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1. Glossary

Company strand Capital Limited (in special administration)

joint special Adam Henry Stephens and Henry Anthony Shinners of Smith & Williamson LLP and
administrators / JSAs / Virgil Harsham Levy of LA Business Recovery Limited

we

SIP Statement of Insolvency Practice (England & Wales)

Regulations The Investment Bank Special Administration Regulations 2011 as amended by The

Investment Bank {Amendment of Definition) and Special Administration
(Amendment) Regulations 2017

Rules The Investment Bank Special Administration (England and Wales) Rules 2011
1A86 Insolvency Act 1986
If preceded by S this denotes a section number
IR86 Insolvency Rules 1986
If preceded by R this denotes a rule number
CASS FCA “Client Assets Sourcebook™ rules
OWG Optima Worldwide Group Plc
FCA Financial Conduct Authority
FSCS Financial Services Compensation Scheme
TPR The Pensions Regulator
Sch B1 Schedule B1 to the Insolvency Act 1986 as amended by the Regulations

If preceded by P this denotes a paragraph number

SOA Statement of Affairs

HMRC HM Revenue & Customs

IFA Independent Financial Advisor

SIPP Self-invested Personal Pension

S&EWFS Smith & Williamson Financial Services Limited
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2.

2.1

Introduction

We, Adam Stephens and Henry Shinners, of Smith & Williamson LLP, 25 Mcorgate, London, EC2R 6AY and Virgil
Levy, of LA Business Recovery Limited, 1 Beasley Yard, 126 High Street, Uxbridge, Middlesex UB8 1)T, all being
licensed insolvency practitioners, were appointed joint special administrators of the Company on 17" May
2017.

This report provides an update on the progress in the special administration for the Company for the six month
period ending 16™ May 2018 this should be read in conjunction with the joint special administrators’ proposals
dated 6" July 2017 and the previous progress report dated 157 December 2017. Appendix | contains
information in respect of the Company and the jofnt special administratots that is required under the Rules.

Key points to note

This is the six maonthly progress report of the special administration of the Company,

Background

+ The joint special administrators have various objectives to perform, as set out in the Regulations. One of
these objectives, which we believe will be of particular interest to clients, is to ensure the return of client
assets as soon as is reasonably practicable. Our work is primarily focusing (not exclusively) en achieving
this.

+ The joint special administrators faced particular challenges on appointment in that there was no wholly
live business relating to the Company. This {s on the basis that access to the online trading platfarm was
not immediately forthcoming, little activity was being undertaken at the Company’s premises, and it had
no current employees.

¢ The joint special administrators’ proposals were approved by creditors and clients at a combined meeting
held on Friday 21 July 2017 and a resolution was passed to establish a creditors’ committee,

+  The first formal meeting of the creditors’ committee held on the 6" September 2017 approved the joint
special administrators remuneration in line with the resolutions outlined in the joint special
administrators’ propasals.

Current position

+ One of the key roles of the joint special administrators is the return of client assets as soon as is
reasonably practicable in accordance with the Regulations. This requires a reconciliation of the Company’s
records (both electronic and hard copy) identifying what evidence they show about the client assets held
and any discrepancies. Whilst certain aspects of the client assets have been straightforward to recoencile,
there have been several areas which have required additional work.

* The current position in respect of the client reconciliation is summarise below:

- The client custody assets position in respect of the OWG Series D Bonds has now been reconciled.
Clients will note that this was the only unreconciled holding of custody assets at the time of our last
progress report;

- Additional clients and client custody assets totalling 37,509,586 {(number of units} have been identified
by the joint special administrators in the period;

- There is a current client cash discrepancy of £121,175.73

- There remains an unreconciled balance in respect of the December 2016 coupan interest payment of
£491,836.24 (plus accruing interest on it) in respect of the OWG bonds.

OWG representatives have been in discussions during the period with the joint special administrators in

respect of the queries we have on their bonds and the interest payment. Whilst the bond position has

been resclved, communications continue in respect of the coupon interest payment.

» In light of the recent developments (post-dating the reporting period of this report), we believe the
client custody asset position is now reconciled. The joint special administrators will therefore shortly
be commencing the process of returning client custody assets to clients. Further details in respect of
this process can be found in sections 3.1.2 and 8.1.1 below,

Strand Capital Limited [in special administration} 3 "
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3.1.1

Meanings

+ For the purposes of this document, someone who is entitled to client money protection is referred to as a
client, together with those for whom the Company holds client assets. Someone who is not entitled to
participate in the client money pool or for whom no client assets are held is referred to as a Creditor.

e Creditors comprise supptiers of utilities and other services to the Company and are also known as
unsecured creditors.

= We understand that SIPP providers and Pension Trustees are the Company's clients, as distinct from the
underlying beneficial investors. We believe ISA holders are clients.

Progress of the special
administration

We summarise work under each of the objectives of the special administration.

Objective 1- To ensure the return of client assets as soon as reasonably
practicable

The joint special administrators’ have been made aware of a number of companies reaching out to underlying
clients, claiming that they are able to expedite the return of their assets. At this stage, it would be prudent to
inform you that this is unfortunately untrue. The return of client assets will only be facilitated at such time
that the joint special administrators have obtained the approval of the Courts through a formal distribution
plan process.

For the avoidance of doubt, once a definitive timeline to completion has been established, the joint speciat
administrators will ensure that all retevant parties are informed via the designated communication channels.

Overview of current client position

As at the date of appointment, according to the Company's own reconciliation, based on the last recanciliation
available (being the 22" March 2017) the Company had responsibility for 134,079,086 units in investments and
client maney of circa £12 million.

The special administration of the Company triggered a primary pooling event pursuant te CASS, which means
that all client monies are notionally pooled and will be distributed on a pro-rata basis to clients with
entitlements to client money in accordance with the CASS rules.

Following the re-establishment of access to the Company’s trading platform and the safeguarding of client
money and custody assets, due to the lack of available records, and on-going questions in respect of client
holdings, the joint special administrators undertook a verification of the working draft of the client money and
client custody asset reconciliation with SIPP providers, IFAs and Pension Trustees, to verify the underlying
clients’ individual holdings.

Strand Capital Limited (in special administration)

G



Through this verification of positions we were able to establish the following position. Please note for clarity
we have included an overview of the reconciliation as at the time of our previcus report, to highlight the
developments since then:

Description Investments (not Client

including cash} money

Units £

Investments/Cash (as per Company records) 134,078, 628. 601 £12,643,295.75
{Sub Tatal A)

Investments/Cash (reconciled as at 15/12/17) 133,531,600.601 £12,523,756.02

Difference in Position notified as at previous report
(15/42/17) (547,028.000) (£119,539.73)

Updates / Davelopments since previous reported position

OWG Series D Bonds
Transfer / Redemption of bonds adjustment {1,636,000) 1,636.00
{Amount to be -/+ to Sub Total A)

Additional client investments (not included in initial
records Company records) (Amount to be added to 37,509,586.000 .
Sub Total A)

investments/Cash

(as Company records should have recorded) 171,586,578.601 £12,644,931.75
(Total B)

investments/Cash (reconciled as at 15/12/17) 133,531,600.601 £12,523,756.02
Newly released QWG Series D Bonds 500,104.000

Additional identified OWG Series D Bonds 42,079.000 -
Reptacement QWG Series D Bonds 3,209.000 -
Additional client investments reconciled 37,509,586.000

Sub-total {C) 134,078,628.601 £12,523,756.02
Difference (B-C) B (E121,175.73)
Strand Management Fees - Due and Collectable “ £117,396.40
Overall difference - (£3,779.33)

Please note that the above schedule is an analysis of the total number of units held of each ¢lass of client
asset. lt is not an indication of the current value of any asset holdings and is not determinative of the guantum
of asset holdings that will be distributed through the special administration process.

Client custody asset position

As can be seen from the schedule, there have been a number of developments within the period.
Correspondence with OWG resulted in the release of an additional 500,104 (nominal value) bonds within the
OWG Series D bonds. This, in addition to the validation of certain bonds holtdings, brought the difference
between the Company's books and records and what OWG records as held down to an unreconciled balance of
4,845.00 {nominal value).

Following further correspondence with QWG at the start of May 2018, we were able to resolve the residual
discrepancies in respect of these bonds and can therefare confirm the Company's records now reconcile with
the OWG records.

Strand Capital Limited {in special administration) 5 ll



3.1.3

In addition to the known client custody assets (based on the records available} the joint special administrators
have been made aware during the period (and subsequently confirmed) additional client custody holdings, for
previously unknown clients of the Company. These custody assets are held with an additional custodian.

It is believed these clients and their holdings were recorded on a historic operating system used by the
Company and for reasons unknown at present were not migrated to the Company’s replacement operating
platform. Qur enquiries in to this system any other potential unknown clients and client asset holdings is still
ongoing, but at present (based on information received post the reporting period in question) we believe this
to be an isclated issue.

In light of these most recent developments (including those post-dating the reporting period), work has
commenced on finalising client custody assets statements, with the intention of issuing these to clients in
order to commence to process of agreeing client positions and returning client custody assets to
underlying clients of the Company. A brief overview of this process is set out in 8.1.1 and further
information wilt be released in due course.

Client cash position

The table provided in section 3.1.1 indicates a client cash discrepancy of £121,175.73 which relates to three
principal matters, they are as follows:

e £18,087.29 - Miscalculation of the final quarter 2016 management fees. These client balances will need to
be funded by the management fees due ta the Company for the period up to 22" March 2017, This
Company funding requirement will be resolved upon finalising client statements;

s £101,452,.44 - The records available to the joint special administrators indicate that only certain {i.e. not
all) clients who had invested in OWG bonds were allocated certain cash received from OWG for the
December 2016 coupon interest.

On advice, this treatment has been adjusted so that the cash received has been reallocated to OWG
bondholders an a pro-rata basis as part of the reconciliation process. The £101,452.44 relates to the
element of this interest received that has already been drawn upon by clients and is no longer available in
the client money bank account;

« £1,636.00 - Linked to the inter account trading of OWG bonds within interest periods created a bond
discrepancy of 1,636,000 (nominal value) creating an equivalent discrepancy on the client money position.

These management fees due to the Company have been calculated as totalling £117,396.40 (based on
recoverable positicns). These management fees due to Strand (up to 22" March 2017) are required to be
netted off against the initial shortfall in accordance with, and as required by, the relevant CASS regulations
governing client money.

The Joint special administrators currently believe the initial shartfall in the client money position of
£121,354.09 will exceed the management fees due to the Company, with the result being the small client
money shortfall of £3,779.33.

In addition to these positions we set out in our previous report there was an additional outstanding
unreconciled balance in respect of the unpaid element of the December 2016 interest payment of £491,836.24
{plus accruing interest) in respect of OWG bonds.

This outstanding unreconciled balance could not be formalised in the joint special administrators’

reconciliation until the known quantum of OWG bonds held by the Company (on behalf of underlying clients)
had been validated. As detailed above, the JSAs initial discrepancy on bond levels has been resolved in full,
with the result that the joint special administrators’ have now been able to finalise their calculations of this

interest position.

At this time, OWG and the joint special administrators acting on behalf of the Company, have different
interpretations as to which of them is responsible for paying the outstanding interest amount under the bonds.
The joint special administrators continue to communicate with OWG in respect of this matter. Due to the legal
nature of the correspondence, we cannot provide further detail at this time. However, should it become clear
that the difference in position cannot resolved in correspondence, it is likely that the joint speciat
administrators will need to apply to Court to seek directicns from the court on the issue.

The joint special administrators are working hard to resolve this dispute, we are mindful that this position may
generate frustration among those parties whom do not hold investments with OWG and therefore do not

Strand Capital Limited (in special administration} 6 I'



3.1.4

3.1.5

consider they are affected by this position. However, the JSAs have a requirement to handle the collection and
the distribution of the poal of client money strictly in accordance with the CASS regulations and cannot
calculate client money balances and commence a proper client money distribution process until this position is
finalised.

It should also be noted that despite securing the position of Strand Capital Nominees Limited (the principle
nominee company for the stewardship of these bonds) and subsequent demand being issued on OWG for
accruing coupon payments {due in July 2017; December 2017}, no payment has been received by the joint
special administrators’ post pooling account in respect of these bonds, for onward transmission to clients who
are bond holders.

Due to the practical and legal matters outstanding which preclude the return of client monies from the client
money poal from happening immediately, a strategy was developed in conjunction with the FSCS, to enable an
expedited payment to be made to clients in respect of all or part of their client money holdings using the
compensatory procedures of the FSCS. The FSCS compensation limit of £50,000 and eligibility criteria will apply
to these compensation payments.

In order to facilitate this process, the JSAs and the FSCS have and continue to contact affected individuals in
order to broadly verify client money holdings, eligibility and to confirm and agree the mechanics of the
process.

Payments by the FSCS, commenced at the start of May 2018, to date £5.8m of client monies has or is in the
process, of being returned to clients under this scheme.

On receiving campensation from the £5CS, a claimants’ rights against the Company in respect of client money
are automatically transferred to the FSCS. Once a claimant has been compensated, any eventual distribution of
their client money by the joint speciat administrators will be to the FSCS. The FSCS is, however, under an
obligation to pass on client money payments it receives from the Company to the extent that either:

i)  the recoveries exceed the amount of compensation that the FSCS has paid to a claimant; or

ii} the claimant would have recovered more in total if they had waited to receive a distribution(s) from
the joint special administrators before receiving FSCS compensation.

Insurance

As stated in our previous report, the Company maintained an Invesiment Managers Insurance Policy, which
provided a range of cavers. This policy was to expire on 28 June 2017.

Clients and creditors will note that there wete and are insufficient Company monies to settle the premium, due
and a third party funded the cost. The extension of the policy was established to potentially provide an
alternative source of recovery to creditors and/or clients.

The joint special administrators have taken appropriate steps to place the insurance provider on notice of
claims lodged against the Company, and cantinue to do so. The joint special administrators, in conjunction
with their lawyers, continue to liaise with the insurance provider and their lawyers in respect of matters in this
regard.

Monies owed to the Company from client assets

1t is understood that certain commission payments and fees are owed to the Company for the period from 1%
January 2017 onwards.

As reported previously, contractually, management fees can continue to accrue (including post the date of
special administration). However, clients will be entitled to submit counter claims {for lack of provision of
service and other claims) which will result in an off-set being applied against further accruing fees. The joint
special administrators having sought legal advice on the matter and have concluded that the management fees
due should be calculated to the date that clients last received services from the Company i.e. the 22 March
2017,

As stated above these management fees have been calculated as totalling £117,396.40.

Strand Capital Limited {in special administration)

5



3.2

3.2.1

3.2.2

3.2.3

3.2.4

3.3

The management fees due to the Company (up to 22" March 2017) are required to be taken into account in
calculating a client’s client money entitlement pursuant to the relevant CASS regulations; thus reducing a
client’s client money entitlement.

The JSAs currently believe the initial shortfall in the client money position of £121,175.73 will exceed the
management fees due to the Company, with the result being the small client money shortfall reported above.

Objective 2 - timely engagement with market infrastructure bodies and
the Authorities

Financial Conduct Authority

Since appointment, we have liaised closely with the FCA in regard to our work completed since appointment
and the status of client assets and monies. The FCA have been informed of the joint special administrators’
activities to oblain access and control of client custody assets and client monies. The Company remains an FCA
regulated entity, albeit with no current authority to trade.

Financial Services Compensation Scheme

The FSCS is a statutory compensation scheme which may compensate eligible parties who have lost money as a
result of the insolvency of a regulated entity. Compensation awards depend on a number of factors, and are
subject to a maximum compensatory payment of £50,000 per person.

The joint special administrators also have a legal obligation to liaise with the FSCS, and since appointment we

have been in dialogue with them to ensure they are informed of the progress of the special administration. As
with the FCA, there are regular periodic updates provided to the FSCS. There have also been a number of face
to face meetings.

Work is also being undertaken to provide the FSCS with the information they require to continue the process of
assessing clients’ claims for compensation. This includes the process outlined in section 3.1.3 above.

The Pensions Regulator

Liaison with TPR will continue as and when appropriate, especially in relation to matters affecting the two
pension funds which arranged investments via the Company.

Liaison with TPR is likely to became key once a distribution of client assets to clients is possible.

HM Revenue & Customs

HMRC have been and will continue to be consulted with during the special administration. Liaison with HMRC
will be particularly key when the joint special administrators are in a position to distribute client assets, as
clearly there will be a desire to ensure that tax efficient investment wrappers are maintained where possible.

Objective 3 - to rescue the Company as a going concern or to wind it up
in the best interests of creditors

The joint special administrators continue to consider whether a sale of any of the Company’s assets may be
passible, including a transfer of certain elements of client assets where permitted under the Regulation. As
detailed above, the joint special administrators are seeking to commence returning client custody assets to
undertying clients shortly, this in conjunction with the partial return of client monies facilitated by the FSCS,
means that the joint special administrators now believe that such a transfer is unlikely.

Strand Capital Limited (in special administratian) 8 l'



3.4

3.4.1

Receipts and payments account

A summary of our receipts and payments account from the date of our appointment on 17™ November 2017 to
16%" May 2018 is attached at Appendix 1. These accounts include cumulative figures from 17 May 2017 to 16
May 2018.

Company assets and client assets have been shown separately.
Company/house receipts
In respect of the assets outlined in our previous report we note the following:

Book debts

As previously reported, the director estimated that the Company had book debts of £349,000 as disclosed
within the statement of affairs provided. We are informed that this figure is based on the management
accounts to 28 February 2017 (drafted prior to the directar’s appointment), and the director has raised
concerns over the quantum, basis and recoverability.

We have obtained copies of the Company's nominal ledger as at 23™ May 2017 and we can identify potential
debtors relating to “loan” positions correlating to the figure in question. In light of ongoing correspondence
relating to the Company’s financial affairs we choose not to comment further in respect of the recoverability
of these balances at present.

VAT Refund

The director estimated within his witness statement forming part of the court application for the special
administration that the Company would be entitled to a VAT refund of £12,000 relating to the Company’s
affairs prior to special administration. The joint special administrators believe the quantum of the claim is
likely to be more than this in light of the costs incurred by the Company in the lead up to the special
administration. It should however be noted that any such claim is likely to be offset against claims by HMm
Revenue & Customs. Therefore, at present the quantum of any recovery is unclear.

Detailed within the receipts and payments accounts attached as Appendix |1, you will note additional VAT
recoveries to the house account. This VAT recovery relates to the VAT recovered by the Company in respect of
the special administration costs settled to date. The joint special administrators’ sought legal advice in this
regard, and have received advice that the house return js appropriate accounting for the funds received.
These VAT recoveries are separate and additional to any recovery received in respect of the pre-special
administration tax affairs.

Management Fees

As reported above in section 3.1.5, contractually, management fees can continue to accrue (including post the
date of special administration). However, clients will be entitled to submit counter claims (for lack of
provision of service and ather claims) which will result in an off-set being applied against further accruing fees.

As stated above, these management fees have been calculated as totalling £117,396.40. These management
fees due to Strand (up to 22™ March 2017) are required to be netted off against the initial shartfall in
accardance with, and as required by, the relevant CASS regulations gaverning client money.

The JSAs currently believe the initial shortfall in the client money position will exceed the management fees
due to the Company, and, based on this belief, we do not envisage any recovery for the Company and
creditors.

Strand Capital Limited {in special administration} 9 l l



3.5

3.6

Costs

To date no costs have been settled by the joint special administrators in respect of the house account.
Expenses incurred but not yet settled comprise:

Objective 1 Objective 1 Objective 1 Objectives Objectives Objectives
incurred in paid in outstanding 283 incurred 263 paid 2G3
period period at period in period in period outstanding
end at pericd
end
Description 3
Printing and postage of - - - - - 1,811.90
letter to creditors and
clients
Extensien of Investment - - - - - 16,150.00
Managers Insurance Policy
Collection of electronic - - . - - 647.59
books & records
Hire of room for creditars - - - - - 620.00
& clients meeting
Total - - - - - 19,229.49

Notes: Costs incurred are shown net of VAT
Total costs outstanding many include costs incurred in prior periods, but not yet paid.

Unallocated assets

There are two Euro bank accounts holding a total of €6,158.08. Investigations are ongoing to confirm what
these funds are and to whom they belong.

Investigations

The joint special administrators are required to investigate the affairs of the Company and the conduct of the
directors and shadow directors in the three years preceding special administration. A report is then made to
the Department for Business, Energy & Industrial Strategy, in accordance with the Company Directors’
Disqualification Act 1986 (“CDDA”). The contents of this report are confidential.

In addition to our obligations under CDDA, shortly after appointment, we made an initial assessment of
whether there could be any matters that might lead to recoveries for the estate and what further
investigations may be appropriate. This assessment took into account information provided by creditors at the
initial meeting and as a response to our request to complete an investigation questionnaire.

Investigations in to matters brought to our attention and more generally in to the demise of the Company
continue.

Should any creditor or client (or other party) have any additional information that might assist us with our
investigations, please provide that information to us as saon as possible.

It should be noted that the joint special administraters have received correspondence from parties historicatly
associated with the Company’s affairs, stating that the joint administrators reporting on the historic ownership
of the Company is incorrect. The joint special administrators’ reporting in this regard was based on
information provided to the JSAs and publically available records. The JSAs are in dialogue with these
individuals and information that is being provided is being reviewed, if deemed required and appropriate, an
updated commentary in respect of the Cormnpany’s history will be provided within our future reports.

Strand Capital Limited (in special administration) 10 I l



5. Pre-special administration costs
and expenses

Detailed below is an analysis of the joint special administrators’ outstanding pre-special administration time
costs and advisers’ time costs in relation to the pursuit of objective 1 and costs incurred in relation to the
special administration.

Unpaid pre- Objective 1 Objective 1 Unpaid pre- Objectives Obhjectives
special paid in outstanding special 283 paid 283
administration period at period administration in period cutstanding
costs in end  costs in pursuit at period
pursuit of of objectives end
ohjective 1 2 &3
Charged by/service(s)
provided £ £
Smith & Witliamson LLP - 16,781.00 16,781.00 - 43,76%.25 - 43,769.25
Time Costs
LA Business Recavery 9,225.80 9,225.80 - 16,510.54 - 16,510.54
Limited - Time Costs
Foot Anstey LLP - Legal 3,020.83 3,020.83 - . -
Advice
Pinsent Masons LLP - 89,334.00 89,334.00 - 13,543.50 - 13,543.50
Legal Advice
Pinsent Masons |.LP - 53,031.65 53,031.65 - - -
Disbursements
Total 171,393.28 171,393,28 - 73,823.29 - 73,823.29

The explanation and narrative in respect of the costs autlined above and the rationate in the progress of the
special administration were cutlined in the joint special administrators’ proposals. Within the proposals, the
joint special administrators sought approval for these outstanding pre-special administration costs as faollows:

« THAT, the joint special administrators unpaid pre-special administration costs relating to the Company to
be paid, as outlined in Section 13 of the joint special administrators proposals.

+ THAT, the joint special unpaid pre-special administration costs incurred in pursuit of Objective 1, as
outlined in Section 13 of the joint special administrators’ proposals, is to be paid out of client assets held
by the Company, in accordance with Rule 196 of the Special Administration Rules.

The creditors’ committee approved the resolutions outlined above on 6™ September 2017. As detailed abave,
within the reporting period the outstanding pre-special administration costs totalling £171,393.28 plus VAT

have been settled from the client money pool in line with the approval and resolutions obtained. However, in
the case of Objective 2&3 costs these remain outstanding.

Strand Capital Limited {in special administration}
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Joint special administrators’
remuneration

‘The joint special administrators are entitled to receive remuneration for services given in respect of:
* Objective 1, which will be paid out of client assets; and
» Objective 2 and objective 3, which will be paid out of Company/house assets.

The basis of the joint special administrators’ remuneration in all cases may be fixed on one or more of the
following bases, and different bases may be fixed in respect of different things done by them:

« as a percentage of the value of the assets they have to deal with, or

e by reference to time properly spent by the joint special administrators and their staff in attending to
matters arising in the special administration, or

e as a set amount

In this case, the joint special administrators sought apprcoval for the basis of their remuneration in respect of
remuneration for services provided for all three objectives by reference to the time properly spent by the joint
special administrators and their staff in attending to matters arising in the special administration.

The creditors’ committee approved the resolutions outlined in the joint special administrators’ propasals an 6™

September 2017, namely:

s THAT, the joint special administrators' remuneration in pursuit of Objectives 2 and 3 be fixed by reference
to the time properly given by the joint special administrators and their staff in attending to matters arising
in the special administration, calculated at the prevailing standard hourly charge out rates used at the
time when the work is performed, plus VAT.

» THAT, the joint special administrators’ remuneration and costs incurred in pursuit of Objective 1 is to be
paid out of client assets held by the Company, in accordance with Rule 196 of the Special Administration
Rules.

Appendix IV provides a detailed analysis of the joint special administrators' time costs incurred in respect of

objective 1 and objectives 2 and 3 for the period of this report and Appendix V illustrates a cumulative time
analysis for the period from 17% May 2017 to 16™ May 2018, which we summarise as follows:

Objective Firm / Period Average
Hourly rate
£
1 Smith & Williamson {LP
17" May 2017 - 16" November 2017 1,253.55 473,833.75 377.99
17" November 2017 - 16™ May 2018 489,10 199,218.75 407.32 344,735.25
1 LA Business Recovery Limited
17" May 2017 - 16" November 2017 124.06 67,276.10 542.29
17" November 2017 - 16™ May 2018 131.77 71,127.20 539.78 39,214.50
Tatal 1,998.48 811,455.80 406.04 383,949.75

As detailed above, the joint special administrators have drawn £383,949.75 plus VAT against their objective 1
time costs to date. These costs were drawn from client money in line with the authority provided by the
creditors committee.
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6.1.1

Objective Firm / Period Total Average

Costs Hourly rate
£ £
283 Smith & Williamson LLP
17 May 2017 - 16" November 2017 435.15 172,818.38 397.15 -
17" November 2017 - 16% May 2018 395.40 144,874,52 366.40 -
283 LA Business Recovery Limited
17 May 2017 - 16" November 2017 50.19 27,296.40 543.86 -
17" November 2017 - 16" May 2018 38.90 21,398.50 550.08 -
Total 919.64 366,387.80 398.40 -

To date, no remuneration has been drawn against the objective 2&3 time costs. An analysis of these
outstanding costs and the residual objective 1 and costs incurred for the benefit of clients in respect of
objective 2&3 costs will be undertaken to address the correct allocation of these costs across estates and asset
types in due course and the formalisation of any client asset distribution plan.

A creditors’ and clients’ guide to special administrators’ fees can be found on the website www.ips-doc¢s.com.
Should you require a paper copy please email strandcapital@smithandwilliamson.com or telephone 020 7131
8452 and it will be sent to you at no cost,

Details of Smith & Williamson LLP’s and LA Business Recovery Limited’s charge out rates and policies in relation
to the use of staff are provided at Appendix VI,

As regards to future fees and expenses, it is not possible to provide an estimate at this juncture. This is
because it is not certain what work will be required.

Details of the tasks undertaken between the two firms appointed joint special
administrators
Smith & Witliamson LLP have undertaken the following furictions in regard to the special administration:

= Taking control of all ciient and Company assets, maintaining client and Company monies in bank accounts
and custodian services for the OWG bonds;

+  Aspecialist Assurance & Business Services team are undertaking the reconciliation of all client monies and
assets and will be responsible for preparing client CASS statements;

o A specialist forensic team have ensured ali identified Company and client data is captured and stored, as
required;

« Liaison with clients, creditors and other stakehalders of the Company in regard to notification of
appointment and all other matters such as client money and client custody asset reconciliation and the
return of client monies pracess outlined in section 3.1.3;

s  Reviewing and arranging renewal of key Company services to be maintained post special administration,
including insurance;

« Statutory HMRC filings in respect of the Company;

+ Arranging and attending meetings with key Company personnel and stakeholders, including the creditors
committee the FCA and F5CS;

s 3" party verification of underlying clients data;
« Establishing initial compensation payment process with the FSCS and SIPP providers;
« Principal point of contact relating to client queries, information requests and DSARs; and

«  All administrative tasks required by statute, including statutory filing and liaison with regulatory bodies.
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6.1.2

LA Business Recovery Limited has undertaken the following functions in regard to the special administration:
+ Notifying HMRC of appointment and filing relevant documents in respect of VAT matters;

« Liaison with certain clients and creditors of the Cornpany;

s Liaison with certain of the Company’s former professional advisers;

« Attending meeting with former key Company personnel and stakeholders, including the creditors
committee the FCA and FSCS; and

« In respect of the majority of matters above, consulted, considered and made decisions alongside our joint
special administrators, as appropriate for the progression of this case.

S&WFS

S&WFS, a company associated with Smith & Williamson LLP, may be required to deal with pension matters
affecting the Company and clients. Payments to parties in which joint special administrators or their firm have
an interest must be disclosed to, and approved by, creditors in a similar way as approval of the joint special
administrators’ remuneration.

In this case, the joint special administrators sought approval for the basis of S&WFS remuneration within their
proposals as follows:

s By reference to the time properly spent by the S&WFS staff and their staff in attending to matters arising
in the special administration.

S&WFS have not been utilised on this matter as envisaged at the time of the proposals, as such this resolution

has not been presented to the creditors’ committee to date. If required at a future date, the approach the

creditors’ committee for the appropriate sanction. For reference details of S&WFS' charge out rates are

included at Appendix V1.

Special administration expenses

Professional advisors

We have used the professional advisers listed below. We have also indicated alongside the basis of our fee
arrangement with them, which is subject to review on a regular basis.

Costs incurred Objective 1 Objective 1 Costs incurred Chjectives Objectives
in peried in paid in outstanding in period in 2&3 paid 263
BUrsUit period at period pursuit in period outstanding
of objectives end of objectives at period
1 243 end
Charged by/service{s)
pravided £ £ £
Foot Anstey LLP - Legal 46,119.50 30,362.00 57,264.50 3,258.00 12,884.00
Advice
Foot Anstey LLP - 319.20 319.20
Disbursements
Pinsent Masons LLP - - 15,623.00 - 25,247.00 61,256.00
Legal Advice
Pinsent Masons LLP - 10,764.01 14,670.01 - 6.20 6.20
Disbursements
Total 57,202.71 60,974.21 57,264,50 28,511.20 74,146.20

Notes: Costs incurred are shown net of VAT
Total costs outstanding many include costs incurred in prior periods, but not yet paid.
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7.3

7.2

7.4

Joint special administrators’ disbursements

We have incurred the following disbursements in the current period:

Objective 1 Objective 1 Objective 1 Objectives Objectives Objectives
incurred in paid in cutstanding  2&3 incurred 243 paid 283
period period at period in period in pertod outstanding
end at period
end
Description £ !
Postal Redirection - - 303.00 - 578.00
Statutory Advertising - - - - - 509.00
Statutory Filings (Strand 2,393.00 13.00 - - -
Capital Nominees Ltd)
Jaint special - - - 675.00 - 858.34
administrators’ Specific
bond
Data Protection Renewal . - - (35.00) - -
Couniers - - 21.30 - .
Travel / Subsistence 27.00 - 352.09 136.29 - 803.24
Total 2,420.00 - 2,766.39 404.29 - 2,748.58

Notes: Costs incurred are shown net of VAT
Total costs outstanding many include costs incurred in prior periods, but not yet paid.

Cateqory 2 disbursements

Within the joint special administrators’ proposals we outlined that we had incurred the Category 2
disbursements in regard to custadian services provided by Smith & Williamson Investment Services Limited in
relation to the OWG Bonds,

In accordance with best practice, the joint special administrators sought approval to draw Category 2
disbursements as and when funds are available.

The creditors’ committee approved the resolutions outlined in the joint special administrators’ proposals on 6t

September 2017 namely:

+  THAT, the joint special administrators’ category 2 disbursements, as outlined in Section 1%.3 of the joint
special administrators proposals, to be authorised.

Following the release of the joint special administrators’ proposals, Smith & Williamson Investment Services
Limited confirmed that, due to the nature of the referral and the joint special administrators’ appointment,
they would not be seeking to charge the costs outlined in the proposals.

Policies regarding use of third parties and disbursement recovery

Appendix VI provides details of Smith & Williamson LLP's policies in relation to the use of subcontractars and
professional advisers, and the recovery of disbursements.
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8.1

8.1.1

Estimated outcome for clients and
creditors

Clients

As reported previously, at the outset of the special administration the director was not able to provide any
information about client assets held, nor provide a list of clients. However, information has been gathered
from the trading platform following special administration.

The last date te which client assets and monies were reconciled prior to appointment was 22" March 2017.
Based on the current reconciliation data available to the joint special administrators, the client money and
assets position at the date of special administration, being 17 May 2017, is as follows:

Return of client custody assets (excluding client money)

Following the completion of the client custody asset reconciliation, statements are currently being finalised by
the joint special administrators with the intention that these can be issued to all clients of the Company.

Each statement will detail the joint special administrators’ analysis of what client custody assets (excluding
client money) the Company (and its custodians) hold for that client and will seek confirmation from the client

that:
i} They agree with the contents of the statement; or
ii} Alternatively, they do not accept some or all of the contents of the statement and request that
the client provides evidence to support the client’s position.

Section 4.1 of the joint administrators’ proposals and section 2.1 of this report, details who the clients of the
Company are for these purposes and therefore wha statements will be issued to.

Bar Date

At the same time as issuing the Client Custody Asset Statements, the joint special administrators will set a Bar
Date, which is a date by which:

i) Clients will need to submit their claims to client custody assets held by the Company for them -
the joint special administrators would anticipate that this will primarily be completed by clients
providing a response on receipt of their Client Custody Asset Statement; and

ii} Any person asserting a security interest over client custody assets held by the Company must
submit their claim.

The joint special administrators consider they will be in a position to issue the Client Custody Asset Statements
shortly and currently anticipate setting the Bar Date for 6 weeks after that notice is issued. The imposition of
a Bar Date will assist in expediting the return of client custody assets.

Expiration of the Bar Date

Once the Bar Date has passed the joint special administrators are required to write again to any party they
consider is able to make a claim:

i) in respect of client custody assets held for them by the Company, or

i)  to security over client custody assets, confirming that unless they respond within 14 days, the
Distribution Plan will be prepared on the basis of the information available from the Company’s books

and records, leaving the client with limited grounds to challenge this.
Distribution Plan

Once the Bar Date has expired, the joint special administrators are required to draft a Distribution Plan. The
joint special administrators and their advisors are currently working on the plan but cannot finalise it until the
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8.1.2

Bar Date has expired and the position in respect of client claims and security claims is confirmed. The
Distribution Plan wil{ set out, amongst other things:

s A schedule of the dates on which it is intended client custody assets will be returned to clients who have
submitted a claim to the joint special administrators - clients should note that the Regulations and Rules
provide that no distribution of client custody assets can take place until three months after the expiry
of the Bar Date;

« What custody assets are held by the Company and for which clients;

» The extent to which any custody assets are subject to security which will need to be discharged before the
assets can be distributed to clients;

* How the costs of protecting, preserving and distributing the client custody assets during the special
administration are to be apportioned to clients and paid ("Distribution Costs™); and

* The practical process for distributing the custody assets back to clients,

Based on the information available to them, the joint special administrators are net currently aware of any
shortfall in the client custody assets under their control.

The Distribution Plan will need to be approved by the creditors’ committee and the Court before it can be
implemented by the joint special administrators.

Settiement of Distribution Costs and discharge of security

Before any client custody assets can be distributed to clients pursuant to the Distribution Plan it will be
necessary for any security attaching to the relevant assets to be discharged and for the Distribution Costs
apportioned to the client tc be settled; the Distribution Plan will provide the framework for this.

In respect of the Distribution Costs, the joint special administrators have worked closely with the FSCS and it is
currently proposed that where a client is eligible for FSC5 compensation, with the client's agreement, the
Distribution Costs could be settied (in whole or in part) by the FSCS, subject to that client remaining within the
relevant FSCS compensation thresholds (currently £50,000). This will therefore be dependent on what other
compensation the client has claimed from the FSCS (see section &.1.2 below) and the level of apportioned
costs.

To the extent that clients are not eligible for compensation from the FSCS or choose not to take the benefit of
this option, clients will need to:

+ Settle the Distribution Costs directly; or

= Direct that the joint special administrators can use their statutory powers to liquidate nominated custody
assets to settle the Distribution Costs.

Distribution of client custody assets

Once an agreement is reached in respect of the discharge of any security and the settlement of the Distribution
Costs, the custody assets can be returned to clients and it is currently envisaged by the joint special
administrators that clients will be able to choose one or a combination of the following options under the
Distribution Plan:

= Transfer of client custody assets to the client’s new nominated custodian;
s Return client custody assets to the client (where applicable); or

+ Liquidate in whole or in part the client custody assets with the proceeds returned to the client,

Return of client money

As noted above in this progress report, pursuant to the CASS rules, all client meney held by the Company at the
time of the commencement of the Special Administration is to be pooled in a single client money pool. In
circumstances where a shortfall is identified in that pool, the joint special administrators are required to
distribute to clients on a pro rata basis in accordance with their client money entitlement,
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As noted above in section 3.1.3 of this report and through updates issued by the joint administraters to date,
the key outstanding issue is the resolution (to our satisfaction) of the unpaid OWG interest pertaining to the
December 2016 coupon.

In summary, OWG representatives have been in discussions with the JSAs and there are different
interpretations of the position. OWG are currently of the opinion that OWG's obligation to bondholders in
respect of this unpaid balance has been settied in full as a result of an agreement they purport was made
between OWG and the Company. The records and information provided to the joint special administrators
indicate that OWG's liability has not been settled and the joint special administrators' position is that it
remains an outstanding obligation of OWG. Unfortunately, due to the nature of the situation, we are advised
not to provide any further detail in this report.

As detailed above, if the joint special administrators' position is correct the shortfatl before costs would be
£3,779.33. if OWG’s interpretation of the position is correct, then the client money pool would have an initial
shortfall of £511,559.53 (before costs). After the adjustment for management fees and reversal of the
£101,452.44 relating to the preferential interest as detailed in section 3.1.3, this would result in an estimated
client money shortfall of £394,163.13 (before costs).

In tight of these two conflicting positions the reconciliation of the client monies is not finalised. Once
complete, the joint special administrators will communicate with all clients in accordance with the CASS rutes
about their client money position and the process for distribution. It is not yet possible to provide an estimate
of the quantum of the likely level of distribution to clients of the Company from the client maney pool. Whilst
the reconciliation is not yet complete, as indicated above, it would seem likely that there will be a shortfall to
clients, although it is not possible to quantify the extent of the shortfall.

Any eventual shortfall in clients’ positions will form a creditor claim against the Company. Further detail of
how creditor claims are calculated and praoved will follow in due course.

As indicated in our correspondence to date, it is understood that compensation may be available to underlying
clients’ who are eligible from the F5CS.

The FSCS protects consumers when authorised firms fail or stop trading. In certain prescribed circumstances it
protects private individuals and smatl businesses if an authorised firm becomes insolvent and cannot pay claims
against it. The FSCS considers that the Company is in default and that eligible clients will have a claim in the
FSCS and are working with the JSAs.

For eligible claims, the FSCS can pay up to £50,000 in compensation per client. If client money claims are paid
by the FSCS, the FSCS will then assume the client's claims in respect of client money against the Company. This
is done by way of an assignment (or subragation) of rights in respect of client money to the FSCS. Section 3.1.3
of this Report provides further information on the FSCS Compensation process.

Clients may therefore receive payment in respect of their client money entitlement in one of two ways:

1. From the FSCS. if you are eligible under FSC5's rules and the FSCS pays compensation to you or your
pension, then the FSCS will take over all of your client money rights against Strand and third parties in
accordance with its payment terms: https: //www.fscs.org.uk/investment-payment-terms/

The joint special administrators would then make any payments from the client money pool to the
FSCS rather than to you. However, as detailed in secticn 3.1.3 the FSCS has certain statutory
obligations to pass on payments so that clients are not disadvantaged (e.g. if the FSCS received more
than £50,000 in relation to your rights from the client money pool, it would pay the excess over to

you).

2. From the joint special administrators. If you are not eligible for compensation from the FSCS or
choose not to accept compensation from the FSCS, the Joint Administrators would make any payments
from the client money pool to you. You may be asked to confirm your bank details in due course.

As detailed in section 3.1.3 an element of this compensation has been established and s allowing the release
of certain client monies whilst the joint special administrators’ correspondence with OWG continues.
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8.2

8.3

8.4

8.5

Secured creditors

There are no secured creditors of the Company.

Preferential creditors

There is one preferential claim in the special administration, which is for less than £1,000.

Based upon current infarmation, it is uncertain whether there will be sufficient monies to settle the
preferential claim in full. It would also appear unlikely there will be sufficient asset realisations to enable a
dividend to be paid to unsecured creditors of the Company and to clients in respect of any shortfall in client
assets and monies.

Unsecured creditors

Unsecured creditors’ claims are broadly split into two main categories:

1. Client shortfall claims, which arise from any shortfall of client monies or client custody assets in the
Company or other client asset related claims that are claims against the Company; and

2. Ordinary unsecured trade and other non- ctient claims, including any employees’ non preferential
claims.

Until the reconciliation of the client monies and client custody assets has been concluded the joint special
administrators are unable to provide a reliable estimate of the total unsecured creditors.

Prescribed Part

Where a company has created a floating charge on or after 15 September 2003 there is provision for a share of
the company’s net property to be set aside for distribution to unsecured creditors in priority to the floating
charge holder. These funds are referred to as the Prescribed Part.

As stated above, the Company has no secured (floating charge) creditors, so the Prescribed Part requirements
do not apply.

Outstanding matters

Client statements in respect of client custody assets, are being finalised and wilt be issued to all clients to
agree their client claims shortly. Once the individual statements are agreed with clients, we will need to
establish the most effective way to return the physical assets {other than client money) to clients through the
Distribution Plan.

The completion and agreement of the client statements will enable the resolution of the position in respect of
potential Company assets in the form of any tax refunds and recovery of management fee positions.

The position in respect of ongoing legal correspondence relating to the OWG bonds and the outstanding
interest payments, will result in client monies being formatly distributed under a separate process and timeline
to client custody assets.

The JSAs will continue to work with the F5CS as in respect of any compensation payments to clients. Further
updates will be given as this process cantinues but at present no further information can be given. There is no
need to contact the FSCS at this stage. The FSCS will publish more information on its website when the
position is clearer.

Please be assured that we are working closely with the FSCS and the FCA to finalise the pasition and return
client funds and assets as quickty as possible.
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10. Ending the special administration

Unlike administration, a special administration does not automatically end after 12 months. Once the joint
special administrators consider that the cbjectives of the special administration have been met it will be
concluded by either:

+ Putting forward proposals for a Company Voluntary Arrangement, in order to rescue the investment bank
as a going cencern; or

* Filing a notice with the Court and Registrar of Companies for dissolution.

It is likely that following the completion of asset recaveries, receiving tax clearances and paying distributions
to clients, the latter will apply.

At present it is not possible to provide a realistic timescale for the length of the special administration.

11. Privacy and data protection

As part of our role as joint special administrators, | would advise you that we may need to access and use data
relating to individuals. In doing so, we must abide by data protection requirements. Information about the way
that we will use and store personal data in relation to insolvency appointments can be found at
www.smithandwilliamson.com/rrsgdpr Smith & Williamson LLP and in respect of LA Business Recovery Limited
www. labusinessrecovery.com/strand-capital-limited. If you are unable to download this, please contact my
office and a hard copy will be provided free of charge.

To the extent that you hold any personal data on the Company’s data subjects provided to you by the Company
or obtained otherwise, you must process such data in accordance with data protection legisiation. Piease
contact us if you believe this applies.

12. Creditors’ rights

Creditors {within this section includes clients) have rights under Rules 201 and 202 to request further
information and to challenge the joint special administrators’ remuneration and/or expenses incurred. In
summary:

s Within 21 days of the receipt of a progress report, a secured creditor, or an unsecured creditor (with the
concurrence of at least 5% in value of the unsecured creditors, including the creditor in question or the
permission of the court) or client (with the concurrence of at least 5% in value of the client assets
including the client in question) may request in writing that the joint special administrators provide
further information about their remuneration or expenses which have been itemised in the report.

+ Any secured creditor, or an unsecured creditor or client (with the concurrence of at least 10% in value of
the unsecured creditor including the creditor in question, or the permission of the court) or client (with
the concurrence of at least 10% in value of the total claims in respect of the client assets held by the
investment bank, or with the permission of the court), or the FCA) may within 8 weeks of receipt of a
progress report make an application to court on the grounds that, in all the circumstances, the basis fixed
for the joint special administrators’ remuneration is inappropriate and/or the remuneration charged or the
expenses incurred (including any paid) by the joint special administrators, as set out in the report, are
excessive.

The above rights apply only to matters which have not been disclosed in previous reports.

On a general note, if you have any comments or concerns in connection with our conduct, please contact the
joint special administrators. If the matter is not resolved to your satisfaction, you may contact Smith &
Williamson LLP’s Head of Legal by writing to 25 Moorgate, London EC2R 6AY or by telephone an 020 7131 4000.
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Thereafter, if you wish to take the matter further you may contact the Insolvency Services directly via
Insolvency Complaints Gateway. They can be contacted by email, telephone or letter as follows:

Email: insolvency.enquirvtine@insolvency.gsi.gov.uk
Telephone: +44 300 678 0015
Postal address:  The Insolvency Service, IP Complaints, 3rd Floor, 1 City Walk, Leeds LS11 9DA

Next report

The joint special administrators are required to provide a progress report within one month of the end of the
next six months of the special administration or earlier if the special administration has been finalised.

As detailed above, clients witl be contacted by the joint special administrators upon the release of client
statements, to verify their holdings with the Company.

The joint special administrators will continue to issue updates to clients as and when appropriate, these will
continue to be released to your SIPP provider, IFA and /or Pension Trustee for cnward transmission as well as
uploaded to our webpage: www,smithandwilliamson.com/strand-capital-limited

Thank you

Adam Stephens
On bhehalf of the Joint Special Administrators

Date: 15 June 2018
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| Statutory information

Relevant Court High Court of Justice, Chancery Division, Companies Court

Court Reference CR-2017-003691

Trading Name(s) Strand Capital or Strand

Trading Addresses 1 Tudor Street, London, EC4Y 0AH

Former Name(s) London Capital Trading Limited (from June 2004 to February 2011)

Curvalue Trading Limited (from June 2001 to June 2004)

Intetactive Clearing Services Limited (from April 1999 to June 2001)
Registered Office 1 Tudor Street, London, EC4Y 0AH
Registered Number 03747386

Joint special administrators  Adam Henry Stephens and Henry Anthony Shinners both of Smith &
Williamson LLP, 25 Moorgate, London, ECZR 6AY and Virgil Harsham Levy of
LA Business Recovery Limited, 1 Beasley Yard, 126 High Street, Uxbridge,
Middlesex UBS 1JT

{IP Nos, 9748, 9280 and 19090 respectively)

In accordance with P100 (2) Sch B1 1A86 the Court order authorises the joint
special administrators to act jointly and severatly.

Date of Appeintment 17 May 2017

Appointor High Court of Justice upon the application of the Company acting by its sole
director, Joseph Reginald Salisbury Egerton

Director Joseph Reginald Salisbury Egerton

Company Secretary Joseph Reginald Salisbury Egerton

Shareholder Optima Worldwide Group Plc

Director’s shareholding N/A
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Il Receipts and payments account

Company/house receipts and payments account to 16™ May 2018

Strand Capital Limited {in special administration)

Statement From 17/11/2017 From 17/05/2017
of Affairs To 16/05/2018 To 16/05/2018
£ £ £
ASSET REALISATIONS
Computer Equipment NIL 250.00
Uncertain Book Debts NIL NIL
Uncertain VAT Refund NIL NiL
7,441.14 Cash at Bank NIL 7,441.14
Uncertain Management Fees NIL NIL
VAT Recovery - Client Fund Payments 123,207.45 123,207.45
Bank Interest Gross 11.57 14.61
123,219.02 130,913.20
COST OF REALISATIONS
Funds Held at Natwest Bank Plc NIL 3.85
Bank Charges NIL (3.85)
NIL NIL
PREFERENTIAL CREDITORS
{84.50) Employees Wage Arrears NIL NIL
NIL NIL
UNSECURED CREDITORS
{220,177.78) Trade & Expense Creditors NIL NIL
(4,731.76) Employees NEL NiL
NIL NiL
DISTRIBUTIONS
{387,600.00) Ordinary Shareholders NI NIL
NIL NIL
{605,152.90) 123,219.02 130,913.20
REPRESENTED BY
Interest Bearing C/A 80,059.00
VAT Control Account 50,854.20
130,913.20
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Client receipts and payments account to 16™ May 2018

Statement From 17/11/2017 From 17/0%/2017
of Affairs To 16/06/2018 To 16/05/2018
E £ E

GENERAL FIXED CHARGE

12,484,175.74 Primary Pool - Natwest Bank Plc NiL 3,944,469.66
Primary Pool - Natwest Bank Pic Interest NIL 476.43

Primary Pool - Funds Held at Gallium NIL 8,579,286.36

Primary Pool - Funds Held at Gallium Interest NIL 775.66

NIL 12,525,008.11

ASSET REALISATIONS
Bank Interest Gross 36.65 36.65
36.65 36.65

COST OF REALISATIONS

S&W - Objective 1 Pre-App Fees 16,781.00 16,781.00
LA - Objective 1 Pre-App Fees 9,225.80 9,225.80
Pinsent Masons - Gbjective 1 Pre-App Fees 89,334.00 89,334.00
Pinsent Masons - Objective 1 Pre-App Disbursements 53,031.65 53,031.65
Foot Anstey - Objective 1 Pre-App Fees 3,020.83 3,020.83
S&W - Objective 1 Post-App Fees 344,735.25 344,735.25
LA - Objective 1 Post-App Fees 39,214.50 39,214.50
Pinsent Masons - Objective 1 Pas-App Fees 15,623.00 15,623.00
Pinsent Masons - Objective 1 Pos-App Disbursements 14,670.01 14,670.01
Foot Anstey - Objective 1 Post-App Fees 30,362.00 30,362.00
Foot Anstey - Objective 1 Post-App Disbursements 319.20 319.20
VAT Recovery - Transfer to Company Account 123,207.45 123,207.45

T (739,524.69) (739,524.6%)

12,484,175.74 {739,488.04) 11,785,520.07

REPRESENTED BY

Metro Client Trust {Iinterest Bearing) 36.65
Natwest Client CASS A/c 11,785,483.42

11,785,520.07

Notes and further information required by SIP 7

« None of the investments held for clients have been shown on the client receipts and payments account as
the reconciliation is incomplete. The joint special administrators’ pre appointment costs and special
administrators’ remuneration and costs have been drawn from the primary pool or Company accounts
within the reporting period, in line with the approval obtained by the creditors’ committee.

« No payments have been made to us from outside the estate.
+ Client manies are held on a designated client account.

s  All bank accounts are interest bearing.

« There are no foreign currency holdings detailed above.

s There is a further amount €6,158.08 held in a Company account. At present the joint special
administrators have been unable to establish whether this is Company/house or client monies.

e All amaunts in the receipts and payments account are shown exclusive of any attributable VAT, Where VAT
is not recoverable it is shown as irrecoverable VAT,
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Il Summary of the clients and
clients’ assets

Current reconciliation of clients’ assets to 17" May 2017:

Units as stated in

special Understacd i
Campany records Units recanciled

Asset Name
admimsstrators correct holdings

proposals

Salpha Adventurous UCITS IEQOBYX95950 256,642,906 256,642.906 256,642,906 256,642,906 -
Salpha Conservative UCITS IEQOBYXS5KS1 235,267.816 235.267.B1¢ 235,247.816 215,267,815 -
BlackRock Gbl PrpSecEgTrk D Inc GBO0AB48DDIT7 14.959.67’2 14,959.672 14,959,672 14,95%.672
BlackRock GF IEmMmkLCBd D3RFH L LUe95345821 3,049.91¢ 3,049.910 3,049.910 3,049 910
BlackRock ketx Lnkd Gilt Trekr D Acc GBOOBEIRWT9& 17.197.254 17,197.254 17.1672.254 17,197.254
BlackRock Nthamren EqTkr B Ace GBOOB7QK1Y17 5,592.346 9,592.346 9,592.3486 9,992.348
BlackRock NURS I} Global Equity D GBOOBSETMJ14 11,332,897 11.332.897 11,312,897 11,332.897
Blueprint Industrial Enginearing PLC GBOOBYYYSHG6 994,981.000 994,981.000 994,581.000 994,981.000
Cherry Hames (Class A} GEOOBYQE5R15 47.722,473.000  47,722,473.000 47,722,473.000  47,722,471.000
Cherry Hames iClass B) GROOBYQ66013 63.661,234.000 &3,661,234.000 63.461,234.000 £3,667,234.000
Elaine Securities PLC GBOOBW{CHSDO2 2.820,174.000 2,820,174.000 2.820,174.000 2,820,174.000
Euler GBOOBYP4YT17 1,058,983.000 1,058,981.000 1,058,983.000 1,058,983.000
Fidelity | Stg Cr + Bd Gr GBOOB19CHIG 9,941,840 9,941.840 9,941,840 9,941,840
Invesca Perp Corparate Bd NT Gr Acc GBOOBAN46718 104,404.770 104, 404.770 104, 404. 770 104,404.770
Investec Short Dtd Bd | Gr Ace GBP GBOOBI4GN522 18,255.368 18,255.368 18,255.368 18,255.388
Kames Abslut Rt 8d C Acc GBP IEQDBESLQE4S 23,766,120 23,766.120 21,766,120 23.766.120
Lazard Emerging Markels S Acc GBOOBSQHFR21 23,936.254 23,936.254 23,934.254 23,926.254
MEG Short Dated Corp Bd i GBP GBO0EBIXBOS2 24.999.518 24,999,518 24,599.518 24,999.518
Minerva Lending X51481211412 2,097,000.000 2,097.000.000 2,097,000.000 2,057.000.000
Qptima Worldwide Group PLC 8.0 (Serias 4) GBOGRCLYDR2? 1,281.000 1,263.000 1,263.000 1,263.000
Optima Warldwide Group PLC B.0% {Series C) GBOCBNYBC.J22 1.092.000 1,124,000 1.124.000 1,124,000 -
Optima Warldwide Group PLC 8.0% (Series D) GBOCBY752104 10,357,050.000 9.962,050.000 9,980, 414.000 9.980,414.000 -
The Meredith Fraperty Group PLC GBOOBY4K3 136 3,373,011.000 3,373,011.000 3,373,011.000 3,373,011.000 -
Vanguard Gbl Bd Index Hdg A £ IEQORSOW2RY 3 1.782.910 1,782.910 1.782.810 1,782.910 +
Vanguard UK 5T Inv Grd Bd dx AE |EQOBSMIBB17 2,371.020 Z,371.020 2,37.020 1,371.020 -
Yernon Property PLC GBOOBWLH5G33 1,5608,835.000 1,608,835.000 1,608,835.000 1,608,835.000 -
Menasat Gulf Group Haldings PLC Unlisted + - 17,509, 586.000 137,50%,586.000 -

Total Units: 134,153 614 601 134,078 6278 601 171,586,575.601

Cash held £12,484,175. 74 £12,643,295.75 {£12,4644,931.75 £12,523,756.02 {E12F% 17573

Please note that the value of these units can vary over time (and furthermore some appear to be relatively
illiquid). In very broad terms, at the time of the commencement of the special administration (being 17 May
2017), the entirety of the client assets (including cash held) was in excess of £100m, you will note that the
additional clients identified and their subsequent custody asset holdings has altered this position significantly.

Please note that the above schedule is a breakdown of the total number of units held of each class of client
asset, it is not an indication of the current value of any holdings and does not necessarily mean that such a
quantum of assets will be distributed.

To the fullest extent permitted by law, neither the joint special administratars, Strand Capital Limited, Smith
& Williamson LLP or LA Business Recovery Limited assume any responsibility for the content of this information
and do not accept any personal liability in respect of this document to any party.
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Final Company list of clients’ as at 17™" May 2017:

i
Sum of Client money Sum of Total units custody assets © Numbers of clients

praposals proposals | proposals = pasition

Client N d i B o :
ient Name Address . Statedin ) Stated in tated in | Current
i iCurrent position rrent po: n ;

“oipp 6ih Floot, Mercanube Building, Galsgow. G2 6T £5.173.38 £8.083.68 284919116 284,949,116 70 70

1sL Floor, Lakeside House, Shipwell Crescent,

Cateys Ponri UK LLF L190.101.83 £190,101.83 - - 1 !
areys Petilons Uk Fin 7t Lake, Milion Keynes, ME4 108
FasyslPp ;S‘akmiga Qiliee Park, Whaddon, Salishury, SP5 £78,005.21 £154.010 52 13.088.735 075 13.088.525.925 4 27
. 6 Doolittle MilL, Froghatl Road smpthilt,
Hix ¢ Pormic f : L8071 10,000 10,008 1 1
entage Porndoens Limited T 7 3
& Shire y Y .
Intelligent Maney :?'fm’[: Hatt, High Paveinent, Nottinghan, F11,559.622 90 £11.575,004 97 113194116 992 113,193,411.992 786 786
]
James Hay Partinership Durns House, St Paul’s Rond, Salishury, $P2 PEF 2112764 £119.574 3% 124D 1.244.000 P34 i34
Litwr ty SIPP The Exchange, By, Lancasinre, BLY ODH E65.131.39 £131,498.37 668,696.000 668.645_000 56 56
42 P Foad, Hayeards Heath, we . . - -
Londan & Catomal sipp 25 4 Parrymount Poad, Haywards Heath, west £17,226 86 £6.650.30  2.982.775.08  2.981.763.082 0 1
Sussey, RH1s 3DN
. 3 Temple Quay, Temple Back, East Brislol, _
The 8 ! £0.20 L 20 510.707 310,70 1 1
Ie Can b5 Banks Lunited Samarset. BS1 607 {0 Q 180, 707
W s | k S . L B F 5 <1
13 Pension Group Dz\.“.'ﬁz)n House, 5 Jewry Street. London, EC3N £12.295.82 £70,673.11 3.315,145.315 3334,604.215 181 181
Limied 2EX
AE Sofutions Pensian «fa ESRG Group Regus Houtse, Hevans Way, - .
£0.00 £4,260.7% +9720.818 4.%20.818 - 94
Sclpeime: Chester Business Parl, Chester, CHA QR
My Workptace Pensions /o My Workplace Pensions Limited, Guildhalt N
£0. £23,510.29 85.089.3 089,355 - 612
{achemal Yard, Blackwell House. Londan, EC2Y BAE w bio.2 ® 5 85,089

Qthenr clianty Detinls tedacted £515.489.01 F360.802.14 507,251 391 37,941,851.39 FEE] 85

L175.74 v . - s R E . . ) 2,442

Note: as stated thraughout this report and the our previous communications, the reconciliation of information
on the Company platform to the ingividual client entitlements is not yet complete and further work is to be
completed in this regard.

Please note that the above schedule is an analysis of the total number of units held of each class of client
asset, it is not an indication of the current value of any holdings,

Ta the fullest extent permitted by law, neither the joint special administrators, Strand Capital Limited, Smith
& Williamson LLP or LA Business Recovery Limited assume any responsibility for the content of this information
and do not accept any personal liability in respect of this document to any party.

As soon as the joint special administrators are in a position to update this information, details will be pravided
to alt clients.
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IV Time analysis for the period

Overview

The joint special administrators’ time costs have been apportioned between work undertaken in the pursuit of
objective 1, and work undertaken in pursuit of objectives 2 and 3.

Furthermore, as the appointment of the joint special administrators comprises two separate firms, we have
shown each firm's time costs separately for each of the apportionments between objectives.

The follewing pages show the apportionment of these time costs in accordance with best practice prescribed
by 5IP9, which can be summarised as follows:

Average

L Hourly rate
Objective

£

1 Smith & Wiltiamson LLP 489,10 199,218.75 407.32

1 LA Business Recavery Limited 131.77 71,127.20 539.78

Total

263 Smith & Williamson LLP 395.40 144,874.52 366.40

263 LA Business Recovery Limited 38.90 21,398.50 550.08

Total 434,30 166,273.02 382.85

Strand Capital Limited {in special administration)
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V Cumulative time analysis

Overview

The joint special administrators’ time costs have been apportioned between work undertaken in the pursuit of
objective 1, and work undertaken in pursuit of objectives 2 and 3.

Furthermare, as the appaintment of the joint special administrators comprises two separate firms, we have
shown each firm’s time costs separately for each of the apportionments between objectives.

The foliowing pages show the apportionment of these time costs in accordance with best practice prescribed
by SIP9, which can be summarised as follows:

Total Average
Costs Hoaurly rate

Objective Firm / Period

£ £
1 Smith & Williamson LLP
17" May 2017 - 16™ November 2017 1,253.55 473,833.75 377.99
17" November 2017 - 16™ May 2018 489.10 199,218.75 407.32
1 LA Business Recovery Limited
17" May 2017 - 16" November 2017 124.06 67,276.10 542.29
17 November 2017 - 16™ May 2018 131.77 71,127.20 539.78
Total 1,998.48 811,455.80 406.04
283 Smith & Williamson LLP
17" May 2017 - 16 Navember 2017 435.15 172,818.38 197.1%
17" November 2017 - 16™ May 2018 395.40 144,874.52 366.40
263 LA Business Recovery Limited
17" pMay 2017 - 16" November 2017 50.19 27,296.40 543.86
17" November 2017 - 16" May 2018 38.90 21,398.50 550.08
Total 919.64 366,387.8C 398,40

Strand Capital Limited {in special administration) 41 "
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VI Staffing and charging policies,
and charge out rates

Introduction

Detailed below are policies in relation to staff allocation, the use of professional advisers and disbursement
recovery, which are comman to both Smith & Williamson LLP and LA Business Recovery Limited.

Also shawn are ¢harge out rates for the period applicable to the period of this report for both firms,

Staff allocation

Cur general approach to resourcing our assignments is to allocate staff with the skills and experience to meet
the specific requirements of the case.

The canstitution of the case team will usually consist of a partner and a partner ar director or associate
director as joint office holders, a manager, and an administrator or assistant. The exact constitution of the
case team will depend on the anticipated size and complexity of the assignment and the experience
requirements of the assignment. The charge out rate schedule below provides details of all grades of staff and
their experience level,

Use of professional advisers

We setect professional advisers such as agents and solicitors on the basis of balancing a number of factors
including:

s The industry and/or practice area expertise required to perform the required work.

»  The complexity and nature of the assignment,

» The availability of resources to meet the critical deadlines in the case.

+ The charge out rates or fee structures that would be applicable to the assignment.

s The extent to which we believe that the advisers in question can add value to the assignment.

Disbursements

Category 1 disbursements do not require approval by creditors. The type of disbursements that may be
charged as a Category 1 disbursement to a case generally comprise external supplies of incidental services
specifically identifiable to the case, such as postage, case advertising, invoiced travel and external printing,
room hire and document storage. Also chargeable will be any properly reimbursed expenses incurred by
personnel in connection with the case.

Category 2 disbursements do require approval from creditors. These are costs which are directly referable to
the appointment in question but are not payments which are made to an independent third party and may
include shared or allocated costs that can be allocated to the appointment on a proper and reasonable basis
such as internal room hire, document storage or business mileage.

Details of any Category 2 disbursements incurred and/or recovered in the period covered by this report are set
out in the body of this report.

S&WFS

S&WEBC is a pensions consultancy firm which specialises in providing advice to insolvency Practitioners on their
appointment in relation to all aspects of pensions. It is a division of S&WFS, a company associated with Smith
& Williamson LLP.
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SEWEBC may be engaged to deal with the Company’s pension affairs. Payments to parties in which the joint
special administrators or their firm have an interest must be disclosed to, and approved by, creditors. Fees for
their services are accrued on a time costs basis. Consequently, details of the charge out rates for SEWEBC are

provided to creditors.

Charge out rates

The rates applicable to this appointment are set out below. There have been no changes to the charge out
rates during the period of this report with effect of 1% July 2017.

Smith & Witliamsan LLP Restructuring & Assurance & . Corporate
. Forensic
Recovery Business X Tax
Charge out rates . . Accounting
Services Services £ihr
£/hr Efhr tihr
Partner / Director 545-625 550 - 625 700 500 - 600
Associate Director 490-525 - - 400
Managers 395-500 300 400 - 470 21% - 350
Other professional staff 200-395 295 - 310 180 - 340 180
Support & secretarial 100-250 130 - 240 80 - 100 100 - 120
staff

S&WFS Employee Benefits Consultancy

Charge out rates to 30" June 2017

Director 442.50
Manager 277.50
Administrator 217.50

LA Business Recovery Limited £/hr

IP / Office Holder 400 - 625
Managers 350
Senior Professicnal Staff 275
Other Professional Staff 150
Administrators 90
Support staff 75
Notes:
1. Smith & Williamson LLP records time in units representing 3 minutes or multiples thereof.
2. LA Business Recovery Limited records time in units representing 6 minutes or multiples thereof
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www.smithandwilliamson.com
Principal offices: London, Belfast, Birmingham, Bristol, Dublin, Glasgow, Guildford, Jersey, Salisbury and Southampton.

Smith & Williamson LLP is regulated by the Institute of Chartered Accountants in England and Wales for a range of investment business
activities. A member of Nexia International. Registered in England at 25 Moorgate, London EC2R 8AY No DL369871,

Nexia Smith & Williamson Audit Limited is registered to carry on audit work and regulated by the Institute of Chartered Accountants in
England and Wales for a range of Investment business activities. A member of Nexia International,

A member of

Nexia

International
Smith & Williamson is a member of Nexia International, a worldwide network of independent accounting and cansulting firms.
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