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1.1

1.2

1.3

1.4

Introduction

We, lan James Gould and Matthew David Gibson of PKF (UK) LLP {("PKF"), were appointed
Joint Administrators of the Groundwork Trust Limited (also known as Groundwork St Helens,
Knowsley, Sefton & Liverpoo!) (“the Company”) on 22 August 2006 by the Company's
directors in The High Court of Justice, Chancery Division, Birmingham District Registry, case
number 4924 of 2006.

This report is prepared pursuant to Scheduie B1, Paragraph 49 of the Insolvency Act 1986
{("the Act") and Rule 2.33 of the Insolvency Rules 1986 (“the Rules”).

Form 2,178 (Notice of Administrators’ Proposals) is attached at Appendix L together with a
notice of the creditors’ meeting {attached at Appendix G) to be held on the morning of
Monday 30™ October 2006 at the Thistle Hotel, Haydock, Penny Lane, Haydock WA11 9SG.
Forms of special and general proxy for use at the meeting are also appended to this report.

We anticipate that there will be funds realised in the Administration to enable a return to
unsecured creditors, however, the timing and quantum of any return cannot be predicted
with any degree of certainty at this time. This is discussed in Section 5 of this report.
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2.1

2.2

23

2.4

241

242

243

244

245

246

Company information and events leading to
Administration

The Company was incorporated and registered as a charity in December 1981, its principal
activity being the re-generation of derelict land and communities. The Company's statutory
information is attached at Appendix A.

The Company was controlled on a daily basis by the Executive Directors’, Michael Molyneux
and Helen Bush, although a number of board members were involved in the senior decision
making of the Company.

The Company owned 100% the shareholding in 8 company called GSH Commercial Limited,
whose sole purpose was to hold 50% of the shares of another company, called GWK EBS
Limited.

Business history

Councillor Tom Hargreaves, Chairman of the Board of Directors of the Company, has
provided the following brief history of the Company:;

“The Groundwork Trust Limited was the first of its kind set up in 1981 under the (then)
Environmental Secrefary, Michael Heseltine, as a charity devised to assist in the re-
generation of derelict land and communities in the areas of St Helens and Knowstey.”

“As the Company was a non-political organisation, it was possible fo work across area
boundaries to obfain support and funding, where as other similar organisations such as local
authorities might struggle.”

“Following the demise of British Coal in 1986, the Company acquired the ownership of the
Northside land local to St Helens (a disused colliery known as “Colliers Moss”} and cash
funds in the sum of £500,000 from The Coal Board. The transfer of the land took place
following restrictions being placed on the fand by St Helens MBC and the planning authority
and the inability of British Coal fo continue with the maintenance of the site. The Company
purchased the site with a view to restoring it to the requirements imposed by St Helens MBC
and the planning authority.”

“The Company also set up a scheme knowh as "green apprentices” which was a
mechanism used fo assist youngsters in obfaining full time jobs after their apprenticeships
had finished.”

"GWK EBS Limited (Joint Venture] was sef up as a profit making organisation fo assist the
Company, which as it is a non profit making organisation, was losing out on certain local

authority works.”

October 2006 Company information and events leading to Administration 2
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2.5

2.51

2.5.2

253

254

255

2586

257

258

259

2510

Business failure

The draft trading results prepared for the Company for the year ended 31 March 2008,

showed a loss of £226,000 for the year.

The Company concluded that the losses were due to an increase in staff levels of 5
employees and associated costs, together with unbudgeted temporary staff costs due to
unexpected maternity cover and sickness cover, investments in the Liverpool office and
importantly, a significant reduction of high value projects.

Coupled with the above, a number of high value projects failed to materialise, or materialised
at substantially lower levels than anticipated and although turnover was achieved at or
around budgeted levels, the profit in the work undertaken was very low.

The Company operated a defined benefit pension scheme which formed part of a muiti-
employer scheme administered by Merseyside Pension Fund under local government
pension scheme regulations.

The accounts to 31 March 2005 reported an estimated deficit on the Company’s Final Salary
Multi-employer Pension Scheme of approximately £500,000.

Before the directors approached PKF, they had monitored the Company’s position very
closely during the summer months and as a consequence recovery plans were considered
including a redundancy package. However work of a sufficient value failed to materialise
during these months to the point that the board of directors felt that the Company was
unlikely to trade out of it’s financial position.

The directors, therefore, approached us during August 2006 and instructed PKF to assist in
placing the Company into Administration.

We were duly appointed on 22 August 2006.

For the purposes of Paragraph 100 of Schedule B1 of the Act, the Administrators confirm
that they are authorised to carry out all functions, duties and powers by all of them, jointly
and severally.

Pursuant to Paragraph 3(1) of Schedule B1 of the Act, the Administrators are reguired to
perform their functions with the objective of:

a. rescuing the Company as a going concern, or

b. 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

Qctober 2006 Company information and events leading to Administration 3
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c. realising property in order to make a distribution to one or more secured or

preferential creditors.

2511 The strategy adopted by us with a view to achieving one or more of the objectives referred to
above is discussed in Section 3 of this report.

October 2006 Company information and events leading to Administration 4
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Administration strategy, trading on and sale of
assets

Administration strategy

Given the nature of the Company's trading activities and “not for profit status”, we considered
it highty unlikely that the Company would be sold as a going concern.

We considered, therefore, that we would be more likely to achieve one of the objectives
discussed above if the Company’s staff were retained in the short term in order to:

s Review the Company’s current and ongoing works to assess if there were any viable
projects to complete, or, which had the potential to be completed by another party in
order to:

a. protect the amounts due to the Company for complete and part compilete works,
and,

b. reduce the potential of counter claims arising from customers as a result of failure
to complete.

+ Update the Company's accounting records, which would assist in the book debt
collection process, as a number of contracts require specific documentation in order to

release payment.

* Maximise the period of consultation with certain of the Company's empioyees, the
consultation process having commenced prior to our appointment. In accordance with
the terms of their contracts of employment, the Company's 31 staff had been paid wages
and salaries for the month of August, prior to our appointment. The incurrence of labour

costs was not, therefore, an immediate concern.

Having reviewed the ongoing contracts in accordance with the above strategy, it became
apparent that given the nature of the Company’s trading activities, the types of funding it
required and its “not for profit® status, it was not viable or appropriate for the Company to
continue with any of its ongoing projects/contracts.

Three employees had handed in their notice prior to our appointment and were working their
notice period. Twenty two of the Company's twenty eight remaining staff were made
redundant on 30 August 2008. The last 6 staff were subsequently made redundant on
various dates, the last redundancies taking place on the 21 September 2006.

The disposal of the Company's trading premises and chattel assets is discussed in more

detail in Section 4 helow.
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4.2
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4.4.1

442

4.5
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Assets of the Company

Statement of affairs

A statement of the Company's affairs has been requested from the directors of the Company
but, to date, this has not been received. The directors have been granted an extension and
we anticipate that it will be available for the meeting of creditors to be held on 30 October
2006.

Freehold property at Shaw Street, St Helens (“Shaw Street”)
The Company mainly operated from freehold premises at 19-27 Shaw Street, St Helens.

Immediately following our appointment, Messrs Edward Symmons were instructed to
prepare a valuation of Shaw Street and subseqguently advised that they consider the property
should be marketed with an asking price of £210,000.

We have recently instructed Edward Symmons to prepare sale particulars and dispose of
Shaw Street. For the purposes of this report, we have assumed a realisable value in the
Administration of £210,000,

Freehold property known as Colliers Moss Common (“Colliers Moss”)

As discussed above in Section 2, the Company acqguired Colliers Moss with a view to

restoring and redeveloping the land.

Our agents’ and legal advisors are awaiting further details regarding the ownership and
restrictions of use at Colliers Moss, so that they may recommend a suitable disposal strategy
and estimate the realisable value, if any.

For the purposes of this report, we have assumed that no value is realisable in respect of
Colliers Moss.

Other trading premises

The Company operated from a number of smaller units under short terms leases and
licenses to occupy.

Edward Symmons have reviewed the occupancy of each property and advised that there are
no sums to be realised from re-assignment. All premises have, therefore, been vacated and

handed back to the respective landlords.
Furniture and office equipment

The Company had office furniture, gardening equipment and some motor vehicles at its
various trading premises at the date of our appointment.

October 2006 Assets of the Company 6
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4.5.2

4.6

461

4862

46.3

4.7

471

4.8

481

Edward Symmons have valued these assets collectively at £13,000 and were subseguently
instructed to dispose of them. For the purposes of this report, we have assumed a realisable
value in the Administration of £13,000.

Book debts

As discussed above, the Company has a number of part complete contracts/projects
outstanding at the date of our appointment.

it is our intention to employ the services of specialist debt collectors to recover the sums due
to the Company on a contingent/success fee basis.

£49,515 has been received from customers to date and, for the purposes of this report, we
have estimated that a further £75,000 will be realised.

Cash at bank

The Company's bank account, held with The National Westminster Bank Plc, was in credit at
the date of our appointment and the sum of £118,232 has been received in the
Administration.

VAT Refund

The Company's final pre administration vat return has been submitted and shows the sum of
approximately £5,000 as being due to the Company. For the purposes of this report, we
have assumed that HM Revenue & Customs will apply Crown set-off and this sum will not be
recovered in the Administration.

October 2006 Assets of the Company 7
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5.2
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5.3.1
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5.3.5

Liabilities of the Company

Prescribed part and secured creditors

Section 178A of the Act requires us o set aside a prescribed amount of the Company's “net
property” towards the satisfaction of unsecured debts. Net property is the amount of property
that would otherwise be available for satisfaction of holders of debentures secured by, or
holders of, any floating charge created by the Company after 15 September 2003.

No charges were regisiered against the Company at the date of our appointment. A
prescribed part calculation is therefore not required.

Preferential creditors
As discussed above, there were no wage arrears outstanding at the date of our appointment.

Holiday pay outstanding at the date of our appointment is estimated to amount to £15,000 in
respect of 21 employees. We anticipate that the preferential creditors of the Company will be
paid in full from the proceeds recovered in the Administration.

Unsecured creditors

The Company's estimated liabilities to unsecured creditors are as follows:

£

Trade and expense creditors 723,731
HM Revenue & Customs ~ PAYE and NIC Nil
Pension shortfaill 700,000
Redundancy 45,000
Pay in lieu of notice 65,000
Protective award 65,000

1,598,731

Attached at Appendix K is a list of the Company’s creditors pursuant to Rule 2.33(2) of the
Rules.

The gquantum of any return to unsecured creditors is firstly dependent upon the level of
realisations achieved from the Company's book debts.

Secondly, a return to unsecured creditors is dependent upon the quantum and timing of any
claims received in respect of the Company's pension shortfall, the claims of creditors who
lodged funds with the Company for future contracts and projects prior to our appointment,
and, any claims in respect of the protective award.

For the purposes of this report, we have included a claim in the sum of £700,000 in respect
of the pensions shortfall as advised by the Merseyside Pension Fund, the administrators of
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the Company's pension scheme. The value of any final claim submitied in respect of the
pension shortfall may be significantly different from this sum.

5.3.6 We have estimated that a claim in respect of the protective award may total £65,000 based
on the number of employees employed by the Company at the date of Administration.

537 The estimated outcome statement attached at Appendix C suggests that unsecured creditors
may receive an estimated return of approximately 18 pence in the pound. This amount
should be treated as indicative only.

October 2006 Liabilities of the Company 9




The Groundwork Trust Limited in Administration PKF

6.2

6.2.1

6.2.2

6.2.3

6.3

6.3.1

6.3.2

6.3.3

6.3.4

Receipts & payments, estimated outcome and
costs of Administration

Receipts and payments account

Attached at Appendix B is a receipts and payments account to 6 October 2006 showing a
balance in hand of £146,542.

Estimated outcome statement

- Attached at Appendix C is an estimated outcome statement for the Administration as a

whole.

This statement includes our estimates for costs applicable to the Administration and the final
predicted trading outcome.

We anticipate that there should be funds available to unsecured creditors but that the
quantum and timing of return will be highly dependant upon the level of book debts
realisations and the level of claims received from creditors. This is discussed in more detail
in Section 5 above.

Costs of Administration

Our pre appointment time costs to the date of Administration amount to £7,251 which
represents 38 hours at an average hourly rate of £191. No fees are anticipated to be drawn
in respect of these amounts and as such creditors approval is not sought.

Our post appointment time costs to 6 October 2006 amount to £49,278 which represents 353
hours at an average hourly rate of £140. These costs are analysed further at Appendix D. No
fees have yet been drawn in respect of these amounts and creditors approval for the basis of
our remuneration will be sought at the creditors meeting.

Attached at Appendix D is an analysis of the time costs incurred from the date of
Administration to 6 Qctober 2006. These amounts are derived by reference to PKF (UK)
LLP’s normal rates for time properly spent by us and our staff in attending 1o matters arising
in the Administration. Where members of staff have been employed on the Administration
they have been so based on their experience and abilities in dealing with a case of this
nature. Where appropriate, certain staff have dealt with a specific area of the Administration
due to their specialist skills in that area. We would advise that PKF (UK) LLP’s scale rates
increase from time to time over the period of the administration of each insolvency.

Attached at Appendix E is an extract from the Statement of Insolvency Practice 9, A
Creditors’ Guide to Administrators' fees, for your reference.

Qctober 2006 Receipts & payments, estimated outcome and costs of Administration 10
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6.3.5 We do not propose to charge internal disbursements to the Administration estaie.

October 2008 Receipis & payments, estimated outcome and costs of Administration 11
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7.1

7.2

7.3

7.4

7.4.1

742

Proposed exit route from Administration

Having identified that it was not appropriate or viable for the Company to complete or
continue to work on contracts in Administration, we consider that the Administration process
has realised property in order to make a distribution to the preferential creditors, who will be
paid in accordance with our comments above in Section 5.2,

It is unclear at this stage if our actions will lead to any direct improvement for unsecured
creditors. However, the preferential creditors will be paid in full and therefore we consider
that one of the three statutory objectives has been achieved.

As advised earlier in this report, due to the uncertainty surrounding the outcome for the
unsecured creditors of the Company, we propose four potential exit routes from
Administration, one of which will be actioned:;

* The Joint Administrators be empowered to place to the Company into creditors
voluntary liquidation, seeking the appointment as Liguidators of the Company.

* The Joint Administrators be empowered to submit proposals to the Company and
its creditors to place the Company into a company voluntary arrangement,
seeking the appoiniment as Supervisors of the Company, if they so desire.

» The Joint Administrators be empowered to apply to Court to bring the
Administration to an end and recommend that the Company be compulsorily
wound-up, seeking the appeointment as Liquidators of the Company, if they so
desire.

s In the event that on the anniversary of the Administration the outcome to
unsecured creditors of the Company remains unclear, but there is a genuine
possibility of the outcome being known for certain up to six months thereafier, the
Joint Administrators are empowered to extend the period of Administration for a

period not longer than six months following its one year anniversary.
Administrators discharge

It is standard practice for administrators to seek a discharge from liability for any action taken
by them during the course of an administration, following the termination of the
administration.

Granting our discharge does not prevent any creditor of the Company from applying to Court
{under Paragraph 75 of Schedule B1 to the Insolvency Act 1986) for permission to bring
proceedings against us if any such party believes that our conduct as Joint Administrators
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has breached our duties in relation to the Company or has otherwise made us guiity of
misfeasance.

7.4.3 We are not currently aware of any issue that may result in such an applicatioh to Court.

7.44 For the aveidance of doubt, granting us our discharge prior to the termination of the
Administration, does not discharge our liability, until the termination is effective.

7.4.5 A resolution seeking our discharge forms part of the Administrators’ Proposals, discussed in
more detail in Section 8.

October 2006 Proposed exit route from Administration 13
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8 The Administrators’ proposals and creditors’
meeting

8.1 In accordance with Paragraph 49 of Schedule B1 of the Act, we make the following
proposals to the creditors.

8.2 Approval of these proposals and other resolutions will be considered at a meeting of
creditors to be held on 30 October 2006. We propose:

l. That the Joint Administrators do all such things and generally exercise all of their
powers as administrators contained in Schedule 1 of the Insolvency Act 1986, as they in
their discretion consider desirable or expedient in order to achieve the purposes of the
Administration, to protect and preserve the assets of the Company or maximise the
realisation of those assets or for any purpose incidental to these proposals.

Il. That the Joint Administrators, at their sole discretion and at a time they see fit, are
empowered to either;

File the necessary returns at Court and with the Registrar of Companies to
place the Company into Creditors Voluntary Liguidation pursuant to
Paragraph 83 of Schedule B1 of the Insolvency Act 1986 and that lan James
Gould and Matthew David Gibson (the Joint Administrators) be appointed
Joint Liquidators, or any other person(s) be appointed Liguidator of the
Company in accordance with Paragraph 83(7) of the same, OR;

Make application to Court to end the Administration pursuant to Paragraph 79
of Schedule B1 of the Insolvency Act 1986, following which, the Joint
Administrators request that the Company be compulsorily wound-up and lan
James Gould and Matthew David Gibson (the Joint Administrators) may be
appeointed Joint Liquidators, if they so desire, OR;

Summon meetings of the Company and its creditors in accordance with
Section 3(2) of the Insolvency Act 1986 to consider a proposal to place the
Company into a company voluntary arrangement and that [an James Gould
and Matthew David Gibson (the Joint Administrators) be appointed Joint
Supervisors, if they so desire, OR;

File the necessary returns at Court and with the Registrar of Companies, or
make the necessary application to the Court to extend the period of the
Administration for a pericd not exceeding six months pursuant to Paragraph
76 of Scheduie B1 of the Insolvency Act 1886.

In the event that an extension of the Administration is sought under Proposal
li{iv) above, the Joint Administrators remain empowered to;

October 2006
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a. proceed with other actions under Proposal Il at the appropriate time
without further reference creditors, OR;

b. apply to Court to seek a further extension of the Administration in
accordance with Paragraph 76(2) of Schedule B1 of the inscivency Act
1986, OR,;

c. apply to the Court to seek directions.

tHl.  That the Joint Administrators shall be remunerated on a time cost basis by reference to
PKF {UK) LLP’s normal rates for the time spent by them and their staff in attending to
matters arising in the Administration.

V. That the Joint Administrators may take such action as they deem fit to disown, disclaim,
gift or transfer onerous property in which the Company has interest, or take such steps
to limit, curtail or end any obligations or liabilities incurred or to be incurred by the
Company in respect of such property at their sole discretion as and when they see fit.

V. That the Joint Administrators be discharged from liability in accordance with Paragraph
98 of Schedule B1 of the Insolvency Act 1986, 28 days after filing their final progress
report in the Administration.

Vi. That, if thought appropriate, a creditors’ committee be formed.

8.3 Attached at Appendix G is a notice of the meeting of creditors.

8.4 Attached at Appendix H is a form of general and special proxy to be used at the creditors
meeting. Attached at Appendix J is a proof of debt form, also for creditors’ submission.
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9 EU Regulation

8.1 The EC Regulation does apply to these proceedings as the registered office of the Company
at the date of Administration was situated at 19-27 Shaw Street, St Helens.

9.2 These proceedings are main proceedings as defined in Article 3 of the EC Regulations.

October 2006 EU Regulation 16
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10 Conclusions and recommendations

10.1 As discussed earlier in this report, we consider that there will be sufficient funds available to
enabte a distribution to unsecured creditors, but the timing and quantum of any return is not
yet clear.

10.2 Following receipt of the advice of our agents and legal advisors in respect of the disposal of
Colliers Maoss, we propose to exit the Administration using the most appropriate exit route as
per our proposals and at our sole discretion.

10.3 We therefore recommend that the creditors sanction the Administrators Proposals at the
forthcoming meeting of creditors on 30 October 2006.

10.4 Should any creditor require any additional information or have any queries, they should
contact Richard Tonks on 0121 808 3241.

lan Gould & Matthew Gibson
Joint Administrators
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Appendix A - Statutory information

October 20086

Appendix A - Statutory information 18




The Groundwork Trust Limited in Administration

PKF

Company Number

. Date of Incorporation
Trading Activities
Trading Address

Shareholders

Company Director(s)

Company Secretary(s)

Registered Office

Company’s Bankers

Registered Charges

Company’s Auditors

Statutory Information

01604493

16/12/1981

Re-generation of derelict land and communities

19-27 Shaw Street, St Helens, Merseyside, WA10 1DF

Groundwork UK
Knowsley MBC
Liverpool City Council
Sefton MBC

St Helens MBC

JP Edwérd Connor
Nigel Kirkwood
Clir Thomas Hargreaves

Professor Anthony Bradshaw

Clir Richard John Roberis
Geoffrey Herbert Slater
Robert Edward Roberts

Kevin W Pritchard

Appointed
23/07/2004
19/05/2003
Pre 31/03/1992
Pre 31/03/1992
11/12/1998
14/05/1997
01/07/2003

23/04/2002

Resigned

For the purposes of the Administration, this has been changed to New
Guild House, 45 Great Charles Street, Queensway, Birmingham B3 2LX.

The Company's bankers are the National Westminster Bank Plc,
Corporate Office, 1% Floor, 5 Ormskirk Street, St Helens, WA10 10T

None.

The Company's auditors are Livesey Spottiswood, 17 George Street, St

Helens, Merseyside, WA10 1DB

October 2006
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Appendix B - Receipts and payments

account
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The Groundwork Trust Limited

Joint Administrators' Abstract of Receipts & Payments

(In Administration)

Page [ of |

To 06/10/2006
SofAf £ £
ASSET REALISATIONS
Furniture & Equipment 275.00
Book Debts 49,515.00
Cash at Bank 118,231.52
168,021.52
COST OF REALISATIONS
Wages & Salaries 13,867.89
General office expenses 19.55
Security/ Burglar Alarm 44.65
Telephone Telex & Fax 308.58
Stationery & Postage 36.81
Motor & Travel 60.95
Storage Costs 6,309.20
Other Property Expenses 832.00
(21,479.63)
146,541,89
REPRESENTED BY
VAT Receivable 1,338.43
Bank 1 - Current 145,251.58
VAT Payable (48.11)
Pension Contributions (0.01)
146,541.89

09 October 2006 15:05
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Appendix C - Estimated outcome

statement
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Estimated outcome statement

Unencumbered assets
Freehold property - Shaw Street
Freehold property - Colliers Moss
Furniture and equipment
Book debts
Cash at bank
VAT reclaim

Costs of administration and realisation
Administrative wages/salaries
Office holders' fees
Legal fees and disbursements
Agents/Valuers fees and disbursements
Insurance
Storage costs and clearence of site
Other sundry costs

Amounts available to preferential creditors

Preferential creditors
Holiday pay arrears

Amounts available to unsecured creditors

Estimated Unsecured creditors
Trade and expense
HM Revenue & Customs - PAYE and NIC
Pension Fund shortfall
Redundancy
Lieu of notice
Protective award

Estimated (shortfall) as regards unsecured creditors

Estimated refurn to unsecured creditors (p in the £)

06 Oct 06

Realised/ Estimated Estimated
(Paid) fututre final
to date movements outcome
£ £ £
- 210,000 210,000
275 12,725 13,000
49 515 75,000 124,515
118,232 - 118,232
168,022 297.725 465,747
13,868 - 13,868
- 80,000 80,000
- 15,000 15,000
- 10,000 10,000
- 15,000 15,000
6,309 3,691 10,000
1,303 3,697 5,000
21,480 127,388 148,868
146,542 170,337 316,879
- 15,000 15,000
- 15,000 15,000
146,542 155,337 301,879
723,731
700,000
45,000
65,000
65,000
(1,598,731)

{1,296,852)

18.88

NB. This estimated outcome statement excludes the costs of distribution and the costs of any

subsequent insolvency proceedings.
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Time & Charge Out Rate Summary

Rate (£)

Hours

Classification of | Partner Directot/ Administrator | Assistants & Total Time Cost Average
work function Manager Support Staff £ hourly rate (£)
Administration 8.00 56.63 83.20 6.01 153.84| 22,806.52 148.25
and planning
Investigations 0.00 2.25 2.00 1.00 5.25 674.50 128.48
Realisation 1.25 29.73 43.00 0.00 73.98| 10,963.26 148.19
of assets

|Trading 2.50 6.75 6.65 3.25 19.15] 2,935.30 153.28
Creditors 1.75 10.85 87.65 0.25 100.50] 11,898.70 118.40
Other 1 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Other 2 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total Hours 13.50 106.21 222.50 10.51 352.72
Total Fees 3888.00 1776852  27,045.80 575.96| 49,278.28
Incurred (£)
Average hourly | »gg g9 167.30 121.55 54.80 139.71
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1.1

A CREDITORS’ GUIDE TO ADMINISTRATORS’ FEES
Where Petition Presented or Appointment Made On or After 15 September 2003
ENGLAND AND WALES

introduction

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 level of costs, and in particular the remuneration of the
insolvency practitioner appointed to act as administrator. The insolvency legislation
recognises this interest by providing mechanisms for creditors to determine the basis of the
administrator's fees. This guide is intended to help creditors be aware of their rights under
the legislation to approve and monitor fees and explains the basis on which fees are fixed.

The nature of administration

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

o rescuing the company as a going concern, or

o achieving a better result for the credifors as a whoie than would be likely if the company
were wound up without first being in administration, or, if the administrator thinks neither
of these objectives is reasonably practicabie

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

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

Fixing the administrator’'s fees

The basis for fixing the administrator's remuneration is set out in Rule 2.106 of the
Insolvency Rules 1986, which states that it shall be fixed either:

o as a percentage of the value of the property which the administrator has to dea! with, or

o by reference to the time properly given by the administrator and his staff in attending to
matters arising in the administration.

It is for the creditors’ committee (if there is one) to determine on which of these bases the
remuneration is to be fixed, and if it is fixed as a percentage fix the percentage o be applied.
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4.2

43

44

5.1
5.1.1

Rule 2.106 says that in arriving at its decision the committee shall have regard to the
foliowing matters:

o the complexity (or otherwise) of the case;

o any responsibility of an exceptional kind or degree which falls on the administrator;
o the effectiveness with which the administrator appears to be carrying out, or to have
o carried out, his duties;

o the value and nature of the property which the administrator has to deal with.

f there is no creditors’ committee, or the committee does not make the requisite
determination, the administrator's remuneration may be fixed by a resolution of a meeting of
creditors having regard to the same matters as the 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.

There are special rules about creditors’ resoclutions in cases where the administrator has
stated in his proposals that the company has insufficient property to enable a distribution to
be made to unsecured creditors except out of the reserved fund which may have to be set
aside out of floating charge assets.

In this case, if there is no creditors' committee, or the committee does not make the requisite
determination, the remuneration may be fixed by the approval of —

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

o preferential creditors whose debts amount to more than 50% of the preferential
debts of the company, disregarding debts of any creditor who does not respond
to an invitation to give or withhold approval, having regard to the same matters
as the committee would.

Note that there is no requirement to hold a creditors’ meeting in such cases unless a
meeting is requisitioned by creditors whose debts amount to at least 10 per cent of the total
debts of the company.

A resolution of creditors may be obtained by correspondence.
What information should be provided by the administrator?
When seeking fee approval

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

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

o the size and complexity of the case.
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512

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

Where the administrator seeks agreement to his fees during the course of the 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 to the commitiee or
the creditors the time spent and the charge-out value in the particular case, together with,
where appropriate, such additional information as may reasonably be required having regard
to the size and complexity of the case.

The additional information should comprise a sufficient explanation of what the administrator
has achieved and how it was achieved to enable the value of the exercise to be assessed
{whilst recognising that the administrator must fulfil certain statutory obligations that might be
seen to bring no added value for creditors) and to establish that the time has been properly
spent on the case. That assessment will need to be made having regard to the time spent
and the rates at which that time was charged, bearing in mind the factors set out in
paragraph 4.1 above. To enable this assessment to be carried out it may be necessary for
the administrator to provide an analysis of the time spent on the case by type of activity and
grade of staff. The degree of detail will depend on the circumstances of the case, 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 activity as a basis
for the analysis of time spent;

o Administration and planning

o Investigations

o Realisation of assets

o Trading

o Creditors

o Any other case-specific matters
The following categories are suggested as a basis for analysis by grade of staff:
o Partner

o Manager

o QOther senior professionals

o 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, inciuding the anticipated
return to creditors. To the extent applicabie it should also explain:

o Any significant aspects of the case, particularly those that affect the amount of time
spent,

o The reasons for subsequent changes in straiegy.
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5.2
5.2.1

5.3
5.3.1

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

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

o Any existing agreement about fees,

o 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 shouid be
proportionate to the size and complexity of the case. In smaller cases not zll categories of
activity will always be relevant, whilst further analysis may be necessary in larger cases.

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 wouid normally be
undertaken directly by an administrator or his staff.

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 work which has been sub-
contracted out,

Expenses and disbursements

There is no statutory requirement for the commitiee 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
aliocated 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
responsible for approving his remuneration. Such expenses must be directly incurred on the
case and subject to a reasonable method of calculation and allocation.

What if a creditor is dissatisfied?

If a creditor believes that the administrator'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
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8.1

8.2

orders otherwise, the costs must be paid by the applicant and not as an expense of the
administration.

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 fo appear or be represented on the application. If there is no
committee, the administrator's notice of his application must be sent fo 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’ committee, the creditors or
the court.

Provision of information — additional requirements

In any case where the administrator is appointed on or after 1 April 2005 he must provide
certain information about time spent on a case, free of charge, upon request by any creditor,
director or shareholder of the company.

The information which must be provided is —

o the total number of hours spent on the case by the administrator or staff assigned to the
case;

o for each grade of staff, the average hourly rate at which they are charged ouf;
o the number of hours spent by each grade of staff in the relevant period.

The period for which the information must be provided is the period from appointment to the
end of the most recent period of six months reckoned from the date of the administrator's
appointment, or where he has vacated office, the date that he vacated office. The
information must be provided within 28 days of receipt of the request by the administratar,
and requests must be made within two years from vacation of office.

SIP 9 VERSION 4 - AUGUST 2005
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SCHEDULE CF OUR CHARGE-OUT RATES

The table detailed below sets out the charge-out rates utilised by PKF (UK) LLP for charging staff

time.

Partner £288 per hour

Director £216 per hour

Senior Manager £204 per hour

Manager £162 per hour

Supervisor £132 per hour i
Administrator £80 - £96 per hour

Assistants and Support Staff £46 - E67 per hour

It should be noted that the above rates increase from time to time over the period of the administration
of each insolvency case. These rates apply from 1 November 2005.

October 2006 Appendix F - A schedule of our charge out rates 33

| ]




The Groundwork Trust Limited in Administration PKF

Appendix G - Notice of meeting of

creditors

QOctober 2006

Appendix G - Notice of meeting of creditors 34




Rule 2.35

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

(b) Insert full name and
address of registered office

of the company

(c) Insert details of place of
meeting

(d) Insert date and time of
Meeting

* Delete as applicable

* Delete as applicable

Form 2.20B
Notice of a meeting of creditors
Name of Company Company number
The Groundwork Trust Limited 01604493
In the Court case humber
High Court of Justice, Chancery Division,
Birmingham District Registry 4924 of 2006

Notice is hereby given by (a) Ian James Gould and Matthew David Gibson of PKF (UK) LLP
New Guild House 45 Great Charles Sireet Queensway Birmingham B3 21X

that a meeting of the creditors of (b)The Groundwork Trust Limited New Guild House 45 Great
Charles Street Queensway Birmingham B3 2LX

is to be held at (c) the Thistle Hotel Haydock, Penny Lane, Haydock, WA11 9SG

on (d} 30 October 2006 at 1030 hours
The meeting is:

* (1) an initial creditors’ meeting under paragraph 51 of Schedule Bl to the Insolvency Act
1986 (“the Schedule™);

1 invite you to attend the above meeting.

A proxy is enclosed which should be completed and returned to me by the date of the meeting if
you cannot attend and wish to be represented. '

In order 1o be entitled to vote under Rule 2.38 at the meeting you must give to me, not later than
iness day before the day fixed for the meeting, details in writing of your

Gould - Joint Administrator
Dated 13 October 2006

A copy of the *proposals /-revised-propesals have been sent to all known creditors.
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Rule 8.1

Please insert name of
person {who must be 18 or
over) or the Chairman of
the Meeting. If you wish to
provide for alternative
proxy holders in the
circumstances that your
first choice is unabie 1o
attend please state the
name(s) of the alternatives
as well

Piease delete words in
brackets if the proxy holder
is only to vote as directed
i.e. he has no discretion

*Please delete as
appropriate

Insolvency Act 1986 Form 8.2
Proxy (Administration)

) PAGE
The Groundwork Trust Limited 10f2

Name of Creditor

Address

Name of Proxy Holder

1

2

3

| appoint the above person to be myfthe creditor's proxy holder at the meeting of
creditors to be held on 30 October 2006, or at any adjournment of that meeting. The
proxy holder is to propose or vote as instructed below {and in respect of any resolution
for which no specific instruction is given, may vote or abstain at his/her discretion).

Voting Instructions for resolutions

1.

For the acceptance/rejection* that the Joint Administrators to do all such things and
generally exercise all their powers as Joint Administrators contained in Schedule 1
of the Insclvency Act 1986, as they in their discretion consider desirable or
expedient in order to achieve the purposes of the Administration to protect and
preserve the assets of the Company or maximise the realisation of those assets or
for any purpose incidental to these proposais.

For the acceptance/rejection* that the Joint Administrators at their sole discretion
and at any time they see fit, are empowered to either:

2.1.

22

2.3

24.

File the necessary returns at Court and with the Registrar of Companies to
place the Company into Creditors Voluntary Liquidation pursuant to Paragraph
83 of Schedule B1 of the Insolvency Act 1986 and that lan James Gould and
Matthew David Gibson (the Joint Administrators) be appointed Joint
Liquidators, or

(insert name of licensed IP)
be appointed Liguidator of the Company in accordance with Paragraph 83(7)
of the same, OR;

Make application to Court t¢ end the Administration pursuant to Paragraph 79
of Schedule B1 of the Insolvency Act 1988, following which, the Joint
Administrators reguest that the Company be compulsorily wound-up and lan
James Gould and Matthew David Gibson (the Joint Administrators}) may be
appointed Joint Liquidators, if they so desire, OR;

Summon meetings of the Company and its creditors in accordance with
Section3(2) of the Insolvency Act 1986 to consider a proposal to piace the
Company into a company voluntary arrangement and that lan James Gould
and Matthew David Gibson (the Joint Administrators) be appointed Joint
Supervisors, if they so desire, OR;

File the necessary returns at Court and with the Registrar of Companies, or
make the necessary application to Court to extend the period of Administration
for a period not exceeding six months pursuant to Paragraph 76 of Schedule
B1 of the Insolvency Act 1888,

{CONTINUED OVERLEAF)




Rule 8.1 Insolvency Act 1986 Form 8.2

Proxy (Administration)

o PAGE
The Groundwork Trust Limited 2of 2

*Please delet : . . .
anpropriate Voting Instructions for resolutions (continued)

2.3. In the event that an extension of the Administration is sought under Proposal
2.4 above, the Joint Administrators remain empowered to:

a. proceed with other actions under Proposal 2 at the appropriate time without
further reference to creditors, OR;

b. apply to Court to seek a further extension of the Administration in
accordance with Paragraph 76(2) of Schedule B1 of the Insolvency Act
1986, OR,;

c. apply to Court to seek directions.

3. For the acceptance/rejection* that the Joint Administrators shall be remunerated on
a time costs basis by reference to PKF (UK) LLP's normal rates for the time spent
by them and their staff in attending to matters arising in the Administration.

4. For the acceptance/rejection* that the Joint Adminisirators may take such action as
they deem fit to disown, disclaim, gift or transfer any onerous property in which the
Company has interest, or take such steps to limit, curtail or end any obligations or
liabilities incurred to be incurred by the Company in respect of such property at their
sole discretion as and when they see fit.

5. For the acceptance/rejection® that the Joint Administrators be discharged from
liakility in accordance with Paragraph 98 of Schedule B1 of the Insolvency Act 1286,
28 days after filing their final progress report in the Administration.

6. For the appointment of

Representing

As a member of the creditors’ committee.

This form must be signed Signature Date

Name in CAPITAL LETTERS

Only to be completed if the  Position with creditor or relationship to creditor or other authority for signature
creditor has not signed in

person
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Proof of Debt — General Form

The Groundwork Trust Limited
in Administration

Date of Administration — 22 August 2006

1 Name of creditor
(If a company please also give company
registration number).

2 Address of creditor for correspondence.

3 Total amount of claim, including any Value
Added Tax and outstanding uncapitalised
interest as at the date the company went into
liguidation.

4 Details of any documents by reference to which
the debt can be substantiated. (Note: There is no
need to attach them now but the liquidator may
call for any document ar evidence to substantiate
the claim at his discretion as may the chairman
or convenor of any meeting).

5 If amount in 3 above includes outstanding £
uncapitalised interest please state amount.

6 Particulars of how and when debt incurred
(If you need more space append a continuation
sheet to this form).

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

8 Particulars of any reservation of titte claimed in
respect of goods supplied to which the claim
relates.
9 Signature of creditor or person authorised to act on his behalf

Name in BLOCK LETTERS

Pasition with or in relation to creditor

Address of person signing (if different from 2 above)
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The Groundwork Trust Limited in Administration

PKF

Appendix L - Notice of our Proposals

October 2006
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Rule 2.33

(a) Insert full name(s)
and address{es) of
administrator(s)

* Delete as applicable

(b) Insert date

Contact Details:

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

do, it will help Companies House to
contact you if there is a query on the form.

The contact information that you give will

be visible to searchers of the public
record.

Form 2.178B
The Insolvency Act 1986
Statement of administrator’s proposals 2.17B
Name of Company Company number
The Groundwork Trust Limited 01604493
In the Court case number
High Court of Justice, Chancery Division,
Birmingham District Registry 4924 of 2006

We (a) lan James Gould and Matthew David Gibson of PKF (UK) LLP New Guild House 45
Great Charles Street Queensway Birmingham B3 21X

attach a copy of *my-/ our proposals in respect of the administration of the above company.

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

{b) 13 October 2006
Iyi

Ian GHuld - Joint Administrator

Dated 13 October 2006

Companies House receipt date barcode

Richard Tonks

PKF (UK) LLP

New Guild House

45 Great Charles Street
Queensway
Birmingham B3 2LX

Tel 0121212 222

DX Number DX Exchange

When you have completed and signed this form please send it to the Registrar of Companies at:

Companies House, Crown Way, Cardiff, CF14 3UZ DX33050¢ Cardiff




