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IN THE HIGH COURT OF JUSTICE No: 14062 of 2009

St Martin’s Magazines plc - In Administration {"The Company")
Formerly of Kent House 14 — 17 Market Square London W1W 8AY
Company No. 2731026

STATEMENT OF THE ADMINISTRATORS' PROPOSALS
Pursuant to Paragraph 49 of Schedule B1 to the Insolvency Act 1986; and
Rule 2.33 of the Insolvency Rules 1986

Please note that these Proposals are of a statutory nature and give enabling powers to the Administrators
in order for them to continue to pursue the purposes of the Administration Order. Creditors should also
note, for the avoidance of doubt, that these are NOT Voluntary Arrangement proposals.
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Introduction

On 20 May 2009 pursuant to an application made by the directors, Mark Riley and Malcolm Fillmore
were appointed Joint Administrators in the High Court of Justice, Chancery Division. We were
appoinied to manage the affairs, business and property of the Company and will continue to act until
our proposals for achieving the purpose of the Administration has been agreed by creditors and
implemented. The Administrators are to act jointly and severally. Until recently the Company operated
from Kent House 14 — 17 Market Square London W1W 8AY. The Company's principat activity comprised
the publication of a naticnal magazine Country Nlustrated and the Country Club UK, a membership
business with its own magazine, retail trading arm, concierge service and website.

Administration has the effect of freezing amounts owing to all creditors and, except with the leave of the
Court or the consent of the Administrators, Administration stops legal procesdings against the
Company. The intention of the legislation is to give the Company protection against claims, or attempts.
to wind up the Company, the enforcing of security, or the repossession of assets while efforts are made
to achieve the purpose for which the Administration order was made.

The Administrators of a company must perform their functions with the objective of {in order of priority):

1.3.1  rescuing the company as a gaing concern, or

1.3.2  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

1.3.3  realising property in order to make a distribution to one or more secured or preferential
creditors.

For the reasons set out in this report, in this case Administration was made far the purposes mentioned
in paragraph 1.3.2 and 1.3.3. The Administrators have conciuded that it is not reasonably practical to
achieve a rescue of the Company as a going concern. The purpose of the Creditors’ Meeting is to
review the conduct of the Administration to date and to give apprapriate powers and authority to the
Administrators to achieve the purposes of the Administration as required by Paragraph 49 of Schedule
B1 to the Insolvency Act 1986. These specific proposals do not exclude the exercise by the
Administrators of their powers and duties under the Insolvency Act 1986 and the Insolvency Rules 1986
[as amended].

Statutory Information

Annexed to these Proposals are the following details:

211 Anaccount of the circumstances giving rise to the application for Administration {Appendix A)

21.2  Asummary of the company’s statutory details at the date of Administration {Appendix B)

2.1.3 A Statement of Affairs as at the date of the Administration (Appendix C) is in the process of heing
prepared and should be available at the date of the creditors meeting, we attach a schedule of
creditor claims (Appendix C)

214  Rule 2.38 of The Insolvency Rules 1986, Entitlement to vote (Appendix D)

This Administration is considered fo be main proceedings as defined in the EC Regulation No. 1346/2000.

Post-Administration Management

I attach as Appendix E, a summary of our receipts and payments account o date.

As set out in more detail in Appendix A the sale of the business and assets was completed on 28 May
2008 and comprised the whole of the Company's business assets and goodwill. The immediats
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purchase price was £22,000 although there may be further consideration should the purchaser
generate profits over a given minimum, The purchaser was JSP Media Limited, a newly formed
company owned and controlled in part by Miss Julie Spencer, who is a director and minority
shareholder of the Company. Creditors were informed of the full detail and circumstances of that sale
pursuant to SIP 16 in our letter of 9 June 2009.

Current employees were also transferred jo JSP Media Limited as a consequence of the sale of the
business and assets and the purchasers have agreed tc the continuity of existing and accrued
membership rights without recourse.

Since the sale of the business, the Administrators’ role has been to manage and monitor the realisation
of assets and to undertake the various statutory functions arising in the Administration. These have
included and will continue to include a review of the circumstances of the Company's failure. In
parlicular, we are following up potential recoveries arising out of legal and insurance claims made by
the Company prior to our appointment.

The Exit Route from Administration

As set out in 6.2 below, we have formed the present view that the Company may have insufficient
property to enable a distribution to be made to non-preferential unsecured creditors other than by virtue
of the Prescribed Part as provided for by Section 176A of the Insolvency Act 1986. It is likely that the
Company will either proceed to be dissolved once all the matters have been dealt with or, in the event
that this appears to be more beneficial to creditors, the exit route will be by the appointment of
liquidators.

Qther Matters

The Administrators have certain statutory responsibilities, including a review of the matters leading up
to the financial problems and the directors’ conduct. We are required by law under the Company
Directors Disqualification Act 1986 to make a return or conduct report on every person who was on the
date of our appointment or at any fime in the three years immediately preceding that date a director or
shadow director of the company. If you have any information which you consider may be relevant to
our report please provide such information and any related evidence as soon as possible. Please note
that this request forms part of my firm’s usual investigation procedures and does not in any way imply
that there may be any cause for concern regarding any person concerned with the company’s affairs.

Forecast Qutcomes

Whilst the outcome of the Administration will depend upon the level of overall asset realisations and
creditor claims, based on present information, it is considered unlikely that there will be a return to
unsecured non-preferential creditors. However, our investigations into the Company’s affairs are still at
an early stage and we will be in a better position to assess the likely outcome at the six-month reporting

stage.

We have presently formed the view that the Company has insufficient property to enable a distribution
to be made to non-preferential unsecured creditors other than by virtue of the Prescribed Part as
provided for by Section 176A of the Insolvency Act 1986. In these circumstances, pursuant to
Paragraph 52(1} Schedule B1 of the Insolvency Act 19886, it is not proposed at this stage to convene a
meeting of the Company’s creditors. [n accordance with Rule 2.33(5) of the Insolvency Rules 1986 the
Administrators’ proposals will be deemed to have been approved by creditors unless a meeting of
creditors is requisitioned in the prescribed manner by at least 10% in value of creditors within a period
of 12 days of the date on which these proposals are circulated. Any creditor who wishes to make a
request o convene a meeling should contact my office and wili be provided with Form 2.218 and
provided with information to assist them with their application.

Administrators’ Proposals

The following are our Statement of Proposals for achieving the purposes of the Administration made in
respect of the Company and which we make to the creditors for their consideration.

That we be given autherity to continue to manage the affairs of the Company from asset realisations in
such manner as they consider expedient with a view to 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). The Administrators will manage these aspects of the business in accordance with our
professional judgement, taking independent or informed advice where we consider that to be appropriate
and that we take such decisions on the affairs of the Company as we consider appropriate.

That we be empowered to review all existing contractual commitments and obligations of the Company
and, where necessaiy, cause the Company to determine (if not already terminated) any such contractual
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cammitments which, in our view, are not benaficial.

That we be empowered io enter into and conclude negotiations with creditors and/or others as we consider
may assist in the realisation of the Company's assets.

As we believe that there will be insufficient funds to make a distribution to non-preferential creditors, it is
not proposed that a creditors’ commitiee be formed. However, if it is the wish of creditors to form such a
committee, we shall so form one on the basis of postal representations.

That our remuneration for acting as Administrators be fixed by reference to the time properly given by us
and our staff in attending to matters arising in the Administration and that the Administrators be at fiberty
to draw fees up to actual time costs incurred from time to time from funds held by us. That details of the
remuneration drawn and time costs will be set out in the Administrators’ progress reports as required by
the Association of Business Recovery Professionals. The present hourly charge out rates for principals
and staff likely to be involved in this case are set out as follows together with details and charges for
indirect disbursements:

7.7.1 . Partners £270 - £250 Senior Professional Staff £110 - £220 and administrative and support staff
£85 -£100.

7.7.2  Indirect disbursements to be charged at the rate of 25 pence per leiter, 15 pence per photocopy
and 40 pence per mile plus 5 pence for additional persons travelling in the same car.

Time costs arising since our appointment as at 5 July 2009 are summarised on the attached schedule
in the format prescribed by R3 {The Association of Business Recovery Professionals).

That Atherton Bailey LLP be paid their time costs and any indirect disbursements, on the basis mentioned
above, in relation to the proper professional costs incurred by them in connection with the making of the
appointment pursuant to Rule 2.67 (1}{c) of the Insolvency Rules 1986 to reflec! time spent by a proposed
administrator, prior to any appointment, in determining that it was reasonably fikely that the purpose of the
administration would be achieved and to enable them to compiete Form 2.2B. The costs incurred in
relation to this are £8,500 plus VAT.

That, if we so conclude is in the creditors interests, we convene further meetings of the creditors and
members at such time as we may propoase and which may include proposals for a CVA or to seek their
approval to any other proposals.

That in the exercise of our powers and in doing anything where we believe it is appropriate or necessary to
seek the consent or approval of creditors and, where the law so allows, any Committee of Credifors
elected will have the authority to act on behalf of all creditors,

That we may do all such other things as we, in our discretion, consider will preserve protect or enhance the
business and/or assets of the Company and/or are incidental to these proposals and their implementation.

That we take and implement such other consequential decisions as, in our judgement, will benefit the
creditors of the Company.

That as soon as we deem it appropriate, we seek a discharge of the Administration and our release as
Administrators.  Foliowing the filing of the Administrators’ final progress report to the Registrar of
Companies both Administrators will deemed fo be released from any further liability arising from or
connected howsoever to the Administration pursuant to Paragraph 98 of Schedule B1 of the Insolvency
Act 1986.

That we be autherised to realise the Company's assets on the best basis reasonably attainable and, if the
realisations are sufficient to pay a dividend to unsecured creditors, shall propose to place the Company
into Creditors’ Voluntary Liquidation. In this event the proposed liquidators will be the current
Administrators but in accordance with Paragraph 83(7) and Rule 2,117(3), creditors are advised that they
may nominate a different person or persons, provided that the ncmination is made after receipt of such
proposals to put the Company into liquidation and before those proposals are approved.

In the event of insufiicient funds being avaifable {0 pay a dividend to non-preferential creditors, following
our realisation of all realisable assets, we propose to move to the dissofution of the Company pursuant to
Paragraph 84 of Schedule B1 of the A




Appendix A
An Account of the Circumstances giving rise to the Administration

St Martin’s Magazines plc - In Administration; High Court of Justice No 14062 of 2009

Mark Riley of Atherton Bailey LLP was first introduced to the Company by the Campany Secretary, Jonathan
Hart in the context of its financial difficulties. Mr Hart is a solicitor and had previous professional dealings with
Mr Riley. Mr Riley attended a Board Mesting on 20 January 2009 al which he gave insolvency advice. The
Board considered that advice and various options and decided to pursue a marketing campaign to increase
subscribers.

Mr Riley attended another Board meeting on 2¢ April 2009 when he was advised that the marketing campaign
was not yielding lhe expected number of new subscribers. At a further Board meeting on 6 May 2009, which Mr
Riley attended, the Board (who were representatives of the majority of the shareholders and loan note holders)
advised that there was no further funding support available. It was concluded that the Company was insolvent
and that a sale of its business and assets as a going concern would be to the benefit of its creditors. Mr Riley
recommended that the Company be put into Administration to enable this to be achieved.

Shortly thereafter, one of the directors of the Company made a proposal to purchase the business and assets of
the Cormpany as a going concern. Mr Riley assisted the Board in reviewing and negotiating this offer.

In the period leading to our formal appointment as Administrators, we reviewed with the directors of the
Company the likely effects of not accepting the offer being made and, instead seeking alternative offers and/or
wider marketing and we discussed the terms of the offer with independent agents, Edward Symmans & Partners,
Their advice may be summarised as that for a number of reasons, not least the lack of immediate essential
funding being available, the business was not likely to be immediately saleable as a going concern to a third
party. They also advised that the offer received from the director exceeded the realisation likely to be achieved if
the business was closed and the assets realised piecemeal.

No formal marketing of the business was undertaken by the Company in the period prior to Administration. The
Board advised us that a public marketing campaign would, in their view .have a damaging effect on the
business’s goodwill, particularly with advertisers. Notwithstanding this, following a review by Atherton Bailey on
11 May, five separate parties {in addition to the Director's interest menticned above) thought to be interested in
the business were contacted 1o ascertain what, if any, interest they might have in acquiring the Company's
business and assets,

Because of ongoing trading losses and the withdrawal of funding suppont, and with no alternative source of
funding available, we considered that it would not be possible to continue frading on our appointment as
Administrators on 20 May. The Company had hitherto been funded by its shareholders and loan note holders
and had no external bank facilities. .

The Company’s unsecured creditors are about £1 million (excluding the prepaid efement of subscriptions) and,
of this £669,000 is due to loan note holders. We held discussions with representatives of the loan note holders
and they confirmed they supported the offer tabled by the director and which provided for continuity of trading
and of jobs and ensured that subscribers to the club and magazine would continue to obtain the services they
had ordered.

The sale of the business and assets was completed on 28 May 2009 and comprised the whole of the Company's
business assets and goodwill. The immediate purchase price was £22,000 although there is further
consideration should the purchaser generate profits over a given minimum.

The purchaser was JSP Media Limited, a newly formed company owned and controlied in part by Miss Julie
Spencer, who is a director and minority shareholder of the Company. There were no guarantees given by Miss
Spencer in connection with the purchase and no specific conditions in the sale contract which are required to be
disclosed. The sale was not part of a wider transaction.

We understand JSP Media Limited has vacated Kent House 14 — 17 Market Square London W1W BAY.

The directors attribute the failure of the Company to:
« Insufficient subscribers
« Insufficient advertising income
* A sudden recent cash demand caused by combination of a recent upward rent review crystallising
arrears of rent which also required an increased rent deposit the company was unable to fund in the
time available.




Appendix B

St MARTIN'S MAGAZINES PLC - (IN ADMINISTRATION)

Company Registration Number:
Date of Incorporation:

Authorised Share Capital:

Allotted, called up, fully paid shares

Directors 20 May 2009:

Comnpany Secretary;

Rent Deposit Deeds:

Debenture:

Shareholders:

Registered Office:

STATUTORY (NFORMATION

2731026
14 July 1992

1,000,000 A Ordinary shares of 1p each
78,695,496 Qrdinary shares of 10p each
2,356,056 Deferred shares of 80p each

450,000 A Ordinary shares of 1p each
5,303,800 Ordinary shares of 10 p each
1,956,516 Deferred shares of 90p each

Mr C M Brown

Mr J M Georgy
Mr R S Mason
Miss J Spencer
Mr C G M Wishart

Mr Mr J Hart

W F Electrical pic; created 14 May 1998; filed 28 May 1898
Knighton Estates Limited; {first) created 20 June 2000; filed
27 June 2000, (second) created 27 November 2003; filed

5 December 2003

Lloyds TSB Bank plc; created 1 April 2008; filed 15 April 2008
See Aitached List

Formerly 131 Edgware Road London W2 2AP.

Now moved to: Atherton Bailey, Arunde! House, 1 Amberiey Court,
Whitworth Road, Crawley, West Sussex RH11 7XL.




Appendix C

St MARTIN'S MAGAZINES PLC - (IN ADMINISTRATION)

Administrators' Estimate of the Company’s financial position at date of Administration
{and schedule of creditor claims)

Description NBV 31.12.08 ETR20.05.089 Note
£000 £'000
Fixed Assetls 23.2 9.0
Current Assets
Stock 0.0 0.0
Trade & Other Debtors 952 10.0
Prepayments 205.2 TBC 1
Bank 40.4 8.5 2
Contracts, Names, WIP & Goodwill n/a 13.0
340.8 31.5
Total Estimated assets 364.0 40.5
Creditors
Trade & Gther 280.1 782.5
Loan Notes 563.0 569.0
PAYE / NIC & VAT 948 100.0
Deferred Subscriptions 283.8 300.0
Provisions . 22.2 nfa
1,249.9 1.751.5
Net (Liabilities) (885.9) {(1.711)

NBV = Net Book Value
ETR = Estimated to Realise

BEFORE COSTS
Notes

1 Prepayments as at 31.12.08 comprised:
+  £k8%.0 rent deposit
» f£kB63.6 overheads; rent, rates & insurance
+  £k48.0 promotions to start in January 2009
s Ek4.6 other; including claim against employee.
All prepayments are to be investigated by the Administrators and collected where appropriate.

2 The current Bank position is £500 at Bank and an estimated £k8.0 in 2 blocked Card Net account to be
realised by the Administrators.
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Appendix D

S5t MARTIN’S MAGAZINES PLC (IN ADMINISTRATION])

Notes regarding Entitlement to Vote at the initial Creditors’ Meeting
under paragraph §1 of Schedule B1 to the Insolvency Act 1986

Rule 2.38 of The Insolvency Rules 1886 - Entitlement to Vote

2.38 (1) - Subject as follows, at a meeting of creditors in administration proceedings a person is entitled to vote
only if:-

{a} he has given to the administrator, not later than 12.00 hours on the business day before the day
fixed for the meeting, details in writing of the debt which

0] he claims to be due to him from the company; or

{ii) in relation to a member State liquidator, is claimed to be due to creditors in
proceedings in relation to which he holds office;

{b} the claim has been duly admitted under the following provisions of this Rule; and
(c} there has been lodged with the administrator any proxy which he intends to be used on his behalf,
and details of the debt must include any calculation for the purposes of Rules 2.40 to 2.42.

2.38 (2) - The chairman of the meeting may allow a creditor to vate, notwithstanding that he has failed to comply
with paragraph (1)(a) if safisfied that the failure was due to circumstances beyond the creditor’s control.

2.38 (3) - The chairman of the meeting may call for any document or other evidence to be produced to him,
where he thinks it necessary for the purpose of substantiating the whale or any part of the claim.

2.38 (4) - Votes are calculated according to the amount of a creditor's claim as at the date on which the
company entered adminisiration, less any payments that have been made to him after that date in respect of his
claim and any adjustment by way of set-oif in accordance with Rule 2.85 as if that Rule were applied on the date
that the votes are counted.

2.38 (5) - A creditor shall not vote in respect of a debt for an unliquidated amount, or any debt whose value is not
ascertained, except where the chairman agrees to put upon the debt an estimated minimum value for the
purpose of entittement to vote and admits the claim for that purpose.

2.38 (6) - No vote shall be cast by virtue of a claim more than once on any resolution put to the meeting.
2.38 {7) Where

{a) a credilor is entitled to vote under this Rule;

{b) has lodged his claim in one or more sets of other proceedings; and

(c} votes (either in person or by proxy) an a resolution put to the meeting; and

(d) the member State liguidator casts a vote in respect of the same claim,
only the creditor's vote shall be counted.

2.38 (8) - Where

{a) a creditor has lodged his claim in more than one set of other proceedings; and
(b} more than one member State liquidator seeks to vote by virtue of that claim,

the entitiement to vote by virtue of that claim is exercisable by the member State liquidator in main proceedings,
whether or not the creditor has lodged his claim in the main proceedings.

2,38 {9) - For the purposes of paragraph (6), the claim of a creditor and of any member State liquidator in
relation to the same debt are a single claim.

2.38 (10} - For the purposes of paragraphs (7} and (8), “other proceedings” means main proceedings, secondary
proceedings or territorial proceedings in another member State.




Appendix E

ST MARTIN’S MAGAZINE PLC (IN ADMINISTRATION)

ABSTRACT OF RECEIPTS AND PAYMENTS ACCOUNT
FOR THE PERIOD FROM 20 MAY 2009 to 9 JULY 2009

RECEIPTS
Sale of Business

PAYMENTS
Pre-Insolvency Fees, paid to Cameron Hart Ltd

CASH AT BANK

£ £
22,000.00

250.00

£21,750.00




Name of Case

L

St Martin’s Magazine Plc — In Administration

Date

5 July 2009

TIME AND CHARGE OUT SUMMARIES

Claimed (E)

Hours
Classification | Partner Manager | Other Senior | Assistants { Total Time Cost : Average
of Work Professionals | & Support | Hours | £ hourly
Function Staff rate £
Administration 8.48 0.00 15.07 9.17 32.72 65,588.38 201.36
and planning
Investigations 0.42 0.00 0.00 0.00 0.42 121.80 290
Realisation of 19.82 Q.00 0.32 0.00 20.14 5,817.46 28885
assets
Trading 3.40 0.0 0.00 0.00 3.40 986.00 290.00
Creditors 15.18 0.00 6.67 8.83 30.48 6,636.37 217.73
Receipts & 0.00 0.00 0.00 1.05 1.05 105.01 100.01
Payments
Total Hours 47.30 0.00 22.06 18.85 88.21
Total Fees 13,705 0.00 4.841.51 1,708.51 £20,255.02




