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In the High Court of Justice

Chancery Division

High Court of Justice District Registry

In the matter of Fitness First Clubs Limited (“the Company”)

and in the matter of the Insolvency Act 1986

Case No. CVA 4233 of 2012

Supervisors’ annual comments pursuant to Rule 1.26(2} of the Insolvency Rules
1986

We attach as Appendix 1 a copy of the Supervisors’ annual summary of receipts and payments
1n the voluntary arrangement for the period 20 June 2014 to 19 June 2015 (“the Penod”) and we
report as follows

1 Realisations
11  Compronused Lease Funds

In accordance with the terms of the CVA proposal, the Company has pard £750,000 to the
Supervisors to be held on trust for the Compromused Landlords and a further £750,000 to the
Supervisors to be held on trust for the Guarantee-Holding Compronused Landlords These
amounts represent the mimmum payments due under the CVA proposal

12 Bank Interest

During the Penod, bank interest of £3,778 has been earned on the funds held on trust Under the
terms of the voluntary arrangement, mnterest does not form part of the Compronused Lease Funds
and will be paid to the Company

13 Addwonal Landlord Funds

The terms of the arrangement impose an obligation on the Company to make additional annual
performance linked payments 1nto the FF Clubs Compromused Lease Fund of up to £600,000.
The obligation would have been tniggered if the Company exceeded target UK EBITDA of £17 2
mullion in the year ending 31 October 2014 I can confirm that the Company’s audited accounts
for the period show that the Company did not exceed this target and as such no additional funds
became due to the FF Clubs Compromised Lease Fund 1n the Period

The terms of the arrangement also impose an obligation on the Company to make additional
annual performance linked payments nto the Fitness First Limuted (“FFL”") Compronused Lease
Fund of up to £600,000. The obligation would have been tnggered 1f Group EBITDA (measured
by reference to the statutory accounts of Fitness Furst Finance Limited) exceeded £82 mullion 1n
the year ending 31 October 2014. I can confirm that the audited accounts of Fitness First Finance
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Limuted for the period show that Group EBITDA did not exceed this target and as such no
additional funds became due to the FFL Compromused Lease Fund 1n the Period

2 Disbursemernts
21 Norunees’ Fees

Nominees’ fees totalling £350,000 were settled prior to the Supervisors’ appointment as
disclosed 1n the CV A Proposal

22 Supervisors’ remuneration and expenses

In accordance with the terms of the CVA Proposal the Joint Supervisors’ remuneration 1s fixed
on the basis of time properly given by them and their staff in dealing with matters ansing in the
CVA

Attached at Appendix 2 1s a detailed analysis of time spent and charge out rates for each grade of
staff for the various areas of work camred out in the Penod (as required by the Association of
Business Recovery Professionals’ Statement of Insolvency Practice No 9) together with details
of expenses incurred to date

In the Pertod the Joint Supervisors incurred time costs of £26,704, representing 72 hours at an
average rate of £373 per hour No expenses were 1ncurred 1n the Period

The CVA proposal estimated that the total fees to be paid to the Supervisors would be £200,000
plus outlays and VAT thereon To date, the Supervisors have received remuneration of
£110,071

Please note that all staff who have worked on this assignment, mncluding cashiers and secretanal
staff, have charged time directly to the assignment and are included in the analysis of time spent.
However, the cost of staff employed 1n central adrnistration functions 1s not charged directly to
this assignment but 1s reflected 1n the general level of charge out rates

A creditors’ guide to fees can be found at

http://www.r3.org.uk/media/documents/publications/professional/Guide to Voluntary Ar
rangement Fees Nov2011.pdf

However, if you are unable to access thus guide and would hike a copy then please contact Ryan
Scallon on 0161 246 4582

All fees 1n this matter will be settled directly by the Company

3 Distributions
31 Secured creditors

In accordance with the terms of the CVA Proposal, the Company has continued to service debts
due to secured creditors 1n the ordinary course of business
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32  Preferennal creditors

There are no preferential claims 1n the CVA as all employee entitlements continue to be met by
the Company in the ordinary course of business

33 Trade Creduors

In accordance with the terms of the CVA Proposal, sums due to trade creditors continue to be
paid by the Company 1n the ordinary course of business

34 Category I Landiords

Under the CVA Proposal, the payment terms of annual rental payments, service charge,
msurance and turmnover rent due to the Category 1 Landlords were vaned from quarterly to
monthly payment terms for a three year period commencing on the next payment date under
such leases

35 Category 2 Landlords

In accordance with the terms of the CVA Proposal the rent payable under the leases was reduced
to 65% of the contractual pro rata monthly rent (including any turnover rent) plus any
contractual amount payable in respect of insurance and service charge

36 Category 3 Landlords

In accordance with the terms of the CVA Proposal the rent payable during the Rent Concesston
Period was reduced to 50% of the contractual pro rata monthly rent (including any turnover rent)
plus a further 5% of the contractual pro rata monthly rent (including any turnover rent) n lien of
dilapidations, plus any contractual amount payable 1n respect of insurance and service charge

There were 82 Category 3 leases per the CVA, 15 of which were sub-let prior to the CVA
becomung effective Under the terms of the CVA proposal, the Company agreed to assist
landlords 1n finding replacement operators for the site

The Company continue to operate from three Category 3 sites
37 Category 4 Landlords

In accordance with the terms of the CVA Proposal the rent payable duning the Rent Concesston
Period was reduced to 50% of the contractual pro rata monthly rent (including any turnover rent)
plus a further 5% of the contractual pro rata monthly rent (including any turnover rent) 1n hieu of
dilapidations, plus any contractual amount payable 1n respect of insurance and service charge

There were eight Category 4 leases per the CV A, being sites closed prior to the CVA becomung
effective Under the terms of the CVA Proposal, the Company agreed to assist landlords in

finding replacement operators for the sites

At the end of the Period, there was one Category 4 lease which remains vacant and the Company
1s therefore continuing to pay business rates in this regard
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4 Anticipated Outcome

The amount of any further payments to be made mto the Compromsed Lease Funds 1s
dependent on the financial performance of the Company and the Group for the financial year
ending 31 October 2015

Dastributions to Compromused Landlords are due to be made no later than 24 June 2016

A letter had recently been sent to all Compromsed Landlords setting a deadline for the
subrussion of final claims against the Compromised Lease Fund of 24 July (*Claim Deadline
Date™)

Distributions from the Compromused Lease Funds will be paid to Compromised Landlords who
submutted their claim by the Claim Deadline Date shortly after the Company’s statutory accounts
for the financial year ending 31 October 2015 have been filed and any additional payments due
into the fund have been received

Signed %ﬂi}l Dated 10 August 2015

B Green
Jont Supervisor

CVAEL7




Appendix 1: Receipts and payments for the period 20 June 2014 to 19 June 2015

EitnessigirstClubstimited Siinder@lVolintaryFAvangemen i

From 20/06/2014  Frorn 20/06/2012
Statement of affairs (£) To 19/06/2015 (£}  To 19/06/2015 (£}
OTHER REALISATIONS
Bank interest, gross 3,77848 6,471 14
175,00000 Landlord Fund NIL 750,000 00
175,00000  Guarantee fund NIL 750,000 00
3,77848 1,506,471 14
COST OF REALISATIONS
Interest paid to Company NIL. {821 92)
NIL {821 92)
UNSECURED CREDITORS
{46,521,000 00}  Landlords NIL NIL
NIL NIL
(46,171,000 00) 3,778 48 1.505,649.22
REPRESENTED BY
Floating charge current 1 1,889 24 752,824 59
Floating charge current 2 1,889 24 752,824 63
3,778 48 1,505,649 22
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Appendix 2: time spent for the period 20 June 2014 to 19 June 2015

SIP 9 - Time costs analysis {20/06/2014 to 19/06/2015)

Hours

Partner / Time Cost Average

Director Manager Admunistrator Support Total (£} Hourly Rate (£)
Administration & planning
Cashtening
General (Cashienng) 235 235 619 50 263 62
:f;;?:;:f;‘?:\fjé&gs 010 110 1200 40500 337 50
Statutory and compliance
fo‘?ﬂf’;ﬁ;‘g‘:”t and refated 030 030] 18450 615 00
Checklist & reviews 200 400 600{ 2,96500 494 17
?;iﬁ?ﬂ;:g;’fﬁg”d 030 030 10200 340 00
Strategy docurments 450 290 740| 525600 710 27
Creditors
Creditors and claims
?,g,ﬁimem of unsecured 2 80 280 1,72200 615 00
General correspondence 330 760 2300 3390 7.75850 228 86
Statutory reports 050 4 40 10 40 1530| 6,24350 408 07
Realisation of assets
Asset Realisation
Leasehold property 100 110 210 1,44750 689 29
Total in period 800 1490 2575 2300 7165 26,703 50 37269
Brought forward time {appointment date to SIP 9 penod start date) 316 10 143,366 00
SIP 9 period time {SIP 9 period start date to SiP 9 period end date) 7165 26,703 50
Carry forward time {appointment date to SIP 9 penod end date) 387 75 170,089 50

All staff who have worked on this assignment, including cashiers and secretarial staff have
charged time directly to the assignment and are included in the analysis of ttime spent The cost
of statf employed in central administration functtons 1s not charged directly to the assignment
but 1s reflected in the general level of charge out rates

All time shown In the above analysis 1s charged in units of six minutes
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Charge-out rates

lCharge-out rates (€} for CRP

J

From 01 Qct 2012 £/hr From 01 Oct 2013 £/hr From 01 Oct 2014 £/hr

Grade
Partner 765 765 795
Director 670 670 705
Senior Manager 550 585 615
Manager 440 465 490
Senior Administrator 320 340 355
Administrator 240 255 270
Support 1256 130 135
Disbursements
SIkOEIDishursements! '

Category 1 Category 2
Disbursements Paid (£} Unpaid (f) Paid (£) Unpard (E} Totals (£)
Total NIL NIL NIL
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