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Definitions

The following definitions are used either within the body of this report, the appendices to it, or both.

AG Addleshaw Goddard LLP

Avison Youn Avison Young (UK) Limited

the Bank Natichat Westminster Bank Plc
Christopher Dee Christopher Dee LLP

The Company/ PCL Pochin Constfruction Limited

CVL Creditors’ Voluntary Liguidation n
EFP Estimated Financial Position

The Firm | Grant Thornton UKLLP

Fy18 The period ending 28 February 2018
FY1X Financial year ended February 201X
HBPL Hawarden Business Park Limited
Hilca ] Hilco Appraisal Limited

JN and RN James and Robert Nicholson

LO Legat Owen Limited

NatWest Natjonal Westminster Bank Plc

PDL Pochin Developments Limited
PGCL Pochin Gateway Commercial Limited
PLDL Pochin Land & Development Limited
Pochin’s Pochin’s Limited

PRL Pochin Residential Limited

Qs Quantity Surveyor

TCDL Trinity Court Developments Limited
VAT Value added tax




1 Executive summary

* | was appointed as joint administrator of the Company with Jason Bell on 5 August 2019 by the
directors

« Following on from our appointment we are submitting our proposals pursuant to paragraph 49(1) of
Schedule B1 to the Insolvency Act 1986 for achieving the objectives of the administration. This
report contains the information required by rule 3.35 of the Insolvency (England and Wales) Rules
2016.

» The return to the unsecured creditors is estimated at 0.4p in the £ (Section 7 — Dividend prospects).

= The administration is currently due to end on 4 August 2020.

« |t is anticipated that the administration will end by filing a notice to dissolve the company when all
funds have been realised and distributed.

« Ifthere are funds available to the unsecured creditors beyond the prescribed part provision, the
administraticn will end with the company being placed in creditors voluntary liquidation.

N e

Sarah O'Toole
Joint Administrator

26 September 2019

Please be aware fraudsters have been known to masquerade as legitimate administrators. Fraudsters
will contact creditors asking for an upfront fee or tax to release an investment or pay a dividend / to
enable release of money payable to the creditor. An administrator would never ask for such a payment
nor instruct a third party to make such a request.
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2.1

2.2

Background to the
appointment of the
administrators

The trade of the Company

Set out below is a group structure chart which sets out all companies over which | was appointed Joint
Administrator on 5 August 2019.

Pochin's Limtad

Pochin Pochin Gateway Hawatden
Developments Commercial Busmess Park

Limred Limred Lenged

Pochn Land & Trmty Count
Developments Developments
Lrmited Limed

Pochin Construction Limited {PCL) is a 100% subsidiary of Pochin's Limited (Pochins). PCL operated
as a construction business working with both external clients and other group entities to deliver projects

across the North West.
The Company utilised the central services supplied by Pochin’s which included finance, HR, and IT

services. Several project managers, guantity surveyors (QSs), afiercare staff and the transport and plant
team were also employed by Pochin’s Limited and provided their services to the Company to facilitate

delivery of construction projecis.

Factors leading to financial distress

The Pachin group of companies was established over 80 years ago and operated as a construction and
property development group, focussing on the North West region across a range of sectors including
commercial, industrial, lefsure, education and residential builds.

The group’s consolidated financial statements for the period ending February 2018 {FY18) reported
turnover of £60.0 million and an operating loss of £2.9 million.
The group’s poor performance was driven by a challenging period of trade in PCL and Pochin

Residential Limited (PRL), the group’s construction businesses. Management has atiributed this to four
particularly problematic residential building contracts with one customer, the first of which was entered

into in 2015,

All four contracts suffered from design issues leading to significant delays. The situation was
exacerbated by supply chain failure and shortfalls in the recovery of contractual entiflements, leading to




estimated losses across the four contracts of at least £17 million. Whilst the management feam
attempted to mitigate losses through pursuing substantial claims and settlements its the client,
negotiations proved protracted and costly.

In response to the challenges, a new management team was appointed in PCL in 2018 in an effort to
implement operational changes and to address the challenges in the business,

Notwithstanding these changes to the leadership, the problematic residential contracts continued to
impact the working capital of PCL throughout 2018 and into early 2019.

To address the challengeas the board sought to implement a reorganisation plan. This plan was
predicated on the business winning new, profitable contracts, reasonable settlements being reached in
respect of the residential contracts and the injection of capital from the sale of certain property, tand and
investment assets owned by group companies.

The Pochin’s board engaged Grant Thornton UK LLP (the Firm) in February 2018 {see section 3) to
undertake a review of the reorganisation plan and the potential impact it may have on the group's
working capital.

A draft report was presented to the Pochin’s board of directors in April 2019 which highlighted
challenges associated with the delivery of the plan and the impact insolvency of PCL would have on the
group in the context of the recrganisation plan.

Whilst recognising these risks, the directers continued to pursue implementation of the reorganisation
plan, seeking to address the risk areas identified through the following measures:

= corporate board structures being streamlined;

« rationalising the overhead base in PCL to less than 4% of turnover,

» seeking a working capital facility in the construction business;

* pursuing bridging finance opportunities against the estate in order to repay Bank indebtedness and
release additional working capital into the business;

= seeking to negotiate a reasonable setflement to the problematic contracts in the Company/PRL
businesses; and

« seeking a capital infection from two of the ultimate shareholders of the group, James and Robert
Nicholson (N and RN}.

In parafiel, during March 2019, Christopher Dee LLP was instructed by the directors to market a number
of commercial property assets owned by various group companies with the aim of generating sufficient
working capital to provide time to implement the recrganisation pfan.

In May 2019 the assets were brought to market and over period of six to eight weeks, several offers
were received for the portfolio as a whole and individual properties therein. Whilst several individual
property sales were negotiated and agreed, no sales were completed prior {0 the appointment of
administrators.

On 11 July 2018, JN and RN injected £1.5 million into Pochin's which was used to provide working
capital to PCL (see section 7 for further details).

Despite this injection of capital, the board was unable to obtain bridging finance or secure acceptable
resofutions to the problematic contracts. In addition, a number of tenders submitted by PCI. were
unsuccessful.

As a resulf of the failure to generate the necessary liquidity to fund PCL and the lack of new project
wins, the construction busingss was unable to continue to trade.

Accordingly, board meetings were held on 31 July 2019 and it was concluded that PCL and a number of
other group companies should be placed into administration (see section 3).




3.1

3.2

3.3

The Administrators’
appointment

Initial introduction to the Company

The Firm was introduced to the directors of Pochin’s and the Company on 7 February 2019 by
Neil Sturmey, a tax Partner at the Firm, with a view to providing advice to the Pochin’s group (including
the Company) in respect of its financial position.

Advice in this regard was provided to the group under a letter of engagement dated 11 February 2019 in
a draft report presented to the board in April 2019 (see section 2 for further details).

Prior to this engagement the Firm has been previously engaged by the Company or its directors in
respect of the following services:

Corporation tax compliance filings

Capital allowance calculations

Tax advice in respect of group related demergers and joint ventures
Inheritance tax advice for certain directors of the group

The joint administrators carefully considered the position prior to accepting the appointment, having
regard to their licensing bodies' ethical guidelines, and considered that there were no circumstances
preventing them being administrators of the Company.

Appointment of Administrators

Having considered all the options, the board of directers of the Pochin’s concluded that the best option
for the Company was for it to be placed into administration and subsequently, on 1 August 2019 issued
a notice of intention to appeint administrators. This was served on National Westminster Bank plc (the

Bank) on 1 August 2019.

Upon consent being granted by the chargeholder the Board of Directors filed at court the notice of
appointment of administrators in accordance with paragraph 22 of Schedule B1 to the Insolvency Act
1986 on 5 August 2019,

Objective of the Administration

The joint administrators must perform their functions with aim of achieving one of the three statutory the
objectives of:

» Rescuing the company as a going concem);

* Achieving a better resuit for the company’s creditors as a whole than would be likely if the company
were wound up (without first being in administration); or

« Realising property to make a distribution to one of more secured or preferential creditors.

On the basis that the Company could not fulfil its contractual obligations due to the material working
capital requirements necessary to do so, a rescue of the Company as a going concern is not
achievable.

The objective being pursued is therefore achieving a better result for the Company’s creditors as a
whole than would be likely if the Company were wound up {(without first being in administration).
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4.1

4.2

Proposals for achieving
the objective of the
administration

Objective of the administration

The administrators will pursue the objective of achieving a better result for the Company’s creditors as a
whole than would be likely if the Company were wound up.

This objective will be achieved by the administrators working with its independent quantity surveyors,
Leslie Keats, to pursue outstanding contractual debtors, retentions and claims considered due and
payable to the Company.

Exit route

As the Company has provided a guarantee against the indebtedness of Pochin’s with the Bank, the only
potential available funds to distribute to unsecured creditors would be derived from the prescribed part.

In the event that a prescribed part is available to the unsecured creditors, it is proposed that the
administrator will agree the claims of the creditors and distribute these funds in the course of the
administration. For an explanation of the prescribed part see paragraph 7.3 below.

The administration may require an extension beyond the initial period of one year for this purpose.
When all funds have been realised and distributed, the administration will end by the administrators
filing a notice to dissolve the company. The administrators will nevertheless be empowered to present a
petition for the winding up of the company if circumstances require.

However, in the event that there are surplus funds (over and above the prescribed part) available for

unsecured creditors after payment of the floating charge holder, it is proposed that the administration

will end by the Company going into creditars’ voluntary liquidation to enable the liquidator to distribute
funds to unsecured creditors.

if the Company is placed into creditors’ voluntary liquidation, it is proposed that the administrators in
office at that date will be appointed liquidators, any act in the liquidation to be done by any one or more
of the liquidators. However, creditors may nominate a different liquidator or liquidators if nomination to
that effect is received before the approval of these proposals.




5.1

The assets and liabilities .
of the Company

Statement of Affairs

On 8 August 2019 the directors of the Company were issued with a notice requiring them to provide a
statement of affairs to the administrators. A statement of affairs details the assets and liabilities of the
Company as at the date of appointment of the administrators.

On 22 August 2019 the administrators agreed to extend the deadline for submission to
Friday 13 September 2019.

The directors did prepare and return a signed Statement of Affairs document on 3 September 2019;
however, this was not in the prescribed format. The directors intend to remedy this and submit a
Statement of Affairs as soon as possible.

An estimate of the financial position (EFP) of the Company is attached at Appendix D along with the
names and addresses of the creditors, the amounts of their debt and details of any security held.




6.1

6.2

Conduct of the
administration

Strategy

As at the date of appointment, there were eight live construction contracts. In the period after filing the
notice of intention to appoint administrators, a review of the financial position of the Company was
underiaken to in order to ascertain if it was appropriate to confinue 1o trade the Company post
appointment, whilst seeking a sale of the business as a going concern.

The administrators concluded that continuing to trade the business under the terms of the live contracts
was ot feasible and upon appointment immediately took steps to secure the construction sites in order

to facilitate arderly handovers to clients.

This was led by the administrators' team, utilising the group’s senior site staff and security agents to
protect and recover company assets and minimise the risks of damage to the sites once the
appointment was in the public domain.

Having secured the sites, subcontractors were then provided with supervised access in order to retrieve
their tools and personal effects in order to help mitigate potential creditor claims against the estate.

The main assets in PCL are debtors and retentions. The administrators and independent quantity
surveyors, Lesiie Keats, with the support of retained staff from the group’s quantity surveyor team,
undertook a valuation exercise in order to ascertain the potential value of work compleied across each
site. Similarly, this exercise was undertaken for completed contracts and retention balances
outstanding.

There are also a humber of ongoing ¢laims that PCL has brought against certain clients in respect of
legacy and current contracts. The merits of these claims have been explored with legal advisors and the
administrators are continuing to pursue them in the adminisiration.

Residual plant and machinery assets owned by the group were recovered from sites by the retained
transport and plant team and retained at head office pending auction sales.

Realisation of assets

The book values of assets included in the EFP at Appendix D are based on management accounts
prepared by the Company to 5 August 2019.

Debtors, retentions and potential claims

As set out in paragraph 6.1, the adminisirators and Leslie Keats have reviewed the potential
recoverability of the debtor and retention balances, totalling £13.4 million at the date of appointment.
The balance of £13.4 million comprises 34 contracts, of this sum, £5.8million relates to the seven
contracts in progress at the date of Administration.

Also included within the book value of £13.4 million are two claims on certain contracts, which are
currently being pursued for the benefit of the creditors.

The estimated to realise figure of £800,000 reflects the midpoint of Leslie Keats’ range of outcomes,
however this is based upon a provisional assessment and subject to change.

Cash at bank

On appointment the Company held £702,000 in its bank account. The Bank is entitled to retain this
balance as set off against its indebtedness in Pochin’s under the terms of its security.




6.3

6.4

These funds may be released for the benefit of PCLs creditors if the Bank recovers it exposure in
Pochin’s in full without relying on the crystallisation of its security in PCL.

Plant, machinery, fixtures and fittings

Hilco Appraisal Limited (Hilco) wera instructed to provide a valuation of these assets and undertake an
auction sale which will conclude in late September 2019. The book value of these assets is £204,000.

The value of £184,000 presented in Appendix D reflects the mid-point of Hilco’s estimated to realise
values.

The auction closed during the week ending 22 September 2019 and we await final realisation figures
from Hilco.

Other realisations

A sum of £517 was realised in respect of tickets purchased by the Company prior to appeointment. A
refund of £275 has also been received from DVLA.

Additicnal assets

Intercompany debtors, other trade debtors, pre-paid and accrued income

The EFP includes intercompany balances of £13.1 million. The recoverability of intercompany debtors is
dependent upon the level of asset realisations and unsecured claims in each insolvent estate. At this
stage the return is therefore uncertain.

We are reviewing the Company records to determine whether any balances are recoverable in respect
of and other debtors, prepaid and accrued income which total £572,000 in the EFP.

Receipts and Payments account

Our receipts and payment account covering the period 5 August 2019 to 17 September 2019 is attached
at Appendix A. .

An overdraft facifity of £300,000 has been provided to Pochin’s Limited. This overdraft was provided to
support the administration wind down and hoiding costs across all entities until such time that there are
sufficient realisations to repay the Bank in full (see section 7.1}

To 17 September 2019, payments totalling £19,542 (ex VAT) have bheen made by Pochin’s relating to
expenses incurred in the Administration of PCL. These payments concern payments to consuitants
totalling £13,192 and a payment to a quantity surveyor for £6,350 (ex VAT} to assist with the recovery of
contractual amounts due. It is noted that upen receipt of sufficient realisations, PCL will repay the
Pochin’s for the amounts incurred.




7.1

7.2

7.3

7.4

Creditors

Secured creditors

The Bank

The Bank was granted a fixed and floating charge debenture over the Company’s assets on
21 February 2011,

Addleshaw Goddard LLP (AG) has been instructed to advise us on the validity of the security. This
review is yet to be concluded but no issues have been identified to date,

Whilst the Company has no direct indebtedness with the Bank as principal borrower, Pochin's (the
Company’s parent) has indebtedness of £8.6 million which is cross guaranieed by all entities in the
group, specifically those over which we have been appointed as administrators (including the
Company).

Accordingly, pending recoveries elsewhere, the Bank has a secured claim of £8.6 million against the
Company.

We anticipate the Bank will be repaid in full from asset realisations across the guaranteeing entities,
However, at this stage it is uncertain which entities will repay the outstanding indebtedness and the
timing of such repayment.

Preferential creditors

Preferential creditor claims consist of employee claims for wages and holiday pay, up to certain
statutory limits. A significant elerment of these claims will be subrogated to the Secretary of State,
following payment of claims by the Redundancy Payments Service.

There were three employees at the date of appointment all of whom have now been made redundant.
The estimated preferential claim is £18,000.

We estimate that the preferential creditors will be paid a dividend of 100p in the £, Payment of a
dividend to the preferential creditors is estimated to take place in the next 12 months.

Prescribed part — unsecured creditors

In accordance with section 178A of the Insolvency Act 1986, a prescribed part is to be set aside from
the floating charge assets and made availabie to the unsecured creditors of the Company. The
prescribed part calculation is applied to the net property available and is calculated at 50% of the first
£10,000 of net realisations and 20% of all further amounts, up to a maximum prescribed part of
£600,000.

The EFP includes details of the prescribed part. The net property is estimated to be £1.767 miilion
resulting in a prescribed part of £356,000.

Non-preferential unsecured creditors

As we await the finalised Statement of Affairs, the EFP presented at Appendix D assumes unsecured

trade and expense creditors of £8.9 miliion based on management accounts prepared fo 5 August 2019.




The Company operates a defined benefit pension scheme and the latest triennial valuation of the
scheme dated June 2017 indicated a scheme deficit of c.£4 million. However, the scheme buy-out
valuation is significantly higher at ¢.£25 million, this is reflected in the EFP, albeit will be subject to
confirmation by the Pensian Protection Fund in due course.

The liabilities arising following cessation of live contracts is continuing to be assessed and the
administrators are working with PCL’s clients and independent QS to mitigate such liabilities. For the
purposes of the EFP we have estimated liabilities at £18.3 million following reduction by bends and
outstanding book debts.

The management accounts also included accruals and other creditors in the balance sheet {otaliing
£16.3 million and intercompany creditors of £11.6 million.

On this basis, with tofal unsecured creditors estimated at £89.0 million, we estimate the potential
dividend to creditors to be in the order of 0.4p in the £.

10



8.1

Investigations into the
affairs of the company

Statutory investigations

Within three manths of our appointment as joint administrators, as required by the Companies Directors
Disqualification Act 1986, we will report to the Secretary of State the required facts about the

Company's business and the conduct of its directors (inciuding those acting within the past three years).

As part of this work, we are also reviewing the affairs of the Company to assess if there are any actions
which can be taken against third parties to increase recoveries for creditors,

We would be pleased to receive from any creditor any useful information concerning the Company, its
dealings or conduct which may assist us.

11



9

9.1

Joint administrators’
remuneration and
disbursements

Overview

We propose our remuneration be fixed on a time costs basis with a fees estimate totalling £544,495 and
expenses totalling £565,174, noting that certain expenses are contingent upon asset recoveries,

We have incurred remuneration in the period amounting to £126,668 of which no amount has been paid.

Further details about remuneration and expenses are provided in Appendix B to this report.

12



10 Future strategy

10.1 Future conduct of the administration

We will continue to manage the affairs, business and property of the Company in order to achieve the
purpose of the administration. This will include but not be limited to:

+ Pursuing debtors, retentions and claims

+ Realising residual assets including fixtures, fittings and IT equipment

« Corresponding with former clients in respect of contractual claims

+ Investigating the conduct of directors and historical transactions

« Paying distributions to secured, preferential and unsecured creditors if applicable

« Payment of administration expenses, including our remuneration

¢ Finalisation of the Company’s tax affairs, including completion of corporation tax and VAT returns
and settlement of any liahilities, and

»  Complying with statutory and compliance obligations.

10.2 Exiension of the administration

The duration of an administration is restricted to 12 months from the date of commencement, unless it is
extended with the permission of the creditors or the court.

If it is identified that an extension is required the administrators will seek a resclution from the secured
creditors requesting a 12 month extension.

10.3 Deemed approval

A decision of the creditors is not required because, in accordance with paragraph 52(1) of Schedule B1i
to the Insolvency Act 1986, we are of the opinion that the company has insufficient property to enable a
distribution to be made to unsecured creditors, other than by virtue of section 176A of the Insolvency Act
1986 (the prescribed part).

The proposals contained in this statement will be deemed to have been approved by the creditors
unless, within eight business days of this statement being sent out, crediters whose debts amount to at
least 10% by value of the total debts of the company request that the administrators seek a decision
from the creditors as to whether they approve the proposals.

10.4 Data Protection

Any personal information held by the company will continue to be processed for the purposes of the
administration of the company and in accordance with the requirements of data protection.

10.5 Future reporting

Our first progress report will cover the 6 months from our appointment to 4 February 2020 to be
delivered to creditors within one month after that date.

13



A Abstract of the administrators’
receipts and payments

Pochin Construction Limited - in administration
Joint Administrators' receipts and payments account
from 5 August 2019 to 17 September 2019

Receipis Statement of Total (£)
Affairs {£)

Misc Float Receipts 516.67
Misc Refunds 275.00
VAT on Sales 103.33
895.00

Payments
0.00
Balance - 17 September 2019 885.00

Made up as follows

Floating Current Account NIB 895.00

895.00

Sarah O'Toole
Joint Administrator
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C Statutory information

Company information

Company name

Pachin Gonstruction Limited

Date of incorporation

21 June 1945

Company registration number 00396388
Former trading address Brooks Lane
Middlewich
Cheshire
CWi10 0JQ
Former registered office As above
Present registered office 4 Hardman Square
Spinningfields
Manchester
M3 3EB
Authorised share capital £6,553,500
Issued share capital £6,553,500

Directors and Officers sharehelding

Pochin's Limited £6,553,500 100%

Administration information

Administration appointment

The administration appointment granted in the
High Court of Justice, Business and Property
Court, 0762 of 2019

Appointor the directors

Date of appointment 5 August 2019

Joint Administrators’ names Sarah O'Toole
Jason Bell

Joint Administrators’ address{es)

4 Hardman Square
Spinningfields
Manchester

M3 3EB

Purpose of the administration

Achieving a better result for the company’s
creditors as a whole than would be likely if the
company were weund up (without first being in
administration)

Estimated values of the Net Property and

Prescribed Part

The Company's net property is estimated to be
£1.767 million based on the EFP at Appendix D,
resulting in a prescribed part of £356,000.

Prescribed Part distribution

The joint administrators do not intend to apply to
Court to obtain an order that the Prescribed Part
shall not apply

Functlions

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.

Current administration expiry date

4 August 2020




D Estimated Financial Position

Pochin Construction Limited - EFP

NBY Estmated to

Aug 19 realise

Unsecured creditors:

Trade and expense creditors
intercompany creditors
Accruals and cther creditors

Intercompany debtors 13,111 TBC
Trade debtors, prepaid and accrued income 572 TBC
Cash at bank 698 702
Debtors, retentions and potental claims 13,410 900
Plant and machinery 176
Fixtures and fitings 8
Tolal assets subject fo floafing charge e 1,78
Preferental creditors {19
Net property 1,767
Prescribed Part (356)
Available o floating charge holder 1,410
Shortfal! o floating charge holder b/ {8,600}
Surplus{(Shortfall) to floating charge holder (7,{905‘
Surplus avaiiable to unsecured creditors -
Prescribed Part available to unsecured creditors 356

Ba1) @911
(11,575)  (11,575)
(63 (1633
(25,0000  (25,000)

Pension deficit

Bond liabilifies (8,808 (8,808)
Nor Performance claims {18,358)
Total unsecured creditors {79,525) i88,983[i
Surplusi{shortfall) to unsecured creditors (88,627)
Issued and called up share capital (6.554)
Estimated shortfall to members (95,180)

Notes:

» The EFP lists unsecured creditors of £89 million, however this includes £18 million in relation to
estimated non performance claims against the Company.
= The EFP is stated before costs of realisations and any accruing interest and charges.
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E Notice about this report

This report has been prepared by Sarah Q'Toole, the joint administrator of Pochin Construction Limited
— in administration, soiely to comply with the joint administrators” statutory duty to report to creditors
under the Insolvency (England and Wales) Rules 2016 on the progress of the administration, and for no
other purpose. It is not suitable to be relied upon by any other person, or for any other purposes, orin
any other context.

This report has not been prepared in contemplation of it being used, and is not suitable to be used, to
inform any investment decision in relation to the debt of or any financial interest in the Company.

Any estimated outcomes for creditors included in this report are illustrative only and cannot be relied
upon as guidance as to the actual outcomes for creditors.

Any persons choosing to rely on this report for any purpose or in any context other than under the
Insclvency (England and Wales) Rules 20186 do so at their own risk. To the fullest extent permitted by
law, the joint administrators do not assume any liability in respect of this report to any such person.

Please note that we are both authorised by the Insolvency Practitioners Association to act as insolvency
practitioners,

The joint administraters are bound by the Insolvency Code of Ethics,

The joint administrators act as agents for the Company and contract without personal liability. The
appeintment of the joint administrators are personal to them and {o the fullest extent permitted by [aw,
Grant Thornton UK LLP does not assume any responsibility and will not accept any liability to any
person in respect of this report or the conduct of the administration.

Please note you should read this progress report in conjunction with the joint administrators’ previous
progress reports and proposals issued to the Company's creditors, which can be found on the Grant
Thornton portal. Unless stated otherwise, all amounts in this progress report and appendices are stated
net of VAT. For definitions of abbreviations please refer to the ‘Definitions’ table at the start of this
progress report.
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