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K J Watkin & Co.

Insolvency Practiizoners

Private and Confidential Our ref CHIM/SRW/D116-200210a.Crs
To All Creditors & Shareholders Your ref

Date 10 February 2020
Dear Sir

Discovery Yachts Group Ltd (“the Company”) — In Administration
In the High Court of Justice Number CR-2019-BHM-000978

I refer to my appointment as Administrator of the above Company on 19 December, 2019 and
now enclose a copy of the Administrator’s proposals.

K J Watkin & Co. uses personal information in order to fulfil the legal obligations of our
Insolvency Practitioners under the Insolvency Act and other relevant legislation, and also to
fulfil the legitimate interests of keeping creditors and others informed about the insolvency
proceedings.

If you have any queries regarding the conduct of the Administration you should contact
Simon R Wall by email at simon@kjwatkin.co.uk, or by phone on 01922 452881.

Finally, please note that the affairs, business and property of the Company are being managed
by the Administrator, C H I Moore. The Administrator acts as an agent of the Company and
contract without personal liability.

Yours faithfully

For and on behalf of
Discovery Yachts Group Ltd

ot

C H I'Mdore
Administrator
Enc.

Emerald House, 20-22 Anchor Road, Aldridge, Walsall W59 8PH
Telephone 01922 452881  Facsimile 01922 450525 E-mail: enquines@kgwatkin.co.uk

Principal: CH1 Moore B Com (ACC) Buningham, FARRP
Licensed by The Institute of Chartered Accountants in England & Wales



Administrator’s Proposals relating to
Discovery Yachts Group Ltd (*the Company”) — In Administration
Issued on: 10 February 2020

Delivered to creditors on: 12 February 2020



I am the Administrator of the Company and these are my statutory proposals relating to the

Company.

1. STATUTORY INFORMATION

Company Information
Company name:
Previous name:

Trading name:
Company number:

Date of incorporation:
Trading address:

Current registered office:

Former registered office:

Principal trading activity:

Appointment Details
Administrator

Administrator’s address

Date of appointment

Court name and reference

Appointment made by:
Officers of the Company:

Direcrors:

Discovery Yachts Group Ltd

Tradewinds Marine Limited changed on 21 April 2017
Discovery Yachts Group Ltd

09347816

09 December 2014

Harbour Close, Marchwood, Southampton, SO40 4AF

Emerald House, 20-22 Anchor Road, Aldridge, Walsall,
WS9 8PH

Harbour Close, Marchwood, Southampton, SO40 4AF
Building of Pleasure and Sporting Boats

C H I Moore

K J Watkin & Co. Emerald House, 20-22 Anchor Road,
Aldridge, Walsall, WS 8PH

19 December, 2019

High Court of Justice
CR-2019-BHM-000978

Sean Anthony Edward Langdon

Name: Shareholding
Martin Ball -

Adrian Stafford Chen -

Nick Gill 1,100,000
Sean Anthony Edward Langdon 722,862

Werner Schnaebele -



Share capital

Authorised Allotted, called up and fully paid

14,297,781 A ordinary shares £0.000] 14,297,781 A ordinary shares of £0.0001
each each

148,329 B ordinary shares £0.0001 each 148,329 B ordinary shares of £0.0001 each
Charges

The Company has given a Charge dated 29 June 2018 to Keith Watson conferring on the
holder Fixed and Floating charges over the assets of the Company.

'This charge was assigned to Binti Holding Gmbh on 22 July 2019.

The Company has also given a Charge dated 15 November 2019 to Binti Holding Gmbh
conferring on the holder Fixed and Floating charges over the assets of the Company.

2. CIRCUMSTANCES LEADING TO THE APPOINTMENT OF THE
ADMINISTRATOR

Creditors should note that, unless otherwise stated, this section of my proposals has been
prepared based on information provided to me by the directors of the Company and not from

my personal knowledge as Administrator.

Discovery Yachts Group Limited (‘the Company’), acted as a holding company of the wholly
owned subsidiaries.

Discovery Group Yacht Sales Limited ({DGYS’)

Discovery Shipyard Limited (‘DSL’)

Discovery Yacht Sales Limited (‘DYS")

Southerly Yacht Sales Limited (‘SYS”)

Blue Water Yachts Limited ‘(BWYS?)

The group of companies manufactured and sold a range of luxury monohull and catamaran
sailing yachts in the size range 44° to 60°. All yachts are custom built to customer
specification. Typically DGYS takes the order and enters into a build contract with the
customer, invoicing for stage payments as construction continues.

DSL build the yachts, invoicing DGY'S. The Company incurs the overheads which it recharges

to the trading subsidiaries as well as providing working capital. It also owns most of the plant
& machinery, moulds and intellectual property rights.



DYS was an earlier sales company that had stopped taking any orders some time ago when it
was effectively replaced by DGYS. The Company had two ciaims against it relating to Yachts
manufactured in previous years.

‘SYS’ and ‘BWYS’ are dormant.

On 3 April 2017, the business and assets of Discovery Yachts Limited were sold to DSL and
Tradewinds Marine Limited which changed its name to Discovery Yachts Group Limited on
21 April 2017.

On 12 October 2017, Discovery Yachts Limited now called DYR UK Limited was placed
into Liquidation.

The consideration was initially £175,000 of which £160,000 was deferred. The Liquidator, Mr
Tony Thompson of Piper Thompson subsequently renegotiated the sale at £247,000. It is
believed that £100,212 is currently owed jointly and severely by DSIL. and the Company.

The Group’s finances have suffered in the last 18 months from uncertainty in the market
place. One of the major factors has been the uncertainty of the circumstances surrounding the
UK’s exit from the EEC. As a high proportion of the yachts manufactured were exported, the
threat of import duties within the customers’ own countries have supressed sales. UK sales
have suffered from a perceived delay in customers® willingness to commit to sizeable
expendifure on obviously luxury items.

The Group operates from a rented shipyard in Marchwood, Southampton, and has a sales
office at Lymington Yacht Haven. Both properties are leasehold. The factory site is leased to
DSL under six leases from three landlords. The Lymington Sales Office is leased by DGYS
and SYS.

In July 2019, the Company was refinanced by a German company, Binti Holding Gmbh,
(‘BHG’), which replaced an existing secured investor Mr Keith Watson by repaying his loan
and taking an assignment of his security. BHG are also owners of approximately 55% of the
issued share capital.

Since this initial capital investment of £423,327, BHG have loaned an additional £1.4 million
to the Company. BHG have not received either any capital repayments or interest payments.

However, by September, the Company were again beginning to encounter cash flow
difficulties.

Alongside these cash problems there exists a long running litigation case brought by a
customer seeking damages for defective workmanship on a yacht supplied by DYS. This case
was approaching a court hearing. The claim against DYS had been extended in part to include
the Company as a second defendant. This together with low demand for the yachts caused the
Directors to review the position of the Company.



A summary of the Company’s recent trading performance is shown below.

Mgmt Accts Statutory Accts  Statutory Acets
Year to 31/08/19 Year to 31/08/18 Period to 31/08/17

£000 £000 £000
Turnover 619 488 117
Cost of Sales (76) - -
Gross Profit 543 488 117
Overheads (949) (1,202) (264)
Net Profit/(Loss) after tax (406) (714) (147)

It should be noted that the management accounts have not been verified for accuracy and
therefore may not reflect the Company’s true trading position.

Following an initial contact by email on 6 September 2019, I met the executive members of the
board of directors at Lymington on 15 October 2019. At the meeting were directors, Mr
Langdon, Mr Chen, Mr Schnaebele, the financial accountant, Mr Winduss, Mr Frost, a solicitor
representing BHG, Myself and Mr Cleary, a solicitor of The Wilkes Partnership LLP assisting
me.

The current financial position of the Group was discussed and various options available to the
Directors were considered,

The fundamental issue was that the Company, despite the recent substantial cash introduced by
BHG, a company of which Mr Schnaebele was a director, was still short of money to fund the
continuing production of yachts in build. Mr Schnaebele was not prepared to introduce further
funds without a strategy to ensure the Group’s survival.

A company voluntary arrangement (CVA) was discussed but the directors pointed out that it
would be unlikely for new customers to be persuaded to place new orders with a company
operating within a CVA when there exists many competitors in a more stable financial
position. Present Yacht orders would be completed but without new orders cash flow would
dry up and the Group fail.

It was also unsure whether the Company in a CVA would be able to attract the additional
funding required either from additional or existing investors.

The directors believed and I concurred that if the Company were to be placed in to liquidation
then the other company’s in the group would not be able to avoid the same proceedings.

Over 100 employees could be made redundant, of which over 35 were believed to have had in
excess of 10 years service with the previous Discovery Yacht Group Limited when they were



transferred to DSI. following the purchase of the business and assets in 2017. This would have

resulted in significant severance claims to be met by the Government’s Redundancy Payments
Office.

Also, a landlord for 3 of the 6 units occupied by the Company at the Marchwood Factory site
had informed the CEO that he would take the opportunity to sell the units rather than re let
them if the leases were forfeited in a Liquidation.

Finally the creditors of DSL and DGYS would be exposed to financial loss as those companies
became unable to pay their creditors.

Dividend prospects would be poor as a result of diminished asset values upon the break up of
the companies.

The Administration of the Company, with the activities of DSL and DGYS continuing with the
minimum of disruption appeared an attractive option.

This option was discussed at some length with Mr Schnaebele suggesting that subject to
negotiation he might be prepared to make an offer to purchase the business and assets of the
Company, and then invest further funds to allow the trading subsidiaries to continue to trade.

The litigation being progressed against DYS and the Company was also leading towards a trial
in early December.

The Company, which was funding the defence (as DYS had no funds) was running out of cash.

The Company decided to explore the possibility of settling this claim recognising that part of
the claim was Jegitimate.

If no settlement was reached, the Company decided that it would explore the possibility of
placing the Company into Administration.

1 suggested that the Board continue to seek a settlement of the litigation.
1 then organised a professional valuation of the Company’s physical assets.

Prior to the commencement of the Administration K J Watkin & Co. acted as advisors to the
Board as a whole acting on behalf of the Company. No advice was given to the individual
directors regarding the impact of the insolvency of the company on their personal financial
affairs. Whilst not formally in office at that time, K J Watkin & Co. was still required to act in
its dealings with the Company in accordance with the Insolvency Code of Ethics.

On 3 January 2000, Keith Watkin of K J Watkin and Co was appointed Liquidator of Britannia
Sailing Limited, a sailing school operating from Warsash in Hampshire. The Director of the
Company was the wife of the present CEO of Discovery Yachts Group Limited, Mr S A E
Langdon. Mr Watkin died in 2004 and the practice was taken over by Mr C H I Moore.
Accordingly Mr Langdon contacted me for advice.



On 9 December 2019, I was appointed Liquidator of Discovery Yacht Sales Limited a
subsidiary of Discovery Yachts Group Ltd. At a meeting of creditors on 3 January 2020, I have
agreed a joint appointment with Glyn Mummery of FRP Advisory LLP.

As required by the Insolvency Code of Ethics, 1 considered the various threats to my
objectivity arising from this prior involvement. I concluded that those threats were at an
acceptable level such that I could still act objectively and hence could be appointed
Administrators of the Company.

On 19 December, 2019, [ was appointed by Sean Anthony Edward Langdon as Administrator
of the Company and took over from the Board responsibility for the management of the affairs,
business and property of the Company.

3. OBJECTIVES OF THE ADMINISTRATION AND THE ADMINISTRATOR’S
STRATEGY FOR ACHIEVING THEM

As Administrator of the Company, I am an officer of the Court, and must perform my duties in
the interests of the creditors as a whole in order to achieve the purpose of the Administration,
which is to achieve one of the three objectives set out in the insolvency legislation, namely to:

(a} rescue the Company as a going concern; or

(b) achieve 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

(c) realise property in order to make a distribution to one or more secured or preferential
creditors.

Objective (a) could not be achieved as no purchaser could be found for the shares of the
Company and the nature of the Company’s trading and its financial circumstances meant that a
Company Voluntary Arrangement was not appropriate.

As a result, I am seeking to achieve objective (b) for the Company, and will do this by the pre-
pack sale of the business as detailed later in this report.

The insolvency legislation has set a 12 month maximum duration for Administrations, unless
the duration is extended by the Court or the creditors. If I am unable to complete the
Administration of the Company within 12 months then I will either apply to the Court, or seek
a decision from the creditors to extend the duration of the Administration.

4. ACTIONS OF THE ADMINISTRATOR FOLLOWING APPOINTMENT

Immediately upon appointment, I completed the pre-pack sale of the business to Binti Marine
Holdings Limited for a total of £490,004.



I attach a copy of the disclosure [ have previously made to creditors about the pre-pack sale. I
was unable to issue my proposals at the time I made the SIP 16 disclosure because the
appointment and sale took place too close to the Christmas break and there was insufficient
time to prepare and circulate the proposals.

Since I was appointed Administrator, I have written to all creditors and shareholders informing
them of the Administration. I had to undertake this work either as part of my routine
administrative functions. In addition, I have undertaken routine statutory and compliance work,
such as filing notice of my appointment at Companies House and London Gazette.

I have carried out a number of checks on the Directors and Shareholders to formally identify
them as required under The Money Laundering, Terrorist Funding and Transfer of Funds
(Information on the Payer) Regulations 2017.

T have sought information as to the position of the Company and assisted the Directors in
producing a Statement of Affairs.

I have also dealt with a number of queries from creditors and shareholders.

I have sought legal advice from both my solicitors and counsel as to whether the moulds
owned by the Company are fixed charge or floating charge assets. This advise is that the
moulds are to be considered as fixed charge realisations.

These are tasks that are required by statute or regulatory guidance, or are necessary for the

orderly conduct of the proceedings, and whilst they do not produce any direct benefit for
creditors, they still have to be carried out.

5. FINANCIAL POSITION OF THE COMPANY

A summary of the Company’s estimated financial position as at 19 December, 2019, which is
known as a Statement of Affairs, is attached at Appendix 1.

Comments on the Statement of Affairs
5.1. Intellectual Property and Goodwill

The Company’s Intellectual Property and Goodwill inciudes designs, drawings, patents, trade
marks, right to trade using the business names, domain names and telephone numbers. The
Intellectual Property was sold for £100,000 and the Goodwill was also sold for £100,000 in the
Asset Sale Agreement.

5.2. Uncalled Share Capital
The Company accounts show uncalled share capital totalling £26,787. 1t is not yet clear what

this relates to and the Company’s External Accountants have been asked for an explanation. It
is not clear whether any realisations will be possible in regards to this.



5.3. Investments in Subsidiary

The Company owns shares in its Subsidiary Companies, Discovery Shipyard Limited,
Discovery Group Yacht Sales Limited, Blue Water Yachts Limited and Southerly Yacht Sales
Limited. It was deemed that these shares had little value as the group of companies as a whole
was loss-making and without the pre-pack sale of business, all the Companies would inevitably
cease to trade and be either placed into Liquidation or dissolved. The shares were therefore
sold for a total of £4.00.

The Company also owned shares in Discovery Yacht Sales Limited (in Liquidation). These
shares have no value and were not included in the sale.

54. Monulds

The Company’s Moulds were valued by Joe Hail ANAVA of European Valuations. The
moulds were valued between £50-100,000 in-situ and £nil ex-situ. An in-situ valuation means
the value of the assets as a whole in its work place. An ex-situ valuation is a valuation
assuming removal at the purchaser’s expense.

The moulds were sold for £144,998.

Having taken advice from Counsel, the Moulds are a Fixed Charge Asset.

5.5. Plant & Machinery and Furniture & Equipment

The Company’s Plant & Machinery and Furniture & Equipment were valued by Joe Hall
ANAVA of Furopean Valuations. The valuation was £93,820 in-situ and £45,915 ex-situ.
These assets were sold for £145,000.

5.6. Prepayments

The Company accounts, show debtors totalling £20,355. The Directors have advised that
these are prepayments and therefore not recoverable.

5.7. Britannia Development

This asset was included on the Company accounts. It relates to the Intellectual Property rights
associated with a new yacht concept. As such, these intellectual property rights have been sold
to Binti Marine Holdings Limited but were not believed to have any value.

5.8. Inter Company Accounts

The Company was owed money by its subsidiaries through inter-company loan accounts.

Discovery Shipyard Ltd owed the Company £4,521,524 and Discovery Yacht Sales Ltd {in
Liquidation) owed the Company £114,000,



It has been shown to my satisfaction that Discovery Shipyard Limited was insolvent and
unable to pay the outstanding balance. Had the agreed pre-pack sale of business not been
agreed, Discovery Shipyard Ltd would have been placed into Liguidation with the loss of
over 100 employees and with no prospect of a dividend to unsecured creditors.

Discovery Yacht Sales Ltd is in Liquidation and it appears there is no prospect of a dividend
to unsecured creditors.

As both inter-company indebtedness had no prospect of being repaid, it was agreed to sell the
inter-company indebtedness for £1 each.

5.9. VAT Refund

The Company will be due a VAT refund totalling £8,311 on completion of its final VAT
return. It is unclear whether this will be paid by HM Revenue & Customs or be set-off against
monies outstanding to HM Revenue & Customs for PAYE/NIC deductions under crown set-

off.
5.10. Cash at Bank

The Company had cash at bank totalling £25 upon Administration. I have requested the bank
pay this balance over to me.

5.11. Prescribed part

There are provisions of the insolvency legislation that require an Administrator to set aside a
percentage of a Company’s assets for the benefit of the unsecured creditors in cases where the
Company gave a “floating charge™ over its assets to a lender on or after 15 September 2003.
This is known as the “prescribed part of the net property.” A Company’s net property is that
left after payving the preferential creditors, but before paying the lender who holds a floating
charge. An Administrator has to set aside:

e 50% of the first £10,000 of the net property; and
e 20% of the remaining net property;

up to a maximum of £600,000.

The Company gave a floating charge to Keith Watson on 29 June 2018. This was assigned to
Binti Holding GmbH on 22 July 2019. The Company has also given a floating charge to Binti
Holding GmbH on 15 November 2019. Prescribed part provisions will apply. The Statement
of affairs shows that the net property of the Company is £153,338. I estimate that the
prescribed part of the net property for unsecured creditors is £33,667.60. The net property, less
the prescribed part, is greater than the indebtedness to the Floating Charge Holder and so the
prescribed part in not showing on the Statement of Affairs. However, these estimates do not
take into account the costs of the Administration which will reduce the amount of the
Company’s net property. Even after taking into account the costs of the Administration [ still
envisage being able to make a distribution of the prescribed part of the net property to the
unsecured creditors, but I am unable to estimate the amount of that distribution at present.



0. ADMINISTRATOR’S RECEIPTS AND PAYMENTS ACCOUNT

I attach a summary of the receipts and payments relating to the Company for the period from
when it entered Administration, 19 December, 2019, to the date of these proposals, at
Appendix 2.

The funds from the sale of business are currently being held by our solicitors. I have not
received any other monies nor made any payments.

7. PROPOSED FUTURE ACTIONS OF THE ADMINISTRATOR TO ACHIEVE THE
OBJECTIVE OF THE ADMINISTRATION

The pre-pack sale was completed in order to achieve the objective of the Administration of the
Company.

I anticipate making a distribution to Binti Holding GmbH for the assets to which it holds a
fixed charge over.

I also anticipate making a further distribution to Binti Holding GmbH under its floating charge.

The Company’s financial position means there are insufficient assets to enable me to pay a
dividend to non-preferential unsecured creditors, although it is likely that I will be able to
make a distribution of the prescribed part of the net property.

There remains work associated with the investigation into the trading of the Company prior to
the Administration.

8. ADMINISTRATOR’S REMUNERATION AND EXPENSES

I attach at Appendix 3 a copy of my practice fee recovery policy. In this case I am seeking to
fix the basis of my remuneration on a time cost basis as detailed below:

Time costs:

I propose to seek approval on a time cost basis. i.e. by reference to time properly spent by me
and members of staff of the practice at our standard charge out rates. When I seek approval for
my fees on a time cost basis [ have to provide a fees estimate. That estimate acts as a cap on
my time costs so that I cannot draw fees of more than the total estimated time costs without
further approval from those who approved the fees. I attach a “Fees estimate summary” at
Appendix 5 that sets out the work that [ intend to undertake, the hourly rates I intend to charge
for each part of the work, and the time that I think each part of the work will take. It includes a
summary of that information in an average or “blended” rate for all of the work being carried
out within the estimate.

The following explains about the areas of work for which I am seeking approval on a time cost
basis, whilst full information about the work that I will undertake on a time cost basis is
contained in Appendix 4.



Administration: This represents the work that is involved in the routine administrative
functions of the case by the office holder and his staff, together with the control and
supervision of the work done on the case by the office holder and his managers. It does not
give direct financial benefit to the creditors, but has to be undertaken by the office holder to
meet his requirements under the insolvency legislation and the Statements of Insolvency
Practice, which set out required practice that office holders must follow.,

Investigations: The insolvency legislation gives the office holder powers to take recovery
action in respect of what are known as antecedent transactions, where assets have been
disposed of prior to the commencement of the insolvency procedure and also in respect of
matters such as misfeasance and wrongful trading. The office holder is required by the
Staterments of Insolvency Practice to undertake an initial investigation in all cases to determine
whether there are potential recovery actions for the benefit of creditors and the time costs
recorded represent the costs of undertaking such an initial investigation. If potential recoveries
or matters for further investigation are identified then the office holder will need to incur
additional time costs to investigate them in detail and to bring recovery actions where
necessary, and further information will be provided to creditors and approval for an increase in
fees will be made as necessary. Such recovery actions will be for the benefit of the creditors
and the office holder will provide an estimate of that benefit if an increase in fees is necessary.

The office holder is also required by legislation to report to the Department for Business,
Innovation and Skills on the conduct of the directors and the work to enable them to comply
with this statutory obligation is of no direct benefit to the creditors, although it may identify
potential recovery actions.

Realisation of Assets: This is the work that needs to be undertaken to protect and then realise
the known assets in the case. If this work is undertaken, the office holder anticipates that the
assets will realise the estimated to realise amounts provided to creditors.

Creditors:

Claims of creditors - the office holder needs maintain up to date records of the names and
addresses of creditors, together with the amounts of their claims as part of the management of
the case, and to ensure that notices and reports can be issued to the creditors. The office holder
will also have to deal with correspondence and queries received from creditors regarding their
claims and dividend prospects as they are received. The office holder is required to undertake
this work as part of his statutory functions.

Dividends - the office holder has to undertake certain statutory formalities in order to enable
him to pay a dividend to creditors. This includes writing to all creditors who have not lodged
proofs of debt and reviewing the claims and supporting documentation {odged by creditors in
order to formally agree their claims, which may involve requesting additional information and
documentation from the creditors.

More details of the tasks included in these categories are included in the fees estimate. [
estimate that the total time costs that I will incur in undertaking these tasks in this case will be
£72.,990 at a “blended” rate of £257.01 per hour.

This estimate has been provided to creditors at a relatively early stage in the administration of
the case and before the office holder has full knowledge of the case. Whilst all possible steps



have been taken to make this estimate as accurate as possible, it is based on the office holder's
current knowledge of the case and their knowledge and experience of acting as office holder in
respect of cases of a similar size and apparent complexity. As a result, the estimate does not
take into account any currently unknown complexities or difficulties that may arise during the
administration of the case. If the time costs incurred on the case by the office holder exceed
the estimate, or is likely to exceed the estimate, the office holder will provide an explanation as
to why that is the case in the next progress report sent to creditors. Since the office holder
cannot draw remuneration in excess of this estimate without first obtaining approval to do so,
then where the office holder considers it appropriate in the context of the case, they will seek a
resolution to increase the fee estimate so that they will then be able to draw additional
remuneration over and above this estimate.

I anticipate needing to seek approval to exceed the estimate if this work leads to further areas
of investigation, potential further asset recoveries and any associated action, such as arbitration
or legal proceedings.

To date a total of 78.3 hours have been spent working on the above tasks in the Administration,
and fotal time costs to date are £23,219 charged at an average charge out rate of £296.54.
Details of the time units used and current charge-out rates are provided in our practice fee
recovery sheet, a copy of which is enclosed at Appendix 3. [ attach, in respect of the areas of
work where I am seeking to charge fees on a time cost basis, an analysis of time costs incurred
to date by reference to grade of staff and work done at Appendix 6.

The work for which fee approval is being sought includes the work that will need to be
undertaken should the Administrator be appointed Liquidator either following conversion to
Creditors’ Voluntary Liquidation or upon the making of a winding up order.

I am not seeking a decision from the creditors on whether or not to approve these proposals as
the Company’s financial position means there are insufficient assets to pay a dividend to non-
preferential unsecured creditors other than by way of the prescribed part of the net property.

As a result, it will be for the chargeholder to approve my remuneration and category 2
expenses.

Further information about creditors’ rights can be obtained by visiting the creditors’
information micro-site published by the Association of Business Recovery Professionals (R3)
at http://www.creditorinsolvencyguide.co.uk/. Details about how an office holder’s fees may
be approved for each case type are available in a series of Guidance Notes issued with
Statement of Insolvency Practice 9, and they can be accessed at https://www.r3,org.uk/what-
we-do/publications/professional/fees. There are different versions of these Guidance Notes,
and in this case please refer to the April 2017 version. Please note that we have also provided
further details in the practice fee recovery sheet.




I have used the following agents or professional advisors since my appointment as
Administrator:

Professional Advisor Nature of Work Fee Arrangement
European Valuations Valuer/Auctioneer Fixed Fee
The Wilkes Partnership LLP  Solicitors Time Costs

The choice of professionals was based on my perception of their experience and ability to
perform this type of work and the complexity and nature of the assignment. [ also considered
that the basis on which they will charge their fees represented value for money.

European Valuations performed a valuation of the Company’s assets. This fixed fee of £2,500
plus disbursements and VAT was paid by the Company prior to my appointment.

The Wilkes Partnership LLP has advised me with regards to my appointment and prepared the
necessary documents, the sale of the business, the validity of fixed and floating charges and
correspondence between ourselves and solicitors acting for Andrew France and Elusive
Yachting.

I have not been able to draw any expenses in this matter.

I also propose that I am permitted to charge and recover what are known as category 2
expenses. Details of my category 2 disbursement recovery pelicy are included within our
practice fee recovery sheet enclosed as Appendix 3.

To date, no category 2 disbursements have been incurred.

I anticipate that expenses totalling £17,695 will arise in these proceedings, together with any
subsequent Liquidation as detailed in Appendix 7. Expenses de not have to be approved, but
when reporting to any committee and the creditors during the Administration together with any
subsequent Liquidation, the actual expenses incurred will be compared with the original
estimate provided and I will explain any material differences (for example, where legal costs
rise due to escalated recovery action).

9. PRE-ADMINISTRATION COSTS

The Board of Directors instructed me to assist them in placing the Company in Administration
on 5 December 2019, They agreed that I should be paid my pre-administration costs as a fixed
fee of £10,000.

I believe this pre-appointment fee of £10,000 to be fair and reasonable as my time costs have
significantly exceeded this figure.

In addition to my own time costs, the following expenses were incurred. I incurred legal costs
totalling £29,592. These costs are for preparing the Asset Sale Agreement, reviewing the
validity of the Qualifying Floating Charges and liaising with the solicitors of Mr Andrew
France and Elusive Yachting Limited. This work was done by The Wilkes Partnership LLP



and their fees were agreed on a time cost basis. In addition, The Wilkes Partnership sought
advice from St Philips Barristers, in relation to the validity of the Qualifying Floating Charges.
This advice cost £487.50 plus VAT.

I instructed European Valuations to complete a valuation of the Company’s physical assets.
The cost of this was a fixed fee of £2,500 plus disbursements and VAT.

I negotiated and agreed the sale of the business to Binti Marine Holdings Limited and agreed
the Assct Sale Agreement.

I sought advice as to the validity of the Qualifying Floating Charges and also the guarantee
agreement between the Company and its subsidiaries.

I tiaised with the solicitors of Mr Andrew France and Elusive Yachting Limited with regards to
the hearing and they also expressed an interest in purchasing the business and assets. Their
advisors were given access to the business and information, however, their interest was later
withdrawn.

I also assisted the Board in taking the appropriate steps to place the Company into
Administration. This task, together with some of the other tasks mentioned above are required
by statute or regulatory guidance, and whilst they do not produce any direct benefit for
creditors, they still have to be carried out.

The following statement sets out my pre-administration costs incurred. The statement also
shows those fees and expenses that were paid prior to the Administration and those where
approval is being sought to pay them from Administration funds.

Description Paid pre-appointment To be paid
£ £

Administrator’s remuneration 10,000

Valuation agents 2,674.46

Legal fees 29,592

Other expenses: Barrister’s costs 487.50

Total 3,161.96 39,592

The pre-administration costs that have already been paid were paid prior to the Administration
by the Company.

As I have already indicated, T am not seeking a decision from the creditors approving my
proposals. As a result, it will be for the chargeholder to approve the pre-administration costs.

The Wilkes Partnership LLP undertook the necessary legal formalities to put the company into
Administration. Their costs for providing that work were £4,219 plus court fee of £50. This
amount will be paid as an expense of the Administration without needing to obtain the
approval of creditors.



10. ADMINISTRATOR’S INVESTIGATIONS

I have a duty to consider the conduct of those who have been directors of the Company at any
time in the three years preceding the Administration. I am also required to investigate the
affairs of the Company in general in order to consider whether any civil proceedings should be
taken on its behalf. I should be pleased to receive from you any information you have that you
consider will assist me in this duty. I would stress that this request for information forms part
of my normal investigation procedure.

11. EC REGULATION ON INSOLVENCY PROCEEDINGS

I consider that the EC regulation on insolvency proceedings apply to the Administration of the
Company. 1 also consider that they are “main” proceedings since the Company’s registered
office and its trading address are in the United Kingdom.

12. ADMINISTRATOR’S PROPOSALS
In order to achieve the objective set out at section 3 above, I formally propose to creditors that:

(a) I continue to manage the business, affairs and property of the Company in order to
achieve the purpose of the Administration. In particular that I:

(i)  sell the Company’s assets at such time(s) on such terms as I consider appropriate
(as already completed);

(i) investigate and, if appropriate, pursue any claims that the Company may have
against any person, firm or Company whether in contract or otherwise, including
any officer or former officer of the Company or any person, firm or Company
which supplies or has supplied goods or services to the Company; and

(iii) do all such things and generally exercise all their powers as Administrator as I
consider desirable or expedient at my discretion in order to achieve the purpose of
the Administration or protect and preserve the assets of the Company or maximise
the realisations of those assets, or of any purpose incidental to these proposals

(b) the Administration will end by placing the Company into Creditors’ Voluntary
Liguidation, and propose that I, C H I Moore and Glyn Mummery of FRP Advisory LLP
are appointed Joint Liquidators.

Creditors may nominate a different person(s) as the proposed liquidator(s), but they must
make the nomination(s) at any time after these proposals are delivered to them, but
before they are approved. Information about the approval of the proposals is set out at
section 13.



(cy If that does not prove possible, the Administration of the Company will end by filing
notice of dissolution with the Registrar of companies. The Company will then
automatically be dissolved by the registrar of companies three months after the notice is
registered.

13. APPROVAL OF PROPOSALS

The financial position of the Company means that it appears to have insufficient assets to
enable a dividend to be paid to non-preferential unsecured creditors other than by way of the
prescribed part. As aresult, [ am prohibited by the insolvency legislation from seeking a
decision from the creditors to consider these proposals.

However, a creditor, or creditors, whose debts amount to at least 10% of the total debts of the
Company can require me to hold a decision procedure to enable creditors to consider whether
or not to approve these proposals and/or to consider such other decision as they see fit. Sucha
request must be received by me within 8 business days from the date these proposals are
delivered to the creditors. If creditors do not require me hold a decision procedure within that
time period, then these proposals will be deemed to have been approved.

Creditors should note that { need not initiate the decision procedure unless the creditor, or
creditors, requisitioning the decision procedure provides me with such amount that I request
from them to meet the expenses of the requisitioned decision procedure.

14. FURTHER INFORMATION

To comply with the Provision of Services Regulations, some general information about K J
Watkin & Co., including about our complaints policy and Professional Indemnity Insurance,
can be found in the attached summary sheet.

If creditors have any queries regarding these proposals or the conduct of the Administration in

general they should contact Simon R Wall by email at simon@kjwatkin.co.uk, or by phone on
01922 452881.

e

C H I Mdore
Administrator

The Administrator is an agent of the Company and acts without personal liability.



Discovery Yachts Group Limited (In Administration)
SIP 16 Disclosure
1. Background to the Administration

Discovery Yachts Group Limited (‘the Company’), acted as a holding company of the
wholly owned subsidiaries.

Discovery Group Yacht Sales Limited (‘DGYS”)
Discovery Shipyard Limited (‘DSL”)

Discovery Yacht Sales Limited (‘DY'S’)
Southerly Yacht Sales Limited (‘SYS?)

Blue Water Yachts Limited (‘BWYS?)

The group of companies manufactured and sold a range of luxury monohull and catamaran
sailing yachts in the size range 44’ to 60°. All yachts are custom build to customer
specification. Typically DGYS takes the order and enters into a build contract with the
customer. Invoicing for stage payments as construction continues.

DS build the yachts, inveicing DGYS. The Company incurs the overheads which it recharges
to the trading subsidiaries as well as providing working capital. It also owns most of the plant
& machinrery, moulds and intellectual property rights.

DYS was an earlier sales company that had stopped taking any orders some time ago when it
was effectively replaced by DGYS. The Company had two claims relating to Yachts
manufactured in previous years.

‘SYS’ and ‘BWYS’ are dormant.

On 3 April 2017 the business and assets of Discovery Yachts Limited were sold to Discovery
Shipyard Limited and Tradewinds Marine Limited which changed its name to Discovery
Yachts Group Limited on 21 April 2017.

On 12 October 2017 Discovery Yachts Group Limited now called DYG UK Limited was
placed into Liquidation.

The consideration was initially £175,000 of which £160,000 was deferred. The Liquidator,
Mr Tony Thompson of Piper Thompson subsequently renegotiated the sale at £247,000. It is
believed that £100,212 is currently owed jointly and severely by DSL and the Company.



The Group’s finances have suffered in the last 18 months from uncertainty in the market
place. One of the major factors has been the uncertainty of the circumstances surrounding the
UK’s exit from the EEC. As a high proportion of the yachts manufactured were exported the
threat of import duties within the customers’ own countries have supressed sales. UK sales
have suffered from a perceived delay in customers’ willingness to commit to sizeable
expenditure on obviously luxury items.

The Group operates from a rented shipyard in Marchwood, Southampton, and has a sales
office at Lymington Yacht Haven. Both properties are leasehold. The factory site is leased to
DSL under six leases from three landlords. The Lymington Sales Office is leased by DGYS
and SYS.

In July 2019 the company was refinanced by a German company, Binti Holding Gmbh,
(‘BHG"), which replaced an existing secured investor Mr Keith Watson by repaying his lean
and taking an assignment of his security. BHG are also owners of approximately 55% of the
issued share capital.

Since this initial capital investment of £423,327 BHG have loaned an additional £1.4 million
to the Company. BHG have not received either any capital repayments or interest payments.

However by September the Company were again beginning to encounter cash flow
difficulties.

Alongside these cash problems there exists a leng running litigation case brought by a
customer seeking damages for defective workmanship on a yacht supplied by DYS. This case
was approaching a court hearing. The claim against DY'S had been extended in part to include
the Company as a second defendant. This together with low demand for the yachts caused the
Directors to review the position of the Company.

2. Statutory information
Statutory Information relating to the Company is set out at Appendix 1

3. Past financial information
The essence of the Group’s trading is as follows
DGYS Invoices Customers

DSL Invoice DGYS
DYG Invoices DSL and DGYS for management charges.



A summary of the profit and loss accounts are set out at Appendix 2.

In summary in the year ended 31 August 2019 the Group enjoyed gross revenue of
£8,010,000, suffering a gross loss of £466,000 and a net loss of £2,266,000.

4. Introduction to K J Watkin & Co

On 3 January 2000 Keith Watkin of K J Watkin and Co was appointed Liquidator of
Britannia Sailing Limited, a sailing school operating from Warsash in Hampshire. The
Director of the company is the wife of the present CEO of Discovery Yachts Group Limited,
Mr S A E Langdon. Mr Watkin died in 2004 and the practice was taken over by Mr C H I
Moore. Accordingly Mr Langdon contacted me for advice.

Following an initial contact by email on 6 September 2019 I met the executive members of
the board of directors at Lymington on 15 October 2019. At the meeting were directors, Mr
Langdon, Mr Chen, Mr Schnaebele, the financial accountant, Mr Winduss, Mr Frost, a
solicitor representing BHG, Myself and Mr Cleary, a solicitor of the Wilkes Partnership
assisting me.

The current financial position of the Group was discussed and various options available to the
Directors were considered.

The fundamental issue was that the Company, despite the recent substantial cash introduced
by BHG, a company of which Mr Schnaecbele was a director, was still short of money to fund
the continuing production of yachts in build. Mr Schnaebele was not prepared to introduce
further funds without a strategy to ensure the Group’s survival.

A company voluntary arrangement (CVA) was discussed but the directors pointed out that it
would be unlikely for new customers to be persuaded to place new orders with a company
operating within a CVA when there exists many competitors in a more stable financial
position. Present Yacht orders would be completed but without new orders cash flow would
dry up and the Group fail.

It was also unsure whether the Company in a CVA would be able to attract the additional
funding required either from additional or existing investors.

The directors believed and I concurred that if the Company were to be placed in to liquidation
then the other company’s in the group would not be able to avoid the same proceedings.

Over 100 employees could be made redundant of which over 35 were believed to have had in
excess of 10 years service with the previous Discovery Yacht Group Limited when they were
transferred to DSL following the purchase of the business and assets in 2017. This would
have resulted in significant severance claims to be met by the Government’s Redundancy
Payments Office.



Also a landlord for 3 of the 6 units occupied by the Company at the Marchwood Factory site
had informed the CEO that he would take the opportunity to sell the units rather than re let
them if the leases were forfeit in a Liquidation.

Finally the creditors of DSL and DGYS would be exposed to financial loss as those
companies became unable to pay their creditors.

Dividend prospects would be poor as a result of diminished asset values upon the break up of
the companies.

The Administration of the Company, with the activities of DSL and DGYS continuing with
the minimum of disruption appeared an attractive option.

This option was discussed at some length with Mr Schnaebele suggesting that subject to
negotiation he might be prepared to make an offer to purchase the business and assets of the
Company, and then invest further funds to allow the trading subsidiaries to continue to trade.

The litigation being progressed against DYS and the Company was also leading towards a
trial in early December.

The Company which was funding the defence (as DYS had no funds) was running out of
cash.

The Company decided to explore the possibility of settling this claim recognising that part of
the claim was legitimate.

If no settlement was reached the company decided that it would explore the possibility of
placing the Company into Administration.

In our discussions I advised the Board as a whole acting on behalf of the Company about the
Company’s financial difficulties and provided advice about the options available regarding
the impact of the insolvency of the Company on their personal financial affairs. Whilst not
formally in office at that time, I was still required to act in my dealings with the Company in
accordance with the Insolvency Code of Ethics.

I suggested that the Board continue to seek a settlement of the litigation.

I then organised a professional valuation of the Company’s physical assets.

Ultimately the Company was placed into Administration on 19 December 2019 and I was
appointed Administrator. As Administrator [ am an Officer of the Court and [ have taken

over the management of the Company from the Board. The purpose of the Administration is
to achieve one of the hierarchy of statutory objectives, namely to achieve 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).

5. Pre-Appointment Considerations

There followed a period while the Directors sought to negotiate a settlement with the
Claimants, Mr Andrew France and Elusive Yachting Limited. The Company’s original
solicitors had ceased to act and had come off the court record.

The negotiations were lead by one of the Directors, Mr Chen , assisted by a new solicitor.

While I understand offers were made the onerous conditions made by the claimants were not
acceptable to the Company.

I had no input or involvement at all in these negotiations.

I was however informed on 28 November 2019 that the Claimants had set a final deadline for
the acceptance of a counter offer on 29 November 2019 that was unacceptable to the
Company.

I was invited to attend a meeting the following week on 4 December 2019 ahead of a formal
board meeting already convened for the following day to discuss the Company’s financial
position.

At that meeting on 4 December 2019 the CEQ, Sean Langdon reported that the Board wished
to appoint an Administrator. Moreover Mr Schnaebele stated that he wished to both purchase
the assets of the Company utilising a new investment vehicle, and that following the purchase
that company was prepared to invest sufficient working capital to allow the subsidiary
companies, DSL and DGYS to continue to trade.

He also informed me that since our last meeting BHG had loaned an additional £200,000
directly to DSL to allow it to continue to trade.

Unfortunately in spite of this additional investment DSL were struggling to obtain supplies of
materials and components as a number of suppliers were unwilling to extend further credit to

the company and orders were having to be placed on a pro-forma basis.

Mr Schnaebele (either individually or through BHG) was no longer prepared to support and
he wished to buy the business and assets of the Company through a pre-pack administration .

Furthermore there was no other obvious sources of working capital available to the Company.

I considered whether I could trade the business if appointed Administrator in order to
preserve any goodwill. I concluded that even if I could persuade customers to accelerate



payment for work carried out on their yachts under construction the immediate requirement
of DSL for funding to purchase materials and pay weekly and soon monthly wages would
prove too difficult.

The immediate cash requirements were estimated at £397,000 for pro-forma orders for
materials and components from suppliers and £87,000 to make immediate payments to
employees.

Therefore on appointment I should be forced to cease production and close the operations of
the whole Group.

I concluded that the pre-pack sale would best facilitate the achievement of the statutory
objectives set out above as it would achieve a better result for the creditors as a whole than
would be likely if the Company had been placed into Liquidation without first being in
Administration, as I have indicated above.

The pre-pack sale provides the best outcome for creditors generally including a distribution to
the secured creditor as well as a distribution to non-preferential creditors utilising the
prescribed part.

6. Valuation of the assets.

On behalf of the Directors of the Company I organised a valuation of the Company’s physical
assets by European Valuations, valuation agents, with offices in London and Birmingham.

Having both confirmed their independence and adequate professional indemnity insurance
cover of £5m they were instructed to attend the Company’s Marchwood Factory site and

prepare valuations on both an In-Situ and Ex-Situ basis.

They also valued the assets at the Lymington Sales Office utilising an inventory and
photographs.

The valuation was carried out by Joe Hall, and was project managed by Peter Bache FRICS.

The valuation was as follows:-

Market Value Market Value
In-Situ Ex-Situ
£ £

Plant & Equipment 93,820 45,915

Boat Moulds 50-100,000 nil



The valuation of the assets In-Situ makes the following additional assumptions.

1. That any purchaser of the assets will enjoy continued quiet occupation of the
premises, and that,

2. All assets will be retained In-Situ and with the benefit of all necessary power supplies
and any other services

The valuation of the assets Ex-Situ is intended to reflect the amount that would be achieved if
all assets were offered for by means of properly marketed private treaty sale for the major
more specialised items together with a properly promoted piecemeal public on-line auction
sale for the remaining assets.

In addition to the physical assets the pre-pack sale also included Goodwill and Business
Intellectual Property Rights (‘IPR’) relating to the discovery range of yachts.

The Purchase consideration was as follows :-

In-Situ Sale
Valuation Consideration
£ £
Plant & Machinery 93,820 145,000
Boat Moulds 50-100,000 144,998
IPR 100,000
Goodwill 100,000
Shares in Subsidiary Companies 4
Inter-Company Debt Assignments 2

The purchaser has significantly exceeded the professional valuations of the physical assets
and made generous payments relating to the intangible assets.

7. Marketing of the Business and Assets

The directors of the Company explained that if the Business was subject to the usual
marketing process a number of critical consequences would follow :-

1. That prospective purchasers of yachts were likely to be scared off and would be lost to

competitors.
2. That existing customers might cancel orders already placed.



3. That the imminent cash flow crisis would be exacerbated by any delay. This would be
likely to cause the closure of the two trading subsidiaries DSL and DGYS, resulting in the
redundancy of almost if not all staff.

4. Regardless of redundancies staff on hearing of the Company being marketed would be
likely to leave, moreover these are likely to be the better quality and therefore more attractive
staff.

Indeed immediately prior to my appointment an article appeared in the Sunday Times
alluding to the financial difficulties faced by the Company. The following day two staff
resigned and two failed to turn up. A staff meeting was called to try to settle the unease.

The staff issue was particularly sensitive as it was announced in the trade press on 3
December that a competitor company trading as Opyster Yachts, itself bought out of
administration in March 2018, was seeking to employ an additional 150 workers by February
2020.

5. If all companies were forced to cease trading then the creditors of DSL and DGYS would
suffer very significant losses as opposed to being paid in the ordinary course of the business.
6. Finally the proposed and subsequent purchaser had stated that his appetite for the rescue
would diminish as time dragged on.

In this regard the Claimants in the action for damages against DYS and the Company having
been informed of the Notice of Intention to appoint filed by the Company both sought leave
of the court for the case (by now to be heard the following week) to be allowed to continue
and expressed to me an interest in purchasing the assets of the Company as a pre-pack
purchase. They were given all of the current financial information available together with a
redacted copy of the proposed asset sale agreement and were invited to view both sites.
Representatives of the Claimants attended the premises accompanied by a Valuation Agent.
They also met with the CEO and the Sales Manager to discuss the current financial and
prospects for the Company, DSL and DGYS.

Immediately prior to the deadline set for offers they indicated through their solicitors that
they would not be submitting an offer.

1 believe that the limitation on marketing has not adversely affected the creditors position.
Moreover I suggest that any inevitable delays caused by a marketing process would not have
improved the position of creditors but worsened it.

8. The Pre-Pack sale

The sale of the business and assets of the Company was completed immediately following
my appointment as Administrator at 3.38pm on 19 December 2019.

The Purchaser was
Name Binti Marine Holdings Limited (‘\BMH?)

Registered Number: 12362047



Registered Office

Date of Incorporation
Director

Shareholder

Hannaford Turner LLP
6™ Floor

9 Cloak Lane

London

EC4R 2RU

13 December 2019
Werner Schnaebele

Binti Holding Gmbh

The director, Wemner Schnaebele is a director of the Company

The shareholder BHG is a 55% shareholder of the Company, and a secured creditor owed

£1,901,000 including interest. In addition BHG is owed £206,500 from DSL.

There is no deferred consideration in respect of any of the consideration

The sale consideration has been split between fixed and floating charge realisations as

follows

Plant & Machinery
Boat Moulds
IPR

Goodwill

Shares in Subsidiary Companies

Inter-Company Debt Assignments

Fixed Floating
£ £
145,000
144,998
100,000
100,000
4
2

200,004 290,000

Total

£
145,000
144998
100,000

100,000

490,004



The purchaser believes that realisations derived from the Boat Moulds should be treated as
fixed charge realisations. I disagree and have asked my solicitors to seek counsel’s advice on
the submissions made by BMH’s solicitors, Hannaford Turner LLP

There are no clauses within the asset sale agreement that would lead to repayment of any of
the purchase consideration.

9. Connected Party Transaction

As indicated above the purchaser of the business and assets of the Company is a connected
party. Connected party purchasers are encouraged to, but are not required to, approach what
is known as the pre-pack pool, an independent group of suitably qualified and experienced
individuals, in order to obtain their opinion on the pre-pack transaction. The connected party
purchaser has to pay £950 plus VAT to the pre-pack pool for them to provide this opinion.

In this instance I understand that the connected purchaser has not approached the pre-pack
pool for their opinion on the pre-pack sale.

Connected party purchasers are also encouraged to, but are not required to, prepare a viability
statement indicating how their business will survive for at least 12 months from the date of
the purchase, and detailing what they will do differently from the Company in Administration
in order that the business will not fail.

In this instance while the purchaser has not provided me with a viability statement the
director of BMG has provided a written statement that immediately after the completion of
the asset purchase he would provide working capital of £700,000 to be loaned to DSL to
enable wages and salaries to be paid and pro-forma orders to be sent out to suppliers.

In addition a further £1,300,000will be available as soon as is needed.

I understand that the first payment was made on 20 December 2019.

10. Conclusion

This SIP 16 Disclosure would normally be made as part of my proposals to creditors which
must normally made within two months of any Administrator’s appointment.

However where a pre-pack sale has been completed the proposals should be sent out at the
earliest opportunity.

In this particular instance my appointment has taken place too close to the Christmas break
and with my Office closing today 23 December 2019 there has been insufficient time to
prepare and circulate the proposals. These will be circulated in January 2020.



In the meantime I am taking the opportunity to circulate my SIP 16 Disclosure with my initial
letter to creditors.

In conclusion the pre-pack sale of the Company’s business and assets to BMH has prevented
a catastrophic collapse of the subsidiaries DSL and DGYSS, preserving the position of
creditors within these companies.

It has also secured an ongoing tenant for the four landlords of both sites.
Finally it has safeguarded the employment of 105 employees, 91 weekly and 14 monthly.

I confirm that the sale price achieved, and also the outcome, was the best available outcome
for creditors of the Company as a whole in all the circumstances of the case and that this pre-
pack sale achieves the statutory purpose of the Administration that I am seeking to achieve in
respect of the Company.

C H I Mgoore
Administrator
23 December 2019



Rule 3.30

STATEMENT OF AFFAIRS
( Name of Company Company Number
Discovery Yachts Group Litd 09347816
tn lhe Court case number
High Court of Justice CR-2019-BHM-

Statement as to the affairs of

Discovery Yachts Group Ltd
Emerald House

20-22 Anchor Road
Aldridge

Walsall

WS9 8PH

on the 19 December 2019, the date that the company entered administration,

Statement of Truth

1 believe the facts stated in this statement of affairs are a full, frue and complete statement of the affairs of
the above named company as at 19 December 2019 the date that the company entered administration.

Full Name Sk AnTiawey ED ALY LANE2r .

Signed —

T

Dated \-DI] 2 ’) 222D .




Discovery Yachis Group Ltd
Statement Of Affairs as at 19 December 2019

A - Summary of Assets

Estimated to

Assets Book Value Realise
£ £
Assets subject to fixed charge:
Goodwill 100,000.00
Intelfectual Propenty 138,281.00 100,000.00
Uncalled Share Capital 26,787.00
Investments in Subsidiary 169,600.00 4,00
Moulds 474,130.00 144,998.00
Binti Holding GmbH {431,000.00)
Deficiency c/d (85,998.00)
Assets subject to floating charge:
Uncharged assets:
Plant & Machinery 24,973.00 145,000.00
Furniture & Equipment 45,001.00
Prepayments 20,355.00
Britania Development 4,375.00
inter Company Discovery Shipyard Ltd 4,521,524.00 1.0G
Inter Company Discovery Yacht Sales Ltd 114,000.00 1.00
VAT Refund 8,311.00 8,311.00
Cash at Bank 25.00 25.00
Estimated total ass le for preferentiai creditors 153,338.00

Signature

Date \Q’ "L, oD
[ T




Discovery Yachts Group Ltd
Statement Of Affairs as at 19 December 2019

A1 - Summary of Liabilities

Estimated to

Realise
£
Estimated total assets available for preferential creditors (Carvled from Page A) 163,338.00
Liabilities
Preferential Creditors:-
NIL
Estimated deficiency/surplus as regards preferential creditors 153,338.00
Debts secured by floating charges pre 15 September 2003
Other Pre 15 September 2003 Floating Charge Creditors
NIL
153,338.00
Estimated prescribed part of net property where appiicable (to carry forward) NIL
Based on floating charge assets of Nil
Estimated total assets available for fioating charge holders 153,338.00
Debis secured by floating chargeas post 14 September 2003
Deficiency b/d 85,998.00
85,998.00
Estimated deficiency/surptus of assets after floating charges 67,340.00
Estimated prescribed part of net property where applicable (brought down) NIL
Total assets available to unsecured creditors 87,340.00
Unsecured non-preferential claims {excluding any shortfall to fioating charge holders)
Trade & Expense Creditors 969,561.00
Binti Holding GmbH 1,676,500.00
Discovery Group Yacht Sales Ltd 391,114.00
HM Revenue & Customs - PAYE 18,272.00
Pension Liabilities 11,216.00
3,0686,663.00

Estimated deficiency/surpius as regards non-preferential creditors
(excluding any shortfall in respect of F.C's post 14 September 2003)

(2,999,323.00)

Estimated deficiency/surpius as regards creditors

Issued and called up capital
Ordinary Sharehalders 1,444.00

(2,999,323.00)

1,444.00

Estimated total deficiency/surplus as regards members

(3,000,767.00)

Signature Date _ ¥ ) or ]1025'

4 ¥ )
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Appendix 2 Discovery Yachts Group Ltd
‘ (In Administration)
Administrator's Summary of Receipts & Payments
To 10/02/2020

Sof AL £ £
SECURED ASSETS
100,000.00 Goodwill NIL
100,000.00 Intellectual Property NIL
4.00 Investments in Subsidiary NIL
144,998.00 Moulds NiL
NIL
SECURED CREDITORS
{431,000.00) Binti Holding GmbH NIL
NIL
ASSET REALISATIONS
145,000.00 Plant & Machinery NIL
1.00 Inter Company Discovery Shipyard Ltd NIL
1.00 Inter Company Discovery Yacht Sales NIL
8,311.00 VAT Refund NIL
25.00 Cash at Bank NIL
NIL
UNSECURED CREDITORS
(969,561.00) Trade & Expense Creditors NIL
(1,676,500.00) Binti Holding GmbH NIL
(391,114.00}) Discovery Group Yacht Sales Ltd NIL
{18,272.00) HM Revenue & Customs - PAYE NIL
(11,216.00) Pension Liabilities NIL
NIL
DISTRIBUTIONS
(1,444.00) Ordinary Shareholders NIL
NIL
{3,000,767.00) NIL
REPRESENTED BY
NIL.
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Appendix 3
PRACTICE FEE RECOVERY POLICY FOR K J WATKIN & CO.
Introduction

The insolvency legislation was changed in October 2015, with one or two exceptions, for insolvency appointments made from that
time. This sheet explains how we intend to apply the alternative fee bases allowed by the legislation when acting as office helder
in insolvency appointments. The legislation allows different fee bases to be used for different tasks within the same appointment.
The fee basis, or combination of bases, set for a particular appointment is/are subject to approval, generally by a committee if one
is appointed by the creditors, failing which the creditors in general meeting, or the Court,

Further information about creditors’ rights can be obtained by visiting the creditors’ information micro-site published by the
Association of Business Recovery Professionals (R3) at http:/www.creditorinsolvencyguide.couk/. Details about how an office
holder’s fees may be approved for each case type are available in a series of guides issued with Statement of Insolvency Practice 9
(SIP 9) and can be accessed at https://www.icaew.com/en/technical/insolvency/insolvency-regulations-and-standards/statements-
of-insolvency-practice-sips-england. Alternatively a hard copy may be requested from C H I Moore of K J Watkin & Co. Please
note that we have provided further details in this policy document.

Once the basis of the office holder’s remuneration has been approved, a periodic report will be provided to any committee and
also to each creditor. The report will provide a breakdown of the remuneration drawn. If approval has been obtained for
remuneration on a time costs basis, i.e. by reference to time properly spent by members of staff of the practice at our standard
charge out rates, the time incurred will also be disclosed, whether drawn or not, together with the average, or “blended” rates of
such costs. Under the legislation, any such report must disclose how creditors can seek further information and challenge the
basis on which the fees are calculated and the level of fees drawn in the period of the report. Once the time to challenge the office
holder’s remuneration for the period reported on has elapsed, then that remuneration cannot subsequently be challenged.

Under some old legislation, which still applies for insolvency appointments commenced before 6 April 2010, there is no
equivalent mechanism for fees to be challenged.

Time cost basis
When charging fees on a time costs basis we use charge out rates appropriate to the skills and experience of a member of staff and

the work that they perform. This is combined with the amount of time that they work on each case, recorded in 6 minute units
with supporting narrative to explain the work undertaken.

Chargeout Rates
Grade of staff Current charge-out rate per hour, Previous charge-out rate per hour,
effective from 2020 effective from 2019
£ £
Partner 460 450
Senior Manager 375 365
Manager 315 310
Cashier 230 225
Senior Administrator 230 225
Administrator 160 155
Support Staff 115 110 ]

These charge-out rates charged are reviewed on 1 January each year and are adjusted to take account of inflation and the firm’s
overheads.

Time spent on casework is recorded directly to the relevant case using a computerised time recording system and the nature of the
work undertaken is recorded at that time. The work is generally recorded under the following categories:

Administration and Planning.
Investigations.

Realisation of Assets,
Creditors.

Trading

- Case specific matters.

When we seck time costs approval we have to set out a fees estimate. That estimate acts as a cap on our time costs so that we
cannot draw fees of more than the estimated time costs without further approval from those who approved our fees. When
seeking approval for our fees, we will disclose the work that we intend to undertake, the hourly rates we intend to charge for each
part of the work, and the time that we think each part of the work will take. We will summarise that information in an average or



“blended” rate for all of the work being carried out within the estimate. We will also say whether we anticipate needing to seek
approval to exceed the estimate and, if so, the reasons that we think that may be necessary.

The disclosure that we make should include sufficient information about the insolvency appointment to enable you to understand
how the proposed fee reflects the complexity (or otherwise) of the case, any responsibility of an exceptional kind falling on the
office holder, the effectiveness with which the office holder has carried out their functions, and the value and nature of the
property with which the office holder has to deal.

If we subsequently need to seek authority to draw fees in excess of the estimate, we will say why we have exceeded, or are likely
to exceed the estimate; any additional work undertaken, or proposed to be undertaken; the hourly rates proposed for each part of
the work; and the time that the additional work is expected to take. As with the criginal estimate, we will say whether we
anticipate needing further approval and, if so, why we think it may be necessary to seek further approval.

Percentage basis

The legislation allows fees to be charged on a percentage of the value of the property with which the office holder has to deal
(realisations and/or distributions). Different percentages can be used for different assets or types of assets. A report
accompanying any fee request will set out the potential assets in the case, the remuneration percentage proposed for any
realisations and the work covered by that remuneration, as well as the expenses that will be, or are likely to be, incurred.
Expenses can be incurred without approval, but must be disclesed to help put the remuneration request into context.

The percentage approved in respect of realisations will be charged against the assets realised, and where approval is obtained on a
mixture of bases, any fixed fee and time costs will then be charged against the funds remaining in the liquidation after the
realisation percentage has been deducted.

The disclosure that we make should include sufficient information about the insolvency appointment to enable you to understand
how the proposed fee reflects the complexity (or otherwise) of the case, any responsibility of an exceptional kind falling on the
office holder, the effectiveness with which the office holder has carried out their functions, and the value and nature of the
property with which the office holder has to deal.

If the basis of remuneration has been approved on a percentage basis then an increase in the amount of the percentage applied can
only be approved by the committee or creditors (depending upon who approved the basis of remuneration) in cases where there
has been a material and substantial change in the circumstances that were taken into account when fixing the original level of the
percentage applied. If there has not been a material and substantial change in the circumstances then an increase can only be
approved by the Court,

Fixed fee

The legislation allows fees to be charged at a set amount. Different set amounts can be used for different tasks. A report
accompanying any fee request will set cut the set fee that we proposed to charge and the work covered by that remuneration, as
well as the expenses that will be, or are likely to be, incurred. Expenses can be incurred without approval, but must be disclosed
to help put the remuneration request intc context.

The disclosure that we make should include sufficient information about the insclvency appointment to enable you to understand
how the proposed fee reflects the complexity (or otherwise) of the case, any responsibility of an exceptional kind falling on the
office holder, the effectiveness with which the office holder has carried out their functions, and the value and nature of the
property with which the office holder has to deal.

If the basis of remuneration has been approved on a fixed fee basis then an increase in the amount of the fixed fee can only be
approved by the committee or creditors (depending upon who approved the basis of remuneration) in cases where there has been a
material and substantial change in the circumstances that were taken into account when fixing the original level of the fixed fee.

If there has not been a material and substantial change in the circumstances then an increase can only be approved by the Court.

Members’ voluntary liquidations and Voluntary Arrangements

The legislation changes that took effect from 1 October 2015 did not apply to members’ voluntary liquidations (MVL), Company
Voluntary Arrangements (CVA) or Individual Veluntary Arrangements (IVA). In MVLs, the company’s members set the fee
basis, often as a fixed fee. In CVAs and IVAs, the fee basis is set out in the proposals and creditors approve the fee basis when
they approve the arrangement.

All bases

With the exception of Individual Voluntary Arrangements and Company Voluntary Arrangements which are VAT exempt, the
officeholder’s remuneration invoiced to the insolvent estate will be subject to VAT at the prevailing rate.



Agent’s Costs
Charged at cost based upon the charge made by the Agent instructed, the term Agent includes:

Solicitors/Legal Advisors
Auctioneers/Valuers
Accountants

Quantity Surveyors
Estate Agents

Other Specialist Advisors

In new appointments made after 1 October 20135, the office holder will provide details of expenses to be incurred, or likely to be
incurred, when seeking fee approval. When reporting to the committee and creditors during the course of the insolvency
appointment the actual expenses incurred will be compared with the original estimate provided.

Disbursements

In accordance with SIP 9 the basis of disbursement allocation in respect of disbursements incurred by the Office Holder in
connection with the administration of the estate must be fully disclosed to creditors. Disbursements are categorised as either
Category t or Category 2.

Category 1 expenses are direcily referable to an invoice from a third party, which is either in the name of the estate or K J Watkin
& Co.; in the case of the latter, the invoice makes reference to, and therefore can be directly attributed to, the estate. These
disbursements are recoverabte in full from the estate without the prior approval of creditors either by a direct payment from the
estate or, where the firm has made payment on behalf of the estate, by a recharge of the amount invoiced by the third party.
Examples of category 1 disbursements are statutory advertising, external meeting room hire, external storage, specific bond
insurance and Company search fees.

Category 2 expenses are incurred by the firm and recharged to the estate; they are not attributed to the estate by a third party
invoice and/or they may include a profit element. These disbursements are recoverable in full from the estate, subject to the basis
of the disbursement charge being approved by creditors in advance. Examples of category 2 disbursements are photocopying,
internal room hire, internal storage and mileage.

It is proposed that the following Category 2 disbursements are recovered:
Room Hire £210

Mileage 45p per mile
Storage £15 per box per quarter



Appendix 4: Details of work to be undertaken in the Administration and subsequent
Liquidation

A. Work for which the Administrator is seeking to be remunerated on a time basis:

Administration:

Case planning - devising an appropriate strategy for dealing with the case and giving
instructions to the staff to undertake the work on the case.

Setting up physical/electronic case files.

Setting up the case on the practice's electronic case management system and entering data.
Issuing the statutory notifications to creditors and other required on appointment as office
holder, including gazetting the office holder's appointment.

Obtaining a specific penalty bond (this is insurance required by statute that every insolvency
office holder has to obtain for the protection of each estate).

Preparing, reviewing and issuing proposals to the creditors and members.

Filing the proposals at Companies House.

Reporting on the outcome of the approval of the proposals to the creditors, Companies House
and the Court.

Dealing with all routine correspondence and emails relating to the case.

Opening, maintaining and managing the office holder's estate bank account.

Creating, maintaining and managing the office holder's cashbook.

Undertaking regular reconciliations of the bank account containing estate funds.

Reviewing the adequacy of the specific penalty bond on a monthly basis.

Undertaking periodic reviews of the progress of the case.

Overseeing and controlling the work done on the case by case administrators.

Preparing, reviewing and issuing 6 month progress reports to creditors and members.

Filing progress reports at Companies House.

Preparing and filing VAT returns.

Preparing and filing Corporation Tax returns.

Seeking closure clearance from HMRC and other relevant parties.

Preparing, reviewing and issuing final reports to creditors and members.

Filing final reports at Companies House.

Realisation of assets:

Corresponding with debtors and attempting to collect outstanding book debts.

Liaising with the bank regarding the closure of the account.

Instructing agents to value known assets.

Liaising with agents to realise known assets.

Instructing solicitors to assist in the realisation of assets.

Liaising with the secured creditors over the realisation of the assets subject to a mortgagee or
other charge.



Creditors:

Dealing with creditor correspondence, emails and telephone conversations regarding their
claims.

Maintaining up to date creditor information on the case management system.

Issuing a notice of intended dividend and placing an appropriate gazette notice.

Reviewing proofs of debt received from creditors, adjudicating on them and formally admitting
them for the payment of a dividend.

Requesting additional information from creditors in support of their proofs of debt in order to
adjudicate on their claims,

Calculating and paying a dividend to creditors, and issuing the notice of declaration of
dividend.

Investigations;

Recovering the books and records for the case.

Listing the books and records recovered.

Submitting an online return on the conduct of the directors as required by the Company
Directors Disqualification Act.

Conducting an initial investigation with a view to identifying potential asset recoveries by
seeking and obtaining information from relevant third parties, such as the bank, accountants,
solicitors, etc.

Reviewing books and records to identify any transactions or actions the office holder may take
against a third party in order to recover funds for the benefit of creditors
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ppendix 6

D116 10. February 2020

Discovery Yachts Group Ltd

SIP 9 - Time & Cost Summary
Period: 19/12/19..10/02/20

Time Summary

Hours

Classification of work function Partner Manager g:gg Si:g::{s gzZI;;Tgt:ﬁ Total Hours Time Cost (£) f;\{zr&g;e hourly
Administration & planning 2300 000 29.60 15 50 68.10 18,674 G0 288 80
Investigations 000 oo 120 0.00 1.20 276 00 23000
Realisations of assets 1.70 000 000 0.00 1.70 769 00 452 35
Trading 000 0.00 000 0.00 0.00 000 000
Creditors 370 0.00 3.40 020 7.30 2,500.00 342.47
Case specific matters 000 000 0.00 .00 oce 0.00 0.00
Total Hours 28 40 0.00 34.20 1570 78.30 23,219.00 266.54
Total Fees Claimed 0.00
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PROVISION OF SERVICES REGULATIONS SUMMARY SHEET FORK J WATKIN & CO.

The following information is designed to draw the attention of interested parties to the information required to
be disclosed by the Provision of Services Regulations 2009.

Licensing Body

Mr C H I Moore is licensed to act as an Insolvency Practitioner in the United Kingdom by the Institute of
Chartered Accountants in England and Wales (ICAEW).

Rules Governing Actions

All IPs are bound by the rules of their professional body, including any that relate specificafly to insolvency.
The rules of the professional body that licences K J Watkin & Co.’s IP can be found at
http://www.icaew.com/en/members/regulations-standards-and-guidance/inselvency/insolvency-regulations-

and-guidance. In addition, IPs are bound by the Statements of Insolvency Practice (SIPs), details of which
can be found at https://www.r3.org.ulk/what-we-do/publications/professional/statements-of-insoivency-

practice.

Ethics

All 1Ps are required to comply with the Insolvency Code of Ethics and a copy of the Code can be found at
hitp://www.icaew.com/en/technical/insolvency/insolvency-regulations-and-standards.

Complaints

At K J Watkin & Co. we always strive to provide a professional and efficient service. However, we recognise that
it is in the nature of insolvency proceedings for disputes lo arise from time to time. As such, should you have
any comments or complaints regarding the administration of a particular case then in the first instance you
should contact the TP acting as office holder.

If you consider that the IP has not dealt with your comments or complaint appropriately you should then put
details of your concerns in writing to our complaints officer Mr C HI Moore, K J Watkin & Co., Emerald House,
20-22 Anchor Road, Aldridge, Walsall WS9 8PH. This will then formally invoke our complaints precedure and
we will endeavour to deal with your complaint under the supervision of a senior partner unconnected with the
appointment.

Most disputes can be resolved amicably either through the provision of further information or following
negotiations. However, in the event that you have exhausted our complaints procedure and you are not satisfied
that your complaint has been resolved or dealt with appropriately, you may complain to the regulatory body that
licences the insolvency practitioner concerned. Any such complaints should be addressed to The Insolvency
Service, IP Complaints, 3rd Floor, 1 City Walk, Leeds, LS11 9DA, and you can make a submission using an on-
line form available at www.gov.auk/complain-about-insolvency-practitioner; or you can email
insolvency.enquiryline@insolvency.gsi.gov.uk; or you may phone 0300 678 0015 - calls are charged at up to 12p
per minute from a land line, or for mobiles, between 3p and 45p per minute if you're calling from the UK.

Professional Indemnity Insurance

K J Watkin & Co.’s Professional Indemnity Insurance is provided by Liberty Mutual Insurance Europe Limited,
20 Fenchurch Street,, London, EC3M 3AW. This professional indemnity insurance provides worldwide coverage.

VAT

K J Watkin & Co. is registered for VAT under registration no. 559 3875 84.



