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Jeffrey Mark Brenner
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London NW7 3SA

020 8906 7730

DX Number BX Exchange

When you have completed and signed this form, please send it to the
Registrar of Companies at:-
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B&C Associates

Our ref FC/PW/4367/6 Licensed Insolvency Practitioners
Your ref: Trafalgar House
Grenville Place
Date: 28 June 2006 Mill Hill
London NW7 35A
Tel: 020 8906 7730
Fax: 020 8906 7731
www.bcassociates.uk.com

TO ALL CREDITORS

PRIVATE & CONFIDENTIAL
Dear Sir(s)
VANGUARD PLC - IN ADMINISTRATION

I refer to my appointment as Joint Administrator of the above company on 5 May 2006. 1
enclose herewith the following documentation:

1. Statement of Joint Administrators Proposals pursuant to Paragraph 51 of Schedule B1
to the Insolvency Act 1986.

2. Proof of Debt Form

3. A Creditors Guide to Administrator’s Fees

1 do not intend to convene an initial creditors meeting but I would draw creditors’ attention to
Section 10 of the statement of the Joint Administrator’s proposals.

Should you require any further information, please do not hesitate to contact this office.

Yours faithfully
For and on behalf of
Vanguard PLC

Q o
-

FILIPPA CONNOR
JOINT ADMINISTRATOR

Enc.

Partners: Filippa Connor MIPA MABRP  Jeffrey Brenner MIPA MABRP
Licensed by the Inselvency Practitioners Association

Partners acting as administrators or administrative receivers do so as agents of the company without personal liability




STATEMENT OF JOINT ADMINISTRATOR’S PROPOSALS PURSUANT TO
PARAGRAPH 49 OF SCHEDULE B1 TO THE INSOLVENCY ACT 1986

VANGUARD PLC
(IN ADMINISTRATION)

28 JUNE 2006

B & C Associates
Trafalgar House
Grenville Place
Mill Hill
London
NW7 3SA

Tel: 020 8906 7730
Fax: 020 8906 7731
Ref: FC/PW/4367/6
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Vanguard PLC (In Administration)
Statement of Joint Administrator’s Proposals

1. INTRODUCTION

This 1s my report as Joint Administrator to the creditors of Vanguard PLC (‘the Company’)
and it incorporates my proposals. This report contains the information requlred by Rule 2.33
of the Insolvency Rules 1986, as follows:-

(a)
(b)
(c)

(d)
(c)

()
(2
(h)

®
)

(k)

M
(m)

()

(0)

The proceedings are in the High Court of Justice no 3142 of 2006;
The details of the Company are attached with the statutory information at (3);

My appointment as Joint Administrator was made on 5 May 2006 on the
application of the debenture holder Gemcorp Aureole;

Statutory information is attached at (3) below;

The circumstances giving rise to the appointment of the Joint Administrators are
described in (2) below;

An estimated statement of affairs s attached to this report;
No order limiting disclosure of the statement of affairs has been made;

The names and addresses of the creditors are appended to the estimated statement
of affairs;

An estimated statement of affairs is attached to this report;

It is proposed that the Joint Administrators remuneration be fixed as set out in (10)
below;

To the best of my knowledge and belief, the value of the reserved fund for
unsecured creditors is £69,204 and the value of the company’s net property is
£376,902. Therefore 1 do not intend to make any application to Court under the
provisions of Section 176A of the Insolvency Act 1986;

How the purposes of the Administration will be achieved are set out below;

A meeting of creditors has not been convened for the reasons set out in (10)
below;

The management of the Company’s affairs since the date of the Joint
Administrators appointment is described in (7) below. The way in which the
Administrator intends to continue to manage and finance the Company’s affairs
are described below;

The application of EC Regulation No 1346/2000 is set out in (11) below;

2 EVENTS LEADING UP TO THE ADMINISTRATION

The Company was incorporated on 19 June 1992 and was originally set up by John Alan
Sutherland and Richard John Whitley. The Company originally traded under the style
Vinylmill Limited changing to Vanguard Communications PLC on 10 March 1993 and then
to its present style on 6 April 2001.

Since 2000 the Company has traded from leasehold premises situated at Vanguard
Technology Park, Ffordd Derwen, Rhyl, Clwyd LL18 2LS. The premises comprised 30,000
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square feet built on a 3.5 acre site. The premises were occupied under the terms of a 20 year
lease at an annual rent of £100,000 plus VAT, Rent has been paid up to 31 July 2006.

The principal activities of the Company were as wholesale distributors, retailers and repairs
of mobile telephones and installation of telematic equipment. The Company composed of
three main divisions:

Mobile Solutions

These were delivered through several routes to market, Corporate/SME Sales, Dealer/Retail
and Consumer4. The Customer Support Team was engaged by Vodafone Connect for 12
months to handle their Technical Support Help Desk overflow.

Service Repair

The service centre dealt with individual end-user handset repair, medium volume batch repair
work for dealers/distributors and high volume refurbishment/repackaging services to network
operators.

Installation Solutions

The installation arm of the business installed and repaired vehicle based mobile telephone car
kits and various other communications and telematics devices.

In October 2002, Vanguard Holdings Limited acquired the Company. At this time the only
directors were Paul Crossman and John Alan Sutherland. Shortly after the acquisition Paul
Crossman resigned following which Paolo Fidanza and Andrew Fuller were appointed
directors. On 20 October 2003 Jack Bedesha was appointed on the board of directors.

During the next two years of trading, the Company invested a considerable amount in
sponsorship and hospitality which, it became apparent, did not generate the expected benefit
for the Company.

In 2003, the Company inadvertently became involved in a series of trade which resulted in
loss to HM Customs & Excise by way of fraud and as a result, HM Customs & Excise
withheld some £5m of reclaimed VAT. Eventually, it was shown that the Company had no
involvement in the fraud and some £3m was returned but this had a serious effect on the
Company’s cash flow and reputation.

In Mid 2004, the Company’s bankers Barclays Bank PLC withdrew its £1.5m overdraft
facility and demanded that the Company repay all its indebtedness. In order to comply with
the request of Barclays Bank PLC, a short term loan of £700,000 was provided to the
Company by Mr Alan Davey. The request was made by Mr David Chopra who was acting at
the time as a consultant to the Company. On 22 June 2004, at the request of Mr Davey, the
sum of £800,000 was paid to London Metropolitan PLC which represented the return of the
original loan of £700,000 plus the sum of £100,000 being a short term loan to Mr Davey. Mr
Davey then returned the sum of £100,000. As a result of Barclays Bank PLC demand, the
Company traded for a short pertod without a bank account. At this time a number of directors
resigned and were replaced.

The Company then started to reduce costs by some £2m per month and sales started to
increase. However, sales for the Christmas period 2004 were unexpectedly poor. The
Company was experiencing increased competition and it therefore attempted to increase
sales. The Company did start to see an improvement but as a result of previous problems
encountered, the Company continued to experience cash flow difficulties.
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On 12 April 2006, the Company received a letter from Solicitors acting for Mr Davey
demanding the repayment of £800,000. On 19 April 2006, the Company wrote to the
Solicitors acting for Mr Davey informing them that all sums had been repaid.

Despite the Company’s letter, on 24 April 2006, Mr Alan Davey who was claiming the sum
of £800,000 plus interest of £128,504 presented a petition for the Compulsory winding-up of
the Company. On 5 May 2006, Gemcorp Aureole being the floating charge holder of the
Company after discussions with the Company’s directors took the necessary steps to place
the Company into Administration and appointed Jeffrey Brenner and myself as Joint
Administrators. Prior to our appointment, negotiations took place with a third party with a
view to the business being sold. Following my appointment, these negotiations continued
together with other interested parties. On 18 May 2006, an agreement for the sale of the
business and certain assets for £80,000 were completed.

3 STATUTORY INFORMATION

Company Number - 02724392
Date of Incorporation 19 June 1992
Registered Office Trafalgar House, Grenville Place, Mill Hill, London NW7

3SA (Formerly Vanguard Technology Park, Ffordd
Derwen, Rhyl, Clwyd LL18 2LS)

Trading Address Vanguard Technology Park, Ffordd Derwen, Rhyl, Clwyd
LL18 2L.S.
Directors Steven Ikin (from 4/05/06 to date)

Michael McFarlane (from 5/12/05 to date)

Ian Heritage (from 25/03/04 to 4/05/06)

Jack Bedesha (from 20/10/03 to 11/12/03)

Kelvin Corry (from 8/02/00 to 30/09/02)

Paul Crossman (from 26/03/02 to 31/12/02)

Paolo Fidanza (from 7/02/03 to 25/03/04)

Andrew Fuller (from 20/02/03 to 23/02/04)

Anis Ghuman (from 27/01/05 to 22/08/05)

Howard Williamm Hughes (from 1/07/00 to 30/07/02)
Paul Maddocks (from 10/03/94 to 18/07/00)

John Alan Sutherland (from 7/08/92to 25/03/04)
Margaret Elize Sutherland (from 1/03/95t0 22/02/99)
Mohammad Idrees Tahir (from 19/08/05 to 13/12/05)
Richard John Whitley (from 7/08/92 to 1/03/95)
Nicholas Wiley (from 1/07/04 to 27/01/05)
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Neville Leslie Wilson (from 23/12/96 to 17/04/98)
Ian Wright (from 22/02/99 to 21/01/00)

Company Secretary Michael McFarlane ( from 5/12/05 to date)

Authorised Share Capital 64,998 ordinary shares of £1 each,
1 ordinary “a” shares of £1 each
1 ordinary “b” shares of £1 each

Issued Share Capital John Alan Sutherland, 55,564 ordinary shares of £1 each
John Alan Sutherland, 1 ordinary “a” share.

Registered Charges Gemcorp Aureole has a debenture which was created on 3
March 2006 and registered on 7 March 2006.

4 MY APPOINTMENT AS ADMINISTRATOR

As previously detailed, I together with Jeffrey Brenner was appointed Joint Administrator of
the Company on 5 May 2006 following the filing of my notice at the High Court of Justice.

The purpose of the Administration is to rescue the Company as a going concern or if that is
not possible to achieve a better result for the Company’s creditors than would be likely if the
Company were to be wound up or if that is not possible then the realisation of property in
order to make a distribution to the preferential and secured creditors.

In this instance it is anticipated that there will be the realisation of property in order to
discharge the preferential creditors in full and make a distribution to the secured creditor. In
this instance it is not expected that there will be a distribution to the unsecured creditors other
than by virtue of the prescribed part.

5 STATEMENT OF AFFAIRS

The estimated statement of affairs has been compiled from information provided by the
directors, a summary of which is attached to this report and I would comment as follows:

ASSETS:

I instructed Messrs James Owen & Co, an independent firm of valuers and agents to value the
assets of the Company.

Goodwill:
The goodwill of the Company which has a book value of nil was valued at £1,000.

Stock:

The stock which as at 5 May 2006 had a book value of £ 121,487 was valued on a break up
basis at £5,000. I would mention that the majority of the stock was obsolete.
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Book Debts:

As at the date of my appointment there were 145 debtors totalling £1,198,678. Provisions
have been made for known bad and doubtful debts totalling £848,948 leaving an estimated to
realise value of £349,730.

Sundry Debtor:

The sum of £2,350,000 represents monies injected into various linked enterprises. On present
information, the estimated to realise value is uncertain.

Cromwells Madhouse PLC - In Liquidation:

The sum of £715,427 represents sums loaned to Cromwells Madhouse PLC which is now in
liquidation and on present information, the estimated to realise value is uncertain.

Network Debtors:

The network debtors comprise commissions due to the Company which are subject to
potential claw back. The network debtors have a book value of £202,567 and have an
estimated realisable value as uncertain.

Cash at Bank:

The sum of £3,672 represents funds held in the Company’s bank account as at the date of my
appointment.

Other Debtors:

The sum of £24,000 represents the sum of £14,000 due from THH and Calypso in the sum of
£10,000 and a general provision of 50% has been made.

Director’s Loan Account:

The sum of £5,800 represents a short term loan made available to one of the former director’s
which remains outstanding.

Office Furniture & Equipment:

The office furniture and equipment which had a book value of £49,200 was valued by agents
at £4,500.

Fixtures & Fittings:
The fixtures & fittings which had a book value of £5,898 were valued by agents at £1,000.

LIABILITIES:
Preferential Creditors:
Employees Arrears/Holiday Pay:

There are 64 employees with claims for arrears of wages and holiday pay of which the sum of
£45,880 is deemed as preferential. These will be paid in full in due course.
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Floating charge creditor:

Gemcorp Aureole has a debenture which was created on 3 March 2006 and registered on 7
March 2006. Gemcorp Aureole is currently owed the sum of £ 251,562.

Unsecured Creditors:
Trade & Expense creditors

The statement of affairs includes a list of the trade and expense creditors which [ trust is self
explanatory.

Employces

There are 64 employees with claims for payment in lieu of notice and those who have been
employed by the Company for over two years have claims for redundancy. The sum
outstanding to the employees as unsecured totals £203,030. This figure also includes claims
for arrears of wages over the maximum preferential figure of £800 per employee.

Other Creditors:

The sum of £3,209,245 represents monies due to various third parties involved in HM
Customs & Excise losses. These creditors appear to have disappeared.

KJC Mobile Phones Limited ~ In Liquidation

The sum of £1,672,217 is due to KJC Mobile Phones Limited now in liquidation.
HM Revenue & Customs ~ Tax

The sum of £2,034,732 represents outstanding PAYE/NIC due since 2004.

Opus Asia

The sum of £5,976,000 represents various monies injected into the Company since 2002.
HM Revenue & Customs — VAT

The sum of £721,100 represents outstanding Vat due from 2004 to date.

I.oan — Apollo Hotel

The sum of £43,769 represents a loan made to the Company by the Apollo Hotel.
Telecom Group

The sum of £973,262 represents monies injected in to the Company.

Contingent Creditor:

The sum of £928,504 represents the sum claimed by the petitioning creditor which is disputed
in full by the Company.

6 MANAGEMENT OF THE COMPANY’S AFFAIRS SINCE THE
ADMINISTRATOR’S APPOINTMENT

Following my appointment, 64 members of staff were made redundant. Negotiations
continued for the sale of the business and certain assets. A number of parties expressed an
interest but only one party was able to provide evidence that they had the necessary funds to
complete the purchase. On 18 May 2006 the business and certain assets were sold to
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Brhylcom PLC in the sum of £80,000. Following completion, the sum of £40,000 settled part
of the liability to the floating charge creditor.

Once the sale proceeds have been collected together with all outstanding book debts, my
administration will be concluded and the company will either be dissolved or placed into
creditors’ voluntary liquidation.

7 RECEIPTS AND PAYMENTS ACCOUNT

Please find attached a summary of my receipts and payments to date which I will comment
upon as follows:

RECEIPTS:
Tangible Assets

The tangible assets which were professionally valued and comprise all office furniture and
equipment realised the sum of £52,500.

Goodwill

The goodwill which was professionally valued at £1,000 was included in the sales agreement
and realised £2,497.

Domain Names
The domain names were included in the sales agreement and realised £1

Stock

The stock which was professionally valued at £5,000 and was included in the sales agreement
realised £25,000.

Records

The records which comprise the client database were included in the sales agreement and
realised £1.

Book debts

From the estimated to realise figure of £349,730, the sum of £209,988 has been realised to
date.

Intellectual Property Rights

The Intellectual Property Rights were included in the sales agreement and realised £1.
Cash at Bank

The balance held in the Company’s bank account of £3,669 was realised.

Cash held on appointment

The sum of £8,812.50 represents monies received in respect of the initial costs of
appointment.
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PAYMENTS:

The payments are self explanatory but I would inform you that the heading “Direct Labour”
of £3,769.11 relates to employees retained to assist in the Administration.

8 OTHER MATTERS

I am obliged, under the provisions of Rule 2.33 to advise creditors of the basis upon which
the Joint Administrators are to be remunerated. I propose that the Joint Administrators fees be
fixed by reference to the time properly spent by the Joint Administrators and their staff in
attending to matters arising in the Administration and reimbursement of all costs and
expenses including SIP9 Category 2 disbursements and, for the avoidance of doubt, our legal
costs. Remuneration is to be drawn on account at the discretion of the Joint Administrators.

Please see the attached creditors’ guide to administrator’s fees, which explains the basis for
fixing the administrator’s remuneration together with a schedule showing an analysis of the
exact time spent to date in dealing with this matter by the Joint Administrator and her staff.

There are no other matters of which I feel that creditors should be made aware.

9 ESTIMATED OUTCOME FOR CREDITORS

As detailed above, the estimated realisations are higher than those figures given in the
statement of affairs exhibited to this report. It is anticipated that the proceeds of the sale of
the business and assets will be sufficient to meet the costs of the administration and to
provide sufficient funds to discharge the preferential creditors and floating charge creditor in
full. Funds will only become available to the unsecured creditors by way of the prescribed
part as defined in accordance with Section 176A of the Insolvency Act 1986. I am unable at
present to give an indication as to the quantum of the anticipated dividend.

10 CONCLUSION AND ADMINISTRATOR’S STATEMENT OF PROPOSALS
PURSUANT TO PARAGRAPH 49 OF SCHEDULE B1 TO THE
INSOLVENCY ACT 1986

It is clear that after the costs of the Administration are taken into account, the Company has
insufficient property to enable a distribution to be made to the unsecured creditors other than
by virtue of Section 176A(2)(a) of the Insolvency Act 1986. Therefore, I do not intend to
convene an initial meeting of creditors. However, I will summon an initial creditors’ meeting
if requested to do so by creditors of the Company whose debts amount to at least 10% of the
total debts of the Company. The request must be made on form 2.21B within 12 days of the
date of this report. Security must be given for the expenses of summoning and holding the
meeting. Please contact this office should you require a copy of form 2.21B.

10



Vanguard PLC (In Administration)
Statement of Joint Administrator’s Proposals

11 E C REGULATION NO. 1346/2000

It ts considered that the above EC regulatton applies and that these proceedings are main
proceedings as defined within Article 3 of the EC Regulations as the company was
incorporated in England and conducted its business within the United Kingdom.

FILIPPA CONNOR / o
JOINT ADMINISTRATOR ( e
28 JUNE 2006 S
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Insolvency Act 1986

Vanguard plc

Estimated Statement Of Affairs as at 5 May 2006

Book Value Estimated to Realise
£ £ £
ASSETS
Goodwill NIL 1,000.00
Stock 121,487.00 5,000.00
Book Debts 1,421,813.00 349,730.00
Sundry Debtor 2,350,000.00 Uncertain
Cromwells Madhouse PLC - In Liquidation 715,427.00 Uncertain
Network Debtors 202,567.00 Uncertain
Cash at Bank 3,672.00 3,672.00
Cther Debtors 24,000.00 12,000.00
Director's Loan account 5,800.00 Uncertain
Office furniture & equipment 49,200.00 4,500.00
Fixtures & fittings 5,898.00 1,000.00
376,902.00
PREFERENTIAL CREDITORS:-
Employee Arrears/Hol Pay 45,880.00
45,880.00
331,022.00
Estimated prescribed part of net property where applicable (to carry forward) 69,204.40
261,817.60
DEBTS SECURED BY FLOATING CHARGE
Floating Charge Creditor 251,662.00
251,562.00
10,255.60
Estimated prescribed part of net property where applicable (brought down) 69,204.40
79,460.00
Unsecured non-preferential claims (excluding any shortfall to floating charge holders)
Trade & Expense Creditors 935,931.00
Employees 203,030.00
Other Creditors 3,209,245.00
KJC Mobile Phones Ltd - In Liquidation 1,672,217.00
H M Revenue & Customs - Tax 2,034,732.00
Opus Asia 5,876,000.00
H M Revenue & Customs - VAT 721,100.00
Loan - Apollo Hotel 43,769.00
Telecom Group 973,262.00
Contingent Creditor (£928,504) NiL
15,769,286.00
Estimated deficiency/surplus as regards non-preferential creditors
(excluding any shortfall to floating charge holders) (15,689,826.00)
Shortfall to floating charge holders {brought down) NIL
{15,689,826.00)
Issued and calied up capital
NIL
TOTAL SURPLUS/(DEFICIENCY) (15,689,826.00)

Page 1 of 1

30 June 2006 12:18
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Vanguard plc
(In Administration)

Joint Administrators' Abstract Of Receipts And Payments

To 28 June 2006

RECEIPTS Total (£)
Tangible Assets 52,500.00
Goodwiil 2,497.00
Domain Names 1.00
Stock 25,000.00
Records 1.00
Bock Debts 209,988.81
Intellectual Property Rights 1.00
Cash at Bank 3,669.11
Cash held on appointment 8,812.50
302,470.42

PAYMENTS
Direct Labour 3,769.11
Debt Collection Fees 969.12
Specific Bond 250.00
Initial costs of appointment 7,500.00
Agents/Valuers Fees 5,932.00
Legal Fees 15,066.00
Statutory Advertising 73.80
Bank Charges 84.00
Floating Charge Creditor 40,000.00
Vat Receivable 4,994.82
78,638.85
Balances in Hand 223,831.57
302,470.42
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Rule 4.73 Form 4.25
PROQOF OF DEBT - GENERAL FORM

in the matter of Vanguard PLC
In Administration
and in the matter of The Insolvency Act 1986

Date of Administration 5 May 2006

1. | Name of Creditor

2. | Address of Creditor

3. | Total amount of claim, including any Value
Added Tax and outstanding uncapitalised £
interest as at the date the company went into
administration (see note)

4. | Details of any document by reference to which
the debt can be substantiated. [Note the
administrator may call for any document or
evidence to substantiate the claim at his
discretion]

5. | If the total amount shown above includes
Value Added Tax, please show:-

(a} amount of Value Added Tax £
(b) amount of claim NET of Value Added Tax | £

6. | If total amount above includes outstanding £
uncapitalised interest please state amount

7. | If yott have filled in both box 3 and box 5,
please state whether you are claiming the
amount shown in box 3 or the amount shown
in box 5(b)

8. | Give details of whether the whole or any part Category
of the debt falls within any (and if so which} of
the categories of preferential debts under
section 386 of, and schedule 6 to, the
Insolvency Act 1986 (as read with schedule 3
to the Social Security Pensions Act 1975) Amount(s) claimed as preferential £

Q. | Particulars of how and when debt incurred.

10. | Particulars of any security held, the value of
the security, and the date it was given £

11. | Signature of creditor or person authorised to
act on his behalf

Name in BLOCK LETTERS

Position with or relation 1o creditor

Software Supplied by Turnkey Computer Technology Limited, Glasgow




1.1

2.1

3.1

4.1

A CREDITORS’ GUIDE TO ADMINISTRATORS’ FEES
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 in order to achieve one or more
of the following statutory purposes:

e the survival of the company and its business in whole or in
part;

¢ the approval of a company voluntary arrangement;
the sanctioning of a scheme under section 425 of the
Companies Act 1985;

e a better realisation of assets than would be possible in a
liqutdation.

Administration may be followed by a company voluntary arrangement or liquidation.

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 committee is to determine the
basis of the administrator’s remuneration. The committee is established at the
meeting of creditors which the administrator is required to hold within 3 months of
the administration order to consider his proposals. The administrator must call the
first meeting of the committee within 3 months of its establishment, and subsequent
meetings must be held cither 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 such information as it may require.

Fixing the administrator’s fees

The basis for fixing the administrator’s remuneration is set out in Rule 2.47 of the
Insolvency Rules 1986, which states that it shall be fixed either:

s as a percentage of the value of the property which the
administrator has to deal with, or

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




4.2

5.1.3

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 to
be applied. Rule 2.47 says that in arriving at its decision the committee shall have
regard to the following matters:

e the complexity (or otherwise) of the case;

e 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 carried out, his duties;

¢ the value and nature of the property which the administrator
has to deal with,

If 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,

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

e the size and complexity of the case.

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
committee or the creditors the time spent and the charge-out value in the particular
case, together with, where appropriate, such additional information as may reasonably
be required having regard 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




5.2

guidance which has been given to insolvency practitioners on this subject. The
guidance suggests the following areas of activity as a basis for the analysis of time
spent:

. Administration and planning
. Investigations

. Realisation of assets

. Trading

. Creditors

Any other case-specific matters

The following categories are suggested as a basis for analysis by grade of staft:

Partner

Manager

Other senior professionals
Assistants and support staff

e & & @

The explanation of what has been done can be expected to include an outline of the
nature of the assignment and the administrator’s own initial assessment, including the
anticipated return to creditors. To the extent applicable it should also explain:

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

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

. The steps taken to establish the views of creditors, particularly in relation to

agreeing the strategy for the assignment, budgeting, time recording, fee
drawing or fee agreement.

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

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

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



5.3

6.1

7.1

8.1

8.2

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 committee or the creditors to approve the
drawing of expenses or disbursements. However, professional guidance issued to
insolvency practitioners requires that, where the administrator proposes to recover
costs which, whilst being in the nature of expenses or disbursements, may include an
element of shared or allocated costs (such as room hire, document storage or
communication facilities provided by the administrator’s own firm), they must be
disclosed and be authorised by those 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 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 to appear or be represented on
the application. If there is no committee, the administrator’s notice of his application
must be sent to such of the company’s creditors as the court may direct, and they may
nominate one or more of their number to appear or be represented. The court may
order the costs to be paid as an expense of the administration.

Other matters relating to fees

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

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




