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The following abbreviations are used in this report:
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Joint Administrators
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Regulations 2006
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H M Revenue and Customs
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All Leisure Holidays Limited

C P Dempster and F L Taylor

Bank of Scotland plc

International Convention for the Safety of Life at Sea
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Introduction, background and circumstances giving
rise to the appointment

Introduction

At 4 pm on 8 April 2009 the Company entered administration and C P Dempsterand F L
Taylor were appointed to act as Joint Administrators. This document, including its
appendices, constitutes the Joint Administrators’ statement of proposals to creditors pursuant
to paragraph 49 of Schedule B1 to the Insolvency Act 1986 and Ruie 2.33 of the Insolvency
Rules 1986.

Certain statutory information relating to the Company and the appointment of the Joint
Administrators is provided at Appendix A.

Background

The Company was incorporated in 1988 and had become known for offering luxury cruises
around the Western Isles of Scotland aboard its flagship, the Hebridean Princess (“the
Princess”), and further afield on the Hebridean Spirit (“the Spirit") which cruised international
waters. Both ships were owned by the Company's parent company, Leisure and Marine
Holdings Limited.

The crganisation chart below depicts the group structure of the business.

Hebridean international Cruises Limited and Leisure and Marine Holdings Limied entered
administration on 8 April 2009 while Hebrdiean Cruises plc entered administration on 24 April
2009.

Both IML Heldings Limited and The Small Cruise Ship Company Limited are considered to be
dormant entities.

Hebridean Cruises
ple

" IML Holdings

Limited

Leisure and Marine
Hoidings Limited
I

)
[ Hebridean Intemational ] " The Small Cruise Ship

Cruises Limited

Company Limited

The recent financial results of Hebridean International Cruises Limited can be summarised as
follows:

Type Gross Gross Directors’ Net Profit Accumulated
Period Year or Audited/ Turnover Profit Profit Remuneration after Tax Reserves
Period Ended  Draft £000 £000 % £000 £000 £000
30 November Draft 18,786 1,992 10.6 Not available (345) 4,896
2008
30 November Audited 16,752 3,173 18.9 103 971 5,241
2007 .
30 November Audited 14,590 3,010 206 97 782 4,270
2006
30 November Audited 13,637 3,650 26.8 217 1,378 3,488
2005

We are currently not aware of any transactions between the Company and connected parties
in the two years prior to the Company entering administration. However, the Joint
Administrators are required to submit a report to the Department for Business Enterprise and
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Regulatory Reform regarding the conduct of the directors of the Company. Should we
discover such transactions during the course of our investigations then these shall be
investigated fully.

Circumstances Giving Rise to the Appointment of the Administrators

During the course of the 2008 season, the trading performance of the Spirit prompted the
board of directors to review the future of this half of the business. In late 2008, the directors
took the decision to seek a purchaser for the Spirit either on a going concern basis or as a
stand alone asset. The directors considered that the best offer was received from an
individual who wished to convert the ship for use as a private yacht. The sale was
announced in March 2008 and customers of the Spirit were advised that future cruises would
no longer be taking place.

Although the directors sought the approval of secured creditors to dispose of the Spirit, they
did not reach agreement regarding the cngoing funding arrangements for the remaining
business. The sale of the Spirit was completed on 7 April 2009 and, in the absence of an
agreement on future funding, the Bank issued demands on the Company’s ultimate parent
company, Hebridean Cruises plc, for the amounts which remained outstanding to them
following the sale. As guarantor for the lending, the Company also received a notice of
demand.

The board of directors held a meeting on 8 April 2009 and resclved to request that the Bank
appoint administrators to the Company and to its parent company, Leisure and Marine
Holdings Limited ("LMH").

Ernst & Young 2
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Purpose, conduct and end of administration

Purpose of the Administration

The purpose of an administration is to achieve one of three objectives:
a. To rescue the company as a going concern

b. To achieve 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)

c. Torealise property in order to make a distribution to one or more secured or
preferential creditors

Insolvency legislation provides that objective (a) should be pursued unless it is not
reasonably practicable to do so or if objective (b) would achieve a better result for the
company's creditors as a whole. Objective (c) may only be pursued if it is not reasonably
practicable to achieve either objective (a) or (b} and can be pursued without unnecessarily
harming the interests of the creditors of the company as a whole.

We did not consider that objective (a) was achievable as a result of the significant levels of
debt of the Company. In particular, the Company had received c£5m of advance payments
from customers for cruises on the Princess. In the event that the Company was rescued as a
going concern, these advance payments would have to be honoured therefore any potential
purchaser would be faced with a significant shortfall in revenue. Consequently, we did not
believe that this was a viable option.

Objective (b} is being pursued, however due to the substantial debt owed to the secured
creditors it is unlikely that the ordinary unsecured creditors will receive a distribution other
than by virtue of the prescribed part, if applicable.

In any case, we consider that the pursuit of objective (c) would not harm the interests of the
creditors of the Company as a whole. As a result of our administration strategy, outlined
below, we were able to secure a transfer of the majority of employees to the new purchaser
under TUPE thus reducing the level of preferential creditors. As regards the ordinary
unsecured creditors of the Company, the level of secured debt was considerably in excess of
the value of the Company’s assets therefore there is no prospect of a recovery for this class
of creditors.

Conduct of the Administration
Trading

As previously advised, the Joint Administrators were appointed at 4 pm on 8 April 2009. The
Princess was due to dock at Oban the following morning and depart on a new cruise later
that same day. In order to continue to run the scheduled cruise, the Joint Administrators
would have to provide guarantees to settle a significant quantum of payments including
ongoing crew and employee wages, fuel, harbour charges, food and drink and insurance
{(which terminated as a result of our appointment). As a practical matter we would also have
to pay arrears of wages for the crew in order to ensure their co-operation.

Neither the Joint Administrators nor the Company had any means of funding these
commitments.

Due to a lack of funding, the Joint Administrators had to consider the immediate canceliation
of all future cruises (including the departure on 9 April 2009) and to proceed with storing the
ship at harbour. Due to the risk that a large number of creditors may have attempted to arrest
the ship, the Joint Administrators would have had to relocate the Princess from Oban to a
neutral harbour in England. It was envisaged that the vessel would be sold by a formal
auction process which could have taken considerable time to complete. During this period,
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the business would have ceased to trade immediately, all employees (both on the vessel and
at head office} would have been made redundant and all future cruises canceiled.

However, on the day of our appointment, we were approached by a trade buyer who had
been in discussions with the Company's directors in the period leading up to our appointment.
They demonstrated a detailed knowledge of the Princess and the current business and were
therefore in a position to complete a purchase within a short timeframe thereby preserving
the Princess brand. The potential purchaser agreed to make an immediate non-refundable
payment to the administrators to fund the business for a 2 week period, including the cruises
of the Princess due for departure on 9 April 2009 and 16 April 2009, in return for a 2 week
exclusivity period to negotiate a sale of the business and its assets.

The administrators were of the opinion that this proposal would lead to a better outcome for
creditors than cancelling the cruises, which would have damaged the brand and therefore the
value of the business and its assets, and selling the vessel at auction.

The Company was already in redundancy consultations with a number of employees aligned
to the Spirit business. Following our appointment, we reviewed the roles of all employees
and made a total of 10 people redundant in order to reflect the closure of the Spirit business.

In order to protect the value of the business, we continued to take booking enquiries during
the trading period although we did not accept any customer deposits.

Sale of the Business and or Assets

On 22 April 2009 the Joint Administrators completed a sale of the business and assets of the
Company and LMH to All Leisure Holidays Limited (*“ALHL") for a total consideration of
£1.36m.

The price paid reflects two significant issues.

Firstly, as stated previously, approximately £5m of advance payments had been received by
the Company from customers in respect of future Princess cruises. These funds were not
kept in a separate account and were applied against the Company's borrowings. As a result,
any purchaser wishing to run the remainder of the 2009 Princess cruise programme and the
2010 programme with the existing custorners would have been faced with a significant
shortfall in revenue. Effectively, this has eroded the value of the goodwill of the business.

Secondly, the Princess requires a significant overhaul this winter to remove asbestos in order
to maintain its certifications as a SOLAS compliant cruise liner. Management estimates the
cost of this to be in the region of £600,000.

Further information regarding the transaction is given below.

As detailed above, the Joint Administrators believed that entering into an exclusivity period
with the purchaser immediately following their appointment represented the best method of
preserving value for the creditors of the Company. During the exclusivity period, the Joint
Administrators continued to note the interests of a number of interested parties in the event
that a sale could not be completed with ALHL.

Prior to concluding the sale to ALHL, we assessed the alternative outcome for creditors.
Given that all cruises would have been cancelled, we would have been selling assets on a
break up basis.

The Joint Administrators were provided with a copy of a valuation of the Princess carried out
on behalf of the Bank by a reputable shipbroker in January 2009. This valuation, on the basis
of a sale of the vessel as a stand alone asset, was $2m - $2.5m {c£1.4m - c£1.7m).

However, it should be noted that the valuation of the Princess was carried out without
inspection of the ship or its classification records. The valuation was also based on the
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assumption that the ship was SOLAS 2010 compliant. Consequently, the costs which would
need to be incurred for removing the asbestos (estimated at £600k) were not taken into
consideration. Additionally, we estimate that the costs of transferring the vessel to another
port, arresting it and selling it through a formal auction process would be at least £200k. A
realistic estimate as to what could be expected in a sale on a break up basis is therefore

c£600k ~ c£900k.

Consuitations were held with the Bank who holds a mortgage in relation to the Princess and a
debenture over the remaining assets of the Company and LMH before the offer was
accepted. The key suppliers which were being used during the exclusivity period and the
employees of the Company were kept informed of the progress of our negotiations with

ALHL, albeit on a confidential basis.

We also instructed Thainstone Specialist Auctions to value the assets (excluding the -

Princess) of the Company and LMH.

The assets sold comprise the following:

Description of asset Valuation and basis of valuation Purchase consideraticn {£)

Princess vessel £600k — £900k stand alone — “willing 924,996
seller/willing buyer” adjusted as
detailed above.

Stock £6,478 at cost 30,000

Plant and equipment £66,070 going concern basis 45,000
£22 560 forced sale basis

Intellectual property nfa 1

Goodwill n/a 1

Contracts nfa 1

Customer records n/a 1

The transaction was completed as a sale of the business and assets of the Company and
LMH. The consideration of £1m has been paid in full. A further £300k was provided as a
non-refundable payment on 9 April 2009 to enable the Company to continue to trade whilst
negotiations took place with ALHL. On 21 April 2009, a further £60k was provided for further

costs of trading the business.

The sale proceeds shall been apportioned in accordance with the provisions of the fixed and
floating charges. Due to some complexities in this particular case, the Joint Administrators
are currently awaiting the outcome of a legal review of the relevant security documentation to

ensure that the sale proceeds are appertioned correctly.

As far as the Joint Administrators are aware, none of the directors of the Company or LMH

have given any personal guarantees in respect of the Company’s debts.

Asset Realisations

The Company owns 4 cars, with a book value of £31,729, which were not included in the sale

to ALHL. Itis intended that these cars will be sold at auction shortly.

There are also a number of prepayments which the Company has made for services not
provided, such as insurance policies which terminated on appointment. The Joint
Administrators are endeavouring to have these amounts refunded where possible.

The VAT return for the period up to the appointment of the Joint Administrators has been
submitted showing a repayment of £48,392 due to the Company. We have yet to receive

confirmation that HMRC will settle this amount without offset.
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Customer deposits
Hebridean Spirit

In March 2009, the directors of the Company notified customers of the Spirit that this vessel
was to be sold to an undisclosed buyer. The directors informed these customers that they
would refund their deposits once the sale of the vessel had been completed.

However, as stated previously, the funds received from the sale of the Spirit were applied to
settle some of the Company's secured debt. Consequently, the Company is no longer in a
financial position to refund customer deposits in respect of the Spirit.

Customers may be aware that the terms and conditions contained in the Company'’s cruise
brochures state that one of the key provisions of The Package Travel Holidays and Package
Tours Regulations 1992 (“the Regulations”), under Regulations 17 to 21, 'is that
arrangements must be made to secure monies paid in advance by a passenger’. The
Regulations provide that such arrangements can take a number of forms including bonding,
insurance or monies in trust.

In accordance with Regulation 16(2) of the Regulations, packages which are covered by the
ATOL licence do not require arrangements under Reguiations 17 to 21 to be in place due to
the nature of the protection provided by ATOL. ATOL protection covers the whole cost of
holiday packages with a flight element {i.e. not oniy the flight itself). Hebridean Spirit cruises
with a flight element are considered to be within the protection of the ATOL.

The Joint Administrators have advised all customers who remitted funds to the Company
prior to the administration in respect of a Spirit cruise that they should contact ATOL to initiate
a claim for their cancelled cruise. ATOL can be contacted directly on 020 7453 6350 between
9am to S5pm Monday to Friday or, alternatively, on their website at www.caa.co.uk

Hebridean Princess

Following the safe to ALHL, we understand that the purchaser has made a commercial
decision to cantinue the current cruise programme of the Hebridean Princess, under the
name of Hebridean Island Cruises. As the operation of the cruises is now being undertaken
by ALHL, customers have been requested to confirm to the purchaser that they wish to
continue the cruise under the new operation.

Customers of the Princess should note that, as detailed above, the Company no longer held
any funds in respect of customer deposits for bookings made with HICL on the Hebridean
Princess prior to the Administration of the Company. Customers will therefore be required to
claim their initial booking from the Company's financial failure insurance provider,
International Passenger Protection Limited ("IPP"). Customers should contact IPP directly on
+44 (0)20 8776 3752 to register their claim or visit their website at www.ipplondon.co.uk.
This insurance is considered to be an appropriate policy in terms of the Regulations.

The Company scld seme Princess cruise packages which included a flight element. Those
customers who remitted funds in respect of a booking on the Princess before the
Administration of the Company which included a flight element within their booking should
contact ATOL directly on 020 7453 6350 between 9am tc Spm Meonday to Friday or visit the
website at www.caa.co.uk in order to register their claim.

All Customers

All customers of the Company should also check their travel insurance policy as it may
provide cover for a cancellation. The type of cover provided will vary according to the type of
policy taken out. Your policy may cover the compiete or partial cost of the original booking
purchased.

If you paid by credit card, you may also be protected by Section 75 of the Consumer Credit
Act 1974. You should check with your credit card provider for further-advice.
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Initial Meeting of Creditors

The Joint Administrators are of the opinion that the Company has insufficient property to
enable a distribution to be made to unsecured creditors other than by virtue of the prescribed
part and consequently, in accordance with the provisions of paragraph 52(1) of Schedule B1
to the Act, they do not intend to call an initial ¢reditors’ meeting.

The Joint Administrators will be obliged to call an initial meeting of creditors if it is requested

by creditors of the Company whose debts amount to at least 10% of the totat debts of the
Company. The request must be made within 12 days of the date on which these proposals
are sent out (or such longer period as the court may allow) and must be in the prescribed
form. The creditor summoning the meeting must lodge with the Joint Administrators a deposit .
as security for the expenses of summoning and holding the meeting. Further information is
provided in the covering letter accompanying these proposals.

Future Conduct of the Administration

The Joint Administrators intend to proceed as detailed above in order to realise the remaining
assets of the Company.

In terms of the Company Directors Disqualification Act 1986, the Joint Administrators are
required to prepare a report on those individuals who have been directors or shadow
directors of the Company in the three year period prior to our appointment. If any creditors
are aware of any matter which they believe should be brought to our attention, then they
should write to us giving appropriate details.

The End of the Administration
CVL

Should there be property available which might permit a distribution to the unsecured
creditors at the end of the Administration, it is proposed that the Company will move straight
into Creditors’ Voluntary Liquidation upon the filing with the registrar of companies of a notice
pursuant to paragraph 83 of Schedule B1 to the Insolvency Act 1986. [t is proposed that the
Liquidators will be C P Dempster and F L Taylor of Ernst & Young LLP. In accordance with
paragraph 83(7) of Schedule B1 to the Insolvency Act 1986 and Rule 2.117(3) of the
Insolvency Rules 1986, creditors may nominate a different person as the propesed liquidator,
provided that the nomination is made after the receipt of these proposals and before the
proposals are approved. It should be noted in this regard that a person must be authorised to
act as an insolvency practitioner in order to be appointed as liquidator.

DISSOLUTION

Should there be no property which might permit a distribution to the unsecured creditors at
the end of the Administration, it is proposed that the Joint Administrators will send a notice to
that effect to the Registrar of Companies. On registration of the notice the Joint
Administrators’ appointment will come to an end. In accordance with the provisions of
paragraph 84(6) of Schedule B1 to the Insolvency Act 1986 the Company will be deemed to
be dissolved three months after the registration of the notice.
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Statement of affairs

A Statement of Affairs as at 8 April 2009 has been submitted and signed by one of the
directors. We are currently awaiting statements of concurrence from the other directors. A
summary is attached at Appendix B. We would stress that this summary has been prepared
by the directors and not the Joint Administrators. A number of creditor claims have yet to be
quantified and may be higher than indicated. Additionally, the values are shown before
applicable costs of realisation.

We provide below, for information, an indication of the current position with regard to
creditors’ claims. The figures have been compiled by Company management and have not
been subject to independent review or statutory audit.

Secured Creditors

According to the Directors’ Statement of Affairs, at 8 April 2009, Hebridean Cruises pl¢, the
Company's ultimate parent company, had debts of £1,691,350 owing to Bank of Scotland plc.
The Company cross guaranteed this debt and this is secured by way of a mortgage over the
Princess and a debenture including a fixed and floating charge over the assets of the
Company.

Stonefieid Castle Group Limited is owed £2m by Hebridean Cruises plc. The Company cross
guaranteed this debt and this is secured by a second ranking floating charge over the assets
of the Company.

Preferential Creditors

We currently estimate preferential creditors of £7,908 in respect of claims for employees’
salaries, hofiday pay and pension contributions. This was reduced considerably from the
date of our appointment as the majority of employees were retained and transferred to All
Leisure Holidays Limited under TUPE.

Ordinary unsecured Creditors
These creditor claims continue to be submitted. It is estimated that total ordinary unsecured

claims will be in the region of £12m, although this figure includes c£9.2m of customer
deposits which should mostly be recoverable from ATOL or IPP,
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Prescribed part

The prescribed part is a proportion of floating charge assets set aside for unsecured creditors
pursuant to section 176A of the Insolvency Act 1986. The prescribed part applies to floating
charges created on or after 15 September 2003,

As previously mentioned, the proceeds from the realisation of the Company's assets shall be
apportioned in accordance with the provisions of the fixed and floating charges. Due to some
complexities in this particular case, the Joint Administrators are currently awaiting the
outcome of a legal review of the relevant security documentation to ensure that the sale
proceeds are appeortioned correctly.

Therefore, the Joint Administrators currently estimate, to the best of their knowledge and
belief, that

» the value of the prescribed part is nil, and
» the value of the Company's net property is nil.

At present we are of the opinion that, should there be a prescribed part following the review
of the Company’s securities, it is likely to be of nominal value. In addition, the adjudication of
the potentially high volume of creditors’ claims is likely to be more costly than the value of the
prescribed part itself. Consequently the Joint Administrators are likely to make an application
to the court, under section 176A(5) of the Insclvency Act 1986 for an order not to distribute
the prescribed part on the grounds that the cost of making a distribution to unsecured
creditors would be disproportionate to the benefits.
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Administrators' remuneration and dishursements and
payments to other professionals |

Remuneration

The statutory provisions relating to remuneration are set out in Rute 2.106 of the Insolvency

Rules 1986. Further information is given in the Association of Business Recovery i
Professionals’ publication ‘A Creditors’ Guide to Administrators’ Fees’, a copy of which may
be accessed from the web site of the Insolvency Practitioners Association at
hitp.//www.insolvency-practitioners.org.uk (follow ‘Regulation and Guidance’ then ‘Creditors’
Guides to Fees’), or is available in hard copy upon written request to the Joint Administrators.

As the Joint Administrators have made a statement under paragraph 52(1)(b) of schedule B1
of the Insolvency Act 1986, their remuneration and Category 2 disbursements will be agreed
with the secured creditors and the preferential creditors in accordance with the provisions of
Rule 2.1086(5A) of the Insolvency Rules 1986. The Joint Administrators propose that their
remuneration be fixed on the basis of time properly given by them and their staff in dealing
with matters arising in the Administration. Attached at Appendix C is a table of the current
charge out rates for each grade of staff, as required by the Asscciation of Business Recovery
Professionals’ Statement of Insolvency Practice No. 9.

Disbursements

Appendix C also includes a statement of the Joint Administrators’ policy for charging
disbursements. In the event that a Creditors’ Committee is not formed, the Joint
Administrators propose they be permitted to charge disbursements in accordance with the
charging policy set out in Appendix C.

Payments to other professionals

The Joint Administrators have engaged the following other professionals to assist them.
They were chosen on the basis of their experience in similar assignments.

Name of firm Nature of service How contracted to be paid
Dundas & Wilson LLP Legal advice Tender provided in advance
Thainstone Specialist Auctions Valuation Tender provided in advance |

Details of the fees paid to date are included in the receipts and payments account attached at
Appendix D,
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Other matters

Administrators’ receipts and payments

A summary of the Administrators’ receipts and payments for the period from 8 April 2009 to
28 May 2009 is attached at Appendix D. '
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Appendix A  Statutory information

Company Information

Company Name:
Registered Office Addrass:

Registered Number:
Trading Name(s}.

Trading Address(es):

Hebridean International Cruises Limited

1 Bridgewater Place
Water Lane

Leeds

L5111 5QR

02229087

Hebridean Island Cruises Limited
Bidsure Limited

Kintail House
Carleton New Road
Skipton

North Yorkshire
BD23 2DE

Details of the Administrators and of their appointment

Administrators:
Date of Appointment:
By Whom Appointed:

Court Reference:

C P Dempster and F L Taylor

8 April 2009

The appointment was made by Bank of Scotland pic

High Court of Justice, Chancery Division 13001/2009

Any of the functions to be performed or powers exercisable by the administrators may be
exercised jointly and severally.

Statement concerning the EC regulation

The E£C Council Regulation on Insolvency Proceedings does apply to this administration and
the proceedings are main proceedings. This means that this Administration is conducted
according to UK insolvency legislation and is not governed by the insolvency law of any other
European Union Member State.

Share Capital
Class Authorised Issued & Fully paid
Number £ Number l £
Ordinary 200,000 200,000 200,000 { 200,000
Directors and secretary and their shareholdings
Director or Current
Name Secretary Date Appointed Shareholding
Nigel David Cressey | Secretary 12 July 2004 Nil
Nigel David Cressey | Director 19 May 2004 Nil
John William Brown | Director 22 November 2007 Nil
Peter Angus Ross Director 7 August 2002 Nil

Ernst & Young 12




appencix B Directors Statement of Aifars

Appendix B  Directors' statement of affairs

Hebrldean international Cruises Limited
Summary Statement of Affairs as at 8 April 2009

A - Summary of Assets
Assets

Assets subject to fixed charge:

Hebridean Princess fittings

Office equipment

Vehicles

Stocks on Board - Beverage

Stocks on Board - Food

Stocks on Board - Fuel

Stocks on Board - Retail stocks

Debtors - Insurance premiums repayable

Debtors - VAT reclaimable

Cash on Board

Office Petty Cash

Bank balances

Intercompany debtor cwed by {ML Holdings Limited
intercompany debtor owed by Hebridean Cruises plc

Less due to Fixed Charge holders
Deficit to fixed charge holder

Assets subject to floating charge:

Uncharged assets:

Estimated total assets available for preferential creditors
{iabilities

Preferential creditors:-

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 floating 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 (excluding any shortfali to floating charge
holders)

Estimated deficiency/surplus as regards non-preferential creditors
{excluding any shortfall to floating charge holders}
Shortfall to floating charge holders (brought down)

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

Estimated total deficiency/surplus as regards members
Nota:

The Directors have not carried down the deficit to the floating charge holder therefore
the true deficiency as regards members is £15,306,565

Book Value Estimated to
(£) Realise (£)
92,493 0
24 602 1,720
31,729 33,000
14,736 17.721
0 6,479
18,962 18,962
8,319 0
83,760 83,760
48,392 48,392
2,762 2,762
2,912 2,912
368,058 368,058
238,750 0
12,387,645 0
(1,691,350) (1,691,350)
11,629,770 (4,107,584}
0 0
0 0
0
(26,734)
(26,734)
0
(3,107,584)
(3,107,584)
0
0

(11,998,981)
(11,998,981)
{11,998,981)

(200,000)
(12,198,981)
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Appendix C Sialement on Agrmimistrators Remuneration Puisuant to Statement 31 Insolvency Prachice No 3

Appendix C  Statement of administrators' charging
policy for remuneration and
disbursements pursuant to Statement
of Insolvency Practice No. 9

Charging and disbursement policy
Administrator's charging policy for remuneration -

The Administrators have engaged managers and other staff to work on the Administration.
The work required is delegated to the most appropriate level of staff taking account of the
nature of the work and the individual's experience. Additional assistance is provided by
accounting and treasury executives dealing with the ceompany's bank accounts and statutory
compliance diaries. Work carried out by all staff is subject to the overall supervision of the
Administrators.

All time spent by staff working directly on case-related matters is charged to a time code
established for the case. Each member of staff has a specific hourly rate, which is subject to
change aver time. The current hourly rate for each category of staff over the period is shown
below.

Level Current rate
Partner 495
Director 405
Assistant Director 350
Senior Executuve 275
Executive 200
Acct Co-ordinator a5
Assistant Exec 155
Analyst (year 3) 120
Analyst (year 2) 100
Cashier 100
Analyst (year 1) 85
Admin 100

Administrators’ charging policy for disbursements
Statement of Insolvency Practice No. 9 divides disbursements into two categories.

Category 1 disbursements are defined as specific expenditure relating to the administration of
the insclvent's affairs and referable to payment to an independent third party. Such
disbursements can be paid from the insolvent's assets without approval from the Creditors'
Committee or the general body of creditors. In line with Statement of Insolvency Practice No.
9, it is our policy to disclose Category 1 disbursements drawn but not to seek approval for
their payment. We are prepared to provide such additional information as may reasonably be
required to support the disbursements drawn.

Category 2 disbursements are charges made by the office holder's firm that include elements
of shared or overhead costs. Staternent of Insolvency Practice No. 9 provides that such
disbursements are subject to approval as if they were remuneration.

It is our policy, in line with the Statement, 1o seek approval for Category 2 disbursements
before they are drawn. To date, no Category 2 expenses have been incurred.

Emst & Young 14




Estimated to

Realise as per

Directors’
Statement of

Affairs

£

1,720

43,162.00

373,732

aAppendic D Administrators’ Receints and Payments Account for the Pened from 8 Apni 2009 to 28 Iav 2009

Appendix D Administrators’ receipts and payments

account for the period from 8 April

2009 to 28 May 2009

RECEIPTS

Funding

Plant & equipment
Stock

Intellectual property
Cash on appointment
Debtors

Bank interest

PAYMENTS

Loss on trading account
Postage & carriage
Bank charges
Auctioneers’ fees

Specific bond

Balance

Represented by:
Interest bearing current account
Inter company Hebridean Cruises plc

Inter company Leisure and Marine Holdings
Limited

Note

£
360,000.00
45,000.00
30,000.00
4.00
32,806.90
3,360.00

3712

471,208.02

369,641.60
1.10
125.00
4,757.00
158.00
374,682.70

96,525.32

85,888.33
8,706.42

24.00

Ernst & Young 15



Appendix D Administralars Receipis and Payments Account far the Peron ftam B Apru 2009 to "3 Thay [ CIG

Estimated to
Realise as per

Directors’
Statement of
Affairs
Net VAT receivable
TRADING ACCOUNT
Receipts

Cruise upgrade

Payments

Payroll costs

Cruise consumables

Cruise funding requirements
Hire of equipment

Coach hire

Fuel & Oil

Telephone

Property rental

Harbour fees

Staff salaries and expenses

Vessel operational management fee

Loss on trading account

Note

3,047.98

3,047.98

133.33
17,873.88
7,250.00
1,140.00
1,410.00
9,741.48 .
1,468.49
824.65
4,580.24
259,647.15
68,620.36

372,689.58

369,641.60

Note

1,906.57

96,525.32

Emst & Young 18




apgendi D Admunisirators Recents and Payments Account for the Panod from 8 Ann! Z80% 10 23 May J008

Notes
1.  Receipts and payments are stated net of VAT,

2. The stock and work in progress that existed at the date of our appointment has been
consumed in the process of trading or returned to suppliers under claims for retention of
title.

3. The proceeds from the sale of the business and assets of the Company and LMH have
been apportioned in accordance with the ownership of the assets. £924,996 of the sale
proceeds has been recognised in the receipts and payments account for LMH, as
owner of the Princess vessel.

4. £46,835.37 of the staff costs represents a payment made under duress for the
continued support of the employee management company, without which we would
have been unable to sail the vessel.

5. £68,620.35 of the ship management fee represents a payment made under duress for
the continued support of the ship management company, without which we would have
been unable to sail the vessel.

Ernst & Young 17
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