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i’IERNST& YOUNG & Rolls House & Phone: 020 7951 2000

7 Rolls Buildings Telex: 885234
Fetter Lane Fax: 020 7951 4001
London EC4A INH CDE & LDE Box 241

Web site: http/Avww.eyuk.com

STRICTLY PRIVATE AND CONFIDENTIAL

TO ALL KNOWN CREDITORS 12 June 2000

FL3/MNIT/ATW/AJRW/L0O503/43

PROFESSIONAL ASSET MANAGEMENT LIMITED (“The Company”)
({IN ADMINISTRATIVE RECEIVERSHIP)
(formerly HambroFraserSmith Limited - name changed 29 March 2000)

REPORT TO THE CREDITORS PURSUANT TO SECTION 48 OF THE INSOLVENCY
ACT 1986

i Introduction

Alan Robert Bloom and 1 were appointed as Joint Administrative Receivers of the
above Company on 30 March 2000. I have compiled this report to creditors in
accordance with Section 48 of the Insolvency Act 1986. Please note the change of
name from HambroFraserSmith Limited to Professional Asset Management Limited
was effected on 29 March 2000.

(S}

Statutory information
[ attach Appendix [ which provides statutory information for the Company.
3 History of the Company

The Company was incorporated in 1986 to provide professional and financial advisory
services 1o clients introduced by other professional firms such as Sohcitors and
Accountants.

The company was acquired in October 1997 by its then management and a process of
expansion commenced coupled with a concentration on building long term recurring
income and fees. In December 1998 and April 1999 investments in the company
were made by Rupert Hambro and certain associates and related Companies. In
consideration for their investment, Rupert Hambro & Partners took up positions on the
Board of Directors.

Minor acquisitions were made (Byas Mosley in June 1999) but the expected large
scale acquisitions did not materialise.

& The United Kingdom firm of Ernst & Young is a member of
Ernst & Young International. It is authorised by The Institute of
Chartered Accountants in England and Wales to carry on
investment business. A list of partners’ names is available for
inspection at Becket House, 1 Lambeth Palace Road,

Lendon SE1 7EU, the partnership’s principal place of business.
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Recent financial accounts

Consolidated trading figures as reported in the most recent statutory accounts,
including the draft results for the year ended 31 December 1999, are summarised
below:

Draft y/e /e Ve vie

31 Dec 99 31 Dec98 31 Dec97 3] Dec 96

£°000 £°000 £°000 £°000

Turnover 3,245 2,784 2,390 2,438
Operating profit/(loss) (652) (244) (89)
Interest payable 44 18 9
Profit/(loss) on ordinary (2,052) {696) (262) (98)

activities before taxation

Events leading up to the appointment of the Joint Administrative Receivers

The Company was experiencing mounting financial difficulties throughout 1999,
partly due to poor trading results and also due to the contingent liabilities in respect of
the SIB Pensions Review. As this financial situation was not improving, it was agreed
by the Board at the end of September 1999 to seek a purchaser for the business. Over
the following 6 months, several potential purchasers were identified and approached
and negotiations with a number of them commenced. Towry Law plc emerged as the
most likely purchaser and in February and March 2000 1t conducted extensive due
diligence. Negotiations reached a standstill as a result of the iability to cap the
liabilities under the SIB Pensions Review.

Sale of the business

With the assistance of the Company’s management and its advisors, negotiations
recommenced and a sale of the business and certain assets of the Company was
formulated with Towry Law plc in the days leading up to the receivership. Due to
Personal Investment Authority (P1A) requirements, it was necessary to hive down the
business and assets of the Company to a subsidiary, Fraser Smith Limited (originally
known as Professional Asset Management Lunited). The Company and its subsidiary
both had changes of name registered at Companies House on 29 March 2000.
Immediately on the receivership of the company on 30 March 2000, the shares in
Fraser Smith Limited were sold to Towry Law plc for £1 million. The new company,
Fraser Smith Limited, has since changed its name to Towry Law Fraser Smith
Limited.
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0.1

0.2

Conduct of the receivership

Sale of the business

As detailed in section 5.2 above, the sale of the business and assets of the Company
was achieved on 30 March 2000. The liabilities of the Company, including any
contingent labilities under the SIB Pension Review, remain with the Company in
receivership to be dealt with by any subsequent liquidator. As a condition of the sale,
the Company, in receivership, was contracted to pay the March employee salaries.

Pre-Receivership Book Pebts

The book and other debts of the Company as at 30 March 2000 were excluded from
the sale of assets to Towry Law plc. As part of the agreement with the purchaser it has
been agreed that Towry Law Fraser Smith Limited will collect the book debts and
account to the Receivers for any receipts within 28 days. The book value of all these
debts 1s approximately £900,000 although on review by our staff we have estimated
that only £400,000 will be collectable.

Included in the above total are amounts in respect of prepayments and sundry debts.
[n accordance with the Agreement with Towry Law ple, the value in prepayments as at
30 March 2000 will be reimbursed to the Company. Prepayments consist of rents and
lcasing charges paid in advance and also various deposits.

Further value was added by identifying during pre appointment investigations the
existence of ‘Pipeline’ debtors. These related to commissions on policies which had
been submutted to insurers for approval and acceptance. Until such time as the
insurers approve the policies the commissions are not taken into book debts. The
value of “Pipeline’ at 30 March 2000 was approximately £290,000. As this was not
included in the work in progress or debtors it was agreed to share the Pipeline as at 30
March 2000 on a 50:50 basis with Towry Law plc.

Amounts due to secured creditor

At the date of our appointment, £414,724 was due to Lloyds TSB Bank Plc under a
lixed and floating charge over the assets of the Company. [ anticipate being in a
position to repay the Bank’s indebtedness in full.
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8 Statutory Statement of Affairs

[ enclose a copy of the Directors’ Statement of Affairs at Appendix II as required to be
furnished to me pursuant to Section 47 of the Insolvency Act 1986.

9 Preferentizal creditors

The following are estimated amounts due to the preferential creditors:-

£
Inland Revenue - PAYE/NIC 236,517.67
HM Customs & Excise - VAT 16,323.21
252,840.88

Whilst the above amounts have yet to be agreed, at this stage, [ anticipate making a
dividend of 100p in the £ to preferential creditors.

10 Unsecured creditors

There is likely to be a dividend to unsecured creditors in the subsequent hiquidation of
the company. The amount of any potential dividend to unsecured creditors is
currently unclear pending resolution of various outstanding issues and cost provisions.

11 Receipts and payments

[ sct out as Appendix IIl a summary of the Joint Administrative Receivers’ receipts
and payments as at the date of this report. It should be noted that this does not take
into account the accrued habilities or ultimate costs of the receivership.
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12 Meeting of creditors

Enclosed with this report is the notice of a meeting of creditors to be held in
accordance with Section 48(2) of the Insolvency Act 1986, together with a proxy
Form. At the meeting, this report will be presented to the creditors who are present,
who will be able to vote for the appointment of a creditors’ committee should one be
desired. If you wish to attend or be represented at the meeting, please ensure that the
Proxy Form 1s completed correctly and returned to me at the above address.

Yours faithfully
for Professional Asset Management Limited

NN

Andrew J R Wollaston
Joint Administrative Receiver




Appendix 1

PROFESSIONAL ASSET MANAGEMENT LIMITED
(IN ADMINISTRATIVE RECEIVERSHIP)

Statutorv Information

Company no:
Date of Incorporation:

Previous names:

Directors:

Company Sccretary:

Registered office:

Nature of Business:

Issucd Share Capital:

02057961
24 September 1986

HambroFraserSmith Limited (until 29 March 2000)

Fraser Smith Limited (until 10 June 1999)

Fraser Smith Group Limited (until 8 December 1997)

F & R Financial Services Limited (until 14 April 1993)
Fraser Keen Financial Services Limited (until 2 August 1988)

Andrew Smith
Andrew Judt
Bernard Holcroft
Michael Hepher
David Aspinall
Tim Parsons

Peter Southgate

43 Pall Mall
London
SWIY 5IG

Professional Services and Financial Advisors

2,547,273 ordinary £1 shares




Rule 3.4 Form 3.2

Statement of Affairs

Statement as to the Affairs of Professional Asset Management Limited (Formerly
HambroFraserSmith Limited)

On the 30 March 2000 the date of the Joint Administrative Receivers Appointment

Affidavit
This Affidavit must be sworn or affirmed before a Solicitor or Commissioner of Oaths
when you have completed the rest of this form.

L Al Sane smdn 4 24 The Ridgley,
Cofhon Wy, ENC AR

sy 1 — 5925

Swear that the several pages attached marked are to the best of my
knowledge and belief a full, true and complete statement as to the affairs of the
above named company as at 30 March 2000 the date of the appointment of the Joint
Administrative Receivers and that the said company carried on business as a
Financial Services Company.

Sworn at Male & Wagland Solicitiors, 4 Bamet Road, Potters Bar, Herts
Date 3 May 2000
Signature MARK C JONES LLB

MALE & WAGLAND—

0 . 4 BARNET ROAD
Before me v POTTERS BAR
HERTEQRDSHIRE EN6 2QT

A Solicitor or Com issionerﬁf QOaths

The Solicitor or Commissioner is particularly requested, before swearing the
affidavit, to make sure that the full nime, address and description of the
Deponent are stated, and to initial any crossings-out or other alterations in the
printed form. A deficiency in the affidavit in any of the above respects will mean
that it is refused by the court, and will necessitate its being re-sworn.




?

A-Summary of Assets

ASSETS

Assets specifically pledged:-

Assets not specifically pledged:-
Tangible fixed assets

intangible fixed assets

Investments

Trade debtors

Stock and Work in progress

Other debtors

Prepayments and accrued income

Amounts due from subsidiaries and associated companies
Cash at bank and in hand

Goodwill arising on subsequent sale of trade (including amount received
for contracts with fund management groups)

Bank overdraft

Estimated total assets availabie for preferential creditors

Signature Date

Book Estimated to
Value Realise
£ £
94,783 80,000
7,473 -
7,111 111
604,186 604,186
43,560 75,000
36,154 36,154
148,857 148,857
51,060 51,080
219 219
845,000 845,000
(403,636) (403,636)
1,434,767 1,436,951

A3> X




A1- Summary of Liabilities

Estimated
to realise
£
Estimated total assets available for preferential
creditors {carried from Page A) 1,436,951
Liabilities
Preferential creditors:- £
H M Customs & Excise (VAT) 16,323
inland Revenue (PAYE & NIC) 333,861
Employees - Arrears of wages and holiday pay 137,274
487,458
Estimated surplus regards preferential creditors 949,493
Debts secured by a floating charge:- £
For bank account details see above -
Estimated surplus of assets available 949,493
for non-preferential creditors
Non-preferential claims:- £
Trade, expense and other creditors (See schedules) 320,458
Accruals 60,747
Hire purchase creditors (transferred on sale of trade) -
Pensions Review liability (see note 1 below) 382,340
Note 1
Provision has been made in full for liabilities where these are quantifiabie.
No provision has been made for compensation cases where the liabilities
cannot be reliably quantified,
763.545
Estimated surplus as regards creditors 185,948
issued and called up capital:- £
Parent company subordinated loan 920,000
Share capital 2,547,273
3,467273
Estimated total deficiency as regards members (3,281,325}
Signature




Professional Asset Management Limited
(in Administrative Receivership)

Joint Administrative Receivers' Receipts

PREPARED AT: 12 JUNE 2000

Appendix 111

and Payments Account

Receipts Fixed Floating Total
£000 £000 £000
Sale of the Business
Goodwill 600,000 600,000
Stamp Duty Refund 5,000 5,000
Work in Progress 75,000 75,000
Contracts 245,000 245,000
Office Equipment 80,000 80,000
Investments 110 110
Cash at Bank on appointment 11,945 11,945
Book Debts 322,842 322,842
Refunds & Sundries 91,810 333 92,143
Deposit Interest 991 829 1,820
VAT 1,460 1,460
1,022,214 413,106 1,435,320
Payments
Employees salaries and PAYE/NIC 123,158 82,083 205,241
Stamp Duty 37,608 37,608
Legal & Professional 34,198 34,198
Receivers' remuneration 58,714 58,714
Receivers' disbursements 102
Distribution to Secured Creditor 300,000 300,000
Refunds & Sundries 2,696 2,696
Bank Charges 40 40
VAT 16,256 16,256
570,076 84,779 654,856
Balance of funds in hand 452,137 328,327 780,464
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Form 3.2

Statement of Affairs

Statement as to the Affairs of Professional Asset Management Limited (Formerly
HambroFraserSmith Limited)

On the 30 March 2000 the date of the Joint Administrative Receivers Appointment

Affidavit
This Affidavit must be swormn or affirmed before a Solicitor or Commissioner of Oaths
when you have completed the rest of this form.

L At Jane sadn % 24 The &I&ammﬁ,
(%‘ub ,\hﬁv, e AR

asy 1 - (5925

Swear that the several pages attached marked are to the best of my
knowledge and belief a full, true and complete statement as to the affairs of the
above named company as at 30 March 2000 the date of the appointment of the Joint
Administrative Receivers and that the said company carried on business as a
Financial Services Company.

Sworn at Male & Wagland Solicitiors, 4 Barnet Road, Potters Bar, Herts

Date 3 May 2000

Signature \ MARK C JONES LLB
f—————MALE & WAGLAND—

4 BARNET ROAD

POTTERS BAR
. 6 2QT
issionerdf Qaths

The Solicitor or Commissioner is particularly
affidavit, to make sure that the full n

Before me

A Solicitor or Com

Fequested, before swearing the
me, address and description of the

Deponent are stated, and to initial any crossings-out or other alterations in the
printed form. A deficiency in the affidavit in any of the above respects will mean
that it is refused by the court, and will necessitate its being re-sworn.
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A-Summary of Assets

ASSETS

Assets specifically pledged:-

Assets not specifically piedged:-
Tangible fixed assets

Intangible fixed assets

Investments

Trade debtors

Stock and Work in progress

Other debtors

Prepayments and accrued income

Amounts due from subsidiaries and associated companies
Cash at bank and in hand

Goodwill arising on subsequent sale of trade (including amount received
for contracts with fund management groups)

Bank overdraft

Estimated total assets available for preferential creditors

Signature Pate

Book Estimated to
Value Realise
£ £
94,783 80,600
7,472 -
7111 111
604,186 604,186
43,560 75,000
36,154 36,154
148,857 148,857
51,060 51,080
219 219
845,000 845,000 |
(403,636) {403,636)
1,434,767 1,436,951
AT X



A1- Summary of Liabilities

Estimated total assets available for preferential
creditors (carried from Page A)
Liabilities
Preferential creditors:-
H M Customs & Excise (VAT)
Inland Revenue (PAYE & NIC)
Employees - Arrears of wages and holiday pay

Estimated surplus regards preferential creditors
Debts secured by a floating charge:-
For bank account details see above

Estimated surpius of assets available
for non-preferential creditors

Non-preferential claims:-

Trade, expense and other credifors (see schedules)
Accruals

Hire purchase creditors (transferred on saie of trade)
Pensions Review liability (se¢ note 1 below)

Noie 1

Provision has been made in full for liabilities where these are quantifiable,
No provision has been made for compensation cases where the abilities

cannot be reliably quantified.

Estimated surplus as regards creditors

Issued and called up capital:-
Parent company subordinated loan
Share capital

Estimated total deficiency as regards members

Estimated
to realise
£
1,436,951
£
16,323
333,861
137,274
487,458
949,483
£
949,493
£
320,458
60,747
382,340
763,545
185,948
£
920,000
2,547.273
3,487,273
{(3,281,325)

Signature

Sy
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