.

Rule 2.46

Form 2.23B

The Insolvency Act 1986

Notice of result of meeting
of creditors

Name of Company Company number
Gaskell Plc 448624

In the
HIGH COURT OF JUSTICE CHANCERY DIVISION, 299 of 2005
LEEDS DISTRICT REGISTRY

Court case number

(a) Insert fufl name(s) and
address(es) of the
administrator(s)

*Delete as applicable

(b) Insert place of meeting

(c) Insert date of meeting

*Delete as applicable

(d) Give details of the
modifications (if any)

*Delete as applicable

We (a) Charles Peter Holder and Stuart Charles Edward Mackellar of Kroll, 3" Floor,
Wellington Plaza, 31 Wellington Street, Leeds, LS1 4DL hereby report that a meeting of
the creditors of the above company was held at

(b) The Village Hotel & Leisure Club, Bury on (¢) 26 May 2005 at which:

*2. The attached proposals were modified and approved.
The modifications made to the proposals are as follows:

‘That pre-appointment remuneration in excess of £5000.00 be treated as an unsecured
claim within the administration and not as an expense.’

A creditors’ committee was not formed.

Signed I\ HC‘Q:’Q:’(

Joint Administrator

Dated &6!3[ 0s

A copy of the original proposals is attached for those who did not receive such
documents prior to the meeting.

Contact Details:

You do not have to give any contact information
in the box opposite but if you do, it will help

Lee Lockwood

Companies House to contact you if there is a Kroll, 3" Floor Wellington Plaza, 31 Wellington Street, Leeds, LS1 4DL
query on the form. The contact informatien that
you give will be visible to searchers of the public Tel 0113 3860811
rernr
DX Number DX Exchange
fhen you have completed ang signed this form please send it to the Registrar of Companies at:
wAPTAF0BUX 0428
COMPANIES HOUSE \ ‘ "0_’9 ompanies House, Crown Way, Cardiff, CF14 3UZ DX 33050 Cardiff
COMPANIES HOUSE 020605

b(o O(Q 0(), ’),‘%q ADM418
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6 Proposals

6.1 It is proposed that the Joint Administrators continue to manage the affairs of the Company in
order to achieve the purpose of the Administration. In the circumstances it is propesed that;-

1. The Joint Administrators continue to manage the affairs of the Company.

2. The Joint Administrators do all such cther things and generally exercise all of their
powers as contained in Schedules 1 and B1 of the Insolvency Act 1986, as they
consider desirable or expedient to achieve the statutory purpose of the Administration.

3. That the creditors. consider establishing a Creditors' Committee and that if any such
Committee is formed they be authorised to sanction any proposed act on the part of the
Joint Administrators without the need to report back to a further meeting of creditors
generally, to include making any decision about the most appropriate exit route from
the Administration.

4. Under Rule 2.106 of the Insolvency (Amendment} Rules 2003 and in the absence of a
Creditors’ Committee, the remuneration of the Joint Administrators be fixed by
reference to time properly spent by them and their staff in attending to matters arising
from the Administration.

5. Inaccordance with Statement of Insolvency Practice No 9, issued by the Association of
Business Recovery Professionals the Joint Administrators be authorised to draw
remuneration as and when funds are available on account of their time cosfs. A
creditors’ guide fo fees is attached as Appendix C.

6. The Joint Administrators believe there will be sufficient funds to pay secured and
preferential creditors in full. If there are then sufficient funds available fo pay a dividend
to unsecured creditors, the Administrators will file a notice with the Registrar of
Companies in order that the Administration will cease and the Company will move
automatically into Creditors’ Voluntary Liquidation {CVL). It is proposed that the Joint
Adminisirators will also become the Joint Liquidators of the CVL. Under Paragraph
83(7) of Schedule B1 and Rute 2.117(3) to the Insolvency Act 1986, creditors have the
right to nominate an alternative liquidator of their choice. To do this, creditors must
make their nomination in writing to the Administrators provided that the nomination is
made after the receipt of the proposals and prior to these proposals being approved.
Where this occurs, the Administrators will advise creditors and provide the cpportunity
to vote. In the absence of a nomination, the Joint Administrators wili automatically

become the Joint Liguidators of the subsequent CVL.

© Kroll Limited Joint Administrators’
31/05/2005 Report and Statement of Proposals
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7. Once all assets have been realised should there be insufficient funds available to

enable a distribution to the unsecured creditors, we propose either,;

¢ To file a notice pursuant to Paragraph 84 of Schedule B1 together with our final
progress report at Court and with the Registrar of Companies for the dissolution of
the Company. We shall send copies of these documents to the Company and its
creditors. The appointment wiil end following the registration of the notice by the
Registrar of Companies or,

¢ To make an application {o court pursuant o Paragraph 79(2) of Schedule B1 to the
Insclvency Act 1986 for an order that:

- the appeointment of the Joint Administrators ceases tc have effect on the date of
the determination of the application

- the Company be wound up by the court under the provisions of the Insolvency
Act 1986

- the Joint Administrators be appointed Joint Liguidators pursuant to Section 140
of the Insolvency Act 1986 and the Joint Administrators be discharged from
liability under Paragraph 28(1) of Schedule B1 to the Insolvency Act 1986, with
effect from such time as the Court may specify.

8. Inthe absence of a Creditors’ Committee the Joint Administrators will be discharged
from fiability under Paragraph 98 of Schedule B1 to the Insolvency Act 1986
immediately upon their appointment as Administrators ceasing to have effect.

© Kroll Limited Joint Administrators’

31/05/2005 Report and Statement of Proposals
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THE JOINT ADMINISTRATORS’ REPORT AND STATEMENT OF PROPOSALS

1

1.1

1.2

1.3

1.4

1.5

- 241

2.2

2.3

Statutory Information
The Company’s registered number is 00448624,

The trading address of the Company is Clayton Business Park, Blackburn Road, Accringion,
Lancashire, BB5 5GT.

The registered office of the Company is Clayton Business Park, Blackburn Road, Acerington,
Lancashire, BBS 5GT.

Details of the Company's directors and secretary are as follows:

Director Date appointed Date resigned Shares helid

Mr Alan J Chamberlain 9/1/1995 N/A
Mr James A Harrison 8/372002 N/A N/A
Mr Richard Hopkin 24/8/1994 N/A NIA
Mr Gerald Wheeler 5110/1998 4/4/2005
Secretary Date appointed Date resigned
Mr Richard Hopkin 241811994

Shares held

The Company was listed on the Stock Exchange and its share capital was owned by nearly
1,000 members. The Company was the holding company for the Gaskell group of Companies
(“the Group™).

Background to the Administration

The Company was incorporated and became a listed Plc in 1948. It initially traded as a feit
underlay merchant and then developed into a broadloom carpet manufacturer. It increased its
market share through the acquisition of various companies and became an aperating holding
company.

The Group were leading suppliers of premium branded floorcoverings to the residential and
commercial markets. They provided a complete range of floorcoverings which included fibre-
bonded, tufted and Axminster.

The Company carried out its operations from jeasehold premises in Clayton Business Park,

Accrington.

© Kroll Limited Joint Administrators’

11/05/2005
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29
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2.1

The Group began to experience a downturn in demand for carpets which was in part due to
the increased popularity of laminate flooring over the past decade. In 2002 sales of Cruciai
Trading and Mid Wales Yarns were completed and in 2003 the carpet tile division was
disposed of and retail manufacturing ceased at Tomkinson Carpets Limited.

Despite its restructuring efforts, the Group continued to experience losses and creditor
pressure increased. The directors identified that the Group was no longer viable in its current
form and on 16 February 2005 issued a statement to the Stock Exchange regarding the
Group’s continued loss making and stated that they were considering options to improve
trading performance and strategic alternatives for the Group, including the restructuring of
certain parts of the business. Following this announcement the Plc board resolved to market
the Group for sale. Although significant interest was generated it became clear that no party
was interested in purchasing the Company's shares due to the level of the Company’s
liabilities.

During February and March 2005 trading became more difficult due to trade creditors
requiring ransom payments to continue with necessary supplies. In addition, the directors
were unable to reach an agreement on standstill arrangements with the trustees of the
Group’s pension funds and were unable to secure additional funding required to continue
trading.

As a resuit, Charles Peter Hoider and Stuart Charles Edward Mackeiiar, iicensed insolvency
practitioners, were appointed Joint Administrators of the Company by the directors pursuant to
Paragraph 22 of Schedule B1 of the Insolvency Act 1986 on 18 March 2005. They were also
appointed over other Group companies being Gaskell Flooring Limited (*Flooring”), Gaskell
Logistics Limited (*Logistics™) and Gaskell Logistics (Northern) Limited on 18 March 2005 and
Gaskell Carpets Limited on 30 March 2005,

C P Holder is licensed by the Institute of Chartered Accountants in England and Wales (9083)
and S C E Mackellar is licensed by the Institute of Chartered Accountants of Scotland (6883).

The Court reference number is 289 of 2005 in the High Court of Justice Chancery Division,
Leeds District Registry, 1 Oxford Row, Leeds.

The Company’s main centre of operations is based in the United Kingdom. The EC
Regutations on Insclvency Proceedings 2000 apply to the Administration. The proceedings

are main proceedings as defined by Article 3 of those Regulations.

The Joint Administrators act jointly and severally so that all functions may be exercised by

either Administrator.

© Kroll Limited Joint Administrators'
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2.12 The Joint Administrators of the Company must perform their functions with the purpese of
achieving one of the following objectives:

« Rescuing the Company as a going concern; or

» Achieving a better result for the Company’s creditors as a whoie than would be likely if the
Company were wound up (without first being in Administration); or

+ Realising property in order to make a distribution to one or more secured or preferential
creditors.

2.13  The first objective under the new Administration regime is based on the survival of the existing
Company through a Company Voluntary Arrangement {CVA) or a Scheme of Arrangement
under Section 425 of the Companies Act. Due to the high level of creditor claims the survival
of the existing Company via a CVA or S425 scheme of arrangement was not achievable. The
Joint Administrators therefore pursued the second objective of achieving a better result for
creditors than would be likely if the Company were wound up.

3 Administration Strategy

31 The Joint Administrators identified that it would not be possible to rescue the Company as a
going concern and therefore decided to pursue the second objective of achieving a better
return for the creditors than would be likely if the Company were wound up.

3.2 A decision was made to trade the subsidiary companies Flooring and Logistics, while sales of
the Group’s businesses were achieved. The Joint Administrators secured funding from
Barclays Bank Plc (“the Bank”) which enabled them to trade in the short term.

3.3 The Joint Administrators approached the interested parties which had been identified during
the marketing exercise completed by the directors prior to appointment and began
negotiations. The Joint Administrators also placed an advert in the Financial Times on 22
March 2005 which resulted in further expressions of interest.

34 The Company owned a freehold property at Wheatfield Mill, Parker Street, Rishton,
Blackburn, Lancashire. The manufacturing and office premises were used by Filooring
primarily for the manufacture of contract carpets.

3.5 The freehold property was sold for £1,400,000 to Ever 25562 Limited on 4 April 2005 as part of
the Flooring contract sale. The purchase was led by the Company’s managing director Gerry
Wheeler and backed by EPIC Reconstruction plc.

36 The Company had 6 employees of which 2 were made redundant immediately upon
appointment and the remaining 4 transferred to Ever 2552 Limited on 4 April 2005.

© Kroii Limited Joint Administrators’
11/05/2005 Report and Statement of Proposals
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a7 The Company has an inter-company debt due from Flooring of £4,641,000 and £151,000 from
Logistics. It is possible that dividends may in due course be made from Flooring and Logistics
however it is not possible at this stage to indicate the guantum or timing of any dividend.

3.8 The Joint Administrators are proposing in Section 8.1 that they continue to manage the affairs
of the Company. This work will include:

+ Dealing with employee queries and the Redundancy Payments Office.
» Dealing with statutory reporting and compliance obligations.
* Making payments to the Company’s secured and preferential creditors.

» Conducting investigations into the conduct of the directors of the Company and reporting
to the Department of Trade and Industry pursuant to the Company Directors
Disqualification Act.

4 Administrators’ Receipts and Payments

4.1 A summary of receipts and payments for the Administration period from the date of our
appointment to 9 May 2005 is attached as Appendix A.

4.2 The receipts and payments account shows that the Joint Administrators have made an interim
distribution to the secured chargeholder, the Bank under its fixed charge. All assets relating
to the Company have been realised and no future realisations are anticipated.

5 Financial position of the Company

5.1 Attached as Appendix B is a summary of the Directors’ Estimated Statement of Affairs of the
Company as at the date of the appointment of the Joint Administrators.

6 Proposals

6.1 It is proposed that the Joint Administrators continue to manage the affairs of the Company in
order to achieve the purpose of the Administration. In the circumstances it is proposed that:-

1. The Joint Administrators continue to manage the affairs of the Company.

2. The Joint Administrators do all such other things and generally exercise all of their
powers as contained in Schedules 1 and B1 of the Insclvency Act 1988, as they
consider desirable or expedient to achieve the statutory purpose of the Administration.

© Kroll Limited Joint Administrators’
11/05/2005 . Report and Statement of Proposals
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3. That the creditors consider establishing a Creditors’ Commitiee and that if any such
Committee is formed they be authorised to sanction any proposed act an the part of the
Joint Administrators without the need to report back to a further meeting of creditors
generally, to include making any decision about the most appropriate exit route from
the Administration.

4. Under Rule 2.108 of the Insolvency (Amendment) Rules 2003 and in the absence of a
Creditors’ Committee, the remuneration of the Joint Administrators be fixed by
reference to time properly spent by them and their staff in attending to matters arising
from the Administration.

5. In accordance with Statement of Insolvency Practice No 8, issued by the Association of
Business Recovery Professionals the Joint Administrators be authorised to draw
remuneration as and when funds are available on account of their time costs. A
creditors’ guide to fees is attached as Appendix C.

6. The Joint Administrators believe there will be sufficient funds to pay secured and
preferential creditors in full. If there are then sufficient funds available to pay a dividend
to unsecured creditors, the Administrators will file a notice with the Registrar of
Companies in order that the Administration will cease and the Company will move
automatically into Creditors' Voluntary Liquidation (CVL). It is proposed that the Joint
Administrators will also become the Joint Liquidators of the CVL. Under Paragraph
83(7) of Schedule B1 and Rule 2.117(3) to the Insclvency Act 1286, creditors have the
right to nominate an alternative liquidator of their choice. To do this, creditors must
make their nomination in writing to the Administrators provided that the nomination is
made after the receipt of the proposals and prior te these proposais being approved.
Where this occurs, the Administrators will advise creditors and provide the opportunity
to vote. In the absence of a nomination, the Joint Administrators will automatically
become the Joint Liquidators of the subsequent CVL.

7. Once all assets have been realised should there be insufficient funds available to
enable a distribution to the unsecured creditors, we propose either;

* Tofile a notice pursuant to Paragraph 84 of Schedule B1 together with our final
progress report at Court and with the Registrar of Companies for the dissolution of
the Company. We shall send copies of these documents to the Company and its
creditors. The appointment will end following the registration of the notice by the
Registrar of Companies or,

* To make an application to court pursuant to Paragraph 79(2) of Schedule B1 to the
Insolvency Act 1986 for an order that;

© Kroll Limited Joint Administrators’
11/05/2005 Report and Statement of Proposals
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7.1

7.2

7.3

- the appointment of the Joint Administrators ceases to have effect on the date of
the determination of the application

- the Company be wound up by the court under the provisions of the Insolvency
Act 1986

- the Joint Administrators be appointed Joint Liquidators pursuant to Section 140
of the Insolvency Act 1986 and the Joint Administrators be discharged from
liability under Paragraph 98(1) of Schedule B1 to the Insolvency Act 1986, with
effect from such time as the Court may specify.

8. Inthe absence of a Creditors’ Committee the Joint Administrators will be discharged
from liability under Paragraph 98 of Schedule B1 to the Insolvency Act 1986
immediately upen their appoiniment as Administrators ceasing to have effect,

Administrators’ Remuneration

It is proposed that the remuneration of the Joint Administrators will be fixed by reference to
time spent by them and their staff in managing the Administration, in accordance with the
Statement of Insolvency Practice No.9 issued by the Association of Business Recovery
Professionals. A copy of the 'Creditors’ Guide to Administrators’ Fees' is attached as

Appendix C.

The Joint Administrators time costs at 9 May 2005 are £73,805. We have attached as
Appendix D a Time Analysis in accordance with the provisions of SiP §, which provides
details of the activity costs incurred by staff grade to the above date. 'We propose drawing
fees in accordance with the proposals outiined above.

Attached as Appendix E is additional information in relation to our policy on staffing, the use of
subcontractors, disbursements and details of our current charge-out rates by staff grade. A
description of the work invoived under the main activity codes of SIP 9 are detailed below:

Administration and Planning

The work which is involved within this area is dealing with the statutory duties of the
Administration and reporting to creditors. In addition time spent formulating the strategy for
the progression of the Administration {including internal meetings) is recorded here as are
travel and administration time.

Realisation of Assels

The time incurred here is dealing with the sale of the relevant assets of the Company.

© Kroll Limited Joint Administrators’

11/05/2005

Report and Statement of Proposals




Gaskell Plc - In Administration ’«0”

8.1

8.2

8.3

84

9.1

Trading

The time spent here included managing the day to day trading of the Company to ensure
that a sale of the businesses as going concerns was achieved. Time has also been spent
reconciling and finalising the trading account.

Creditors

This refiects the time spent with employees and other creditors of the Company, inciuding
meetings and telephone calls.

Estimated Gutcome

Based on the Directors’ Estimated Statement of Affairs attached to this report the estimated
value of the preferential creditors is £5,000 and the unsecured creditors is £8,229,000. The
unsecured creditors figure includes the directors’ estimate of £882,000 for the Gaskell
Pension Scheme. This scheme is a final salary scheme and we are currently seeking advice
in order fo establish that a liahility from this scheme will be held against the Company as a
participating employer,

The Bank hold fixed and floating charge security in relation to lending made to the Group.
Their total debt from the Group was approximately £1,903,000 at the date of appoiniment.

It is anticipated that the Bank and preferential creditors will be paid in full and that there may
be sufficient funds to make a distribution to unsecured creditors.

As the security pre-dates the introduction of the Enterprise Act 2002 on 15 September 2003,
there is no requirement to set aside an ‘Unsecured Creditors’ Fund * as outlined in s176A of
the Act.

Next Report

The Joint Administrators are reguired to provide a progress report within one month of the end
of the first six months of the Administration.

© Kroll Limited Joint Administrators’
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10 Meeting of Creditors

10.1 An initial meeting of the Company’s creditors is being convened to approve the Joint
Administrators’ proposals. The meeting will be held on 26 May 2005 at 2.30pm at The Village
Hotel and Leisure Club, Bury.

For and on behalf of
Gaskell Plc Limited

D el

C P Holder
Joint Administrator

@ Kroil Limited Joint Administrators'
10/05/2005 Report and Statement of Proposals
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Nil

Nil

Nil

Nil

Gaskell Plc
(In Administration)

Administrator's Abstract of Receipts & Payments

SECURED ASSETS

Freehold t.and & Property

COSTS OF REALISATION

Bank Charges

SECURED CREDITORS

Chargeholder (1)

ASSET REALISATIONS

REPRESENTED BY

Fixed Current A/c

To 08/05/2005

1,400,000.00

e —— e

20.00

1,100,000.00

————

Appendix A

.1,400,000.00

(20.00)

(1,100,000.00 }

Nil

299,980.00

2]
e ——

299,980.00

e b

299,980.00

]
—_—
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Appendix B

Rule 2.29 Form 2.14B
Statement of affairs

Name of Company Company number

Gaskell Plc 448624

inthe Court case number

HIGH COURT OF JUSTICE, CHANCERY DIVISION, 299 of 2005

LEEDS DISTRICT REGISTRY

1} Insert name and

Jress 2%1%12?:;: Statement as to the affairs of (a) Gaskell Plc
company
(b) Tnsert date on the (b) 18 March 2005, the date that the company entered administration.

Statement of Truth

| believe that the facts stated in this statement of affairs are a full, true and complete statement of the affairs of
the above named company as at (b) 18 March 2005 the date that the company entered administration.

Full name Ricmaed e in

Signed @L:;(L__

Dated 1o MATY 2005




A - Summary of Assets

Assets

Assets subject to fixed charge:

Freehold property

Less Barclays Bank Plc (estimated)

Fixed charge shortfall of £603,000 caught under Flooring,
Logistics and Logistics (Northern) fixed charge
cross guarantee

Assets subject to floating charge:

Plant and Machinery (Unencumbered)
Group Debtors Gaskell Flooring Ltd

Gaskell Logistics Ltd

Uncharged assets:

Other Prepayments and Debtors

Estimated total assets available for preferential creditors

Signature %ﬂ Date 10 MAT 2008

Book Estimated to
Value Realise
£000 £000
1,517 1,300
(1,903)
178 -
4,641 -
151 -
130 -




A1 - Summary of Liabilities

Estimated total assets available for preferential
Creditors (carried from page A)
£

Liabilities
Preferential creditors:- Employees Claims

Estimated deficiency/surplus as regards preferential creditors

£

Estimated prescribed part of net property where applicable (to carry forward)
Estimated total assets available for floating charge holders

£

Debts secured by fioating charges

Estimated deficiency/surplus of assets after floating charges

£

Estimated prescribed part of net property where applicable (brought down)

Total assets available to unsecured creditors
£

Unsecured non-preferential claims (see aitached sheet)
Estimated deficiency after floating charge where applicable (brought down)

Estimated deficiency/surplus as regards creditors
£
Issued and called up capital

Estimated total deficiency/surplus as regards members

Estimated
to realise
£000
£ 5
1))
| £
(5)
! £
(5)
s
(5)
£
l (8,229)
(8,234)
£
i (1,226)
' (9,460)

Signature__% Date __ 1O MaY 2005
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Appendix C
A CREDITORS’ GUIDE TO ADMINISTRATORS’ FEES
ENGLAND AND WALES
1 Introduction
1.1 When a company goes into Administration the costs of the proceedings are paid out of its

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

2 The nature of Administration

2.1 Administration is a procedure which places a company under the control of an insolvency
practitioner and the protection of the court in order to achieve cne or more of the following

statutory purposes:
s Rescuing the Company as a going concern; or

s Achieving a better result for the Company's creditors as a whole than would be likely if the
Company were wound up (without first being in Administration); or

» Realising property in order to make a distribution to one or more secured or preferential

creditors.

Administration may be followed by a company voluntary arrangement, liquidation, dissolution or

survival of the Company.

@ Kroll Limited Joint Administrators’
11/05/2005 Report and Statement of Proposals
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3 The Creditors’ Committee

3.1 The creditors have the right to appoint a committee with a minimum of 3 and a maximum of §
members. One of the functions of the committee is to determine the basis of the
Administrators’ remuneration. The committee is established at the meeting of creditors, which
the Administrator is required to hold within 10 weeks of the commencement of the
Administration 10 consider his proposals (subject {o certain conditions}. The Administrator
must call the first meeting of the committee within 6 weeks of its establishment, and
subsequent meetings must be held either at specified dates agreed by the commiitee, or
when a member of the committee asks for one, or when the Administrator decides he needs
to hold cne. The committee has the power to summon the Administrator to attend before it
and provide such information as it may require.

4 Fixing the Administrators’ fees
4.1 The basis for fixing the Administrators’ remuneration is set out in Rule 2.106 of the Insolvency
{Amendment) Rules 2003, which states that it shall be fixed either:
e as a percentage of the value of the property which the Administrator has to deal with, or
s by reference to the time properly given by the Administrator and his staff in attending to

mafters arising in the Administration;

it is the for the creditors’ committee (if there is one) to determine on which of these
bases the remuneration is to be fixed, and if it is fixed as a percentage, to fix the
percentage to be applied. Rule 2.1086 says that in arriving at its decision the committee
shall have regard to the following matters:

» the complexity (or otherwise) of the case;
« any responsibility of an exceptionai kind or degree which falls on the Administrator;

» the effectiveness with which the Adminisirator appears to be carrying out, or to have carried
out, his duties;

« the value and nature of the property which the Administrator has to deal with;

42 if there is no creditors’ committee, or the commitiee does not make the requisite
determination, the Administrators’ remuneration may be fixed by a resolution of a meeting of
creditors having regard to the same matters as the committee would. If the remuneration is
not fixed in any of these ways, it will be fixed by the court on application by the Administrator.

@ Kroll Limited Joint Administrators’
11/05/2005 Report and Statement of Proposals
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5 What information should be provided by the Administrator?

5.1 When seeking fee approval

5.1.1.  When seeking agreement to his fees the Administrator should provide sufficient supporting
information to enable the committee or the creditors to form a judgement as to whether the
proposed fee is reascnable having regard fo all the circumstances of the case, The nature
and extent of the supporting information which should be provided will depend on:

e the nature of the approval being saught;
+ the stage during the Administration of the case at which it is being sought; and

» the size and complexity of the case.

5.1.2. Where, at any credifors’ or committee meeting, the Administrator seeks agreement fo the
ferms on which he is to be remunerated, he should provide the meeting with defails of the
charge-out rates of all grades of staff, including principals, which are likely to be involved on
the case.

51.3 Where the Administrator seeks agreement to his fees during the course of the Administration,
he should always provide an up to date receipts and payments account. Where the proposed
fee is based on time costs the Administrator should disclose fo the committee or the creditors
the time spent and the charge-out value in the particular case, together with, where
appropriate, such additional information as may reasonably be required having regard fo the
size and complexity of the case. The additional information should comprise a sufficient
explanation of what the Administrator has achieved and how it was achieved fo enable the
value of the exercise fo be assessed (whilst recognising that the Administrator must fufil
certfain statutory obligations that might be seen to bring no value for creditors) and to establish
that the time has been properly spent on the case. That assessment will need to be made
having regard to the time spent and the rates af which that time was charged, bearing in mind
the factors set out in paragraph 4.1 above. To enable this assessment to be carried out it
may be necessary for the Administrator to provide an analysis of the time spent on the case
by type of activity and grade of staff. The degree of detail will depend on the circumstances of
the case, but it will be helpful to be aware of the professional guidance which has been given
fo insolvency practitioners on this subject. The guidance suggests the following areas of
activily as a basis for the analysis of time spent:

s Adminisiration and planning
e Investigations

¢ Realisation of assets

s Trading
© Kroll Limited Joint Administrators’
11/05/2005 Report and Statement of Proposals
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* Creditors

e Any other case-specific matters

The following categories are suggested as a hasis for analysis by grade of staff:
+ Partner
s Manager
+ Other senior professicnals
+ Assistants and support staff
The explanation of what has been done can be expected to include an outline of the

nature of the assignment and the Administrator's own initial assessment, including the
anticipated return to creditors. To the extent applicable it should also explain:

e Any significant aspects of the case, particularly those that affect the amount of time spent.
* The reasons for subsequent changes in strategy.

+ Any comments on any figures in the summary of time spent accompanying the request the
Administrator wishes to make.

* The steps taken to estahlish the views of creditors, particularly in relation to agreeing the
strategy for the assignment, budgeting, time recording, fee drawing or fee agreement.

* Any existing agreement about fees.

« Details of how other professionals, including subcontractors, were chosen, how they were
contracted to be paid, and what steps have been taken to review their fees.

it should be borne in mind that the degree of analysis and form of presentation should
be proporticnate to the size and complexity of the case. In smaller cases not all
categories of activity will always be relevant, whilst further analysis may be necessary
in larger cases.

5.1.4. Where the fee is charged on a percentage basis the Administrator should provide details of
any work which has been or is intended to be sub-contracted out which would normally be
undertaken directly be an Administrator or his staff.

@ Kroli Limited Joint Administrators'

11/05/2005 Report and Statement of Proposals
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52 After fee approval

Where a resolution fixing the basis of fees is passed at any creditors’ meeting held before he
has substantially completed his functions, the Administrator should notify the creditors of the
details of the resolution in his next report or circular to them. In all subsequent reports to
creditors the Administrator should specify the amount of remuneration he has drawn in
accordance with the resolution. Where the fee is based on time costs he should also provide
details of the time spent and charge-out value to date and any material changes in the rates
charged for the various grades since the resolution was first passed. He should also provide
such additional information as may be required in accordance with the principles set out in
paragraph 5.1.3. Where the fee is charged on a percentage basis the Administrator should
provide the details set out in paragraph 5.1.4 above regarding the work which has been sub-
contracted out.

53 Expenses and disbursements

There is no statutory requirement for the committee or the creditors to approve the drawing of
expenses or disbursements. However, professional guidance issued to insolvency
practitioners requires that, where the Administrator proposes to recover costs which, whilst
being in the nature of expenses or disbursements, may include an element of shared or
allocated costs {such as room hire, document storage or communication facilities provided by
the Administrator's own firm), they must be disclosed and be authorised by those respeonsible
for approving his remuneration. Such expenses must be directly incurred on the case and
subject to a reasonable method of calculation and allocation.

6 What if a creditor is dissatisfied?

6.1 If a creditor believes that the Administrater's remuneration is too high he may, if at least 25
per cent in value of the creditors (including himself} agree, apply to the court for an order that
it be reduced. If the court does not dismiss the application {which it may if it considers that
insufficient cause is shown) the applicant must give the Administrator a copy of the application
and supporting evidence at least 14 days before the hearing. Unless the court orders
otherwise, the costs must be paid by the applicant and not as an expense of the

Administration.
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7.1

8.1

8.2

What if the Administrator is dissatisfied?

if the Administrator considers that the remuneration fixed by the creditors’ committee is
insufficient he may request that it be increased by resolution of the creditors. If he considers
that the remuneration fixed by the committee or the creditors is insufficient, he may apply to
the court for it to be increased. If he decides to apply to the court he must give at least 14
days' notice to the members of the creditors' committee and the committee may nominate one
or more of its members to appear or be represented on the application. if there is no
committee, the Administrator's notice of his application must be sent to such of the company'’s
creditors as the court may direct, and they may nominate one or more of their number to
appear or be represented. The court may order the costs to be paid as an expense of the

Administration.

Other matters relating to fees

Where there are Joint Administrators it is for them to agree between themselves how the
remuneration payable should be apportioned. Any dispute arising between them may be
referred to the court, the creditors’ committee or a meeting of creditors.

If the Administrator is a solicitor and employs his own firm to act on behalf of the company,
profit costs may not be paid unless authorised by the creditors’ commitiee, the creditors or the

court.

© Kroll Limited ' Joint Administrators’
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Appendix D

TIME ANALYSIS FOR THE PERIOD 18 MARCH 2005 TO 9 MAY 2005

Employee Grade {Hours)

Partner/ Other Sen'r Assistants/ Total Time Cost Ave Per

Director Manager Prof Support Hours (£} Hour (f)
Administration and Planning 43.2 10.7 4.0 351 103.0 32,978.00 320
Investigations 0.2 0.0 0.0 0.0 0.2 95.00 475
Realisation of Assets - Fixed
Charge 5.5 50.0 1.0 0.0 56.5 20,362.50 360
Realisation of Assets - Debtors 3.0 0.0 0.0 0.0 3.0 1,425.00 475
Realisation of Assets - Floating
Charge 11.5 0.5 0.0 1.5 13.5 5,750.00 426
Trading 7.9 0.2 0.0 165 236 6,110.00 259
Creditors 8.3 0.0 57 10.5 245 7,084.50 28%
Total Hours By Grade 79.6 61.4 20.7 62.6 2243 73,805.00 324
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Appendix E

ADDITIONAL INFORMATION IN RELATION TO ADMINISTRATORS' FEES
PURSUANT TO STATEMENT OF INSOLVENCY PRACTICE 9

1 Policy

Detailed below is Kroll's pelicy in relation to:
+ Staff allocation and the use of subcontractors
+ Professional advisors

« Disbursements
1.1 Staff allocation and the use of subcontractors

Our general approach to resourcing our assignments is to allocate staff with the skills and
experience to meet the specific requirements of the case.

The constitution of the case team will usually consist of a Partner, Manager, Senior and
Assistant. The exact constitution of the case team will depend on the anticipated size and
complexity of the assignment and on larger, more compiex cases, several Seniors/Assistants
may be allocated to meet the demands of the case.

With regard to suppert staff, we would advise that time spent by cashiers in relation to specific
tasks on an assignment is charged. Only if there is a large block of time incurred by a
member of the secretarial team, e.g. report compilation and distribution, do we seek to charge

and recover our time in this regard.

We have not utilised the services of any subcontractors in this case.

© Kroll Limited Joint Administrators’
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1.2

1.3

© Kroll Limited Joint Administrators’

11/05/2005

Professional advisors

On this assignment we have used the professional advisors listed below. We have also
indicated alongside, the basis of our fee arrangement with them, which is subject o review on
a regular hasis.

Name of Professional Advisor Basis of Fee Arrangement

DLA Piper Rudnick Gray Cary {legal advice) Hourly rate & disbursements

Alexander Forbes (insurance) Hourly rate & disbursements

Eddisons (valuation and disposal advice) Hourly rate & dishursements

Financial Dynamics (PR advice) Hourly rate & disbursements

Our choice was based on our perception of their experience and ability to perform this type of -
work, the complexity and nature of the assignment and the basis of our fee arrangement with
them.

Disbursements

Category 1 disbursements do not require approval by creditors. The type of disbursements
that may be charged as a Category 1 disbursement to a case generally comprise of external
supplies of incidental services specifically identifiable to the case, such as postage, case
advertising, invoiced travel and external printing, room hire and document storage. Also
chargeable will be any properly reimbursed expenses incurred by personnel in connection
with the case.

Category 2 disbursements do require approval from creditors. These disbursements can
include costs incurred which relate to payments due to associated companies for the provision
of services to the office holder. There have been no Category 2 disbursements charged on

this case.
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Charge-out rates

Complex charge-out rates have been applied to this assignment due to its size and
complexity.

A schedule of Kroll charge-out rates effective from 1 January 2005 is as follows:

Complex Rate

Partner:-

Partner 1 550
Partner 2 475
Associate Partner/Director 425
Manager:-

Senior Manager 400
Manager 350
Other Senior Professionais:-

Experience Senior 295
Senior 250
Administrator 200
Assistants & Support Staff:-

Assistant 150
Experienced Cashier 200
Cashier 150
Assistant Cashier 75
Support 75

@ Kroll Limited Joint Administrators’
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