collecting all the books and records
Liaising with agents in regards to the leased assets and other assets that required to be dealt with

prior to vacating the premises.
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Creditors

Work under this section includes extensive correspondence and other contact with the creditors of the
Company regarding sale, continued services and amount owing. The work includes the following:

¢ Dealing with creditor correspondence via email and telephone.

e  Preparing reports to charge holders.

+ Dealing with pension positions and third party.

Maintaining creditors’ information on our insolvency database.

Declaring the interim and final dividends to the secured creditor

Adjudicating the preferential creditors’ claims

Paying the dividend to the preferential creditors

Adjudicating 56 unsecured creditors’ claims

Declaring and paying the dividend to the unsecured creditors through the prescribed part rule

Corporation Tax

¢ Ourtax department were instructed to complete the tax returns for the Group. These tax returns
proved complex due to the structure of the Group and the lack of information available in the
Company’s books and records. In addition, our tax department had to agree the final pre-
appointment tax return.
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V Fee Estimate

4 Chilgeen (Gurecty n Admintstratlon -
Fees 23limete mccording fo mumier of hours, grade of Alaf aid Xpected worh to be Uncertaken
Anticiated caxe iration H yrars
partver | amsonisre | B brtasaioni| assisanss &
Oiwector | Girecrar pmrtant sratf suppars atatt
sa0 283 230 2z 185
Hourly rate (61
Hars N ”Z'.'“:om \erers
Ciass fcation of work funcunn
Administration ang ptanning
P oo - oo om0 - e w| | sz
RIS S e e s .m0 550 o.u5 150 775 2.059.00 20310
I IRV <0 1on 600 e 2z4s 4,203 35 15050
N s
e Ky et e e 1o e T »190 a7av 7a 228 05
‘y“‘!‘r'\_"_,:’_ B A D o 1 o0 200 470 00 225,00
D e e vea 269 525 *52.50 7315
e T a.z0 150 200 <55 00 77w
e ne 1rs - 173 185 00 220 00
e e e e ) 320 sooo0| | rsaw
e e 1 Tes 44250 25000
e mee ot aed e 200 400 s 00 10.00 2.880 00 288 00
e et e am 0 o 720 1,670 00 231
e T e e el aee f oo - ow 130 s75.00 aar 31
= 1500 000 B P 10,356 00 73000
et T
L T N | oo 778 325 1.082.50 Ak 97
s B s a7 50 230 00
S an e o 275 00 #5000
e e & o 40 100,00 25000
o o o . Ve e 2w 1980 00 srr a0
PN EET IR ™ oas 212 %0 25000
Realization of st
S RS 0 o0 5 0o 1.0 #1000 51,400.00 oS
e e e T oo s 120 500 1470 00 20400
- T vas 31250 25000
P e e e e e e - an o wars|  emw
PR ) s I 530 2082 %0 8415
e LN P e e oo . s a0 2,100,090 08 57
.00 oo oo 2,490.00 244 33
R R P RRISTORN 448 .45 za12.50 25000
e 2w z40 1,200.00 sc0.00
creaiters
s 0w o.40 200.00 500 00
[T 6m 10 00 1600 5.500.00 34173
§ e o o 750 .50 1.875.00 250.00
cmars T e TG e LN A oo 500 1350 3,350 00 74815
L L L e A e e 2 17.00 18.00 3730 2,380.00 2094
BPILYT D0 e s 00 400 10.00 2,380.00 238.00
b 100 200 100 690,00 23000
R 1 o0 000 40,00 81 00 12,300.00 27
SO1 et T EX tos avz.sa 223
[N 00 ase 530 00 2000
[ o as0 125.00 250,00
e 10 100 za0 47000 235,00
"ustrinutions
e et 100 100 zoo 470 90 3500
[ R 1o 200 .00 ot 697 2,280 71 92
Foremsies where spatcstie
Laren wm| s%.50 15,515 00 27124
Tou o s T e | rzer|  wenmsa] e

4Children (Direct) Limited {in administration)

21



. Manager/ Senior Totsl estimated
Partner 7 Associate R R Total R Average
. Assistant Administrator/ time costs
Director Director haours hourly rate
Manager Administrator iLy
Hourly rate {E) 29% 200 185 145
Pensicns 6.00 - 4.00 10.28 20.28 4,000.4¢6 197.27

4Chitdren (Direct) Limited In Administration

Estimated expenses in accordance with Categories 1 & 2 (SIP 9) and payable to third parties *
Estimated expenses applicable to all cases Total
Specific hond 140.00
Statutory advertising costs 200001
Case specific costs - where applicable
Pensions - Smith & Wiliamson Financiat Services Limited 4,000.00
Employee Claims 5,000.00)
Apents fers 20,000.00)
Cebt Collection fees
Legal fees 100, 000.00)
Slorage cosks S00.00)
Postage S00.001
Total 129,840.00
Category 1 expenses, in accordance with Statement of Insolvency
Practice 9 are specific costs payable to an independent third party and
relate directly to the case in question. Category Z expenses are payable
1o the office holder's firm and are shared or allocated costs, most
notably business mileage.

Note: Legal fees related to the whole Charity Group.

The following gives a summary of our estimates, and the actual time costs incurred as at 14 August 2019 for
ease of comparison:

The joint administrators prepared time costs estimate for two years however it would be beneficial for
creditors for a comparison to the total costs of the administration.

Estimated Actual Fees Incurred

fees to be £

incurred
Administration and Planning 49,089.63 54,286.43
Investigations 3,727.50 2,750.28
Realisation of Assets 60,722.50 55,992.53
Trading 3,612.50 4,194.25
Creditors & Distributions 47,333.21 73,821.38
Forensics 15,515.00 12,120.00
Corporation Tax Nil 3,496.50
Total 180,000, 34 206,661.37

The material differences between our original estimates and what has actually been incurred as at 14 August
2019 can be explained as follows:

Administration and Planning (£5,196.80 underestimated}

The fee estimate was underestimated because the administrators decided not to conclude the administration
until the assets of the whole Charity group has been realised and all matters concluded.
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Realisation of Assets (£4,729.97 overestimated)
Realisation of assets fees have been underestimated due to the following:
+ Certain assets were held within another entity within the Charity Group
Creditors (£26,488.17 underestimated)
Creditors’ fees have been underestimated due to the following:

«  The joint administrators have incurred significant time finalising matters in relation to various classes
of creditors.

« Significant time has been incurred adjudicating the preferential creditors’ claims.

s  Significant time has been incurred adjudicating the unsecured creditors’ claims.

= The joint administrators have engaged in significant discussions with the secured creditor.

Corporation Tax (£3,496.50 underestimated)
Costs incurred by our tax department have been underestimated due to the following:

«  Qur tax department were instructed to complete the tax returns for the Group. These tax returns
proved comnplex due to the structure of the Group and the lack of information available in the
Company’s books and records. In addition, our tax department had to agree the final pre-
appointment tax return.
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VI Staffing, charging, subcontractor
and adviser policies and charge out
rates

Introduction
Detailed below are:

e  Smith & Williamson LLP’s policies in relation to:
Staff allocation and the use of subcontractors
Professional advisers including S&WFS
Disbursement recovery

*  Smith & Willlamson LLP’s S&WFS’ current charge cut rates

Staff allocation and the use of subcontractors

Our general approach to resourcing our assignments is to allocate staff with the skills and experience 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 administrator 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 below provides details of all grades of staff and
their experience level,

We may use subcontractors to perform work which might ordinarily be carried out by us and our staff where it
is cost effective to do so and/or where the specific expertise offered by the subcontractor is required.

Details of any subcontractors’ services during the administration are set out in the body of this report.

Use of professional advisers

We select professional advisers such as agents and solicitors on the basis of balancing a number of factors
ncluding:

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

* The complexity and nature of the assignment.

*  The availability of resources to meet the critical deadlines in the case.

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

*  The extent to which we believe that the advisers in question can add value to the assignment.

SEWFS

S&WEBC is a pensions consultancy firm which specialises in providing advice to Insolvency Practitioners on their
appointment in relation to all aspects of pensions. It is a division of S&WFS, a company associated with Smith
& Williamson LLP.

SEWEBC may be engaged to deal with the Company’s pension affairs. Payments to parties in which the
administrators or their firm have an interest must be disclosed to, and approved by, creditors. Fees for their
services are accrued on a time costs basis. Consequently, details of the charge out rates for S&EWEBC 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
specifically identifiable to the case, such as postage, case advertising, invoiced travel and external printing,
room hire and document storage, Also chargeable will be any properly reimbursed expenses incurred by
personnel in connection with the case.

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

Since 7 July 2012 Smith & Witliamson LLP’s policy is 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 mile. Pricr to 7 July 2012 approval may have been obtained to recover
ather types of Category 2 disbursements,

Nao Category 2 disbursements have been incurred and/or recovered in the administration.

Charge out rates

A schedule of Smith & Williamson LLP's charge out rates was issued to creditors at the time the basis of the
administrators’ remuneration was approved.

The rates applicable to this appointment are set out below.

Smith & Wiltliamson LLP London Regional
Restructuring & Recovery Services office uffices
Charge out rates Lt Libr

From 1/7/16 From From From

1717 1/7/16 1/7/17
Partner / Director (from 1 January 2016) 435-485 435-500 350-375 350-375
Associate Director 370-380 390-410 295-305 295-315
Managers 235-315 250-350 190-290 190-310
Other professional staff 150-235 160-305 120-175 120-180
Support & secretarial staff 85-90 80-170 60-135 60-135

Smith & Wiliamson LLP London office  Regional
Restructuring & Recovery Services £/hr offices
Charge out rates as at 1 July 2018 Efhr
Partner / Director 450-520 360-380
Associate Director 420 290-320
Managers 250-365 225-310
Other professional staff 170-320 140-185
Suppert & secretarial staff 90 60-140
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Smith & Willlamson LLP London office  Regional

Restructuring & Recavery Services t/hr offices
Charge out rates as at 1 July 2019 Erhr
Partner / Director 470-540 376-432
Associate Director 440 352
Managers 270-380 216-304
Other professional staff 180-380 144-192
Support & secretarial staff 100 80
Notes

1. Time is recorded in 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 cashiering function is centralised and London rates apply. The cashiering
function time is incorporated within “Other professional staff” rates.

SEWFS Employee Benefits Consultancy From t/7/16 From 1/7/17
Charge out rates £/hr £/hr

Director 225-420 245-349
Associate Director 200-240 204-244
Manager 185-195 139-195
Administrator 70-145 88-170

5&8WFS Employee Benefits Consultancy Per hour
Charge out rates from 1 July 2018 £
Director 245-349
Associate Director 204-244
Manager 139-195
Administrator 88-170
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S&WFS Employee Benefits Consultancy

Charge out rates from 1 July 2019

Per hour

£

Director
Associate Director
Manager

Administrator

Smith & Williamson LLP

Corporate Tax

Charge out rates as at 1 July 2019

245-349
204-244
139-195

88-170

London office
£/hr

Partner / Director
Associate Director
Managers

Other professional staff

Support & secretarial staff

Smith & Williamson LLP

Forensics

Charge out rates as at 1 July 2019

Partner / Director
Assaciate Director
Managers

Other professional staff

Support & secretarial staff

575-690
460

245-400
115-210

60

London office

£/hr

470

320-410

240
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www.smithandwilliamson.com

Principal offices: London, Belfast, Birmingham, Bristol, Cheitenham, Dublin, Glasgow, Guildford, Jersey, Salisbury and Southampton.

Smith & Williamson LLP is regulated by the Institute of Chartered Accountants in England and Wales for a range of investment business
activities. A member of Nexia International. Registered in England at 25 Moorgate, London ECZR 6AY No 0C369871.

Nexia Smith & Williamson Audit Limited is registered to carry on audit work and regulated by the Institute of Chartered Accountants in
England and Wales for a range of Investment business activities. A member of Nexia International.

A member of

Nexia

International

Smith & Williamson is a member of Nexia International, a worldwide network of independent accounting and consulting firms.

> Smith & Williamson Holdings Limited 2013



