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HANSATECH EMS LIMITED - IN ADMINISTRATION

This report 1s prepared in accordance to the provisions of the Insolvency Act 1986, which
require the Joint Administrators to provide creditors with details of their proposals to achieve
the cbjective of the Administration The report has been prepared for the purpose of advising
credrtors The report 1s private and confidential and may not be relied upon, referred to, copted
or quoted from, in whole or in part, by creditors for any purpose other than advising them, or
by any other person for any purpose whatscever

In preparing this report, the Joint Admimistrators have had to rely on information provided by
the Directors, management and others It has not been possible to verfy all such information
Therefore, the Joint Administrators take no responsibility for the completeness or accuracy of
such information

W A Batty & S J Evans were appointed as Joint Administrators of Hansatech EMS Limited on 11
Apnl 2014

The affairs business and property of the Company are being managed by the Joint
Administrators, who act as the Company's agent and contract without perscnal hability

WA Batty, SJ Evans and HF Jesseman are ltcensed as Insolvency Practitioners tn the UK by The
Institute of Chartered Accountants in England & Wales under S 390 (2} of the Insolvency Act
1986

Abbrewviaticns used 1n this report

Hansatech EMS Ltd -~ (“Hansatech” or “the Company”)
W A Batty & S J Evans - (“the Joint Administrators”)
Antony Batty & Co LLP - ("ABC")

Lloyds TSB Bank Plc — (“the Bank")

Edward Symmons LLP - (“ES™}

Notice of Intention to appoint - {(*“NOI")
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HANSATECH EMS LIMITED - IN ADMINISTRATION
INTRODUCTION

This report 1s prepared in accordance with the provisions of the Insolvency Act 1986, which
require the Joint Administrators to provide creditors with details of a pre-packaged sale of a

business following appointment together with their proposals to achieve the objective of the
Administration

SIP 16

Statements of Insolvency Practice (“SIPs™} are a sertes of guidance notes 1ssued to licensed
insolvency practiioners with a view to mantaining and setbing out required practice and
harmonising practitioners’ approach to particular aspects of insolvency

SIPs are i1ssued and approved under procedures agreed between the insolvency regulatory
authorities, including the Institute of Chartered Accountants of England and Wales, who hicence
WA Batty and SJ Evans as mnsolvency practitioners and the Joint Insoivency Committee

Statement of Insolvency practice 16 (“SIP 16"} Version 1 was introduced with effect from 1
January 2009 with Version 2 effective from 1 November 2013 Both versians were introduced
to provide guidance to licensed mnsolvency practitioners on how they should conduct and
disclose to creditors, pre-packed sales

The SIP defines a pre-packaged sale as an arrangement under which the sale of all or part of a
company's bustness or assets 1s negotiated with a purchaser prior to the appointment of an
Administrator and the Admunistrator affects the sale immediately on, or shortly after his
appointment

Proposals

The proposals must be agreed by the creditors of the Company A creditors’ meeting has been
convened for this purpose Full detalls of the creditors’ meeting and Its purpose are given In the
attached notice of the creditors’ meeting (Form 2 20B) In order for the proposals to be

approved, a majority, Iin value, of those creditors attending the meeting and voting, in person or
by proxy, must have voted in favour of 1t

The creditors’ meeting will be given the opportunity to appoint a creditors’ committee A
committee 15 made up of between three and five representatives of credttors, who will then
meet the Joint Administrators on a regular basts to discuss the Administration of the Company
If a committee 1s appointed, 1t will be for them to approve the basis of the Joint Administrators’
remuneration and category 2 expenses If a commuttee 18 not appointed, then approval of the
Joint Administrators’ remuneration and category 2 expenses will be considered as part of these
proposals

In addition If no creditors’ committee I1s appointed, the creditors’ meeting will also be asked to
pass a resolution agreeing the Joint Administrators’ pre-appointment costs, details of which are
given in paragraph 9 3

To assist creditors In considering the proposals the following informauion s included in this
report

A brnef history of the Company and the reasons it entered into Administration

. The cbjective of this Administration
The actions taken by the Joint Administrators to date and the actions they intend to
take to achieve the objective of the Administration 1If the proposals are approved
Detalls of the assets and liabilities of the Company

. Details of the joint Administrators’ receipts and payments including details of assets
realised to date and any costs to date

. Infermation regarding fees and expenses
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) Other tnformatton for creditors

The proposed exit route from Administration s that tf there are sufficient funds to enable a
distribution to be made to unsecured creditors, the Company should move from Administration
to Creditors’ Voluntary Liquidation In this event, the Joint Adminsstrators will become Joint
Liquidators and therr remuneration will be on the same basis as that agreed under the
Administration

if there are msufficient funds to enable a distnbution to be made to unsecured creditors, the
Administration will end by the Company moving from Administration to dissolution

CIRCUMSTANCES GIVING RISE TO THE APPOINTMENT OF THE JOINT ADMINISTRATORS

Background
Hansatech was incorporated on 24 October 1997 and traded as an electronic assembly
manufacturer, from leased premises in Poole, Dorset

The business was acquired by way of a management buy-out from Partnertech AB n January
2009 The business then commenced trading as Hansatech EMS Limited

The purchase was nttially funded through an mter-company loan from Hansatech Holdings
Limited to Hansatech EMS Limited In addition the Company was also granted an Invotce
Discounting facility by RBS Invoice Finance Limtted, in July 2010 this was transferred to Lloyds
TSB Commercial Finance Limuted (“LTSBCF”) Lloyds TSB Bank also provided an EFG loan aver a
4 year term Both LTSBCF and Lloyds TSB Bank Plc were granted fixed and floating charges,
LTSBCF were also granted a specific legal charge over the book debts

The Company’s key market sectors were safety, industnal and security and approximately 75%
of 1ts turnover was derived from these areas

A summary of the Company's recent trading performance 15 shown below

Statutory Accounts | Statutory Accounts | Statutory Accounts
1 January 2012 to 1 January 2011 to 1 January 2010 to
31 December 2012 | 31 December 2011 | 31 December 2010
£ £ £
Turnover 7,663,935 8,038,218 6,847,075
Gross Profit 1,515,043 2,215,849 2,052,026
Net Profit/(Loss) after (861,392) 81,254 {329,315)
tax
Ner Assets (614,677) 246,715 40,456

Events prior to Administration

Primarily due to the downturn in the manufacturing sector the Company sustained iosses mn
2009 and 2010 with a small profit in 2011

significant loss in turnover resulting in operating losses tn 2012 of £861k The loss in turnover

can be attributed to -

The loss of a major customer
s Technical 1ssues on a new product
» Areschedule of work from a large customer
Delays in metal work from a main suppler
Zero take up on just tn bime products from one mamn suppher

This resulted In severe pressure on working capital To ease these pressures the Directors
injected £230k by way of Directors loans The Company also implemented a staff redundancy

program resulting in the loss of 13 members of staff

During 2012/2013 the Company suffered a




Despite these measures during 2013 the Company continued to experience severe working
capital constraints and was becoming unable to pay s creditors within the usual payment
terms Having sought professional advice, the Directors decided to propose a Company
Voluntary Arrangement to its credstors which was agreed by its creditors in June 2013

The CVA forecasts proved to be over opttmistic which resulted in the Company falling mto
arrears with its monthly CVA instalments during 2014 Creditor pressure also started to butld up
again and HM Revenue & Customs threatened {o ISSU€ a winding up petition in respect of post
CVA arrears of PAYE & NI

The Board had several discussions with the Supervisor of the CVA, who whilst being highly
supportive advised that he was bound by the terms of the CVA, which stated that if the
Company fell two months into arrears he had to fail the CVA and petition for the Company to be
wound up

The Board instructed Beer & Young Limited, a firm which specialises in raising finance for
companies In financial difficulties and began discussion with Bibby Invoice Finance, who
indicated that they would be willing to lend more money against the debtor book than LTSBCF

Beer & Young began a search for an mnvestor, however investors who looked at the business
advised that they could not invest under the current CVA terms

Durning March creditor pressure continued to increase, which restricted the supply of raw
matenals and therefore the Company’s ability to supply customers Beer & Young introduced
the Directors to Antony Batty & Company LLP, Licensed Insolvency Practitioners (“ABC”)

Despite Bibby taking over the invoice financing in late March, it became apparent that the
Company could not pay the March payroll Following further discussions with ABC, the Board
concluded that the Company was Insclvent as it was also unable to pay its creditors as and
when they fell due

In the circumnstances, a pre-pack sale out of Admmistration appeared to be the best way
forward as 1t could result in a going concern sale of the Company’s business and assets, ensure
continuity of trade which would maximise realisattons from debtors, discharge the debt to the
Bank within a short time-scale and would mimimise claims If employees were transferred to a
new purchaser

On 31 March 2014, a notice of intention {“NOI") to appoint Joint Administrators under
paragraph 22 of Schedule B1 of the Act was filed at the High Court The NOI provided an
interim moratonum which provided protection for the Company from creditor actions and
potential enforcement proceedings

The Company's bankers, Lloyds TSB Bank Plc (“the Bank”} hold a debenture dated 7 June 2010,
providing fixed and floating charges over the Company’s assets In addition RBS Invoice Finance
Limited and Lloyds TSB Commercial Finance Limited also hold debentures dated 30 January
2009 and 26 July 2010 respectively Other debenture holders were Stephen John Blythe & Paul
Joseph Gill and Christopher George Smith (dated 21 March 2013) and Bibby Financial Services
Limited (dated 26 March 2014) Accordingly, the Directors were required to give the debenture
holders five days’ notice of their intention to appoint Jomnt Administrators

Following the decision to file a NOI, Edward Symmons LLP, a national firm of plant & machinery
agents were appointed to vaiue the business and assets and to commence an immediate
marketing strategy to highlight potential purchasers

Prior to the commencement of the Admunistration, Antony Batty & Company LLP acted as
advisors to the Board as a whole acting on behalf of the Company No advice was given to the
individual Directors regarding the impact of the nsolvency of the Company on their personal
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financial affairs Whilst not formally in office at that time, ABC was still required to act in its
dealings with the Company in accordance with the Insolvency Code of Ethics

On 11 April 2014, the Notice of Appointment of an Administrator was filed at Court and the
Jomnt Admunistrators were duly appointed by the Directors as Joint Admrinistrators and took over
from the Board responsibility for the management of the affairs, business and property of the
Company At this point, the Company was formally in Admimstration and a full moratorium was
In place

The appointment permitted the Joint Administrators to take any actions required either |ointly
or alone and Antony batty has been the Administrator primarily involved in dealing with the
Company's affairs

OBIJECTIVES OF THE ADMINISTRATION AND THE JOINT ADMINISTRATORS' STRATEGY
FOR ACHIEVING THEM

The Joint Administrators of the Company are officers of the Court, and must perform their
duties In the interests of the creditors as a whole in order to achieve the purpose of an
Adminustration, which 1s to achieve one of the three objectives set out in the insolvency
legislation, namely to

{a) Rescue the Company as a going concern, which would keep the existing corporate entity
intact, or

(b} Achieve a better result for the Company’s creditors’ as a whole than would be lkely tf the
Company were wound up (without first being in Administration}, where the first objective
15 not reasonably practicable or where this objective would be clearly better for creditors
as a whole This objective would normally envisage a sale of the Company’s business and
assets on a gomg concern basis or a more orderly reahsation process than in a
liquidation, or

{¢} Realise property in order to make a distribution to one or more secured or preferential
creditors’, where the first two objectives are not reasonably practicable

Objective {a) could not be achieved as no purchaser could be found for the shares of the
Company and the nature of the Company’s trading and 1ts financial circumstances meant that a
further Company Voluntary Arrangement was not appropriate nor was a variation of the existing
CVA possible Due to the significant habilities, a major restructuring of the creditors would have
been required There was msuffictent creditor interest and funds available with which to carry
out this process

As a result, the Joint Administrators sought to achieve objectives (b) and (¢} for the Company,
and will achieve this through the pre pack sale of the business and assets as a going concern

The insolvency legislation has set a 12 month maximum duration for Administrations, unless the
duration i1s extended by the Court or the creditors If the Joint Administrators are unable to
complete the Administration of the Company within 12 months then they will either apply to
the Court, or hold a meeting of creditors, in order to seek approval to extending the duration of
the Administration

ACTIONS TAKEN BY THE JOINT ADMINISTRATORS FOLLOWING APPOINTMENT
Pre-appointment Considerations

Whilst It was apparent that objective (a) of Administration was unlikely to be achieved, the Joint
Administrators were confident that objectives {b) and (c) could be achieved
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The Joint Admunistrators decided that it would not be possible to continue the business of the
Company and that an immediate sale of the Company's business and assets was the best way to
achieve the objective of the Administration as the Company had no initial sources of funding,
neither the Bank or Bibby were willing to provide any additional monies and the possibility of
obtaining other external funding seemed remote

A sale as a gotng concern clearly mmnimises the loss to creditors, the alternative would have been
for the Company to have immediately ceased trading and for its assets to have been sold by
auction

Given the nature of the sale, “SIP 16", regarding pre-packaged sales in Administrations Is
applicable Below are our detailed disclosures regarding the sale which complies with this SIP

A number of options were onginally discussed with the directors, including Administration,
Liguidation and varying the existing Company Voluntary Arrangement ("CVA")

It was considered that Liquidation was not appropriate because 1t would prevent the sale of the
business and its assets as a gomng concern, thereby resulting tn a much lower value being
obtamed for the business and therefore a lower potential return to the creditors as a whole

Since the Company was subject to a CVA which had been i place for under 12 months, a
variation to the CVA was also discounted as the required funding was not avallable The
Directors adwised that they had made significant efforts to obtain extended credit terms and to
obtain new business or funding whilst minimising overheads However they had been unable to
affect a turnaround of the business or improve its cash flow

It was clear that the Company could not be traded by Admimstrators, stock levels were
significantly depleted and no funding was avarlable to cover the costs of trading such as salaries,
rent, rates and uttlities

As stated above, Lloyds TSB Bank PLC, Lloyds TSB Commercial Finance Limited, Stephen John
Blythe & Paul Joseph Gill and Chrnistopher George Smith and Bibby Commercial Finance Limited
who all hold fixed and Floating charge over the assets of the Company were approached with
regard to the appointment of Administrators in order to deal with the Company’s insolvent

position and they were notified of the impending Administration following the filing of the NOI
It 15 envisaged that the Bank will be repaid in full

Valuation and Marketing of the business and assets

As noted above, Edward Symmons LLP ("ES"} of 2 Southwark Street, London SE1 1TQ were
instructed to conduct a valuation of the business and assets with a view to its sale and
formulating a strategy to maximise the realisable value, through an insolvency procedure ES are
one of the largest commercial firms of valuers in the UK and are a panel valuer to most of the
UK Banks ES have confirmed their independence from the Company and ABC

In order to maximise the realisable value of the Company's assets, they commenced an
immediate marketing strategy to highhght potential purchasers who would be prepared to buy
the business and 1ts assets as a going concern ES sent out a direct circulation to parttes who
were 1dentified as potentially interested parties in the business and certain applicants on thetr
database registered as being interested in PCB manufacturers Details of the business were also
placed on the sale section of thewr website

Four parties requested non-disclosure agreements, one of which signed Meetings and
discussions then commenced with two interested parties Consequently two offers were
recewved for the business, one of which was from a new campany which the existing Directors
are believed to have an interest in

Details of the pre-pack sale

Following the Jomnt Admintstrators’ appointment, we reviewed the marketing which had been
undertaken by ES and the offers receved




The offers received by ES for the business and assets provided for a muumum consideration of
£60,000 and £75,000 respectively The party making the lower offer withdrew their offer due
to the nisk of assuming employee obligations under TUPE, the cost of making all staff redundant
was estimated at around £490,000

The higher offer, which was from a newly formed company, South Wessex Group Limited
{(“SWG") therefore, became the only offer Although the offer for the tangible assets was at the
lower end of their valuation, ES recommended that the offer be accepted because It was
significantly better than would be achieved i the event of a closedown and piecemeal sale SWG

were also willing to take on all the employees and the associated TUPE lhability, which tincluded
the outstanding March payroll

Given the strong recommendation from ES to accept the offer and the bnef period of time
available the Jomnt Administrators did not deem 1t necessary to seek the views of major
creditors

In summary the offer was

Plant & equipment £60,000

Stock £15,000 plus 50% of the cost price of stock used 1n the next 12
months, up to a maximum of £85,000

Goodwill 1% of sales invoiced for the period to 31 March 2015

The offer was therefore for a mimimum of £75,000 but could be substantially more, depending
on the amount of stock, which 15 used and the turnover which 1s achieved

In addition SWG agreed to buy the equity in the debtors’ ledger for £20,000 Before costs and
bad debts the actual equity tn the ledger {Gross debts less amounts advanced by Bibby} was
approximately £45,000 After collection costs and known bad debts, ES adwised that a
guaranteed sum of £20,000 should be accepted

The consideration 15 payable as

£20,000 on completion

£20,000 by 10 May 2012

£20,000 by 31 May 2012

£20,000 by 10 June 2014

£15,000 as a final payment on 10 July 2014

* & & * 9

Title tn the assets has been retained until payment in full has been received and SWG has
granted a debenture 1in support of this

SWG were given an informal license to trade the business pending completion of the legal

formalities The Contract has an effective date of 1 April being the day following the filing of the
NOI

SWG have also been granted a licence to occupy the existing premises at their cost, the lease
expired in March 2014 and we understand SWG intend to relocate the business in the near
future Accordingly the lease had no value

The going concern sale was clearly the most beneficial strategy that could have been followed,
not only has it enabled a greater value to be realised from the busmess and assets, It also
enabled the employees to be retained in employment and prevented any claims for wage arrears
and holiday pay crystallising, estimated at £490,000

All the required aspects to enable completion were discussed between Franas Wilks and Jones
Solicitars, acting for the Joint Administrators and SWG
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The transaction to sell the business and assets completed on 24 April 2014

The purchaser, South Wessex Group Limited's, statutory details are as follows registered
company number 08391989, registered office 57-58 Russell Square, London, WC1B 4HS and
the directors and shareholders are as follows

Directors Shareholders

Stephen John Blythe Michael Roger Morley-Smith

Michael Roger Morley-Smith

Chnstopher George Smuth

SJ Blythe and CG Smith are clearly connected parties, as they are directors of both the Company
and SWG Michael Morley-Smith 1s a consultant of Beer & Young Limited It 1s unclear what, 1f
any equity nterest, SJ Blythe and CG Smith have in SWG

We are not aware that SWG has been granted any facilities by Lloyds TSB Bank Plc

As noted above the consideration for the business and assets I1s a minimum of £75,000 The
allocation and apportionment of the sale proceeds i1s detailed below

Market Valuation Going Concern Sale Consideration
£ Valuation — In situ £
£

Leasehold Property Nil Nil Nil
Plant and Equtpment 55,000 150,000 55,000
Office Furniture & 3,500 10,500 3,500
Equipment
Stock 13,500 90,000 15,000 - £100,000
Moaotor Vehicles 1,600 2,600 1.500
Total 73,600 253,100 75,000 +

The Goodwill payment of 1% of turnover i1s excluded from the above
The sale I1s not part of a wider transaction

There are no options, buy-back arrangements or similar conditions attached to the contract of

sale In hight of the immediate transfer of the sale proceeds a debenture over SWG has been
obtained

it 1s understood that Bibby have agreed to finance the new Company

In addition to the sale consideration, the purchaser is also to pay a licence fee in respect of a
short term licence to occupy the property whilst a new lease 1s secured on a different site

Conclusion

In summary, a pre-pack sale out of Administration appeared to be the best way forward as It
has resulted in the best realisation of the Company's goodwill and assets In addition, 1t
provided continuity of trade as far as the Company’s customers were concerned, which should
help to discharge the debt to the Bank in a short time-scale and 1t enabled the statutory
purpose of the Administration to be achieved

DIRECTORS' ESTIMATED STATEMENT OF AFFAIRS
The Joint Administrators have asked the directors to prepare a summary of the Company’s
estimated financial position as at 11 April 2014, 1n the form of a Statement of Affairs, but they
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have not yet prepared it We understand that the reason for the delay 1s due to the directors
concentrating of finalising the sale to SWG

The Directors have however prepared an estimate of the financtal position of the company as at
11 April 2014 from the records of the Company, and that 1s attached at appendix 1l, together
with a list of names and addresses of all known creditors, and the amounts of their debts

Please note the following

e The estimated financial position 15 the Directors estimate of the Company's financial
position as at 11 April 2014

¢ The estimated financial position does not provide for the costs of realisation or the costs
of the Administration (including agents’, legal and professional fees)

»  The Joint Administrators have not carried out an audit on the information contained 1n
the estimated fAnanctal position

A list of all known creditors and the amounts shown as due to them n the Company’s records 1s
included at Appendix IV Inclusion in the list does not constitute admission that there is now, or
has been i the past, any legal liability to make payment of the whole or any part of the amounts
shown Omission from the list does not preclude admission of any bona fide debt of the Company

JOINT ADMINISTRATORS' COMMENTS ON THE ESTIMATED STATEMENT OF AFFAIRS
The Joint Admunistrators’ would comment regarding the estimated financial position as follows

ASSETS
Sale of Business and Assets

As discussed above, a pre-pack sale of the business and assets was completed on 24 Apnl 2014
to SWG for a minimum consideration of £75,000

Leasehold Property

The Company's lease expired in March 2014, although the Company remains in occupation
under the existing terms SWG have been granted a licence by the Company to occupy the
premises for a short pertod

Book Debts

At the date of Administration, the Company’s sales ledger showed an estimated realisable value
of £345,338 This sum mcluded sales of £46,619 from 1 April 2014 made by SWG under 1ts
Licence to trade the business

The Company's book debts were subject to a factoring agreement with Bibby Financial Services
Limited who hold them as secunty in respect of therr lending As at 11 Apnl 2014, there 1s an
outstanding balance of £262,815 due to the Bibby

The directors’ estimated that bad debts totalled approximately £22,532 and that after the costs

of collecting the Ledger, estimated to be in the region of 10%, that £10,000 would be
realisable

ES adwised the Administrators to accept an offer of £20,000 from SWG for the Book debts This
compares to the estimate of £10,000 detaled above and shown in the directors’ estimated
financial position

Chattel Assets
The Company's chattel assets were valued by Edward Symmons LLP Details of the sale of

assets are given In section 4 3 above

The following are assets subject to finance These are included in the sale
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Market Value as a Market Value for
whole in1ts working removal {4 week
place disposal period)
£ £
Assets subject to leases 203,400 140,500
Less estimated outstanding balance (243,497) {243,497)
due to Close Brothers
Equity/(Shortfall to Close Brothers) {40,087) {102,997)
Stock

By the date of appointment, the Company's stocks were significantly depleted with most major
stock lines having sold out

A number of supphers are claiming Retention of Title over their stocks which did remain SWG
have agreed to return any stock where suppliers have validly retained title

As noted above, stock was sold to SWG for £15,000 plus 50% of the cost price of any stocks
utihsed during the next 12 months subject to a maximum further payment of £85,000

Goodwill

The Company's accounts showed no entry for Goodwill However for the purposes of the sale
consideration, Goodwill has been agreed at 1% of sales invoiced for the period to 31 March
2015 Based on SWG's sales forecasts it Is currently estimated that Goodwill of £28,000 will be
payable under the terms of the contract The Joint Administrators will advise creditors regarding
the final calculation of the Goodwtll figure 1n later reports

Cash at Bank
There 1s no cash at bank

LIABILITIES

There are a number of different classes of creditors in insolvency matters These include

Secured Creditors are creditors who hold fixed and or floating charge debenture security,
secured creditors are pad in priority to other creditors, subject to preferential creditors and
unsecured creditors under the prescribed part

Preferential creditors comprise employees’ claims for holiday pay and some arrears of wages
Preferential creditors are paid in prionty to the prescribed part, floating chargeholders and
unsecured creditors

Unsecured creditors rank behind secured and preferenbial creditors Unsecured creditors receive
the surplus from net realisations after secured and preferential creditors and any payment which
1s made under the prescribed part

Secured Creditors

Lloyds TSB Bank Plc Lloyds TSB Commercial Finance Limited, Stephen John Blythe & Paul
Joseph Gill and Christopher George Smith and Bibby Financial Services Limited hold fixed and
floating charges dated 7 June 2010, 26 July 2010, 21 March 2013 and 26 March 2014
respectively The following balances are owed

Lloyds TSB Bank PLC - £46,226

Lloyds TSB Commercial Finance Limited — Satisfted

Stephen John Blyth, Paul Joseph Gill, Christopher George Smith - £35,000
Bibby Financial Services Limited - £262,815

The Bank holds a fixed charge over the Goodwill of the Company and will receive a distribution
in due course, which Is currently esttmated at £28,000 The Bank also holds a floating charge
over the remaining assets of the Company and will again recewve a distribution in due course
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In additton we understand that the directors of the Company have personally guaranteed the
Bank's lending

Preferential creditors
The only known preferential creditors are former employees of the Company for unpaid wages
and holiday pay These claims are subject to a maximum limit set by the insolvency legislation

Employees have been transferred under TUPE regulations to SWG therefore there are no
anticipated preferential clatms

Prescribed Part

There are prowisions of the insolvency legislation that require an Administrator to set aside a
percentage of a Company's assets for the benefit of the unsecured creditors In cases where the
Company gave a “floating charge” over 1ts assets to a lender on or after 15 September 2003

This 1s known as the “prescribed part of the net property " A Company’s net property Is that
left after paying the preferential creditors and the costs of the Administration, but before
paying the lender who holds a floating charge An Administrator has to set aside

e 50% of the frst £10,000 of the net property, and
20% of the remaining net property up to a maximum of £600,000

The Company gave a fixed and floating charge to Lloyds TSB Bank Plc on 7 June 2010 The
estimate of the financial position of the Company shows that the net property of the Company
1Is £85,000, and the Joint Administrators estimate that the prescribed part of the net property
for unsecured creditors might be £18,000 However, these estimates do not take into account
the costs of the Admimistratton which will reduce the amount of the Company's net property

Unsecured Creditors

Based on the Directors’ estimated financial position, unsecured creditors are estimated to total
£415,435 from eighty two creditors

To date, the Joint Administrators have not yet received any claims from unsecured creditors

Based on current information, the Joint Admenistrators anticipate that there will be funds to
make a distribution to creditors, although at present they are unable to indicate the lhkely
dividend

Some of the unsecured creditors are ROT creditors, although the total amount 15 yet to be
ascertained

In add:tion, there are also unsecured liabilities which were included in the CVA proposals and the
joint Administraters understand that these are in the region of £2,009,000 The details of the
CVA are attached as an Appendix

JOINT ADMINISTRATORS' RECEIPTS AND PAYMENTS

A summary of the Joint Administrators’ receipts and payments relating to the Company for the
pertod from when 1t entered Admistration, 11 Apnil 2014 to 28 Apnl 2014 is enclosed at
Appendix VAt this stage, no realisations or costs have been recewed or patd, Completion
monies are currently held by Francis Wilks & Jones Solicitors

Future costs and realisations detalled on the receipts and payments account will be shown net
of VAT

The following agents or professional advisors have been utilised in this matter
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Professional Advisor Nature of Wark Fee Arrangement

Edward Symmons LLP Valuers/Auctioneers Time Costs

Francis Wilks & Jones Solicttors Time Costs

Edward Symmons LLP are a firm of valuers and auctioneers experienced in providing valuations
and adwvice on the sale of assets In msolvency situaoons The firm 1S a member of the Royal
Institution of Chartered Surveyors Their fee was based on thewr time costs in respect of their
work In valuing and advertising the equipment, motor vehicles and stock ! have yet to recewe an
imvoice from them, we estimate there fee will be around £5-7,000

Francis Wilks & Jones are firm of solicitors experienced tn providing advice In insolvency
situations Their fee was based on their otme costs 1n respect of dealing with the agreement for
the sale and purchase of the business to South Wessex Group Limited | have yet to receive an
invoice from them, we estimate therr fee will be around £5,600

The choice of professionals was based on the Jomt Admunistrators’ perception of their
experience and ability to perform this type of work, the complexity and nature of the
assignment and the basis of the agreed fee arrangement with them The fee arrangement
charged has been rewiewed and the Joint Administrators are satisfied that they are reasonable in
the circumstances of this case

JOINT ADMINISTRATORS' REMUNERATION & EXPENSES

Joint Administrators’ Time Costs
The basis of the Joint Admnistrators’ remuneration and payment of category 2 expenses will be

agreed by any creditors’ committee appointed at the creditors’ meeting to be held on 20 May
2014

If no crediters’ committee 1s appomnted, then the approval of the Joint Admunistrators’
remuneration on a ttme cost basis, by reference to time properly given by them and their staff in
attending to matters ansing In the Admunistration, and payment of category 2 expenses will

form part of these proposals Category 1 expenses are payable without approval from
creditors’

For the period to 26 April 2014, time costs amount to £13,512 representing over thirty seven
hours' work, at an average charge out rate of £357

The Joint Administrators have not yet drawn any fees In respect of their remuneration

Appendix VI contains further information about time spent on the Administration and has been
categorised into the following heading
»  Admunistration and Planning includes case planning, administrative set-up, appotntment

notification, statutory reporting, compliance, cashiering, accounting and administrative
functions

« Realisation of Assets mcludes identifying, securing, insuring assets, retention of title
1Issues, debt collectton, property, business and asset sales

s Investigations Includes reporting on the conduct of directors, nvestigating antecedent
transactions and any other investigations that may be deemed appropriate

e Trading includes planning, strategy, trading accounting, managing operations on site,
corresponding with suppliers and customers, and on-going employee matters
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s Creditors mncludes creditor set up, communication and meetings, reviewing and agreeing
preferenttal and unsecured claims, corresponding with secured creditors’, reviewing and
obtaining adwvice in relation to secunity granted by the Company

For the pertod of this report, the ttme spent on this matter has predominantly been spent on
negotiating and overseeing the sale of the business and assets as detalled above Further time
has been spent on dealing with ROT and creditors’ queries and on the initial set up and |
statutory tasks of the Administration

A summary of the Joint Administrators’ expenses to the date of this report 1s given at Appendix
vl

A Gude to Admimstrators’ fees may be found at the following website

http //www antonybatty com/rescurce The Joint Admimistrators would also be pleased to send |
you a copy by e-mail or post on request Details of current charge out rates and disbursements

policy are given at Appendix VIl Please note that our charge out rates increased on 1 April

2012

Pre-administration Costs

In accordance with Rule 2 33({2B) of the Insolvency Rules 1986, the loint Administrators have
incurred pre-admunistration costs and make the following statements

The pre-appamtment time costs mncurred in relation to the appointment and pre-packaged sale
detatled above in the period 26 March 2014 to 10 Apnl 2014 was £7,107, all of which related

solely to the appointment of the Joint Administrators and achieving the purpose of the
Administration

These pre-appamtment ttme costs were charged on a time cost basis and expenses thcurred
subject to the members of the Company instructing us to assist them in placing the Company
into administration on 31 March 2014 They agreed that we should be paid our pre-
appointment fees and expenses

The Joint Adminsstrators enclose a detailed analysis of the pre-appointment costs Please note
thar the Joint Administrators are only seeking to recover the costs which relate to the
appointment and purpose of the Administration as an expense of the Admimistration

These costs relate to the meetings of advice and telephone calls held with the directors
regarding the best course of action to be taken with the business and assets, case planning,
administrative setup and the formahties of the Joint Administrators’ appointment along with
dealing with the pre- pack sale and filing the necessary documents at Court

In addition to our time costs, Francis Jones & Wilkes LLP and ES have incurred costs prior to the

Admunistration in order to achieve the pre-packaged sale of the business and assets on a going
cencern basis

By its nature, this work had to be carried out prior to the appointment and allowed the
Company’s assets to be protected and to maximise realisations

A summary of the Joint Administrators’ pre-appointment expenses to the date of this report 1s
given at Appendix VI These expenses are currently outstanding

The Joint Admurustrators state that the payment of un-paid pre-administration costs 1S an
expense of the administration and 15

(1} Subject to approvai under Rule 2 67A, and
(1) Not part of the proposals subject to approval under paragraph 53

To the best of the Joint Adrministrators’ knowledge, no other fees were charged by any other
person qualified to act as an insolvency practitioner |
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If a committee 1s appointed at the meeting of creditors, the Joint Admimistrators wilt initially
seek approval from the committee for payment of the pre-appointment fees and expenses If
the committee does not approve those fees, or It approves the fees at a level that Jomnt

Administrators feel 1s insufficient, they may seek approval from a further meeting of creditors or
farling that, from the Court

IF a commuttee 1s not appointed, then since the pre-appointment fees and expenses have not yet
been paid, they cannot be approved within these proposals, the Joint Administrators will be
seeking a separate resolution to approve them at the meeting of creditors

PROPOSED FUTURE ACTIONS OF THE JOINT ADMINISTRATORS TO ACHIEVE THE
OBJECTIVE OF THE ADMINISTRATION

In order to achieve the objective of the Adminustration of the Company, the Joint Administrators
have the sold the business and assets by way of a pre-pack sale

They will collect the deferred consideration due to the Company and assist SWG in the transition
period

It 1s anticipated that the secured creditors, Lloyds TSB Bank PLC and Bibby Financial Services
Limited will be paid in full However, it 1s too early to predict the quantum of a dividend to the
unsecured creditors

FURTHER INFORMATION FOR CREDITORS'

Investigations

The Joint Admimistrators are required to submit a report to the Department for Busmess,
Innovation and Skills concerning the conduct of those who have been directors of the Company
at any bme Iin the three years preceding the Administration The Joint Administrators are also
required to investigate the affawrs of the Company in general in order to consider whether any
cwil proceedings should be taken on its behalf

Whilst the conduct of this report and any other investigations are confidential, the Jomt
Administrators ask creditors’ to provide them with any information they consider may be
relevant This 1s a standard part of the duties of the Joint Admuinistrators and does not imply any
criocism of the directors

Connected Party Transaction

The Joint Administrators are not aware of any transaction {other than in the ordinary course of
business) between the Company and connected companies, the directors or associates in the
year prior to the Adminsstration Should creditors have any information regarding such
transachtions, they are requested to forward full details in wrniting

EC Regulation on Insolvency Proceedings

The Joint Administrators consider that the EC Regulation on Insolvency Proceedings apply to the
Administration of the Company They also consider that they are “man” proceedings since the
Company's registered office and trading address are in the United Kingdom

Third Party Assets
Should any creditor believe that they own assets that may have been in the Company's
possession, they should contact the Joint Administrators’ office as soon as possible

JOINT ADMINISTRATORS® PROPOSALS
In order to achieve the objective set out in section 3, the Jont Administrators make the

following proposals to creditors, which will be considered at the meeting to be held on 20 May
2014




()

{®)

{c)

(d)

(€}

(f)

The Jomt Admunistrators continue to manage the business, affairs and property of the
Company in order to achieve the purpose of the Admimistration In particular that the Joint
Administrators

() Collect the sale consideration due under the terms of the sale contract

(i) Realise the Company’s remaining assets at such time{s) on such terms as they
consider appropriate and collect the Company’s book debts,

(m} Sell any remaining assets at such ome(s) on such terms as they consider
appropriate,

(wv) Investigate and, |f appropriate, pursue any claims that the Company may have
against any person, firm or company whether in contract or atherwise, including any
officer or former officer of the Company or any person, firm or company which
supphes or has supplied goods or services to the Company, and

(v} Do all such things and generally exercise all their powers as Administrators as they
in their discretion consider desirable or expedient in order to achieve the objective
of the Admimistration or protect and preserve the assets of the Company or
maximise the realisattons of those assets, or of any purpose mcidental te these
proposals

If 1t appears likely that there will be suffictent assets to distribute to unsecured creditors,
the Company should proceed into Creditor's Voluntary Liquidation and the Joint
Administrators propese that they would be appointed Joint Liguidators’ and that all acts
of the Joint Liquidators’ may be taken jointly or alone Creditors’ may nomtnate a different
person as the proposed hquidator provided that any such nomunation 15 recewved before
the proposals are approved

If there are no assets for distributton to unsecured creditors, the Adminustration of the
Company will end by filing a notice of dissolution with the Registrar of Companies The
Company will then automatically be dissolved by the Registrar of Companies three months
after the notice 1s registered

A creditors’ committee shall be formed if three or more creditors {up to a maximum of 3)
require this and are willing to serve on it

If no creditors’ committee s appointed, the Joint Administrators propose that they be
remunerated on a time cost basis, by reference to ttime properly given by them and their
staff Iin attending to matters arnsing in the Administration

If no creditors’ committee 15 appointed, the Joint Administrators propose that therr
category 2 expenses be approved in accordance with the disbursements policy at Appendix
V1], (rates may vary from time to time)

The Joint Administrators also propose by way of a separate resolution that

1

If no Creditars’ Commiuttee is formed, then the Joint Administrators propose that they be
remunerated on the basis of their hourly costs at scale rates calculated on time properly
spent prior to the actual appointment of Administrators and that the Joint
Administrators shall draw this remuneration on account as and when funds permit from
the assets of the Company

If no Creditors’ Committee 1s formed, then the Joint Administrators propose that the
pre-Administration costs of Francis Jones & Wilks LLP and Edward Symmons be paid as
and when funds permit from the assets of the Company




S ou require any further information please contact Chve Fartis

W A Batty
Joint Administrator
Dated 30 April 2014




HANSATECH EMS LTD - IN ADMINISTRATION

STATUTORY INFORMATION

Company Number

Date of Incorporation
Trading Name

Previous Registered Names
Registered Office
Formerly

Former Trading Address

Principle business activity

Directors

Name
Stephen John Blythe
Paul Joseph Gill

Christopher George Smith

Company Secretary
Name

Lester Aldndge Company
Secretarial Limited

Issued Share Capital

Shareholders
Name

Hansatech Holdings Limited

Chargeholder(s)
Name

Lloyds TSB Bank PLC
Lioyds TSB Commercial
Finance Limited

Stephen Hohn Blythe, Paul
Joseph Gill and Christopher
George Smith

Bibby Financial Services
Limtted (as security
Trustee)

03455123

24 October 1997
N/A

N/A

APPENDIX |

3 Field Court, Gray’s Inn, London, WC1R 5EF

N/A

Turnkey House, Benson Road, Nuffield Industrial Estate, Poole,

Dorset BH17 ORY

Manufacture of electonic components

Appointed
30/01/2009
30/01/2009

30/01/2009

Appointed
1 May 2009

2 ordinary shares of £1 each

Ordinary Shares
2

Type of Charge

Debenture
Debenture

Debenture containing
Fixed and Floating Charge

Debenture

Resigned

Restgned

Percentage
100%

Date of Charge
07/06/2010
26/07 2010

21/03/2013

29/03/2014




APPENDIX I

HANSATECH EMS LTD - IN ADMINISTRATION

DETAILS OF THE JOINT ADMINISTRATORS' APPOINTMENT

Name and address of Admimstrators

Date of Appomtment

Court

Court reference

Person(s) making appomntment

Acts of Administrators

Willam Antony Batty & Stephen John Evans of 3
Field Court, Gray's Inn London, WC1R 5EF

11 April 2014

High Court of Justice

2515 of 2014

Chnistopher George Smith on behalf of the Board
The Joint Administrators acts as officers of the Court
and agent for the Company without personal
habiity All of the Ffunctions of the Joint

Administrators’ of the Company are to be exercised
by any or all of the Administrators




Insolvency Act 1986

Hansatech Ems Limited
Estimated Statement Of Affairs as at 11 April 2014

Book Value Estimated to Realise
£ £ £

ASSETS
Goodwill 28,000 Q0
Lloyds TSB Bank Plc (46,225 00)
Deficiency cid (18,225 00)
Book debts 345,338 00 272,815 00
Bibby Financial Services Limited {262,815 00)
Surplus c/d 10,000 00
Assets subject to finance 287,018 00 203,400 00
Close Asset Finance (243,497 00)
Deficiency cfd (40,097 00)
Directors' Secured Loans (35,000 00)
Deficiency c/d {35,000 00)
Short Leasehold 100 NIL
Plant & Machinery 55,000 00
Furniture & Equipment 15,200 00 3,500 00
Motor Vehicles 4,000 00 1,500 00
Stock 496,278 00 15,000 00
Hansatech Holdings Limited 232,902 G0 NIL
Payments in Advance 70,000 00 NIL
Surplus b/d 10,000 00

85,000 00
LIABILITIES
PREFERENTIAL CREDITORS -

NIL
85,000 00

DEBTS SECURED BY FLOATING CHARGE PRE 15 SEPTEMBER 2003
OTHER PRE 15 SEPTEMBER 2003 FLOATING CHARGE CREDITORS

NIL
85,000 00
Estimated prescnbed part of net property where applicable (to carry forward) 18,000 00
67,000 00
DEBTS SECURED BY FLOATING CHARGE POST 15 SEPTEMBER 2003
Deficiency b/d 53,225 00
53,225 00
13,775 00
Estimated prescnbed part of net property where apphcable (brought down) 18,000 Q0
3177500

Page 1 of 2 30 Apnl 2014 1313




Insolvency Act 1986

Hansatech Ems Limited
Estimated Statement Of Affairs as at 11 Apnl 2014

Book Value Estimated to Realise
£ £ £
Unsecured non-preferential claims (excluding any shorifall to floating charge holders)
Deficiency b/d 40,097 00
Trade & Expense Creditors 234,279 36
HM Revenue & Customs - PAYE \ NIC 156,155 33
HM Revenue & Customs - VAT 60,738 00
CVA liabilites 2,009,000 00
2,500,270 69
Estimated deficiency/surplus as regards non-preferential creditors
{excluding any shortfall in respect of F C's post 14 September 2003) (2,468,495 69)
(2,468,495 69)
Issued and called up capital
Ordinary Shareholders 200
200
TOTAL SURPLUS/({DEFICIENCY) {2,468,497 69)

Page 2 of 2

30 April 2014 1313
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Hansatech Ems Limited

{In Administration)

Joint Administrators' Abstract Of Receipts And Payments

RECEIPTS

Goodwill

Book debts

Assets subject to finance
Short Leasehold

Plant & Machinery
Furniture & Equipment
Motor Vehicles

Stock

Hansatech Holdings Limited
Payments in Advance

PAYMENTS

Lloyds TSB Bank Plc

Bibby Financial Services Limited
Close Asset Finance

Directors' Secured Loans

Trade & Expense Creditors

HM Revenue & Customs - PAYE\ NIC
HM Revenue & Customs - VAT

CVA liabilites

Ordinary Sharehoiders

Net Receipts/{Payments)

MADE UP AS FOLLOWS

Page 1 of 1

To 30 April 2014

Statement Total {£)
of Affairs (£)

28,000 00 000
272,815 00 0 00
203,400 00 000

NIL 000

55,000 00 000

3,500 00 0 00
1,500 00 000
15,000 00 000
NIL 000

NIL 000

000

(46,225 00) 000
(262,815 00) 000
(243,497 00) 000
(35,000 00) 000
(234,279 36) 000
(156,155 33) 0 00
(60,739 00) 000
(2,008,000 00) 000
(2 00) 000

000

000

000

IPS SQL Ver 504

Willlam Antony Batty
Joint Administrator

vJ

30 April 2014 13 14
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HANSA Hansatech Ems Limited 30 Apnil 2014
SIP 9 - Time & Cost Summary
Penod 11/04/14 26/04/14
Time Summary
Hours
Other Senior Assistants & Average hourly
Classtfication of work functron Partner Manager Professionals Support Staff Total Hours Time Cost (£) rate (£)
Admimvstration & planning 190 520 coo 000 710 2,29210 32283
Investgations 000 000 000 000 000 000 000
Reaiisations of assets 18 40 040 000 000 18 B0 7.459 60 38679
Trading 000 000 0G0 000 000 000 000
Creditors 240 950 000 000 1180 3,760 10 31597
Case specific matters 000 000 000 000 000 000 000
Pre Jan 2003 Time 000 000 000 000 000 000 006
Total Hours 2270 1510 000 000 3780 13,511 80 357 46
Total Fees Clarmed 000
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HANSA Hansatech Ems Limited 30 Apnl 2014

SIP 9 - Time & Cost Summary

Perod 26/03/114 11/04/14

Time Summary

Hours

Classification of work functioh Partner Manager gggi;?::{s gz;':;anng’tj‘ﬁ Total Hours Time Cost {£) g\;:rzge hourly
Administration & ptanning 1410 440 000 040 18 50 7.047 80 380 97
Inveshgations 000 000 Qo0 0 00 0 Q0 000 008
Realisations of assets 000 000 000 000 000 o oo 009
Trading 000 000 00 000 000 000 G 00
Creditors 000 020 Q00 000 020 58 00 295 00
Case specific matters 000 000 000 000 coo Q00 000
Pre Jan 2003 Time 000 000 000 000 000 000 000
Total Hours 1410 460 000 000 1870 7,106 90 380 05
Total Fees Claimed 000




HANSATECH EMS LTD - IN ADMINISTRATION

SUMMARY OF JOINT ADMINISTRATORS’ EXPENSES

Photocopying
Statutory advertising
Faxes

Postage

SUMMARY OF PRE-ADMINISTRATION EXPENSES

Court fthng

Comparnies House search
Photocopying

Postage

APPENDIX VI

Category 1 Category 2
£27
£65
£1
£45
£65 £73
Category 1 Category 2
£35
£10
£45 Nil




APPENDIX VII

Antony Batty & Company LLP '
Time Costs — Charge out rates per hour and disbursements policy
1 April 2013 - 31 March 2015

2013\15
Office Holder (e g Administrator) £399
Sentar Manager £335
Case Manager £295
Senior Admmiscrator £235
Administrator £145
Junior Admintstrator £80

Please note that these rates may be increased from time to time Credttors will be notified of
changes n the annual report

Time 13 recorded In units of six minutes the minimum untt of time 15 therefore 6 minutes

Members of staff with the appropriate level of experience and authority have been and will be
used for the various aspects of work necessary in this assignment

Disbursement Policy

Please note that the liquidator's disbursements are charged out at the following rates -
Category 1 - represent recovery of necessarily incurred disbursements at the cost incurred
Sundry disbursements, such as advertising, where incurred appropriately, are recharged at
100% of the cost incurred

Insurance and bonding 1s recharged at 100% of the relevant charge to the office holder

Travel costs Excluding rmileage all travel costs are recharged at 100% of the cost incurred

VAT 15 charged as appropriate

Category 2
Photocopying 15p per sheet
Postage Royal Mall postage rates (Non-franked mail)
Faxes UK £1 per sheet
International £2 per sheet
Internal meeting room hire - £100 per hour, {mimimum 1 hour)
Storage £35 per box per annum
File set up, stationery & record retention £50 per folder
Companies House search £20 per case

Travel where the staff of Antony Batty & Company LLP use their own vehicles tn the course of
their duties in this matter, the mileage 1s recharged at 45p per mile

VAT 1s charged as appropriate




