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Abcellute Limited
{In Liquidation)
Joint Liquidators® Abstract of Receipts & Payments

Statement From 08/10/2014 From 08/10/2012
of Affairs To 07/10/2015 To 07/110/2015
GENERAL FIXED CHARGE
25,000 00 Patent/Trade Mark NIL NIL
(287,593 00) Finance Wales Investments (5) Limited NIL NIL
(499,396 00) Fusion IP NIL NIL
NIL NIL
ASSET REALISATIONS
9,000 00 Furniture & Equipment NIL 4,510 00
4,451 00 Book Debts NIL 3,335 40
14,845 00 Cash at Bank NIL NIL
Bank Interest Gross 340 34 39
Bank Interest Net of Tax NIL 489
340 7,884 68
COST OF REALISATIONS
Auctioneers Fees NIL 1,120 33
Agents/Valuers Fees NIL 1,500 €O
Storage Costs NIL 459 81
Statutory Advertising NIL 201 38
NIL (3,281 52)
PREFERENTIAL CREDITORS
(850 00) Employees Wage ArrearsfHoliday Pay NiIL NIL
NIL NIL
UNSECURED CREDITORS
{7,031 00) Trade & Expense Creditors NIL NIL
(31,696 00) HSBC Bank Pic NIL NIL
{3,851 00) HM Revenue & Customs - PAYE/NI NIL NIL
(801 00) HM Revenue & Customs - VAT NIL NIL
(693,736 00) Abcellute Tissue Bank NIL NIL
(11,000 00) Employee Redundancy and PILON NIL NIL
(1,685 00) Accruals NIL NIL
(8,400 00) Fusion IP NIL NIL
NIL NIL
DISTRIBUTIONS
(3,677 00) Ordinary Shareholders NIL NIL
(1,137,034 00) Share Premium NIL NIL
NIL NIL
(2,633,454 00) 340 4,603 16
REPRESENTED BY
Bank 1 - Current 4,603 18
4,603 16
Page 2 of 2 IPS SQL Ver 504 Edward T Kerr

Joint Liquidator




Tel +44 (0)116 250 4400 Pannell House
B D O . . Fax: +44 (D)116 285 4651 159 Charles Street
www bdo co uk Leicester

e e—— LE1 1LD

TO ALL KNOWN CREDITORS 11 November 2015

Our ref 04022828/1JG/KOR/DC

Please ask for D1 Chapman
Telephone 0116 2504477
Emait Drane. Chapman
@bdo co uk

Dear Sirs

Abcellute Limited - In Liquidation (“the Company”)
Report to creditors on the progress of the Liquidation pursuant to Rule 4.49C of the Insolvency

Rules 1986

| write to give you a progress report on the conduct of the Liguidation for the period from 8 October
2014 to 7 October 2015 (“the perod”).

The following schedules are attached to this report:
1 Statutory iformation

An abstract of the Joint Ligudators' receipts and payments account for the period of the
report and since the commencement of the hguidation on 8 October 2012.

3. An analysis of the time charged to the liquidation estate n the period and for the whole of
the ligwidation period commencing 8 October 2012.

4 Summary of the policies of BDO LLP 1n respect of fees and expenses for work tn relation to
the Joint Liguidators

5. Creditors’ guide in relation to insolvency Practitioners Fees,

6. An extract from the Insolvency Rules 1986 regarding Members and Creditors Rights.

General overview

This is the third progress report on the conduct of the Liquidation and details the progress for the
period from 8§ October 2014 to 7 October 2015.

The Company was incorporated in September 2001, ts trading actwities being research and
development.

Its man business was the development and marketing of applications for ‘SureTran’ a gel which
extends the life of human and other cells for biomedical research.

The directors mainly attnibute the decline i business as being due to;

e The decline in tissue supply and corresponding falt in tissue sales,

e Failure to secure new contracts for kidney cell services;

« Inconclusive trals with a global leader in celt preservation for the application of SureTran
n a number of projects that were subsequently removed from current portfolio
requirements

Details of the authorising bodies of the fnsolvency appointment takers at BDO LLP are available at www bdo uk com/services/advisory/business
restructunng/authorsing bodies {nsolvency appointments takers

BDO LLP, a UK limfted tiability partnership registered in England and Wales under number OC305127, is 2 member of BDO international Limited, a UK company limited
by guarantee, and farms part of the intemational BDO network of independent member firms A list of members’ names {5 open to inspection at our registered office,
55 Baker Street, London WU 7EU  BDO LLP (s authorised and regulated by the Finandal Conduct Authority to conduct investment business
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Progress of the Liquidation
During the penod | have dealt with the statutory obligations of a Liqundater.

| would advise that all of the Company’s assets have been realised and 1 am now 1n the process of
commencing closure of the case

Asset Realisations
Bank Interest

The only asset realisation recewved dunng the perned that | am reporting on 1s a small amount of
bank 1nterest amounting to £3

Costs incurred other than Liquidators’ expenses

No expenses have been charged dunng the penod.

Creditor Claims

Secured Creditors

Finance Wales Investments (5) limted holds full fixed and floating charge Debentures dated
17 December 2008 and 9 November 2009 In total, loans amounting to approximately E287k are

outstanding and due from Abcellute Holdings Limited, but secured by way of cross guarantee from
the Company

Fusion IP Cardiff Linited holds full fixed and floating charge Debentures dated 17 December 2008
and 20 August 2009. Fusion IP Cardiff Limited 1s owed 1n excess of £499k.

There is no likelihood of a distribution to the secured creditors.

Preferential Creditors

As you are aware the Company's employees were made redundant wmmediately pror to my
appointment. A number of employees had claims for outstanding wages and holiday pay. As a
consequence a preferential claim has been received from the Redundancy Payments Office n the
sum of £799.

Based on current information, there will not be a distnbution to preferential creditors.

Unsecured Creditors

According to the books and records in our possession the Company's hiabilities to non preferential
creditors as at the date of appointment totalled £758,200. Claims received to date equate to

£37,520

Based on present information, there is no likehhood of a distnbution to unsecured creditors of the
Company.

e
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Prescribed Part

Section 176A of the Act requires the Jont Liquidators to set aside a prescribed amount of the
Company’s “net property” towards the satisfaction of unsecured debts Net property 15 the amount
of property that would otherwise be available for satisfaction of holders of debentures secured by,
or holders of, any floating charge created by the Company on or after 15 September 2003

Given the LUimted realisations 1n this matter a distnbution under the Prescnbed Part 15 not
anticipated,

Dividend Distribution

In accordance with Rule 4 186 and Rule 11.7 of the Insolvency Rules 1986, | would advise that there
1s no likelihood of a dividend distribution to any class of creditor due to nsufficient realisations

Remuneration and disbursements

The basis of the Jomt Ligudators’ fee approvat was agreed at a meeting of creditors held on
8 October 2012 1n accordance with Rule 4 127 of the Insolvency Act 1986 when a resolution was
passed that their remuneration be fixed by reference to the time properly given 1n attending to
matters ansing n the Liquidation at PKF (UK) LLP's {Now BDO LLP) usual charge out rates

The time costs incurved in the period covered by this report from 8 October 2014 to 7 October 2015
amount to £2,989 and represent 14 hours at an average hourly rate of £213 per hour.

Time costs incurred from the date of appointment on 8 October 2012 to 7 October 2015 amount to
£49,466 which represents 187 hours at an average rate of £265. A detailed analysis of the time
costs incurred 15 enclosed These are shown on separate schedules due to a change n our
accounting system on 1 June 2013. No fees have been drawn to date. However, it 15 the Joint
Liquidators intention to shortly drawn down an amount on account of their time costs incurred to
date The batance of time costs will then be wntten off.

These amounts are derived from BDO LLP’s normal rates for ime properly spent by the liquidators
and their staff 1n attending to matters ansing in the ligwdation Where members of staff have been
employed on this case they have been so based on their expenience and abilities in dealing with a
case of this nature. Where appropnate certain staff have dealt with a speafic area of the
ligundation due to their specialist skills in that area. BDO LLP’s scale rates may ncrease from time
to time aver the period of an assignment

All staff who have worked on this matter, including cashiers and secretarial staff, have charge time
directly to the assignment and are ncluded n the enclosed analysis The cost of staff employed in
central admimstration functions 1s not charged directly to the assignment but 15 reflected n the
general level of charge out rates

Attached to this report 1s a summary of the policies of BDO LLP 1n respect of fees and expenses for
work 1n relation to the higuidation. Also attached 1s a creditors’ guide to fees, which provides
information regarding creditors’ nights n relation to mnsolvency practitioners’ fees

Joint Liquidators’ Disbursements
There have been no Category 1 or Category 2 disbursements charged n the period.

Creditors’ rights

| provide at the end of this report an extract from the Insolvency Rules 1986 setting out the nghts of
creditors to request further information and/or challenge the remuneration or expenses within the
Ligusdation.
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If you have a complaint you should address 1t 1n the first instance to the Senior Partner, BDO LLP, 55
Baker Street, London, W1U 7EU. If you are still dis-satisfied, the Insolvency Service has established
a central gateway for considenng complaints in respect of Insolvency practitioners. In the event
that you make a complaint to me but are not satisfied with the response from me then you should
visit  https.//www gov uk/complain-about-insolvency-practitioner where you will find further
nformation on how you may pursue the complaint.

Concluding Comments

| confirm that | am not aware of any outstanding matters n relation to the Liguidation proceedings
and have received no objection to H M Revenue & Customs to the closure of the close. A final report
will be forwarded to Members and Creditors 1n due course

| trust the above provides you with sufficient information, but 1f you require more or have any
questions please contact Diane Chapman on 0116 250 4477,

Yours faithfully

For and on behalf of
Abcellute Limited

at—
Edward T Kerr
Joint Liguidator

&
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STATUTORY INFORMATION

Company name Abcellute Limited
Registration number 04295590
Registered office c/o BDO LLP
address 125 Colmore Row

Birmingham

B3 35D
Liquidator(s) details tan J Gould

BDO LLP

125 Colmore Row, Birmingham, B3 35D
Appointed 08/10/2012
Resigned

Edward T Kerr

BDO LLP

Pannell House, 159 Charles Street, Leicester LE1 1LD
Appointed: 08/10/2012

Resigned:




Abcellute Limited
{In Liquidation)
Joint Liquidators’ Abstract of Receipts & Payments

Statement From 08/10/2014 From 08/10/2012
of Affairs To 07/10/2015 To 07/10/2015
GENERAL FIXED CHARGE
25,000 00 Patent/Trade Mark NIL NIL
(287,593 00) Finance Wales Investments (5) Limited NIL NIL
{499,396 00) Fusion IP NIL NIL
NIL NIL
ASSET REALISATIONS
9,000 00 Furniture & Equipment NIL 451000
4,451 00 Book Debts NIL 3,33540
14,845 00 Cash at Bank NIL NIL
Bank Interest Gross 340 34 39
Bank interest Net of Tax NIL 489
340 7,884 68
COST OF REALISATIONS
Auctioneers Fees NIL 1,120 33
Agents/Valuers Fees NIL 1,500 00
Storage Costs NIL 459 81
Statutory Advertising NIL 201 38
NIL (3,281 52)
PREFERENTIAL CREDITORS
(850 00) Employees Wage Arrears/Holiday Pay NIL NIL
NIL NIL
UNSECURED CREDITORS
(7,031 00) Trade & Expense Creditors NIL NIL
(31,695 00) HSBC Bank Plc NIL NIL
(3,851 00) HM Revenue & Customs - PAYE/NI NIL NIL
(801 0D) HM Revenue & Customs - VAT NIL NIL
(693,736 00) Abcellute Tissue Bank NiL NIL
(11,000 00) Employee Redundancy and PILON NIL NIL
(1,685 00) Accruals NIL NIL
(8,400 00) Fusion IP NIL NIL
NIL NIL
DISTRIBUTIONS
(3,677 00) Ordinary Shareholders NIL NIL
(1,137,034 00) Share Premium NIL NIL
NIL NIL
(2,633,454.00) 3.40 4,603.16
REPRESENTED BY
Bank 1 - Current 4,603 16
4,603.16
ls”
Edward T Kerr

IPS SQL Ver 504

Joint Liquidator



Name of Assignment ABCELLUTE LIMITED 00221418
Summary of Time Charged and Rates Apphcable for the Period From 8 October 2014 to 7 October 2015

| SENIOR
PARTNER MANAGER ASSISTANT ADMINISTRATOR OTHER STAFF GRAND TOTAL AV RT
MANAGER ADMINISTRATOR
Descrniption
Hours Total Hours Total Houry Total Hours Total Hours Total Hours Total Hours Total £
£ £ £ £ £ £ i
C Planning and Strategy 240 70800 140 708 00 29500
D General Administration 055 130 05 070 128 10 040 6990 065 74 30 230 402 35 17493
1 Reporting 060 17700 300 51600 360 693 00 192 50
J Distnbution and Closure 030 88 50 oo 52130 330 610 80 18509
K. Work LR 244 80 190 330 40 270 571520 213 04
000 000 465 1,348 35 070 128 10 830 1,438 60 065 7430 000 000
Net Total 14 30 2,089 35
Grand Total 2,989 35

Page 1 of |
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SIP9 Analysis of OfficeHolders Timecosts for the Period 8 October 2012 to 7 October 2013

Client: 4022828 Abcellute Limited
Grade: Partner { Director Manager Supervisor { Senior Admunistrator | Assistant Total
Adminmstrator
Average Cost per hour: £317.00 £235.00 £181.00 £102.00 £289.00

Tasks Amount (£) Hours Amount (£} Hours Amount (£} Hours Amount (£) Hours Amount (£) Hours
Partner/Senior Manager Review 126 80 040 000 000 000 000 41 40 0320 168 20 0.70
Pianning & Monitoring 1,585 00 500 000 000 170 90 110 000 0 0o 1,755 80 6.10
Cashiering Function Generally 57 00 020 22340 100 145 80 080 498 54 538 924 74 7.38
Office Holders Tax Liabiities 46 10 010 837 10 295 181 00 100 000 000 864 20 405
CDDA 1986 Work 380 40 120 0co 000 126.70 070 000 000 507 10 190
Secured Credrtors (reporting/accounting for funds, etc) 410025 1375 000 000 3620 020 000 000 4,13645 13385
Partly Secured Creditors (including of lease and HP) 1,109 50 350 000 000 000 000 000 000 1,109 50 350
Non Preferential Creditors 000 000 o000 000 90 50 050 000 000 90 50 0.50
Employee Claims 6270 015 000 000 670 50 370 20476 156 937.96 541
Fixed Asset Realisation 633975 2105 000 000 3620 020 000 000 6375985 2125
Book Debt Realisations 0oo 000 000 000 65 20 040 000 000 65 20 040
Other Asset Realisations 681550 2150 000 000 1810 010 000 000 6,33360 21.60
Insurance & Banding 000 0.00 000 000 199.10 1.10 0.00 0.00 199 10 1.10
General Administration 1,788 00 580 000 000 1,249 00 450 000 000 3,037.00 10.30
Statutory Compliance (including CRO retums and lodges 3,23300 1040 000 000 291 80 160 000 000 3,524.80 1200
Computensation/IPS 000 000 000 000 000 000 99 44 113 99 44 113
Liasing with Agents/Soltcitors/Other Professionals 483425 1525 000 000 000 000 000 000 483425 15.25

30,478325 9830 860 50 3.95 3,281.00 1590 844.14 8.37 35,46389 12652




Name of Assignment

Abcellute Limited

00221418

Summary of Time Charged and Rates Applicable for the Period From 1 June 2013 to 7 October 2015

Desceription

C Planming and Strategy
D General Admiustration

E Asscts Reahsation/Dealing

G Employee Matters

I Reporting

J Distribution and Closure

K. Work

PARTNER
Hours Total
£
0,10 46 10
o010 4510

MANAGER

Hours Total
£
740 18300

880 247220
5175 1,507 25
035 7105
1135 3,348 15
090 26550

205 85105

35 60 10,398 30

Hours

ASSISTANT
MANAGER
Total
£

340 617 00
030 4710
040 7320
090 164 70
145 27985
645 1,181 85

SENIOR
ADMINISTRATOR.
Hours Total
110 185 00
Joo 51600
30 52230
190 330 40

900 1,553 70

Page 1 of |

ADMINISTRATOR
Hours Total
£
050 5420
185 23370
3o 350 20
095 8145
630 19 58

Net Total

QTHER STAFF
Hours Total
£
150 8325
020 19 80
170 103 05

GRAND TOTAL
Hours Total
i
790 2,370
1675 3,63725
605 1,554 35
095 164 05
1815 4,379 15
39 787 80
635 1,242 75

6015 14,002 55

AV RT

28319

2715

25692

172 68

23995

202 00

1957
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Statement from the Insolvency Rules 1986 (as amended) regarding the rights of creditors n
respect of the Joint Liquidators’ fees and expenses:

Rule 4.49E Crechtors’ and members’ request for further information

(1) K-

@)

3)

(@

(b)

within the period mentioned 1n paragraph (2)—

m a secured creditor, or

m an unsecured creditor with the concurrence of at least 5% n value of the unsecured
creditors (inciuding the creditor n question), or

{m) members of the company 1 a members’ voluntary winding up with at least 5% of the total
voting rghts of all the members having the right to vote at general meetings of the
company, or

with the permission of the court upon an application made within the penod mentioned n paragraph
(2)-

)] any unsecured creditor, or
(m} any member of the company 1n a members' voluntary winding up,

makes a request 1n wnting to the Ligudator for further information about remuneration or expenses
set out 1n a progress report n accordance with Rule 4 49B(1)}{e) or (f) (including by virtue of Rule
4 49C(5)) or 1n a draft report under Rule 4 49D, the hquidator must, wathin 14 days of recewpt of the
request, comply with paragraph (3) except to the extent that the request 1s 1 respect of matter[s] in
a draft report under Rule 4 49D or a progress report required by Rule 4 108 which (in either case} was
previously included in a progress report not required by Rule 4 108

The penod referred to n paragraph (1)(a) and (b) -

(a)

(b)

7 busmess days of receipt (by the last of them n the case of an application by more than one
member) of the progress report where 1t 1s required by Rule 4 108, and

21 days of receipt {by the last of them n the case of an application by more than one member} of the
report or draft report in any other case

The Liquidator complies with this paragraph by eather-

(a)
(b}

providing all of the information asked for, or
so far as the lquidator considers that-
) the time or cost of preparation of the information woulid be excessive, or

() disclosure of the nformation would be prejudicial to the conduct of the liguidation or
might reasonably be expected to lead to vialence aganst any person, or

{m}) the liguidater 15 subject to an obligation of confidentrality n respect of the nformation,
giving reasons for not providing all of the information

Rule 4.131 Creditors’ claim that remuneration is or other expenses are excessive

()

(14)

Any secured creditor, or any unsecured creditor with either the concurrence of at (east 10% w value of the
creditors (including that creditor) or the permission of the court, may apply to the court for one or more of the
orders n paragraph (4)

Application may be made on the grounds that-

{a)
{b)

the remuneration charged by the hquidator,

the bass fixed for the liquidator's remuneration under Rule 4 127, or

&



(1B)

2)

3

(4

{3)

©) expenses incurred by the liquidator,

5 or arg, 1n all the arcumstances, excessive or, 1n the case of an application under sub-paragraph (b),
nappropriate

The application must, subject to any order of the court under Rule 4 49E(5)}, be made no later than 8 weeks
(or, 1 a case faliing within Rule 4 108, 4 weeks) after receipt by the applicant of the progress report, or the
draft report under Rule 4 49D, which first reports the charging of the remuneration or the ncurnng of the
expenses 1 question (“the relevant report™)

The court may, if 1t thinks that no sufficient cause 1s shown for a reduction, dismiss the application, but it shall
not do so unless the applicant has had an opportumty to attend the court for a hearing, of which he has been
given at least 5 business days' notice but winch 15 without notice to any other party.

If the application 15 not disrmissed under this paragraph, the court shall fix a venue for it to be heard, and give
notice to the applicant accordingly

The applicant shall, at least 14 days before the hearing, send to the liqumdator a notice stating the venue and
accompanted by a copy of the application, and of any evidence which the applicant intends to adduce in
support of 1t

If the court considers the application to be weli-founded, 1t must make one or more of the fotlowing orders-

{a) an order reducing the amount of remuneration which the hiquidator was entitled to charge,

{b) an order fixng the basis of remuneration at a reduced rate or amount,

{c) an order changing the basis of remuneration,

(d} an order that some or all of the remuneration or expenses mn question be treated as not being
expenses of the liquidation,

{e) an order that the Liquidator or the ligquidator's personal representative pay to the company the
amount of the excess of remuneration or expenses or such part of the excess as the court may
specify,

and may make any other order that 1t thinks just but an order under sub-paragraph (b} or (¢) may be made
only in respect of periods after the perod covered by the relevant report

Unless the court orders otherwise, the costs of the application shall be paid by the applicant, and are not
payable as an expense of the liqmdation
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Abcellute Lirmted - In Ligundation

In accordance with best practice we provide below details of the policies of BDO LLP n respect
of fees and expenses for work 1n relation to the above insolvency.

The current charge out rates per hour of staff within our firm, who may be nvolved in working
on the msolvency, follows This in no way implies that staff at all such grades will work on the
case.

GRADE £
Partner 374-484
Director/Semor Manager 285-335
Manager 213-242
Assistant Manager/Semior Executive 192
Executive 163-181
Admimstration Assistant 104-145
Jumor Admimistrator 82
Support staff/Secretary 57-66

The rates charged by BDO LLP are reviewed 1n December and July each year and are adjusted to
take account of inflation and the firm’s overheads.

Time spent on casework 1s recorded directly to the relevant case using a computensed time
recording system and the nature of the work undertaken 1s recorded at that time. Units of time
can be as small as 3 minutes BDO LLP records work 1n respect of insolvency work under the
following categones -

Pre Appointment

Steps upon Appointment
Planning and Strategy
General Admimstration
Asset Realisation/Management
Trading Related Matters
Employee Matters
Creditor Claims
Reporting

Distrbution and Closure
Other Issues

Under each of the above categories the work 15 recorded n greater detail in sub categones.
Please note that the 11 categones provide greater detail than the six categones recommended
by the Recogmised Professional Bodies who are responsible for hcensing and monitoring
nsolvency practitioners

Where officeholders’ remuneration 1s approved on a time cost basis, the time nvoiced to the
case will be subject to VAT at the prevailing rate.

Where remuneration has been approved on a time costs basis a penodic report will be provided
to any committee appointed by the creditors or 1n the absence of a committee to the creditors.
The report will provide a breakdown of the remuneration drawn and will enable the reciments to
see the average rates of such costs
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Other Costs

Where expenses are incurred n respect of the nsolvent estate they will be recharged. Such
expenses can be divided into two categones

Category 1

This heading covers expenses where BDO LLP has met a specific cost 1n respect of the wnsolvent
estate where payment has been made to a third party. Such expenses may include 1tems such as
advertising, couners, travel (by public transport), land registry searches, fees in respect of
swearing legal documents etc In each case the recharge will be reimbursement of a specific
expense incurred.

Category 2

Insolvency practice additionally prowvides for the recharge of expenses such as postage,
stationery, photocopying charges, telephone, fax and other electromic communications, which
cannot be economically recorded n respect of each specific case. Such expenses, which are
apportioned to cases, must be approved by the creditors 1n accordance with the Insolvency Rules
1986, before they can be drawn, and these are known as category 2 disbursements. The current
policy of BDO LLP 1s to recharge this expense on the basis of a figure based upon the number of
creditors with whom we have to communicate and report during the insolvency. This 1s the
method of calculation that was histonically provided under statutory orders for the Official
Recewer,

Where applicable, all disbursements will be subject to VAT at the prevailing rate

BDO LLP




' BDO A Creditor's Guide to Liquidators’ Fees
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A Creditor's Guide to Liguidators’ Fees
Introduction

When a company goes Into higuidation the costs of the proceedings are paid out of its assets The
creditors, who hape to recover some of then debts out of the assets, therefore have a direct interest
i the level of costs, and n particular the remuneration of the nsolvency practitioner appointed to
act as tiqudator The wnsolvency legislation recogmises this interest by providing mechanisms for
creditors to fix the bass of the liquidator’s fees This guide 1s intended to help creditors be aware of
their rnghts to approve and monitor fees, explains the basis on which fees are fixed and how creditors
can seek nformation about expenses incurred by the liquidator and challenge thase they consider to
be excessive.

Liquidation procedure

Liquidation {or “winding up') 1s the most common type of corporate nsolvency procedure Ligundation
s the formal winding up of a company’s affars entalting the realisation of 1ts assets and the
distribution of the proceeds n a preschbed arder of pnonty Ligwdation may be either voluntary,
when 1t 15 stituted by resolution of the shareholders, or compulsory, when it is nstituted by order of
the court

Voluntary liquidation 15 the more common of the two An insolvent voluntary ligundation s called a
crechtors’ voluntary liguidation (often abbreviated to “CVL’) in this type of liquidation an wsolvency
practitioner acts as liquidator throughout and the creditors can vote on the appeintment of the
liqurdator at the first meeting of creditors

In a compulsory liquidation on the other hand, the function of ligundator 1s, 1 most cases, imtially
performed not by an nsolvency practitioner but by an official called the official receiver. The official
recever 15 an officer of the court and an official belonging to The Insolvency Service [n most
compulsory liquidations, the official recetver becomes liquidator rmmediately on the making of the
winding-up order Where there are significant assets an insolvency practitioner witl usually be
appointed to act as ligndator in place of the official recewer, either at a meeting of creditors
convened for the purpose or directly by The Insolvency Service on behalf of the Secretary of State
Where an mnsolvency practitioner 1s not appointed the official receiver remains higuidator

Where a compulsory hiquidation follows immediately on an admimstration the court may appoint the
former admmstrator to act as Lguidator In such cases the official recewver does not become
higuidator An administrator may also subsequently act as Liquidatorina CVL

The hquidation committee

in a liquidation {whether voluntary or compulsory} the creditors have the right to appoint a committee
calied the liguwdation commttee, with a minimum of 3 and a maximum of 5 members, to momtor the
conduct of the liquidation and approve the hquidator’s fees The commitiee 1s usually established at
the creditors’ meeting which appoints the hiquidator, but in cases where a Lliquidation follows
immedately on an adrmimistration any committee established for the purposes of the admmistration
will continue 1n being as the lguidation comrmttee.

The ligmdator must call the first meeting of the committee within 6 weeks of 1its establishment {or his
appointment 1f that s later), and subsequent meetings must be held either at specified dates agreed
by the committee, or when requested by a member of the committee, or when the Liquidator deaides
he needs to hold one The liquidator is required to report to the committee at least every 6 months on
the progress of the liqundation, untess the committee directs otherwise This provides an opportunity
for the committee to momtor and discuss the progress of the msolvency and the level of the
biqundator’s fees

Fixing the hquidator’s remuneration

The basis for fixang the ligmdator’s remuneration 1s set out n Rules 4.127 - 4 1 27B of the Insolvency
Rules 1986. The Rules state that the remuneration shall be fixed:

= as a percentage of the value of the assets which are realised or distnbuted or both,

« by reference to the time properly given by the liquidator and his staff 1 attending to matters
ansng 1n the hiquidation, or

¢ asaset amount
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Any combination of these bases may be used to fix the remuneration, and different bases may be used
for different thangs done by the ligquidator Where the remuneration 1s fixed as a percentage, different
percentages may be used for different things done by the ligundator.

It is for the Liquidation committee (if there 1s one) to determne on which of these bases, or
combination of bases, the remuneration 1s to be fixed. Where 1t 15 fixed as a percentage, it 1s for the
committee to determine the percentage or percentages to be applied. Rule 4 127 says that in armving
at 1ts decision the commttee shall have regard to the following matters:

» the complexity {or otherwise) of the case;

« any responsibility of an exceptional kind or degree which falls on the liquidator in connection with
the insolvency;

+ the effectiveness with which the hquidator appears to be carrying out, or to have carred out, his
duties;

+ the value and nature of the assets which the liguidator has to deal with,

If there 15 no hgquidation committee, or the commttee does not make the requisite deterrmnation, the
hquidator’s remuneration may be fixed by a resolution of a meeting of creditors. The creditors take
account of the same matters as apply n the case of the commttee A resolution specifying the terms
on which the liquidator 15 to be remunerated may be taken at the meeting which appoints the
hiquidator.

If the remuneraticn 1s not fixed as above, 1t will be fixed 111 one of the following ways In a CVL, it will
be fixed by the court on application by the liqudator, but the liquidator may not make such an
application unless he has first tned to get his remuneration fixed by the committee or creditors as
described above, and n any case not later than 18 months after his appomtment In a compulsory
hiquidation, 1t will be 1n accordance with a scale set out in the Rules

Where the hquidation follows directly on from an administration 1n which the hqudator had acted as
admmstrator, the basis of remuneration fixed 1n the administration continues to apply n the
liguidation (subject to paragraph 8 below)

Review of remuneration

Where there has been a matenal and substantial change in crcumstances since the basis of the
ligudator’s remuneration was fixed, the hquidator may request that it be changed The request must
be made to the same body as imitially appraved the remuneration, and the same rules apply as to the
onginal approval

What information should be provided by the hquidator?
When fixing bases of remuneration

When seeking agreement for the basis or bases of remuneration, the hiquidator should provide
sufficient supporting information to enable the committee or the creditors to make an informed
judgement as to whether the basis sought 1s appropriate having regard to all the circumstances of the
case. The nature and extent of the information provided will depend on the stage during the conduct
of the case at which approval 15 being sought The appendix 1o this guide sets out a suggested format
for the provision of formation

If any part of the remuneration s sought on a time costs basis, the liquidator should provide details of
the mummum time umts used and current charge-out rates, split by grades of staff, of those people
who have been or who are likely to be involved 1n the time costs aspects of the case.

The liquidator should also provide details and the cost of any work that has been or is intended to be
sub-contracted out that could otherwise be carned out by the liquidator or his or her staff

If work has already been carmned out, the liqundator should state the proposed charge for the period to
date and provide an explanation of what has been achieved 1n the pernod and how 1t was achieved,
sufficient to enable the progress of the case to be assessed and whether the proposed charge 15
reasonable 1n the circumstances of the case. Where the proposed charge 1s calculated on a ime costs
basis, the higindator should disclose the time spent and the average charge-out rates, in larger cases
split by grades of staff and analysed by appropriate activity. The liqundator should also provide details
and the cost of any work that has been sub-contracted out that could otherwise be carried out by the
liquidator or his or her staff
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After the bases of remuneration have been fixed

The hquidator 15 required to send progress reports to creditors at specified intervals (see paragraph
7.1 below). When reporting periodically to creditors, in addition to the matters specified wn paragraph
71, the liquidator should provide an explanation of what has been achieved 1n the pernod under review
and how 1t was achieved, sufficient to enable the progress of the case to be assessed. Creditors should
be able to understand whether the remuneration charged 15 reasonable 1 the circumstances of the
case (whilst recognising that the liqundator must fulfit certain statutory obligations and regulatory
requirements that might be percewved as bringing no added value for the estate). Where any
remuneration 15 on a time costs basis, the ligndator should disclose the charge n respect of the
period, the time spent and the average charge-out rates, n larger cases split by grades of staff and
analysed by appropnate actwity If there have been any changes to the charge-out rates dunng the
penod under review, rates should be disclosed by grades of staff, split by the periods apphicable. The
liquidatoer should also provide details and the cost of any work that has been sub-contracted out that
could otherwise be carred out by the liguidator or hus or her staff.

Disbursements and other expenses

Costs met by and reimbursed to the ligwidator 1n connection wath the liguidation should be appropnate
and reasonable Such costs will fall into twe categories

e Category 1 disbursements These are costs where there 15 specific expenditure directly referable
both to the liquidation and a payment te an independent third party These may nclude, for
example, advertising, room hire, storage, postage, telephone charges, travel expenses, and
equivalent costs reimbursed to the hiquidator or his or her staff.

+ Category 2 disbursements These are costs that are directly referable to the ligindation but not to
a payment to an independent third party They may nclude shared or allocated costs that can be
atlocated to the Liquidation on a proper and reasonable basis, for example, business mileage

Category 1 disbursernents can be drawn without prior approval, although the liquidator should be
prepared to disclose information about them n the same way as any other expenses Category 2
disbursements may be drawn if they have been approved in the same manner as the liguidator’s
remuneration When seelang approval, the ligwdator should explain, for each category of expense,
the basts an which the charge 1s being made

The following are not permissible.

+ acharge calculated as a percentage of remuneration;
+ an admmstration fee or charge additional to the hiquidator’s remuneration,

+ recovery of basic overhead costs such as office and equipment rental, depreciatien and finance
charges

Realisations for secured creditors

Where the hquidator realises an asset on behalf of a secured creditor and receives remuneration out
of the proceeds (see paragraph 11.1 below), he should disclose the amount of that remuneration to
the committee (If there 15 one), to any meeting of creditors convened for the purpose of determinming
his fees, and 1n any reports he sends to creditors.

Progress reports and requests for further information
The hquidator 1s required to send annual progress reports to creditors. The reports must snclude:

« details of the basis fixed for the remuneration of the hquidator {or if not fixed at the date of the
report, the steps taken during the penod of the report to fix 1t),

« if the basis has been fixed, the remuneration charged during the penod of the report, rrespective
of whether 1t was actually paid during that period (except where 1t 1s fixed as a set amount, 1n
which case 1t may be shown as that amount without any apportionment for the period of the
report),

s 1f the report 15 the first to be made after the basis has been fixed, the remuneration charged
during the perods covered by the previous reports, together with a description of the work done
durtng those penods, 1rrespective of whether payment was actually made during the period of the
report;

Revised 2011




l BDO A Creditor's Guide to Liquidators’ Fees

72

7.3

91

9.2

93

9.4

+ a statement of the expenses incurred by the lLiqudator during the period of the report,
irespective of whether payment was actually made dunng that period;

« astatement of the creditors’ rights to request further information, as explained \n paragraph 7 2,
and their right to challenge the liquidator’s remuneration and expenses

within 21 days of receipt of a progress report {or 7 business days where the report has been prepared
for the purposes of a meeting to recewve the liqnidator’s resignation) a creditor may request the
liquidator to provide furiher information about the remuneration and expenses set out n the report. A
request must be 1n writing, and may be made either by a secured credtor, or by an unsecured creditor
with the concurrence of at least 5% n value of unsecured creditors (including himself) or the
permission of the court

The liquidator must provide the requested information within 14 days, unless he considers that

+ the time and cost involved in prepanng the mnformation would be excessive, or

» disclosure would be prejudicial to the conduct of the liguidation or might be expected to lead to
violence against any person, or

+ the lLguidator 15 subject to an obligation of confidentiality 1n relation to the information
requested,

in which case he must give the reasons for not providing the mformation

Any creditor may apply to the court within 21 days of the liquidator’s refusal to provide the requested
information, or the expiry of the 14 days time lumt for the provision of the information

Provision of information - additional requirements

The liquidator must provide certain information about the time spent on the case, free of charge,
upon request by any creditor, director or shareholder of the company. The information which must be
provided 15 -

» the total number of hours spent on the case by the liquidator or staff assigned to the case,
+ for each grade of staff, the average hourly rate at which they are charged out;
+  the number of hours spent by each grade of staff in the relevant penod.

The period for which the information must be provided 1s the penod from appointment to the end of
the most recent penod of six months reckoned from the date of the Uquidator’'s appointment, or
where he has vacated office, the date that he vacated office.

The formation must be provided within 28 days of receipt of the request by the lgtndator, and
requests must be made within twoe years from vacation of office

What if a creditor is dissatisfied?

Except 1n cases where there 15 a ligumdation committee 1t is the creditors as a body who have authonty
to approve the hquidator’s fees To enable them to carry out this function they may require the
liquidator to call a creditors’ meeting In order to do this at least ten per cent 1n value of the creditors
must concur with the request, which must be made to the liquidator 1n writing

If a creditor believes that the liquidator’s remuneration 1s too high, the basis 18 1nappropnate, or the
expenses incurred by the liquidator are in all the circumstances excessive he may, provided certain
conditions are met, apply to the court.

Application may be made to the court by any secured creditor, or by any unsecured creditor provided
at least 10 per cent 1n value of unsecured creditors (including imself) agree, or he has the permssion
of the court. Any such application must be made within 8 weeks of the applicant recewving the
hiquidator’s progress report in which the charging of the remuneration or incurring of the expenses n
question 1s first reported (see paragraph 7.1 above). If the court does not disrmiss the application
(which 1t may 1f 1t considers that insufficient cause 1s shown) the applicant must give the liguidator a
copy of the application and supporting evidence at least 14 days before the hearing

if the court constders the application well founded, 1t may order that the remuneration be reduced,
the basis be changed, or the expenses be disallowed or repaid Unless the court orders otherwise, the
costs of the apphication must be paid by the applicant and not out of the assets of the insolvent
company
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What if the liquidator is dissatisfied?

If the Ligmdator considers that the remuneration fixed by the liquidation committee, ar 1n the
preceding administration, 1s insufficient or that the basis used to fix 1t 15 1nappropriate he may request
that the amount or rate be ncreased, or the basis changed, by resolution of the creditors. If he
considers that the remuneration fixed by the hiquidation committee, the creditors, in the preceding
adrmmstration or 1n accordance with the statutory scale 1s insufficient, or that the basis used to fix it
15 nappropriate, he may apply to the court for the amount or rate to be increased or the basis
changed If he decides to apply to the court he must give at least 14 days’ notice to the members of
the committee and the committee may normnate one or more of i1ts members to appear or be
represented at the court heanng. If there 1s no commttee, the liquidator’s notice of his application
must be sent to such of the creditors as the court may direct, and they may nominate one or more of
their number to appear or be represented The court may order the costs to be paid out of the assets.

Other matters relating to remuneration

Where the hquidator realises assets on behalf of a secured creditor he 1s entitled to be remunerated
out of the proceeds of sale 1n accordance with a scale set out 1n the Rules Usually, however, the
liqundator will agree the basis of his fee for dealing with charged assets with the secured creditor
concerned

Where two (or more) joint hguidators are appointed 1t 1s for them to agree between themselves how
the remuneration payable should be apportioned Any dispute between them may be referred to the
court, the committee or a meeting of creditors.

if the appomted hquidator s a soticitor and employs his own firm to act n the insolvency, profit costs
may not be paid unless authonsed by the committee, the creditors or the court

If a new ligmdator 1s appointed n place of another, any determination, resolution or court arder
which was i effect immediately before the replacement continues to have effect 1n relation to the
remuneration of the new liguidator until a further determination, resolution or court order 15 made

Where the basis of the remuneration 1s a set amount, and the liquidator ceases to act before the time
has elapsed or the work has been completed for which the amount was set, application may be made
for a determnation of the amount that should be paid to the outgoing liquidator The application must
be made to the same body as approved the remuneration Where the outgoing liguidator and the
ncorming liquidator are from the same firm, they will usuatly agree the apportionment between them

There may also be occasions when creditors will agree to make funds available themselves to pay for
the liquidator to carry out tasks which cannot be paid for out of the assets, either because they are
deficient or because 1t 15 uncertain whether the work undertaken will result n any benefit to
creditors  Arrangements of this kind are sometimes made to fund htigation or investigations into the
affawrs of the wnsolvent company. Any arrangements of this nature will be a matter for agreement
between the hguidator and the creditors concerned and will not be subject to the statutory rules
relating to remuneration

Effective date

This gunde applies where a company goes into liquidation on or after 1 November 2011.
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Appendix
Suggested format for the provision of information

Professional guidance 1ssued to insolvency practibioners sets out the following suggested format for the
provision of information when seeking approval of remuneration However, the level of disclosure suggested
below may not be appropnate in all cases, and will be subject to considerations of proportionatity, In larger or
more complex cases the circumstances of each case may dictate the information provided and 1ts format

Narrative overview of the case

In all cases, reports on remuneration should provide a narrative overview of the case. Matters relevant to an
overview are

the complexity of the case,

any exceptional responsibility fatling on the ligudator,
the Ligndator’s effectiveness,

the value and nature of the property 1n question

& & & @

The wformation provided will depend upon the basis or bases being sought or reported upon, and the stage at
which 1t 15 being provided An overview might include.

»  an explanation of the nature, and the liguidator’s own 1mtial assessment, of the assignment (including
the anticipated return to creditors) and the outcome (if known),

« mtial views on how the assignment was to be handled, including decistons on staffing or
subcontracting and the appointment of advisers;

« any sigmficant aspects of the case, particularly those that affect the remuneration and cost
expended,

« the reasans for subsequent changes 1n strategy,

+ the steps taken to establish the views of creditors, particularly 1n relation to agreeing the strategy for
the assignment, budgeting, and fee drawing;

+« any existing agreement about remuneration;

= details of how other professionals, including subcontractors, were chosen, how they were contracted
to be paid, and what steps have been taken to review their fees;

+ 1n a larger case, particularly 1f 1t involved trading, considerations about staffing and managing the
assignment and how strategy was set and reviewed,

« details of work undertaken duning the penod,

» any additional value brought to the estate during the period, for which the liqundator wishes to claim
increased remuneration

Time cost basis

Where any part of the remuneration 1s or 15 proposed to be calculated on a time costs basis, requests for and
reports on remuneration should provide,

« An explanation of the liquidator’s time charging policy, clearly stating the umts of time that have
been used, the grades of staff and rates that have been charged to the assignment, and the policy for
recovering the cost of support staff There 15 an expectation that time will be recorded n units of hot
greater than 6 mnutes

s A descnipton of work carnied out, which might include:
- details of wark undertaken dunng the penod, related to the table of time spent for the peniod,
- an explanation of the grades of staff used to undertake the different tasks carried out and the
reasons why 1t was appropnate for those grades to be used,
- any comments on any figures in the summary of time spent accompanying the request the
Lqurdator wishes to make

+» Tme spent and charge-out summanes, 1n an appropnate format
It 15 useful to provide time spent and charge-out value information in a tabular form for each of the time

penods reported upon, with work classified {(and sub-divided) in a way relevant to the circumstances of the
case
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The fotlowing areas of activity are suggested as a basis for the analysis of time spent-

Adrmimstration and planming
Investigations

Realisation of assets

Trading

Creditors

Any other case-specific matters

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

Partner

Manager

Other semor professionals
Assistants and support staff

The level of disclosure suggested above will not be appropnate n all cases, and considerations of
proportionality will apply

= where cumulative time costs are, and are expected to be, less than £10,000 the hiquidator should, as a
minimum, state the number of hours and average rate per hour and explaiming unusual features of the
case;

+ where cumulative time costs are, or are expected to be, between £10,000 and £50,000, a time and
charge-out summary similar to that shown abave will usually provide the appropnate level of detail
{subject to the explanation of any unusual features),

»  where cumulative time costs exceed, or are expected to exceed, £50,000, further and more detailed
analysis or explanation will be warranted
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