SATURDAY

Rule 2.33 Form 2.17B

The Insolvency Act 1986

Statement of administrator’s
proposals

Name of Company Company number
Sterlings - D.F.C. Limited 00380143

In the High Court of Justice, Cardiff District Registry,

g Count case number
Chancery Division

1068 of 2008

I Alistair Wardell and Nigel Morrison of Grant Thornton UK LLP,
11-13 Penhill Road, Cardiff, CF11 9UP

attach a copy of our proposals in respect of the administration of the above company.

A copy of these proposals was sent to all known creditors on

4 December 2008

' Signed /,{{/;. Lé/l/

Joint Administrator

Dated ‘//"//'Z//O?

Contact Details:

. . L Siwan Morgan

You do not have to give any contact information in

the box opposite but if you do, it will help Companies . .

House 1o contact you if there is a query on the form. Grant Thornton UK LLP, 11-13 Penhill Road, Cardiff, CF11 9UP

The comtact information that you give will be visible

to searchers of the public record Tel 029 2023 5591

DX Number DX Exchange
Vhen you have completed and signed this form please send it to the Registrar of Companies at:
‘ompanies House, Crown Way, Cardiff, CF14 3UZ DX 33050 Cardiff
*AATJOSFY"
A43 06/12/2008 234

COMPANIES HOUSE




o Grant Thornton

Our Ref SEM/STH/AGW/S00538/7

TO THE CREDITORS

Recovery and Reorganisation

Grant Thomton UK LLP
11.13 Penhill Road
Cardiff CF11 3UP

T +44 (0029 2023 5581
F +44 (0)29 2085 7498
www.grant-thornton.co.uk

4 December 2008
Dear Sirs

Sterlings - D.F.C. Limited

RVS Transport Refrigeration Limited

RVS Transport Repair Limited

RVS Transport Repair (Bridgend) Limited -

RVS Commercial Refrigeration Limited

RVS Consultants Limited

RVS Modular Linings Limited

RVS Insulation Services Limited - All In Administration {together the Group)
Trading As: RVS Engineering

High Court of Justice Chancery Division, Cardiff Registry

Court Case Numbers: 1068 of 2008, 1075 of 2008, 1073 of 2008,

1074 of 2008, 1071 of 2008, 1072 of 2008, 1070 of 2008, 1069 of 2008
respectively

1- INTROBUCTION

1.1. Following the appointment of Nigel Morrison and myself as joint
i administrators of the Group by the directors on 10 October 2008, T am
submitting my proposals pursuant to paragraph 49(1) of Schedule B1 to the
Insolvency Act 1986 for achieving the objectives of the administrations.

1.2 This report contains the information required by Rule 2.33 of the Insolvency
Rules 1986.

1.3. In accordance with paragraph 100 (2) of Schedule B1 to the Insolvency Act
1986 the functions of the administrators are to be exercised by any or all of
them,

2 STATUTORY INFORMATION

2.1. The Group's statutory details are attached at Appendix A.

2.2. The administrations constitute "main proceedings™ under the EC Regulation on

Insolvency Proceedings.




3.1

3.2,

3.3.

3.4.

3.5.

3.6.

BACKGROUND TO ADMINISTRATORS' APPOINTNMENT

Grant Thornton UK LLP (the firm) was first consulted by Barclays Bank Ple
(the Bank), which holds qualifying floating charges over the assets of both
Sterlings - D.F.C. Limited and RVS Insulation Services Limited dated 6 May
2003 and 17 March 2006 respectively, on 31 January 2008 with a view to
giving advice on the Group's financial affairs and the Bank's future policy
towards the Group. '

Prior to that consultation, neither I nor the firm, had any dealings or
involvement with the Group, the directors or its secretaries.

The firm carried out a brief investigation into the Group's financial position and
produced a letter of advice to the Bank dated 17 March 2008. The conclusions
and recommendations in respect of the financial position of the Group can be
summarised as follows:

i The Group was insolvent on a balance sheet and cashflow basis.
Several directors had been involved with the Group for over 30 years
and had injected significant personal funds into the business. In the
absence of these funds the business would have been unable to trade
over the last year.

ii In the year ended 31 April 2007, the Group generated a loss of

£478,000 and had forecast a loss of £182,000 for the year ending 31
April 2008. As a result the Group attempted to secure additional
funding from the Bank.

iii The Group operated a dividend scheme to pay employees which
necessitated the creation of the related companies, this significantly
reduced employment costs, however it was unclear how sustainable the
schemie would be given that recent legislation has changed to make
similar schemes unworkable. Should this have occurred, the Group's
liabilities would have increased by £180,000.

iv Whilst the Group's cashflow forecasts showed a reduced loss in 2008
and a move to profitability in 2009, the Group's cashflow forecasts
depended upon peak funding requirements of £739,000 in March 2008
and £793,000 in March 2009, associated with the payment of
Corporation Tax and VAT quarters.

The firm was also engaged by the Group's directors on 22 August 2008 to
assist the Group in its efforts to refinance the business. Despite contacting
several potential sources of funding, in view of the financial position above, no
additional funds were raised. ’

The firm was subsequently instructed by the Group on 25 September 2008 to
assist in placing the Group into administration and to determine whether a sale
could be achieved,

The purpose of our assistance was to enable management to fulfil its
obligations to act in creditors best interests, given it had recognised and




3.7.

3.8,

acknowledged that the Group was insolvent. A summary of the Group's
position at this time is as follows:

i

i

iii

iv

vi

vii

vitl

ix

The Bank had capped the Group's overdraft facility at £420,000. The
overdraft at this time was circa £402,000.

Other Bank loans totalled circa £245,000 although it was estimated that
approximately £103,000 would be recoverable under the Small Firms
Loan Guarantee Scheme (SFLGS).

Barclays Sales Finance (BSF) had limited its CID facility to 80% of
allowable book debts. Funds in use at this time amounted to circa
£400,000.

"Total Bank exposure including BSF, net of any recovery from SFLGS,

was circa £944,000.

The Bank had informed the Group that it intended to withdraw its
facilities by 1 October 2008. However, this time frame was
temporarily delayed to allow for negotiations with interested parties to
continue to enable a going concern sale of the business and assets to be
achieved. . '

The Group was no longer able to manage within its existing overdraft
facility and was facing formal insolvency.

Trade creditors were in excess of £340,000 and circa £190,000 was due
to H M Revenue and Customs.

The directors believed that they would be able to continue to trade if
the overdraft facility was increased by a further £150, 000 to £200,000
beyond its existing facility.

The directors had consulted all parties known to them who may have
an interest in purchasing the business on a going concern basis
although no interest was generated in this regard.

Having considered all the options the directors considered that the best route
for the Group was for it to be placed into administration and subsequently, on
10 October 2008 made the direct appointment of administrators in accordance
with paragraph 22 of Schedule B1 to the Insolvency Act 1986.

The objective of the administrations were to achieve a better result for the
Group's creditors as a whole than would be likely if the Group were wound up.




4.1.

4.2.

4.3,

4.4,

5.1

5.2

5.3.

5.4,

5.5.

5.6.

CONDUCT OF THE ADMINISTRATION

The Group undertook a variety of work, including transport refrigeration
services, transport repair, tail-lift and shutter services, commercial body repair,
commercial refrigeration services and MOT and domestic vehicle services.

The Group's main location was its freehold workshop and offices at
Tongwynlais, Cardiff.

Sale of Business

Having actively marketed the business prior to appointment, an offer to acquire
the business and assets was received and was accepted immediately following
formal insolvency.

Following recommendations from GV A and Go Industry, the freehold property

‘was sold for £475,000 and the floating charge assets were sold for £5,000.

ASSETS AND LIABILITIES

The directors have been requested to prepare a statement of affairs for the
Group; I have been informed that they are currently working on producing this
information which will be submitted to me in due course.

I attach in Appendix B, a list of the names and addresses of the creditors, the
amounts of their debts and the details of any security held.

Secured Creditors

At the date of appointment the Bank was owed circa £636,000 and held a
debenture dated 6 May 2003 and a fixed charge over the freehold property
dated 10 June 2003. In view of the level of realisations the Bank will not

- recover its lending in full.

BSF had entered into a Sales Ledger Financing Agreement with Sterlings DFC
Limited on 24 Qctober 2003 and was owed circa £400,000 on appointment.
BSF has outsourced the collection of book debts following appointment and it
is unlikely that there will be surplus funds available at the conclusion of the
collection process.

Preferential Creditors

The level of preferential creditors has not been calculated at this stage,
however, there is no prospect of funds becoming available to meet these
claims.

Unsecured Creditors
There will be no funds avatlable to meet the claims of unsecured creditors.




6.1.

6.2,

6.3.

7.1.

1.2.

7.3.

7.4,

7.5.

7.6.

PROPOSALS FOR ACHIEVING THE OBJECTIVE OF THE
APDMINISTRATION

The administrators have pursued the objective of achieving a better result for
the Group’s creditors as a whole than would have been likely if the Group was
wound up.

As detailed earlier in this report, the administrators have sold the business and
assets as a going concern in order to enable for a distribution to be made to the
secured creditors.

It is proposed that the administrations will end by the Group going into

creditors voluntary liquidation, or if there are no monies available for .
unsecured creditors, by the dissolution of the Group. If the Group is placed into
creditors voluntary liquidation it is proposed that Alistair Wardell and Nigel
Morrison will be appointed as liquidators. However, creditors may nominate a
different liquidator providing nomination to that effect is recelved before the
approval of these proposals.

ADMINISTRATORS' REMUNERATION AND DISBURSEMENTS

To date, [ have not drawn a.ny fees on account. As there is no dividend
prospects for unsecured creditors payment of fees is subject to the agreement of
the secured and preferentlal creditors.

Background information regarding the fees of administrators can be found at
http://www.insolvency-practitioners.org.uk (navigate via 'Technical' to
‘Creditors Guides to Fees'). Alternatively I will supply this information by post
on request.

The administrators will request that their remuneration be calculated according
to the time properly given by the administrators and their staff in attendmg to
matters arising in the administrations.

The administrator will charge out of pocket expenses at cost. Mileage is
charged at standard rates which comply with HM Revenue and Customs limits
or AA recommended rates. VAT is added to disbursement charges as
necessary. '

Payments of the administrators' remuneration and disbursements are to be met
from funds held in the administration in priority to the claims of creditors, and,
after approval of the basis, the administrator may draw sums on account.

Time costs to date amount to £41,436, representing 176 hours at an average of
£235 per hour. Further details, including a breakdown by category of staff and
work done will be given to the creditors’ committee, if appointed, or made
available at the creditors' meeting.




3.1.

8.2.

MEETING OF CREDITORS

A meeting of creditors has not been convened in accordance with paragraph 52
(1) of Schedule B1 to the Insolvency Act 1986, as [ am of the opinion that the
Group have insufficient assets to enable a distribution to be made to unsecured
creditors.

The proposals contained in this statement will be deemed to have been
approved by the creditors unless, within 12 days of this statement being sent
out, a meeting is requisitioned by creditors whose debts amount to at least 10%
by value of the total debts of that company.

Yours faithfully .
for and on behalf of Sterlings - D.F.C. Limited and related companies
(together the Group)

/0@ (o

Alistair Wardell
Joint Administrator

The affairs, business and property of Sterlings - D.F.C. Limited and related
companies (together the Group) are being managed by Alistair Wardell and
Nigel Morrison, appointed as joint administrators on 10 October 2008.
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