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Atlantic Carbon Group Plc - in Administration {(the Company)

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

1.9

Why this report has been prepared

As you will be aware, Alastair Paul Beveridge, Simon Jonathan Appell and
Clare Laura Kennedy (the Administrators) were appointed on 22 July 2019.

In accordance with UK insolvency legislation, administrators are required to make
a statement setting out their proposals for achieving the statutory purpose of an
administration. This report and all appendices form the Administrators’ proposals
and covers the period 22 July 2019 to 16 August 2019 (the Period).

The purpose of this report is to provide statutory and financial information about
the Company, the background to the Administration, the Administrators’ proposed
strategy, details regarding the Administrators’ fees and the expected outcome for
each class of creditor.

The administrator of a company must perform their functions with a view to
achieving one of the following statutory objectives:

Objective 1: rescuing the company as a going concern;

Objective 2: 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 administration); or

Objective 3: realising property in order to make a distribution to one or
more secured or preferential creditors.

In this case the Administrators are pursuing the third statutory objective. Further
details of how they intend to achieve that objective can be found in section 4 of
this report.

The Company’s creditors are responsible for approving the Administrators’
proposals and fees. In this case it is proposed that the basis of the Administrators’
fees, category 2 disbursements and pre-administration fees will be approved by
White Oak Global Advisors, LLC (the Secured Creditor). Further details of the
Administrators’ fees and disbursements can be found at Appendices D to F.

In this case, the Administrators intend to seek approval of their proposals via a
deemed approval process and further details on this matter can be found in
section 8 of this report.

More information relating to the Administration process, Administrators’ fees and
creditors’ rights can be found on AlixPartners’ creditor portal

(https: //www.alixpartnersinfoportal.com). Log-in details to access this
information can be found within the covering letter you have received.

If you require a hard copy of this report or have any queries in relation to its
contents, or the Administration generally, please contact Michael Watkin on
+44 (0) 161 838 4507, by email at creditorreports@alixpartners.com, or
write to AlixPartners’ office at The Zenith Building, 26 Spring Gardens,
Manchester, M2 1AB.

Administrators’ Statement of Proposals
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Atlantic Carban Group Plc - in Administration (the Company)

Summary of information for creditors

Estimated dividend for creditors

Description Estimated debt £ Likely level of return £
Secured Creditor 37.3 million 8.9 million
Preferential creditors 6,841 Nil
Unsecured creditors 1.1 million Nil
Notes:

Throughout this report, the currencies referred to are USD $ (United States
Dollars) and GBP £ (British Pounds Sterling), and all conversions between these
currencies have been completed using the exchange rate at the date of the
Administrators’ appointment, being $1.24:£1.

The estimated debts have been taken from the directors’ Statement of Affairs
(SohA).

Funds available for distribution and dividend rates are detailed before taking into
account the estimated costs of making the distribution.

The likely levels of return are estimated and are therefore subject to change.

Secured Creditor

The Company granted a fixed and floating charge debenture to the

Secured Creditor on 27 May 2016 {the Debenture). At the date of appointment,
the Secured Creditor was owed approximately £37.3 million including accrued
interest and charges under its security.

Based on the estimated realisable value of the Company's assets per the ScA, the
Administrators anticipate that it will be possible to distribute approximately

£8.9 million to the Secured Creditor, which will result in a2 shortfall against the
Secured Creditor’s lending.

Preferential creditors

The SoA indicates there are preferential creditors with claims totalling £6,841,
made up of employees’ arrears of holiday pay and pension contributions.
Based on current information, after accounting for the anticipated costs of the
Administration, the Administrators do not anticipate there will be sufficient
floating charge realisations tc enable a dividend to be paid to the preferential
creditors.

Administrators’ Statement of Proposals
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Unsecured creditors

The SoA indicates there are unsecured creditors with claims totalling
approximately £1.1 million. Based on current information, after accounting for the
anticipated costs of the Administration, the Administrators do not anticipate there
will be sufficient floating charge realisations to enable a dividend to be paid to the
unsecured creditors.

Further information is provided in section 7 of this report.

Administrators’ Statement of Proposals
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Atlantic Carbon Group Plc - in Administration (the Company)

31

3.2

3.3

3.4

3.5

3.6

3.7

Background and circumstances leading to the
Administration

The Company is a UK registered holding company which was incorporated in
December 2004. It is part of a wider group engaged in the mining and production
of high grade anthracite (the Group). The Company’s subsidiary entities are
registered in the United States of America (US) and oversee the operation of
mines and processing plants in Pennsylvania. The Company’s principal assets are
its 100% shareholdings (the Shares) in Atlantic Carbon Group Inc. (ACGI),
Newcastle Anthracite Company and The Central Pennsylvania Anthracite
Company, LLC (together the Subsidiaries).

The Group has faced challenging trading conditions since 2018, primarily as a
result of a change in its mining ¢ycle from coa! extraction in 2017 to waste
extraction in 2018. Additionally, a physical transition of operations was
undertaken following the development of a new mining site. These factors
resulted in significantly reduced production together with increased operating
costs, which compounded financial losses from the previous year.

The Group required additional capital to maintain operations during this period,
which was provided by the Secured Creditor. Whilst increased production and
reduced operating costs were anticipated following completion of the transition of
operations, by July 2019 the Secured Creditor had advanced debt totalling
approximately £37.3 million including accrued interest and charges. In the
months preceding the Administrators’ appointment, several events of default had
occurred which had not been remedied.

On 18 July 2019, AlixPartners UK LLP (AlixPartners) was approached by the
Company’s directors for advice in respect of the Company’s financial position as
guarantor to the Debenture, and options for placing the Company into a formal
insolvency process.

On 19 July 2019, the Secured Creditor served a demand letter on the Company
rendering all amounts due under the Debenture immediately due and payable
(the Demand). A board meeting was subsequently held on 21 July 2019 which
determined that the Company was unable to satisfy the Demand and meet its
debts as they fell due, The meeting resolved that the Company should invite the
Secured Creditor to take immediate steps to place the Company into
administration.

On 22 July 2019, Alastair Beveridge, Simon Appell and Clare Kennedy were
appointed as Administrators of the Company following the filing of a notice by the
Secured Creditor at court.

It should be noted that the Administrators’ appointment only applies to the
Company and not to any other entity in the Group.

Adrninistrators’ Statement of Proposals
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Atlantic Carbon Group Plc - in Administration (the Company)

4.1

4.2

4.3

4.4

4.5

The objective of the Administration

The first objective under the Administration regime is based on the survival of the
Company through a Company Voluntary Arrangement (CVA) or Scheme of
Arrangement (Scheme) under part 26 of the Companies Act 2006.

Due to the quantum of the Company's debts, sufficient funding is not available to
meet the Company’s ongoing obligations and as a result, a CVA or Scheme is not
feasible. The Administrators therefore consider that the first objective cannot be
achieved.

The Administrators do not think that the Administration will achieve enhanced
asset realisations over a winding up scenario. The Administrators are therefore
unable pursue the second 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 Administration). The Administrators will therefore pursue the third
objective to realise property in order to make a distribution to the Secured
Creditor.

The directors and Secured Creditor sought an administration in preference to a
liquidation to ensure that the officeholders could take immediate control of the
Company’s assets and ensure that steps could be taken for their appointment to
be formally recognised in the US under Chapter 15 of the bankruptcy code, which
was a key consideration given the nature of the Company’s principal assets.

Full details of the proposed exit routes to the Administration are noted in
Appendix G.

Administrators’ Statement of Proposals
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5.1

5.2

5.3

5.4

5.5

5.6

The Administration strategy and steps taken to date

It is proposed that the Administrators continue to manage the affairs of the
Coempany in order to achieve the objective of the Administration detailed in
section 4. The Administrators’ strategy is to realise the Company’s assets as
expediently as possible, achieving maximum realisations whilst minimising the
associated costs of the Administration. The Administrators’ strategy with regard to
each class of asset is detailed below.

In addition to their statutory objective, the Administrators have duties imposed by
insolvency and other legisiation, as well as their regulating professional bodies.
The Administrators intend to take the steps detailed below to fulfil their intended
objective and duties. The detail provided is intended to provide users of this
report with information to allow them to understand how the fee estimate and
estimate of expenses provided at Appendix D was compiled, and the sensitivities
that might be applicable to the Administrators’ anticipated fees and expenses.

Contribution to costs

In the absence of sufficient liquid assets in the Company, a funding agreement
has been entered into between ACGI and the Company so that the costs of the
Administration can be met (the Agreement). Under the terms of the Agreement,
an upfront amount of $500,000 was received on 26 July 2019. The Agreement
also provides for an additional $1 million of funding, if required.

Employees and head office

The Company had two employees, one of which was based in the Company’s head
office at a leased premises in Durham. The Company ceased operations
immediately upon the Administrators’ appeointment and the UK employee was
made redundant shortly thereafter.

Shortly following appointment, the Administrators attended the head office to give
notice to the UK employee and the landlord, review and take control of Company
records and vacate the premises. It was established that there are no assets of a
commercial realisable value, therefore the Administrators will take no further
action in this regard.

The second employee is based in the US and is part of the Group’s operations
team. This employee has been temporarily retained at the request of ACGI whilst
arrangements are made for the employment to be transferred to the wider Group.
The ongoing costs of this employment will be met by ACGI, therefore there will be
no impact on the outcome to the Company’s creditors.

Administrators” Statement of Proposals
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5.8

5.9

5.10

5.11

5.12

5.13

Realisation of assets - fixed charge

Investments in subsidiaries

As noted in section 3, the Company’s principal assets are the Shares, which have
a book value of approximately £9.5 million. The realisation of the Shares is the
primary part of the Administrators’ strategy to achieve the objective of the
Administration.

The Administrators launched a competitive tender process on 25 July 2019 with a
view to engaging a specialist US investment bank to assist with the disposal of
the Shares. The Administrators were referred to four advisors which were invited
to submit tenders, three of which presented more detailed proposals on

6 August 2019. The Administrators are currently reviewing each proposal in
conjunction with the Secured Creditor to determine the optimal realisation
strategy.

As the value of the Shares is dependent upon the ongoing financial performance
of the subsidiaries, the Administrators have taken steps to protect their value by
agreeing a monthly financial reporting framework with ACGI. The Administrators
will monitor the financial performance of the Subsidiaries in conjunction with the
Secured Creditor until a sale of the Shares is completed.

Whilst initial assessments of the Shares indicate the realisable value will be in
excess of the book value, for prudence the Administrators have used the book
value when estimating the outcome to the Company’s creditors. The
Administrators will revisit this position once a formal offer has been accepted and
advise creditors of progress in future reports.

As noted in section 4, a key consideration in respect of the Shares was the ability
for the Administrators’ appointment to be formally recognised in the US, which
will facilitate the sale process. The Administrators have engaged Paul Hastings LLP
{PH) to file for recognition of the Administration under Chapter 15 of the

US bankruptcy code. This process requires the Company to hold an amount equal
to $50,000 in the US, and this sum has been paid te PH as an advance against
the associated legal costs. Once costs have been finalised, any unutilised funds
will be returned to the estate.

The timescale to complete a sale of the Shares is to be confirmed in due course,
however, the Administrators anticipate the transaction will be completed by the
end of 2019,

Realisation of assets - floating charge

Cash at bank

The SoA indicates the Company held funds totalling £4,751 on appointment and
£4,204 has been recovered to date. The Administrators have requested the
Company’s pre-appointment bank (the Bank) to provide statements for all
accounts and transfer any remaining funds to the Administrators. This request is
currently being progressed by the Bank and an update will be provided in the next
report.

Administrators’ Statement of Proposals
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5.15

5.16

5.17

5.18

5.19

Debtors

As detailed in the SoA, the Company has debtors of approximately £5.3 mitlion,
£4.9 million of which are loans issued to entities in the wider Group. It has been
determined that under the terms of the Debenture, collection of these debts are
subordinated to the debt of the Secured Creditor. As the Secured Creditor is
anticipated to suffer a shortfall against its lending, the Administrators do not
anticipate there will be any realisations in respect of the intercompany loans.

The remainder of the debtor balance is made up of trade and other receivables
and totals £369,166 per the SoA. The Administrators have completed an initial
assessment of the recoverability of these debts which indicates approximately
£54,000 of the balance is recoverable. The Administrators’ assessment considered
the age and types of debt, and the estimated realisable value of these assets has
been adjusted accordingly.

The Administrators are in the process of gathering additional information in
relation to these debts and will formulate an appropriate realisation strategy once
sufficient details are available.

Administration (including statutory reporting)

In addition to their duties relating to realising and distributing the assets of the
Company, the Administrators must comply with certain statutory compliance
matters in accordance with the Insolvency Act 1986. These include notifying
stakeholders of the appointment, preparing bi-annual reports to creditors advising
of the progress of the Administration and liaising with employees. The
Administrators are alsc respensible for liaising with HM Revenue and Customs to
determine the final position in respect of corporation tax, PAYE, VAT and other
taxes that may be owed by or to the Company, and for filing tax returns for the
duration of the Administration.

In order to ensure the matters of the Administration are being progressed
sufficiently, the Administrators have a duty to conduct periodic case reviews and
complete case checklists. In addition, the Administrators’ treasury function will
also comply with cash accounting requirements including raising payments,
processing journal vouchers and posting receipts, preparing bank reconciliations
and statutory returns.

The time taken for statutory tasks is largely fixed, insofar as the cost of preparing
a report to creditors or filing an annual return is simifar for most cases, except
where cases are very large or complex. Where the costs of statutory compliance
and reporting to creditors exceeds the initial estimate, it will generally be because
the duration of the case has been longer than expected, due to, for example,
protracted realisation of assets, and therefore additional periodic reports have had
to be prepared and distributed to stakeholders.

Administrators’ Statement of Propcsals
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5.20

5.21

5.22

5.23

Investigations

The Administrators will conduct investigations into the cenduct of the directors
and transactions entered into prior to the Company’s inselvency, as required by
the Company Directors Disqualification Act 1986, and Statement of Insolvency
Practice 2 - Investigations by Office Holders in Administrations and Insolvent
Liquidations. Based on the outcome of the investigations, further steps may need
to be taken, details of which will be provided in the next report to creditors.

The Administrators’ duty is to conduct an initial review to determine whether
there are matters which require further investigation, and if so, whether there is a
realistic prospect of recovering assets for the insolvent estate for the benefit of
creditors,

The Administrators also have a duty to consider the conduct of those who have
been directors of the Company at any time during the three years prior to their
appointment, and to provide information to the Insolvency Service in respect of
that conduct and the circumstances regarding the Company’s insolvency.

The Insolvency Service will use this information to assess whether there are
matters that require action to be taken against the directors to prevent them from
controlling other companies. The information provided to the Insolvency Service is
confidential and is not available to creditors.

A questionnaire is available on AlixPartners’ creditor portal
(https://www . alixpartnersinfoportal.com) for completion by creditors to
assist the Administrators in their investigations. If there are matters that yocu
consider the Administrators should be aware of, please attach details to the
questionnaire and return it to AlixPartners’ office at The Zenith Building,

26 5pring Gardens, Manchester, M2 1AB. This request forms part of the
Administrators’ statutory duties and does not imply any criticism of the directors.

Creditors (claims and distribution)

The Administrators will provide regular updates to the Secured Creditor in relation
to asset realisations, the financial performance of the Subsidiaries and general
progress of the Administration. The Administrators will also deal with general
creditor and shareholder correspondence, telephone calls and email queries.

Administrators’ Statement of Proposais
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6.1

6.2

6.3

6.4

6.5

6.6

Financial position and Administrators’ receipts
and payments

Financial position

The SoA of the Company, together with a list of creditors’ names, addresses and
details of their claims is attached at Appendix B.

The Administrators have the following observations to make in relation to the
SoA:

In accordance with standard practice, the SoA has been prepared before
providing for the anticipated costs of the Administration.

The SoA states the realisable value of the Shares Is equal to the book value.
Whilst initial assessments of the Shares indicate the realisable value will be in
excess of this amount, for prudence and until a formal offer is accepted, the
Administrators have used the book value when estimating the outcome for
creditors.

No realisable value has been attributed to the intercompany debtors in the
SoA as collection of the same is subordinated to the debt of the Secured
Creditor.

The SoA also states that trade and other debtors are fully recoverable. As
detailed in section 5, the Administrators have conducted an initial assessment
of these balances and are of the view that approximately £54,000 of the total
balance is recoverable.

The SoA indicates that funds will be available to enable dividends to be paid to
the preferential and unsecured creditors. However, after providing for the
anticipated realisations and costs in the Administration, it is not estimated that
sufficient funds will be available for dividends to be paid to these classes of
creditor.

Administrators’ Receipts and Payments Account

A summary of receipts and payments is attached at Appendix C.

As detailed at paragraph 5.3, under the terms of the Agreement, an initial
payment of $500,000 was received from ACGI on 26 July 2019.

As detailed at paragraph 5.11, the Administrators paid an initial deposit of
450,000 to PH in respect of the Chapter 15 recognition process in the US.

Heytesbury Corporate LLP {Heytesbury) acted as the Company’s secretary on
appointment and assisted the Administrators with an initial data gathering
exercise, which was necessary to support the Administration process. The
Administrators agreed to pay the arrears cwed to Heytesbury on appointment,
which totalled £2,700.

Administrators’ Statement of Proposals
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7.1

7.2

7.3

7.4

7.5

7.6

7.7

Estimated outcome for creditors

Secured creditor - White Oak Global Advisors, LLC

The Company granted a fixed and floating charge debenture to the
Secured Creditor on 27 May 2016. At the date of appointment, the
Secured Creditor was owed approximately £37.3 millien (including accrued
interest and charges) under its security.

Based on the estimated realisable value of the Company’s assets per the SoA,
distributions to the Secured Creditor are anticipated to total approximately
£8.9 million, resulting in a shortfall against the Secured Creditor’s lending.
This position is based on estimates and is therefore subject to change.

Preferential creditors

The ScA indicates the total value of the preferential creditors is £6,841. Based on
current estimates, the Administrators do not anticipate there will be sufficient
floating charge realisations to enable a dividend to be paid to the preferential
creditors.

Unsecured creditors

Where there is a floating charge which was created on or after

15 September 2003, the Administrators are required to create a fund from the
Company’s net property available for the benefit of unsecured creditors
(Unsecured Creditors’ Fund), commonly known as the ‘Prescribed Part’.

As the Company granted a floating charge to the Secured Creditor on

27 May 2016, the Administrators are required to create an Unsecured Creditors’
Fund should sufficient funds be available. However, based on present information
the Administrators estimate there will be no floating charge surplus after costs.
On this basis, the value of the Company’s net floating charge property is
estimated to be nil and the value of the Unsecured Creditors’ Fund is also
estimated to be nil.

As the Administrators do not anticipate a dividend will be issued to the unsecured
creditors, they are not invited to submit details of their claims at this stage;
however, should they wish to do so claims will be held on file without review.

If the amount cwed according to the Company’s records is less than £1,000
inclusive of VAT, creditors are not required to submit a Proof of Debt form (PoD)
in order to be entitied to any dividend paid in respect of that debt and no further
action is required. However, if there is a difference between the amount creditors
believe to be owed and the Company’s records, or should you wish to participate
in any decisions made by creditors, a PoD is required.

Administrators’ Statement of Proposals

ADMA401

11



Atlantic Carbon Group Pic - in Administration (the Company)

8. What happens next

Approval of Proposals

8.1 The Administrators think that the Company has insufficient property to enable a
distribution to be made to its unsecured creditors. As a result, the Administrators
are not required to seek a decision from the unsecured creditors as to whether
they approve the proposals.

8.2 Creditors whose debts amount to at least 10% of the total debts of the Company
may however request that approval of the proposals is given via a formal decision
of creditors. The proposals will be delivered to creditors on 28 August 2019 and
any requests for a decision procedure must be made in writing on or before
9 September 2019,

8.3 If creditors wish for such a decision to be made by a physical meeting of
creditors, then the threshold required is either 10 creditors, 10% by value of
creditors or 10% of the number of creditors. If you wish for a meeting to be held,
you must notify the Administrators in writing on or before 9 September 2019.

8.4 If a decision is not requisitioned by creditors by this date the proposals will be
deemed to have been approved.

Report

8.5 The Administrators are required to provide a progress report within one month of
the end of the first six month period following their appointment.

For and on behalf of
Atiantic Carbon Group Plic

Mk—bl\md\j

Clare Kennedy
Administrator

Encs
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Appendix A. Statutory information

Company information

Company name Atlantic Carbon Group Pic

Registered number 05315929

Registered office The Zenith Building, 26 Spring Gardens, Manchester, M2 1AB

Former registered office 200 Strand, London, WC2R 1D)]

Trading address 26A Qld Elvet, Durham, DH1 3HN

Trading name Atlantic Carbon Group

Court details The High Court of Justice, Business and Property Courts of England and
Wales, Insolvency and Companies List (ChD)

Court reference CR-2019-004854

Details of the Company’s directors and secretary, including details of their shareholdings
as at the date of appointment are as follows:

Number of  Percentage of
Date appointed  Date resigned shares held shareholding

Directors
Seth Schwartz 15 April 2019 N/a - -
George Roskos 1 November 2016 N/a 598,265,028 8.5%
Peter Chinneck 3 December 2008 N/a - -
Secretary
Heytesbury Corporate LLP 14 May 2015 8 August 2019 - -

Full details of the Company's shareholders are contained in the SoA at Appendix B.

Appointor’s information

Name Address Position
White Oak Advisors, LLC 3 Embarcadero Center, Suite 550, Administrative agent
San Francisco, CA94111 for the secured
creditors

Administrators’ Statement of Proposals
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Atlantic Carbon Group Plc — in Administration {the Company)

Administrators’ information

Name of authorising

Name Address IP number body

Alastair Paul AlixPartners, 6 New Street Square, 008991 Insolvency Practitioners
Beveridge London, EC4A 3BF Association

Simon Jonathan AlixPartners, 6 New Street Square, 009305 Insoclvency Practitioners
Appell London, EC4A 3BF Association

Clare Laura AlixPartners, 6 New Street Square, 020590 Insoivency Practitioners
Kennedy London, EC4A 3BF Association

The validity of the security and the appeintment has been confirmed by one of the
Administrators’ legal advisors, Burges Salmon LLP (BS).

The Insolvency Regulation Recast (EU) 2015/848 applies to the Administration. The
proceedings are main proceedings as defined by article 3 of the Regulation. The

Company is based in the UK.

In accordance with paragraph 100(2} of schedule B1 of the Insolvency Act 1986, all
functions of the Administrators are to be exercised by any or all of the Administrators.
All references to the Administrators should be read as the Joint Administrators.

Administrators’ Statement of Proposals
ADM401
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Atlantic Carbon Group Pic - in Administration (the Company)

Appendix B. Directors’ Statement of Affairs of the

Company
Statement of affairs
Name of Company Company number
Atlantic Carbon Group Plc - in Administration 05315929
in the Court case number
High Court of Justice, Business and Property Courts of 004854 of 2019
England and Wales, insolvency and Companies List (ChD)

Statement as to the affairs of Atfantic Carbon Group Plc - in Administration

on the 22 July 2019
the date that the company entered administration

Statemant of Truth
I believe that the facts stated in this statement of affairs are a full, true and complete

statement of the affairs of the above company as at 22 July 2019, the date that the
company entered administration

Full name -r < 1 ( ,{;/ i P /_('
Signed 4 '9/ /4”{ —

Dated J-13- 2o g

Administrators’ Statement of Proposals
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Atlantic Carbon Group Ple - in Administration (the Company}

A - Summary of Assats

ASSETS

Assets subject to fixed charge:
Investments in subsidiaries

Less: Due to secured creditor

Surplus ! (Shortfall) to secured creditor

Assels subject lo floating charge:
Cash at bark

Trade/other debtors
Intercompany dabtors

Eatimated tolal assets available for preferential creditors

Signatyre 4 M/ - Date
~~

Administrators’ Statement of Proposals
ADM401

Book Value Esiimat_ed to
Realise
£ E

9,488,744 8,488,144
9,488, 144 9,489,144
(37.292172) (37,292,172)
(27.804,028) (27.804,028)
4751 4751
369.166 369,166

4 835820 .
5,309.737 373,917

£-/3-20or9
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Atlantic Carbon Group Plc - in Administration (the Company)

At - Summary of Liabilities

Esatimated tolal assets available for preferentiat creditors
{Carried from page A)

Liabilities

Preferential employee creditors (1).-

Other preferential creditors
Estimated deficlency/surpius as regards preferential creditors
Estimated prescribed part of net properly where applicable (lo carry forward)
Estirnated total assets available for floating charge holdars
Debts secured by foating charges
Estimated deficiency/surplus of assets after fioating charges
Estimated prescribed part of net property where applicable (brought down}
Total assets available to unsecured creditots
Amounts owing to subsidiary
Trade Creditors

Unsecured employee credrtors (1)

Estimated deficiency/surplus as regards non-preferentiai creditors
{exciuding any shortfall to floating charge holders)

Shartfail to preferential creditors
Srortfall to ficating charge holder {braught down}

Estimated deficiencyfsurpius as regards creditors

Issued and called up share capital

Estimated to
Realise
£

373,017

(6.818)
(1.023)

387.076

76,415

290,661

(27,804,028)

(27,513,367}

76,415

76,415

(471 167)
(715.399)
(50¥

{1,110,201)

(27.513.367)

{28,823,568)

(31.505 342)

ADM401

Estimated total deficiency/surpius as regards members {60.128,910)
Signature W / Z Date (s -z0/9
Agdministrators’ Statement of Proposals
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Appendix C. Administrators’ Receipts and Payments
Accounts for the period 22 July 2019 to
16 August 2019

Receipts and Payments Account GBP £

Statement
of Affairs £ Period £
floating charge assets
Receipts
4,751 Cash at bank_ 4,204
4,204
Paymenis
Category 1 disbursements:
Statutory advertising 87
Agent's/valuer's fees 2,700
(2,787)
Total balance 1,417
Represented by
Interest bearing account 859
VAT receivable 558
1,417
Receipts and Payments Account USD $
Statement
of Affairs g Period s
Floating charge assets
Receipts
- Contribution to costs 500,000
500,000
Payments
Deposit for Chapter 15 process 50,000
Bank charges 66
(50,066)
Total balance 449,934
Represented by
Interest bearing account 449,934
449,934

Note: The above accounts are subject to small rounding differences.
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Appendix D. Administrators’ fees and pre-administration
costs

Administrators’ fees

The basis of the Administrators’ fees may be fixed on one or more of the following bases,
and different bases may be fixed for different duties performed by the Administrators:

= a percentage of the value of the assets with which they have to deal;

= by reference to time properly spent by them and their staff dealing with matters
arising in the Administration; or

s as a set amount,

On this assignment it is proposed that the basis of the Administrators’ fees shall be fixed
by reference to the time properly spent by the Administrators and their staff on matters
arising in the Administration.

If creditors resolve to establish a committee, it shall be part of the committee’s duties to
determine the basis or bases of the Administrators’ fees and authorise their
disbursements.

If there is no creditors’ committee, or the committee fails to determine the remuneration
payable, such remuneration may be fixed with the approval of the Secured Creditor of
the Company, or, where a distribution to preferential creditors is paid, or proposed, with
the approval of the Secured Creditor and preferential crediters whose debts amount to
more than 50% of the preferential debts of the Company, disregarding those preferential
creditors who do not respond to an invitation to give or withhold approval.

Subject to the approval of the relevant creditors, it is proposed that the Administrators
will draw fees when funds are available.

Pre-administration costs

Pre-administration fees charged by AlixPartners are as follows:

Brief description Date of Total amount Amount Armount
Charged by of services provided agreement charged £ patd £ unpaid £
AlixPartners  Planning for the appointment 18 July 2019 12,344 - 12,344

as Administrators and
assisting the Company in
implementing its strategy

A time costs basis to the Administrators’ pre-appointment fees was verbally agreed with
the Secured Creditor on 18 July 2019.
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Detailed below is a Time Analysis for the pre-administration costs incurred by area of
activity:

Hours Average rate Total time

Activity category incurred per hour £ cost £
Strategy and planning 25 494 12,344
otal 25 494 12,344

The work detailed above was performed on a time cost basis prior to the Administration
in order to ensure that the Administrators could take immediate control of the Company’s
assets on appointment and that the Administration strategy could be implemented
effectively. Pre-administration costs are not included in the fee estimate set out below.

Please note that the payment of unpaid pre-administration costs is subject to the
approval of creditors, separately to the approval of the Administrators’ proposals. This
approval will be the responsibility of the creditors’ committee, if one is appointed.
Otherwise, it is proposed that approval will be sought from the Secured Creditor in
accordance with rule 18.16 of The Insolvency (England and Wales) Rules 2016.

Administrators’ fee estimate

Details of the work that the Administrators envisage being required to achieve their
selected objective, and to comply with the statutory and regulatory duties that are
imposed upon them as a consequence of their appointment are set out in section 5.
The anticipated amount of work and the costs associated with it are set cut below.

Hours Blanded rate Anticipated

Activity category anticipated per hour £ cost £
Realisation of assets 323 342 110,315
Administration (including statutory reporting) 435 384 167,005
Investigations 174 469 81,580
Creditors (claims and distribution) 98 339 33,240
otal 1,030 381 392,140

The above estimate is based on information which has been made available to the
Administrators to date. Should any matters arise, such as investigatory matters and/or
additional realisable assets, further time will be incurred dealing with such matters.
Similarly, if the Administrators encounter any protracted realisations, further time will be
incurred in finalising matters. If applicable, the Administrators will advise creditors in
future communications.
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Administrators’ disbursements

The below table details the anticipated category 1 disbursements which will be incurred
by the Administrators.

Anticipated cost £

Category 1 disbursements:

Specific penalty bond 225
Statutery advertising 85
Travel and subsistence 130
Storage 100
Stationery and postage 250
Re-direction of mail 211

otal 1,001

The Administrators require prior approval from the Secured Creditors to draw category 2
disbursements. The request to draw these disbursements will be issued with this report.
Category 2 disbursements are set out in Appendix F.

Expenses of the Administration

The below tabie details the anticipated expenses which will be incurred by third parties
whilst dealing with the Administration.

Anticipated cost £

Legal costs (PH) 240,000
Legal costs (BS) 15,000
Agent’s fees - Share sale 240,000
Sundry costs 15,000
Insurance 500

otal 510,500

Please note that the anticipated costs in relation to PH and the sale of the Shares were
provided in USD; therefore, the figures detailed above are subject to movements in the
GBP exchange rate.
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Appendix E. Administrators’ details of time spent to date

Total time costs for the Period are £131,416. This represents 319 hours at an average
rate of £412 per hour,

Hours Blended rate
Activity category incurred per hour £ Time cost £
Realisation of assets 75 439 32,921
Administration (including statutory reporting) 210 370 77,793
Investigations 29 654 18,958
Creditors (claims and distribution) 5 349 1,744
otal 319 412 131,416
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Appendix F. Additional information in relation to the
Administrators’ fees pursuant to
Statement of Insolvency Practice 9

Policy

Detailed below is AlixPartners’ policy in relation to:
« staff allocation and the use of sub contractors;
« professional advisors; and

» disbursements.
Staff allocation and the use of sub contractors

The Administrators’ general approach to resourcing their assignments is to allocate staff
with the skills and experience to meet the specific requirements of the case.

The case team will usually consist of a managing director, a director or senior vice
president, a vice president and a consultant. The exact case team will depend on the
anticipated size and complexity of the assignment and the experience requirements of
the assignment. On larger, more complex cases, several staff at all grades may be
allocated to meet the demands of the case. The Administrators’ charge-out rate schedule
overleaf provides details of all grades of staff.

With regard to support staff, the Administrators advise that time spent by their treasury
department in relation to specific tasks on an assignment is charged. The Administrators
only seek to charge and recover secretarial time if a large block of time is incurred, eg
report compifation and distribution.

The Administrators have not utilised the services of any sub contractors in this case.
Professional advisors

On this assignment the Administrators have used the professional advisors listed betow.
The Administrators have also indicated the basis of their fee arrangement with them,

which is subject to review on a regular basis.

Name of professional advisor Basis of fee arrangement

Burges Salmon LLP (legal advice) Fixed fee in respect of the security and validity
of appointment review; hourly rate plus
disbursements for any additional work required

Paul Hastings LLP Hourly rate plus disbursements
(legal advice regarding the Shares)

Aon UK Limited (insurance) Risk based premium

The Administrators’ choice was based on their perception of the profaessional advisors’
experience and ability to perform this type of work, the compiexity and nature of the
assignment and the basis of their fee arrangement with them.
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Disbursements

Category 1 disbursements do not require approval by creditors. Category 1
disbursements may include external supplies of incidental services specifically identifiable
to the case, such as postage, case advertising, invoiced travel, external printing, room
hire and document storage. Aiso chargeable will be any property reimbursed expenses
incurred by the Administrators and their staff.

Approval for category 2 disbursements will be sought as specified in section 1 of this
report and may include:

+ photocopying - charged at the rate of 10 pence per sheet for notifications and reports
to creditors and other copying;

e printing — charged at the rate of 10 pence per sheet for black and white printing and
15 pence per sheet for colour; and

» business mileage for staff travel - charged at the rate of 45 pence per mile.
Charge-out rates

A schedule of AlixPartners’ hourly charge-out rates for this assignment is detailed below.
Time is charged by the appointees and case staff in units of six minutes.

Description £
Managing director 775-845
Director 645-775
Senior vice president 450-565
Vice president 325-425
Consultant 110-305
Treasury and support 120-315
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Appendix G. Exit routes and discharge from liability

Dissolution of the Company

Based on present information, the Administrators think that the Company has no
property which might permit a dividend to be paid to its unsecured creditors. In this
situation, the Administrators will file a notice together with their final progress report at
court and with the Registrar of Companies for the dissolution of the Company conce all
funds have been distributed. The Administrators will send copies of these documents to
the Company and its creditors. The appointment will end following the registration of the
notice by the Registrar of Companies.

Compulsory liquidation

A liguidator of a company has certain powers such as the ability to disclaim onerous
contracts or assets that are not available to an administrator. If such powers become
necessary, the Administrators may make an application to court to end the
Administration and request that the court places the Company into compulsory
liguidation. The Administrators will send notice of any such application to the Company
and its creditors.

Discharge from liability

The Administrators are seeking approval for their discharge from liability from the
relevant creditors. It is proposed that the Administrators will be discharged from liability
under paragraph 98 of schedule B1 to the Insolvency Act 1986 directly after their
appointment as Administrators ceases to have effect.
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