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TO ALL CREDITORS AND MEMBERS
Dear Sir(s)
- Central Metal Manufacturing Limited “In Administration ("tiie Company'’)

I-refer to the appointment of Geoffrey Stuart Kinlan and myself as Joint Administrators of
the Company on 7 May 2009.

1 attach a statément to creditors pursuant to Rule 2.33 of the Insolvency Rules 1986, which
incorporates 2 statement of proposals under Paragraph 49 of Schedule B of the Insolvency
Act 1986.

The attached report sets out the work undertaken by the Administrators to date,
incorporating details of my firm’s policies regarding fees and disbursements and a

summary recording the time spent on the Adm:mstratlon, together with a creditors’ guide

to Administrators fees.

“The Joint Administrators do not intend to call an mmal meeting of creditors because we do-

: not anticipate that a- dividend will be available to unsecured creditors. Creditors whose
claims amount to more than 10% of the Company’s total debt can réquest that a meeting be

- called using form 2.21B. Form 2.21B is attached and if completed must be returned to this

- office by 15 July.2009 together with the attached proof of debt form.

Yours falthfuliy
- For and on behalf of
Central Metal Manufacturing Limited

¥
Joanne Wright

Join¢ Administrator
- Authorised by the Insolvency Practitioners Assoclanon

Encs .
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Registered office:
) . ' 55 Baker Street London WIU 7EU
BDO Stoy Hayward LLP s a limited liabilkty partnership and Is authorised and - X Registered number. OC305127
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Creditor’s request for a meeting

Name of Comparny . Company number
Central Metal Manufacturing Limited 06055324

. Court case number
In the 8304 of 2009
Birmingham District Registry

{2) Insect fill name and I (3)
address of the creditor making
the request

Insent
,mfs" 3,,- mgm?;d"f?g‘f:f request a meeting of the creditors of (b)

the company

(€) Insext amount of clxim My claim in the administration is (C)

{d) Insert fult name(s) md {d
address(es) of creditors
concurring with the request (if
* any) and their claims in the
"administration if the
requesting creditor’s claim is
below the required 10%

concur with the above request, and I attach copies of their written confirmation of concurrence.

(€) Insert details of the The purpose of the meeting is (¢)
purposc of the mecting

Signed

Dated
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Central Metal Manufacturing Limited
- In Administration -

Date of Administration 7 May 2009
Name of creditor

Address of creditor

Total claim including VAT and interest as at

the date of the appointment of administrators £
(see overleaf

Details of documents by which debt can be

substantiated (please attach copy documents)

Amount of any interest included in claim £

Is the whole or part of the debt preferential?  Yes /No
If so, state amount, and details _ £

See notes overleaf

Particulars of how and when debt incurred

Particulars and value of any security held and
the date it was given

Signature of creditor .
or other authorised person. ... FO O, AR

Name in BLOCK LETTERS coooseooeeoeesesssossesmssssnsssossemnseesess

Creditor's reference: et eseesenssessseeenesensean v

Position or Relationship with Creditor ..o ccisnnnnine,




For Use of Administrator Only

11 Admitted to vote for £

Date
Joint Administrator
12 Admitted preferentially Admitted non-preferentially
for £ for £
Date Date
- Joint Administrator Joint Administrator

Guidance Notes re Preferential Debts:

The categories of preferential debts under S.386(1) of the Insolvency Act 1986 are as
follows:

- pension scheme contributions
- remuneration etc of employees

- Levies on Coal & Steel Productions.,

VAT Bad Debt Relief

- The provisions of the Finance Act, 1990, came into effect on 26 July, 1990, and introduced
‘changes in the way that VAT on Bad Debts is recovered.

Your claim overleaf must be quoted inclusive of VAT. You may claim relief on your VAT
. return when the debt is at least six months old and has been written off. Any dividend you
receive in respect of this claim will include payment in respect of the VAT element of your
debt and you will be responsible for declaring such VAT to HM Customs & Excise.
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CENTRAL METAL MANUFACTURING LIMITED - IN ADMINISTRATION
Registered No. 06055324
Registered office situated at 125 Colmore Row, Birmingham, B3 35D

In the Birmingham District Registry
Case Number 8304 of 2009

Introduction

This report is addressed to the creditors of Central Metal Manufacturing Limited
("the Company") and incorporates the Joint Administrators' proposals. We do not
propose to call a meeting of creditors to consider this proposal because there will be

insufficient assets to enable us to make any distribution to unsecured creditors

based on current estimates.

Under Paragraph 52 of Schedule B1 of the Insolvency Act 1986, creditors, whose
debts amount to at least 10% of the total debts of the Company, may request a
meeting using form 2.21B. Please note that before such a meeting can be held we
will require a deposit towards the cost of convening the meeting. Such deposit may
be repaid subject to approval of the creditors. Form 2.21B is attached and if
completed must be returned to this office by no later than 15 July 2009.

If creditors do not request that a meeting be held to consider the Joint
Administrators’ proposals, the proposals will have been deemed to be approved in
accordance with Rule 2.33(5) of the Insolvency Act 1986.

The Joint Administrators propose to continue to manage the affairs of the Company
and realise property in accordance with the second objective of the statutory
purpose of the Administration. Based on the information presently available and

" the current situation, the Joint Administrators’ proposal is that the Company will

exit from the Administration by way of dissolution under Paragraph 84 of Schedule
B1 of the Insolvency Act 1986.

Events leading up to the Appointment of the Joint Administrators

The Company was incorporated on 17 January 2007. At the end of February 2007
the Company commenced trading following the purchase of the business and assets
from the Administrators of Midland Sheetmetal Limited (“MS”). The shareholding

_ was held by Centmetal Property Limited, a company with common directors to the

Company.

The Company serviced the sheet metal machine tool enclosures market and utilised
specialist skills in manufacturing other sheet metal applications. The Company

- traded from various leaschold premises situated at Merry Lees Industrial Estate in
. Desford, Leicestershire and employed 130 members of staff at the date of our
‘appointment.

The business initially traded in line with the Di:ectors forecasts and business plans.

-An expansion plan was enacted and sxgmﬁcant investment madc in new robot
- welding equlpment
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The accounts for the 13 months ending 31 March 2008 record turnover in excess of
£11.1 million. Gross profit totalled £2.169m (19.5%) and net profit £143.5k.

The management accounts record a reduction in turnover in May 2008 to £652k, a
drop of over £200k from the previous month. However sales again increased in
June and July 2008 to £887k and £996k respectively.

In July 2008, a number of customers contacted the Company to make reductions in
their planned production schedules. The Directors attribute the reductions to the
general economic downtumn at this time.  As a result of the changes, turnover in
August 2008 fell to £581k with the Company incurring a net loss in excess of
£140k for the month.

Although turnover increased in September and October 2008 to over £900k per
month, the Company incurred a net loss after tax for both months. The Directors
attribute the losses in these months to high steel prices at this time.

Tumover again reduced in the following months, falling to just under £780k in
November 2008, £494k in December, £618k in January 2009 and less than £489k
in February 2009. The Company incurred net losses in three of the four months.

The Directors attempted to reduce costs with temporary labour contracts being
cancelled. At this time general indications from customers remained optimistic,
however, by January 2009 there were further reductions in customer orders and
production schedules.

A redundancy programme was enacted to reduce the workforce in accordance with
the reduction in sales orders. The Company was experiencing cashflow difficulties
and commenced negotiations with HM Revenue & Customs to defer outstanding
PAYE liabilities,

In early February 2009, due to growing concerns in respect of the economy as a
whole and the increasing cashflow pressures, the Directors met with Venture
Finance plc (“Venture”) to discuss funding requirements and the Company also
explored other options and made an application for a transitional loan from
Advantage Transition Bridge Fund (“ATBF”).

At the end of February 2009, one of the Company’s largest customers announced a
two month shutdown, effective from I March. This had a significant impact on the

_ customer’s production requirements and the Company immediately implemented a
three or four day working week, dependent upon business needs.

On 10 March 2009, the ATBF loan of £250k was granted to the parent company,
Centmetal, with funds available from 1 April 2009. However, due to the continued
deterioration in the order book, the Directors were concerned about increasing the
Company’s liabilities and therefore did not advance funds from Centmetal to the
Company.

~ The Company was suffering from increasing cashflow difficulties and it became
apparent that without an immediate and significant increase in sales, the Company
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would be unable to continue to trade. The Directors sought advice from an
independent Insolvency Practitioner and also took legal advice following
discussions with the principal funder, Venture. BDO Stoy Hayward LLP was asked
to assist with arrangements to place the Company into Administration.

On 1 May 2009 a Notice of Intention to Appoint Administrators was filed in Court.
On 7 May 2009 an application for the appointment of Joint Administrators was
made by Jonathan Handford being a director, pursuant to Paragraph 22 of Schedule
Bl of the Insolvency Act 1986. On the same day, Joanne Wright and Geofitey
Stuart Kinlan of BDO Stoy Hayward LLP were appointed as Joint Administrators.

Management of the Company’s Affairs since the Joint Administrators’
Appointment

Initial Actions

Upon our appointment as Joint Administrators we undertook an immediate review
of the Company's affairs with particular regard to its ongoing financial and resource
requirements. This assessment was carried out in liaison with management of the
Company taking into account the Company's ongoing business commitments and
the anticipated cashflow, together with an assessment of the overall estimated
financial position comparing sale and volume.

It was clear from our review that the first statutory purpose of Administration of
rescuing the company as a going concern was incapable of achievement due to the
extent of liabilities, both actual and contingent, including Crown liabilities of
¢.£650k together with an uncertain trading and funding position.

Therefore, the second objective of achieving a better result for creditors as a whole
than would be likely had the Company proceeded straight to liquidation was
pursued, and it was determined that the business should be traded within the

Administration procedure whilst a buyer was sought. It was anticipated that this’

process would take a maximum of three weeks and was necessary to provide
continuity of service to customers and therefore preserve goodwill and enhance
debtor collections and realisations from tangible assets, compared to what could be
achieved from closure.

On 8 May 2009, 63 members of staff were made redundant. This was necessary to
immediately reduce costs whilst the business was traded in Administration, in the
period whilst a buyer was sought.

All of those employees made redundant received on site assistance from ERA
Solutions with the completion of their redundancy claim forms and other claims
against the Company. .

We addressed retained staff to secure their co-opefation during the trading period.

The initial key strategy was to continue to trade the business whilst a buyer was
sought, to retain the customer base and goodwiil and to aid debtor collections and

.. other realisations. - Customers with outstanding debtor balances were contacted
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prior to fulfilment of future orders to obtain confirmation of outstanding balances
and assurance regarding the timing of payments.

.Appropriate insurance was immediately put in place.

An information memorandum was prepared and our corporate finance team
immediately contacted potentially interested parties with a view to achieving a sale
of the business and assets. An advert was placed in the Financial Times, which was
published on 12 May 2009. Further information regarding the sale and marketing
process is detailed within section 3.3 below.

Independent agents, Edward Symmons & Partners (“Agents”) were instructed to
value the plant and machinery and other assets of the Company.

_ Trading During the Administration

As previously detailed, the key strategy was to continue to trade the business whilst
a buyer was sought. It was anticipated that the trading would be for a period of
three weeks to allow an accelerated sale to be completed and value in work in
progress maximised.

The Administrators reviewed the order book to verify the viability of contracts and
stock requirements. The order book was reviewed in conjunction with the debtor
ledger and customers asked to confirm the details of outstanding balances and
payment timetables prior to further goods being supplied during the Administration
period.

Suppliers were contacted to ascertain whether they would be willing to provide
necessary goods, and undertakings were provided where appropriate.

A number of suppliers visited the site in respect of potential retention of litle
claims. A total of twenty two site visits were made. Six parties found no goods
on site, eight claims have been rejected due to issues regarding the identification of

‘goods and eight claims are still being progressed. In circumstances where goods

subject to valid retention of title claims have been utilised by the Administrators
during the trading period, the Administrators will be responsible for payment of the

. goods as an Administration expense. We currently estimate the value of such items

to be £1,080.

The Administrators raised invoices totalling approximately £165k (net) during the
trading period. To date £45k has been received and we are continuing to collect the
balance of the monies. Purchase orders totalling £49k were signed by the
Administrators. In addition, the Administrators will be responsible for various
costs in relation to undertakings provided.

The initial forecasts were based on trading for a maximum three week period and

- these.indicated a break even position. However, the completion of the sale of the

business was more protracted than initially forecast resulting in an additional wage

- liability. Wages for a three week period would have totalled approximately £80k,
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but due to the additional time to completion further wages liabilities of £28k were
incurred.

The additional wage liabilities have resulted in there being a trading loss. This
issue was identified at an early point and discussed with Venture Finance plec.
Venture was keen to help-ensure the business continued to trade whilst the sale was
finalised, and assisted by providing funding support to cover the position. We
estimate that the trading loss will be approximately £25k, but will be subject to
adjustment as future receipts and payments are clazrified. A copy of our estimated
trading account is attached as Appendix 5.

Sale of Business and Asset Realisations

An information memorandum was prepared and our corporate finance team
compiled details of potentially interested parties who were immediately contacted.
The business was advertised for sale in the Financial Times on 12 May 2009.

The corporate finance team contacted over one hundred potentially interested
partiecs and dealt with requests for further information arising from the
advertisement in the Financial Times. 36 non disclosure agreements were issued

‘with 31 signed non disclosure agreements being retumed. The information

memorandum was issued to parties immediately following receipt of the signed non
disclosure agreements. '

Site visits were arranged by six parties and further information provided where
requested.

In addition, the former board of directors also expressed their interest in acquiring
the business.

Three offers, including one from the directors, were received for the business and
assets on a going concern basis. A number of other parties indicated that they
would be interested in purchasing specific assets on a break up basis, but confirmed
that they did not wish to buy the business as a whole. We reviewed all offers and
requested proof of funding as well as requiring confirmation that the parties were
able to complete within a short timescale. One interested party was unable to
comply with these requests and their offer subsequently fell away.

" The two remaining parties considered purchasing the business and assets as a joint
-venture and the sale was initially progressed on this basis. However it became
- apparent that there were a number of underlying issues and that it would not be

possible to complete a sale within the requisite timeframe and the joint venture
opportunity ceased.

The sale was therefore progressed with Midland Metal Products Limited (“MMP")
as the sole purchaser. MMP is a party with associated management to the
Company. The total purchase price was £210,000, with the offer being accepted

following advice from our Agents. The business and asset sale was completed on

12 June 2009, with the effective date of completion backdated to the 8 June 20(_)9 to
ensure a fair and practical apportionment of sales and costs.
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The consideration was allocated as follows:

£
Encumbered Equipment 190,000
Unencumbered Equipment 6,997
Intellectual Property 1
Goodwiil 1
Stock and Work in Progress 13,000
Centmetal Property Lease 1
Total ' 210,000

An amount of £73,234 was due to Venture in respect of the encumbered plant and
machinery consideration, with Venture holding a fixed charge chattels mortgage.
The total sale consideration of £210k included a requirement for MMP to assume
responsibility for the outstanding amount of £73,234 leaving a total net
consideration of £136,766 due to the Administrators.

£100,000 was paid immediately upon completion of the sale. The balance of
£36,766 is payable in three equal weekly instalments and the Administrators have
taken security in the form of a debenture over MMP in respect of the deferred
consideration. The deferred consideration is due as foilows:

Due Date Sum £ Status

1. 19 June 2009 12,255.00 Paid

2. 26 June 2009 12,255.00 Paid

3. 3 July 2009 12,256.00 OQutstanding
Encumbered Equipment

Agents were immediately instructed to prepare valuations in respect of both
encumbered and unencumbered equipment.

Various items of plant and machinery were subject to chattel mortgages in favour
of Venture, with a corresponding outstanding balance of £73,234. Our Agents
recommended acceptance of the offer of £190 000 in respect of the encumbered
equipment.

The Company also had a number of items of plant and equipment financed by other
parties including Bank of Scotland pic, Carlyle Business Finance, Lombard North
Cenfral plc, GE Money, Siemens Financial Services and Albury Asset Rentals. Our
Agents confirmed that there was no equity in respect of any of these items. Under

- the terms of the sale contract, MMP is responsuble for dealing with the partxes in -

respect of the encumbered equlpment

Unencumbered Equipment .
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The Company owned a small amount of plant and machinery and office furniture
and equipment that was not subject to third party funding. Our Agents
recommended acceptance of the offer of £6,997 in respect of the unencumbered
equipment. '

Intellectual Property

The intellectual property rights have been sold to MMP for a nominal sum of £1.
Goodwill

The goodwill of the business has been sold to MMP for a nominal sum of £1.
Stock and Work in Progress

The Joint Administrators have sold such right and title as they may have in the
stock and work in progress to MMP for £13,000. Under the terms of the sale
contract, MMP are responsible for dealing with any retention of title issues which
may arise in respect of the stock.

Centmetal Property Lease

The Company previously traded from four separate units, one of which was owned
by the holding company, Centmetal Property Limited, albeit subject to a mortgage
in favour of Venture. The lease of the property was assigned to MMP simultaneous
to the sale of the business and assets. This has mitigated the potential claims of the
landlord against the Company. The remaining property leases are discussed at 3.5
below.

Book Debts

At the date of appointment, the Company’s debtor ledger totalled approximately
£344,000. The debts were subject 10 a sales finance agreement in favour of
Venture. Of this amount, £286,000 was disallowed due to the age and profile of the
debts. At the date of appointment Venture had an outstanding balance of £503,000.
This amount increased following Venture making various advances to assist in the
payment of wages during the Administrators’ trading period, as referred to earlier.

Initial investigations revealed a number of issues regarding the ledger with a
number of items remaining at the Company premises, awaiting “call off” from the
individual customers. * In addition, there were a number of disputed invoices for
items such as steel surcharge costs.

Venture own the book debts and hence these were not included within the sale of
the business and assets as they were not the Company’s to sell. Venture agreed to

-provide funding facilites to MMP, which effectively also incorporated the
Company’s debts and corresponding liability to- Venture, and which are now the _

subject of a separate agreement between Venture and MMP.

. ¥f a sale had not completed, then the debts would have been collected in the usual
~ way, and any residual balance, after termination and collection charges potentially
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6.1
6.1.1

available to the Company. In this instance, based on estimates of costs and
realisable values, we do not consider this would have produced a surplus,
paticularly as in the first instance any surplus would first be available to Venture
under its cross guarantee security against Centmetal, which has an outstanding
mortgage with Venture.

Properties

The Company operated from four leasehold units at Merry Lees Industrial Estate,
Desford, Leicestershire.

One lease was assigned to MMP simultaneously with the sale of the business and
assets as detailed above in 3.3.6.

The Administrators have granted MMP a licence to occupy one other unit. During
the period of occupation, MMP will be responsible for the payment of the rent,
rates and all other outgoings. The licence to occupy is for an initial period of three
months, during which time MMP will enter info negotiations with the landlord.

The Administrators will liaise with the landlords of the remaining two units with a
view to agreeing informal surrenders. Our agents have confirmed there is no value
in the leases and therefore the Company has no interest in them.

Statement of Affairs and Statutory Information
At Appendix 1 is a record of the Company’s statutory information.

The Directors have not submitted a statement of affairs to us at the time of this
report. We have therefore produced an Estimated Financial Statement of the
Company which is attached at Appendix 2, together with a schedule showing
details of creditors’ claims. The Directors statement of affairs will be filed at
Companies House immediately upon receipt.

Joint Administrators’ Receipts and Payments Account

A copy of the latest receipts and payments account is attached at Appendix 3.
Funds in‘hand are held in an Interest Bearing account.

Creditors' claims
Secured Creditors
Venture Finance Plc (“Venture”)

Venture holds security in the form of an all assets debenture created on 20 February
2007 and registered on 24 February 2007 and a chattels mortgage created on 23
June 2008 and registered on 25 June 2008.

. Venture also holds a deed of ‘prio‘rity in respect of its debenture and cross

guarantees in respect .of any monies due from Centmetal Property Limited, the

_ holding company.
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The outstanding liability due under the chattels mortgage and amounts advanced in
respect of the book debts are shown in the Estimated Finance Staetment.

Advantage Transition Bridge Fund Limited (“ATBF")

- ATBF hold a debenture over the Company’s assets dated 19 March 2009. This is in

6.1.3

6.1.4

6.2

63

respect of a loan of £250,000 made to Centmetal, and subject to a cross company
agreement, We understand that ATBF have reached a scparate agreement with
Centmetal and MMP concerning the loan, and therefore we do not anticipate that
they will be relying upon their security in the Company. In any event, no funds
would be available for distribution.

Centmetal Property Limited

. Centmetal hold a debenture created on 24 March 2009. Centmetal is owed

outstanding rental amounts in respect of the leasehold property from which the
Company traded. The outstanding amount totals approximately £98,000 for unpaid
rental from July 2008. Due to the recent date of creation, this could be open to
challenge as an antecedent transaction, but there are no funds available anyway and
hence this would not be pursued.

Ashley Crump (“AC”)

Ashley Crump, in his position as security trustee, holds a guarantee and debenture

‘created on 20 February 2007. Approximately £82,000 is outstanding in respect of

unpaid Directors’ loans. No funds will be available for distribution.
Preferential Creditors

63 employees were made redundant from the Company immediately following our
appointment.

The Redundancy Payments Office has yet to submit its claim against the Company
in this regard however we estimate that preferential claims will total approximately
£20,345. These amounts are in respect of arrears of wages and holiday pay.

It is not anticipated that there will be sufficient funds to enable a distribution to be
_paid to preferential creditors.

Unsecured Creditors

The unsecured creditor claims are estimated by the Directors of the Company as
follows: . A ‘

- £'000

Trade and Expense Creditors » - 716
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Employees (notice pay & redundancy claims) 348
HM Revenue & Customs (PAYE) 495
HM Revenue & Customs (VAT) 141
Total 1,700

It is not anticipated that there will be any funds to enable a distribution to be made
to unsecured creditors. '

A schedule of creditors is attached at Appendix 2. The schedule has been taken
from the Company’s books and records and will not affect any creditors’ rights to
prove a claim in a different amount.

Prescribed Pari

Under the provisions of Section 176A. of the Insolvency Act 1986 the Joint
Administrators must state the amount of funds available to unsecured creditors in

. respect of the prescribed part which is relevant where as in this case, a charge was
created after 15 September 2003. However, in this instance there will not be
sufficient funds to enable a distribution to be made under the floating charge and
therefore the prescribed part will not be applicable in this case.

Achieving the Purpose of the Administration

The statutory purpose of an Administration consists of three objectives, and we
now address the progress that has been made in this respect.

(@)  The first objective is rescuing the company as a going concemn (ie.
restructuring the Company’s business, resulting in the survival of the
Company). As referred to earfier, this was not possible due largely to the
level of outstanding liabilities and trading outlook.

(b) With regard to 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), we have been able to sell
the assets of the business as a whole with a continuation of trade.
Realisations from debtors and work in progress have therefore been
preserved and realisations from equipment have also been greater than
would have been likely on a break up basis. Likewise, 67 jobs have been
saved mitigating significant termination costs and other contmuing
liabilities under finance and lease agreements. For these reasons, we believe
that this objective has been achieved.

(c)  The final objective is realising property in order to make a distribution to
one or more secured or preferential creditors and we can advise that this is
not applicable as the previous objective has been achieved.

EC Regulations on Inselvency Proceedings
‘We are required under the Insolvency Rules 1986 to state whether and if so the
. extent to which the above regulations apply to this Administration. - In this -

10
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particular case the £C Regulation will apply and these proceedings will be main
proceedings as provided by Article 3 of the aforesaid Regulation.

Joint Administrators’ Remuneration

Kindly note that under the terms of the Insolvency Rules 1986 the Joint
Administrators are obliged to fix their remuneration in accordance with Rule
2.106(2) of the Insolvency Rules 1986. This permits remuneration to be fixed
cither as a percentage of the value of the property with which the Joint
Administrators have to deal or altemnatively by reference to the time the Joint
Administrators and their staff have spent attending to matters in this
Administration. '

. In respect of this Administration we wish to ask for our remuneration to be

approved on a time costs basis. Attached at Appendix 4 is a schedule that
summarises the time that has been spent in administering this Administration up to
the date of this report. This shows a total of 439.4 hours at an average charge out

rate of £209.52. For your guidance we attach a Creditors’ Guide to Administrators

Fees together with a document that outlines the policy of BDO Stoy Hayward LLP
in respect of fees and disbursements.

Please note that in this case, fee approval is a matter for consideration by the
secured creditors and we will be writing to them separately for specific approvals.

The time costs to date have been incurred as a consequence of the following:
e trading the business during the marketing period

» targeting, liaising and negotiating with interested parties

o liaising with customers, obtaining confirmation of outstanding debtor

balances and securing ongoing support
e dealing with creditor queries and claims, including retention of title gssu&s

e dealing with employee redundancies and assisting with any issues regarding
retained staff

¢ providing secured creditors with regular progress updates
* liaising with solicitors and agents
e statutory duties

¢ general administrative matiers

. Possible Qutcomes for the Company and Creditors

The Insolvency Act 1986 and Insolvency Rules 1986 provide a variety of options
regarding the possible exit routes for the Company from the Administration, being

- prmarily a Company Voluntary Arrangement, Liquidation or dissolution of the

11
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Company. It is the Joint Administrators' recommendation and proposal, as detailed
below, that once all assets have been realised and distributed in the Administration
that the Joint Administrators arrange for the Company to be dissolved.

12 Statement of Proposals under Paragraph 49 of Schedule Bl of the Insolvency
Act 1986

In accordance with Paragraph 49 of Schedule B1 of the Insolvency Act 1986 the

Joint Administrators make the following proposals for achieving the purpose of the

Administration. Pursuant to Rule 2.33(4), these proposals are deemed to have been

approved by the creditors if no meeting is requisitioned under Paragraph 52(2) of

Schedule Bl of the Insolvency Act 1986 before the deadline of 15 July 2009, as
"specified on Form 2.21B.

Formal Proposals - the Joint Administrators propese that:

(@  they continue to manage the affairs of the Company and realise assets in
- - accordance with objective 2 of the statutory purpose of the Administration

“(b)  once all matters are concluded theyshall arrange for the Company to exit '
the Administration by way of dissolution under Paragraph 84 of Schedule
B1 of the Insolvency Act 1986.

(c) creditors consider and if thought fit appoint a creditors® committee to assist
the Joint Administrators (such committee must comprise of between 3 and §
creditors)

(d)  in the absence of a creditors committee,

that the Joint Administrators’ remuneration is approved on the basis of time
properly spent in attending to inatters arising in the Administration to be
taken when the Joint Administrators deem it appropriate, subject to the
approval of the secured creditors and, if appropriate, the preferential
creditors of the Company, and

(e) the Joint Administrators be discharged from liability under the:
Administration per Paragraph 98 of Schedule Bl of the Insolvency Act
1986, 28 days after the Joint Administrators’ filing their final report and
sending it to creditors. '

Dated: 1 July 2009

€ Wright
Joint Administrator
8/CN/ADM68) Proposals/Cé -
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8MGW/C2899/CI L

Central Metal Manufacturing Limited

Company Number:

Date of Incorporation:

Address of Registered Office:

Directors:

Company Secretary:
Nominal Share Capital:
Registered Shareholders:

Centmental Property Limited

" Trading Results:

Audited

Accounts Turnaver

13 Month £
“peried to 31

March 2008

' 11,100,186

In Administration

Statutory Information

06055324
17 January 2007 : - ,
125 Colmore Row, Birmingham, B3 3SD

Formerly Leeside, Merry Lees Industrial Estate, -
Desford, Leicestershire, LE9 9FS

Ashley David Crump
Steven Ford
Jonathan Handford
Kevin Stant

- All of whom were appointed on 9 February 2007

Jonathan Handford
1 ordinary share of £1
No of £1 ordinary shares held

1
1

[

Gross  Net Profit Directors' Balance on
Profit  (affer tax) remuneration P &L A/c

£ £ £ £
2,169,157 143,448 Not known 143,448

More tecent financial information from the Company s management accounts is included

wﬁhm the body of the report.
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| Assets Speciically Pledged

Book Debts
Venture Finance Ple

Estimnated surplus before costs

Tutellectua Property
Goodwill
Leasehold Property |

e beved Plast & Machinery
Pue 16 Venture Finmoe Plc

E bered Plant & Machi
Dut to Potential Ass¢t Finance

Shortfall off

Eacumbered Plant & Machinery
Pue to Bank of Scotland Ple

Shaostfall eff

Encumbered Plant & Mackinery
Due to Carlyle Business Finance

Shorifall ¢/f

Escombered Plant & Machinery
Due to Lombard North Central Ple

Shartfall eff

Encubersd Plant & Machinery
Due to GE Money

Shortfall off

Encumbered Plant & Mechinery
Dxic e Altary Asset Rentals Limited

Shartfall ¢/f
| Arsets Not Specifically Pladged

Unencumbered Plant & Machinery
Stock sod Work in Progress
Cash at Bank

Prepayments

Trading loss

Surphus fimds biford e specifially plodged assets
 Availabie for Costs and Exy

of Administretion

|Estimated Costs

Estimated Sum Available for Preferential Creditors

Leas:
Employee claims

Net Property Available

Less Prescribed Part
Estimated Sum Available to Flosting Charge Creditors

Lesa:
il Crmp Cegauity Trustee)
Centmetal Property Limited

ATEF

90wt ohth

244,000 303,000
(503,000} (503,200)
Nil 1
Nil 1
Nil | B
Nit . 3
84,837 190,000
e {73234) — (3B
11 603 116!759
9,000 : 7,060
{1,187 {10261}
187} (32601
275,000 175,000
o (278,070) __ f265580)
[3.070 (50,980)
9,000 7,000
11.310) _ {wa0)
(310 3.440)
40,000 10,000
(81,337) (78625)
41,33 68,5
3,500 3,300
— (6595 —_— (8T
—05 —— 22 1)
4,300 3,500
— (14479) e {13962),
,979) (10462)
7,000 8997
478,733 13,000
2,672 26m
47,261 110
Nil ) Nl
335,668 ‘ 2779
116,772
139,551
(96,216)
(28,000)
2483
(6,650}
(302}
{5,500)
400
 (139,551)
Nil
{20,345)
(20,345)
Nl
(20,345)
(31,956)
(98,056)
Nit {120,012)




Estimated Sum Available to Uasecared Creditors (200.35T)

Less:

Trade & Expease ) {716,000)

HM Revenue & Customs (636,000)

Employes cluims (348,480)

Fiance shostfall broughs forward (180,065} (1,880,345)
Estimated Sam Available to Members (2,080,902)
Less:

Centmets! Property Limited m
Estimated Shortfafl to Members 030,503
Notes

1 As detaided in the repont, the bock debts me specifically charged 1o Venture Finance Ple, The book debis are subject to & separte agreesicat
belwemeFhmplcmd&:mmpmy.hﬁMMﬂalPmd\r.'lsl.imiled.mdmmplnswﬂlbe ilable to the Admind

2The bered plant and machinery is subject to a charge by Venture Finance ple. The surplus has been allowed to flow into the Administstion
to disburse costs in the first instance, vather than being applied in set off of other indebiodarss to Yertoe.

3 Fintnced astets valned by Edward Symmons LLP on 26 Margh 2009. Bock values are estimated based on management eccoupts st 28 Febnuary
2009,

4 The trading toss is estimated to total £25% on the basis that no bad debts occur, This is not included as 8 cost as it has effectively been fonded by
Venture through advances for wages and salaries during the tading period. The cash received is reflected in the recsipts and pay &
Appendix 3, ;

5 An estimate of the Joint Admindstrators® remuneration has been made. This is subject to the approval of the scoured crediton. Actual costs exceed
the fes estimate bat svailsble funds are likely to be insufficient to filly discharge costs.,

6 The legal fees are due to Hatomonds LLP for costs incurred in conckusion of the sale sgreomont

7 The ngents fecs have been paid in full

8 ERA Sohtions provided assistance with the redund %
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Appendix 3

Central Metal Manufacturing Limited
Receipts and Payments Account




Central Metal Manuafacturing Limited
(In Administration)

Income and Expenditure Account

To 01 July 2009
INCOME Total (£)
Sales . 66,889.54
Ventwre Funding for Wages 40,500.00
Plant & Machinery ' 177,744.00
Goodwill 1.00
Intellectual Propesty 1.00
Leaschold Property (1) 1.00
Plant & Machinery 6,997.00
Stock/WIP 13,000.00
Cash at Bank 2,672.27
Miscellaneous Refinds ' 110.00
Bank Interest Gross 033
Petty Cash 335.28
) 308,251.94
EXPENDITURE
Purchases (1) 5,290.07
Direct Labour 74,496.78
Sundry Expenses 185.51
Stationery 3249
Chargeholder (1) 73,234.00
Agents/Valuers Fees (1) . 2,842.84
Statutory Advertising 20223
_ ~ 156,283.92
Balance 1 51!968.02
MADE UP AS FOLLOWS
Vat Receivable 1,907.82
Fixed Current A/c . 129,544.00
Floating Current A/c : 28,136.10
Client 3,073.07
Vat Payable {10,692.97)
151,968.02
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Appendix 4

Central Metal Manufacturing Limited
Time Costs Schedule




CO0TALYIO 95 T

el

14413

05'e2T

LBEET

or'est

00' 9t

a1iLl

oyey oay

SL190°T8 _nq.nn- _ 19101 18N
0F6re'e 0Fel [OY L 00's aFelvl 056 oUred’t o'y
099851 §9'6 0T 8% a9'0 0FELY) og's 08°%0} £5'0
00'169'¢2 00504 o°Zae"L [ oo'ize'st | o@'es 00'Z8l 050
SEELFPE shivh OETL [ 00'91 [TE7THS o' SLTBL'T 730 (1377 [T3 gLy | se'sl |} 0o'lsg'il [ LIS
90'84%'¢ FiLd 05251 [TE] [T EA 0e'gl [T)
00°ZLE'Z ao'e 00'ZI6'T | 0B
9l02L'TL T8zl 929l sz’ os'zel'sl | 0s°ziL 00'258°¢ oF'rt
¥loL sr0H (LTS MnoH oL L) RIOL RNOH g0l BSTOH [e1oL snoH oL SN0y
iojedsjuiwpy Jefeuepy
|e30L puBIS) Heis 110 dojens|uwpy A0JUSS jug)s[sSY JoBeur)y JopaligHeupded

TP AECOENESFIGEFT DRSS Y OSHDANVD

Sugoday '
swiej J0ypeid H
BJOHPYE pajuIey CuipRIL "
BupieeQrucjjusjeey sy '3
HORRREHUWPY |eloued ‘0
ABs3ens pue Bujuue|d s .

WonRuoddy us sdeys g

uopduosaqg

600z Sunr 61 03 600Z A2 £ woug popiad oy Joj efqeajiddy sepey pue sebieyD sw|) jo Sjeleq

pejwi] Bupngognuely (ejel (eAues




A Creditors’ Guide To Administrators’ Fees

2.1

31

4.1

4.2

BDO Stoy Hayward
1 Introduction .
11 When a company goes into administration the costs of the proceedings are paid ont of its assets. The creditors,

who hope eventually to recover some of their debts out of the assets, therefore have a direct interest in the level
of costs, and in particular the remuneration of the insolvency practitioner appointed to act as administrator. The
insolvency legislation recognises this interest by providing mechanisms for creditors to determine the basis of
the administrator’s fees. This guide is.intended to help creditors be aware of their rights under the legislation to
approve and monitor fees and explains the basis on which fees are fixed.

The nature of administration

Administration is a procedure which places a company under the control of an insolvency practitioner and the
protection of the court with the following objective:

. rescuing the company as a going concem, or

. achieving a better result for the creditors as a whole than would be likely if the company were wound
up without first being in administration,

or, if the administrator thinks neither of these ohjectives is reasonably practicable

. realising property in order to make a distribution to secured or preferential creditors.
The creditors’ committee

The creditors have the right to appoint a committee with a minimum of 3 and a maximum of 5 members. One
of the functions of the committee is to determine the basis of the administrator’s remuneration. The committee
is nommally established at the meeting of creditors which the administrator is required to hold within a
maximum of 10 weeks from the beginning of the administration to consider his proposals. The administrator
must call the first meeting of the commiitee within 6 weeks of its establishment, and subsequent meetings must
be held either at specified dates agreed by the committee, or when a member of the committee asks for one, or
when the administrator decides he needs to hold one. The committee has power to summon the administrator to
attend before it and provide imformation about the exercise of his functions.

Fixing the administrator’s fees

The basis for fixing the administrator’s remuneration is set out in Rule 2.106 of the Insolvency Rules 1936,
which states that it shall be fixed cither:

. as a percentage of the value of the property which the administrator has to deal with, or
. by reference to the time properly given by the administrator and his staff in attending to matters
arising in the administration.

It is for the creditors’ committee (if there is one) to determine on which of these bases the remlmeraﬁ_og isto be
fixed and, if it is fixed as a percentage fix the percentage to be applied. Rule 2.106 says that in arriving at its
decision the committee shall have regard to the following matters:

. the complexity {or otherwise) of the case;

. any responsibility of an exceptional kind or degree which falls on the admiistrator;

. - the effectiveness with which the administrator. appears to be carrying out, or to have carried out, his
duties;

hd the value and nature of the property which the admiaistrator has to deal with.

. If there is no creditors’ committee, or the commiftee does not make the requisite determination, the

administrator’s remuneration may be fixed by a resolution of a meeting of creditors having regard to the same
matters as the commiftee would. If the remuneration is not fixed in any of thesc ways, it will be fixed by the
court on application by the administrator. .
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512 .

513

There are special rules about creditors’ resolutions in cases where the administrator has stated in his proposals
that the company has insufficient property to enable a distribution to be made to unsecured creditors except out
of the reserved fund which may have to be set aside out of floating charge assets. In this case a resolution of
the creditors shall be taken as passed if, and only if, passed with the approval of —

. each secured creditor of the company; or

. if the administrator has made or intends to make a distribution to preferential creditors —
each secured creditor of the company; and

¢ . preferential creditors whose debts amount to more than 50% of the preferential debts of the company,
disregarding debts of any creditor who does not respond to an invitation te give or withhold approval.

Note that there is no requirement to hold a creditors® meeting in such cases uniess 2 meeting s requisitioned by
cred:tors whose debts amcunt to at least 10 per cent of the total debts of the company.

A resolution of creditors may be obtained by correspondence.

What information should be provided by the administrator?

When secking fee approval

When secking agreement to his fees the administrator should provide sufficient supporting information to
enable the committee or the creditors to form a judgement as to whether the proposed fee is reasonable having

regard to all the circumstances of the case. The nature and extent of the supporting information, whick should
be provided, will depend on:

. the nature of the approval being sought;
. the stage during the administration of the case at which it is being sought; and
. the size and complexity of the case.

Where, at any creditors’ or committee meeting, the administrator seeks agreement to the terms on which he is
to be remunerated, he should provide the meeting with details of the charge-out rates of all grades of staff,
including principals, which are likely to be involved on the case.

Where the administrator seeks agreement to his fees during the course of the adminisiration, he should always
provide an up to date receipts and payments account. Where the proposed fee is based on time costs the
administrator should disclose to the committee or the creditors the time spent and the charge-out value in the
particular case, together with, where appropriate, such additional information as may reasonably be required
having regard to the size and complexity of the case. The additional information should comprise a sufficient
explanation of what the administrator has achieved and how it was achieved to enable the value of the exercise
to be assessed (whilst recognising that the administrator must fulfil certain statutory obligations that might be
seen to bring no added value for creditors) and to establish that the time has been properly spent on the case.
That assessment will need to be made having regard to the time spent and the rates at which that time was
charged, bearing in mind the factors set out in paragraph 4.1 above. To enable this assessment to be carried out
it may be necessary for the administrator to provide an analysis of the time spent on the case by type of activity
and grade of staff. The degree of detail will depend on the circumstances of the case, and professional
guidance has been provided setting out 2 minimumn of 6 category headings under which the work done by the
officeholder and his staff should be analysed. As a firm BDO Stoy Hayward LLP operates a computerised
time recording system which analyses work done under the following categories:-

® Pre Appointment Matters

. Steps upon Appointment

. Planning and Strategy
. General Administration

. Asset Reahsatlonﬂ\danagement
Pege2ofs - : o Rev. Al 2007




