_Rule 2.33

Form 2.17B

The Insolvency Act' 1986

2.17B

Statement of administrator’s

proposals

Name of Company Company number
Probotec Limited 04337866
In the High Court of Justice Couwst case number
Chancery Division 2329 of 2005
Birmingham District Registry

' [full name of court]
We
Jonathan Scott Pope Myles Antony Halley
KPMGILP KPMGLLP
Marsiborough House Marlborough House
Fitzalan Road Fitzalan Road
Cardiff CF24 OTE Cardiff CF24 0TE
United Kingdom United Kingdom

attach a copy of our proposals-in réspect of the administration of the above company.

A.copy of these proposals was sent to all known creditors on 27 May 2005

\/l/u/\

Signed
Joint Administrator
Dated 27 May 2005
Contact Details:
Yau do not have to give any contact information in Huw Powell
the hox opposite bat if you do, it will help Companies KPMGLLP
House to coniact you if there is a query oa the form. Marlborough House
The contact information that you give will be visible 1o | Fitzalan Road
researchers of the public record Cardiff CF24 OTE
Urited Kingdom
Tel 029 2046 8038
DX Numnber DX 33079 Cardiff 1 DX Exchange

A ¥AHRFUENDw

When you have campleted and signed this form, please send it to the Registrar of Companies at:-

Companies House, Crown Way, Cardiff CF14 3UZ DX 33036 Cardiff




Probotec Limited in administration

Report to Creditors pursuant to
Paragraph 49 of Schedule B1 of the
Insolvency Act 1986

KPMG LLP
27 May 2005
This report contains 7 pages

Appendices contain 14 pages
jsp/dmp/hp/958/1F2




E% Probotec Limited in administration
Report to Creditors purswant i Paragraph 49 of Schedule BY of the Insolvency Act 1986

KPMG LLP
27 May 2005

Contents

1 Glossary 1

2 Introduction 1

3 Background and events leading to the petition for an

Administration Order 2
4 Purpose, initial strategy and progress of the

Administration 3
5 Statement of Affairs 6
6 Unsecured Creditors and Creditors’ meeting 6
7 Administrators’ Proposals 6




s

Probatec Limited in administration

Reporrto Creditors pursuant t0 Paragraph 49 of Schedule BI of the Insolvency Acr 1986

Glossary

Administrators

Administration Order

Probotec

Barclays

The Act

Introduction

KPMG LLP
27 May 2005

Jonathan Scott Pope and Myles Antony Halley of KPMG LLP
The Administration Order pranted by the High Court of
Justice Chancery Division, Birmingham District Registry in
respect of Probotec Limited dated 6 April 2005.

Court Administration Order number 2329 of 2005

Probotec Limited
(Company registered number 04337866)

Barclays Bank PLC

Insolvency Act 1986

Jonathan Scott Pope and Myles Antony Halley of KPMG LLP were appointed by the
Court as Joint Administrators of Probotec on 6 April 2005 following an application by the

Directors of Probotec.

In accordance with Paragraph 100(2) of schedule B1 of the Insolvency Act 1986 the
functions of the Joint Administrators are being exercised by any or one of the

Administrators,

In accordance with Paragraph 49 of schedule Bl of the Insolvency Act 1986 the Joint
Adminjstrators now set ount their proposals for achieving the purpose of the
Administration and for the conduct of the Administration.

The report also includes certain information required to be provided to creditors in
accordance with Rule 2.33 of the Insolvency (Amendment) Rules 2003.

The appropriate statutory information is set out in Appendix 1.
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Prebotec Limited in administration

Report 16 Creditors pursuant to Paragraph 49 of Schedule BI of the Insolvency Act 1986
KPMG LLP

27 May 2005

Background and events leading to the petition for an
Administration Order

Probotec was incerporated on 11 December 2002 as GAC No 281 Limited.

On 31 March 2002 Probotec acquired the continuing trade and assets of Standard Rail
Wagon (No 2) Limited in exchange for an intercompany loan. Both companies were part
of a group acquired by Nikko Investments in 2000.

The principal activities of the acquired business were the design and supply of advanced
rail freight suspension (bogics) and wheel sets.

On 2 April 2002 the company changed its name to Powell Duffryn Rail Limited.

On 8 October 2002 Probotec further acquired the axel motion bogie and the Unitruck
single axel suspension rights from Meridian Rail.

On 11 May 2004 the company ¢hanged its name to Probotec Limited.

Probotec originally operated from rented premises in ‘Cardiff and moved to leasehold
premises based in Nantgarw, near Cardiff in 2002. It also had satellite offices in Sweden,
Luxembourg and the Czech Republic. It subcontracted the manufacture of the bogies and
wheel sets to CKD Kutna Hora as (“CKD"™), 2 compatiy based in the Czech Republic.

Probotec’s latest available accounts are sumamarised below:

Year Year Year

ending ending ending

31 March 31 March 31 March

2005 2004 2004

Unaudited Audited Audited

£000 £000 £'000

Tumover 13,741 20.629 1,120

Gross profit/(loss) 2754 3471 293

Operating /(loss) (4,454) {1,484) (2,667)

Taxation ] 378 518

(Loss before tax) ' , (4454)  (1106) (2,149}
Source: Statutory and management gccounis

Jsp/dmp/hp/958/1F2 2
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Probotec Limited in administration

Report 1o Creditors pursuant to Paragraph 49 of Schedule B! of the Insolvency Act 1986
KPMG LLP

27 May 2005

Probotec had approximately 90%-of the UK market and its strategy was to cxpand heavily
into the Buropean market, and for this reason it acquired the Unitruck system. However,
despite successful testing in the US there were significant issues with the guality of the
Unitruck system on the European rail networks. Consequently sales have been lower than
forecast and significant costs and management time have been incurred in attempting to
rectify this issue.

During 2004 management were hoping for a refinancing from its shareholders with a
view to this- increasing turnover. Due to uncertdinties in the market place and the
Unitruck issues, this increase did not materialise and, given the increased overhead base,
significant losses were incurred.

Due to the ongoing losses and the lack of sales the proposed finance was withdrawn.
Without this investment and without recourse to any other facilities Probotec was unable
to fund the business. The Boaxd of directors agreed that the best course of action was to
place Probotec into administration to protect its assets and for a potential sale of the
business and assets to take place. It was envisaged that a going concemn sale would be
likely to achieve better realisations than if the company was wound up. Consequenily
administrators were appointed by the Court upon the application of the directors on 6
April 2003.

Purpose, initial strategy and progress of the
Administration

Purpose of the Administration

The primary objective of the Administration was to achieve a better result for Probotec’s
cteditors as a whole than would be likely if Probotec was wound up. A sale of the
business and assets was considered a strong possibility, and if achieved, realisations in the
Administration could possibly result in a distribution to unsecured creditors.

Progress of the administration
Strategy

On our appointment we met or contacted all staff and informed them of our appointment
and proposals. An immediate review of the business was undertaken and, to reduce the
level of overheads, 16 employees were disrnissed on 6 April.

Barclays agreed to provide limited funding allowing the administrators to retain sufficient
staff to attempt to sell the business as a going concern. Following a meeting with CKD it
became apparent that it would nat be possible to continue to manufacture further bogies
and wheel sets as all work in progress was held by them. This was because they were
claiming title to all stock, work in progress, plant and machinery and tooling and the level

Jspldmp/hp/958/1F2 3
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Probotec Limited in administration
Report 1o Creditors pursuant to Paragraph 49 of Schedule BI of the Insolvency Acr 1986

KPMG LLP
27 May 2005

of available funding did not allow the administrators to deal with the quantum of their
claim.

Assets
The Directors’ Statement of Affairs shows that Probotec had estimated realisable tangible

assets of £2,949,000. A listing of the asset catepories, their book values and estimated
realisable valugs is detailed in the Directors’ Statement of Affairs attached as Appendix 3.

Sale of the business

Immediately upon appointment, we requested that the Directors and management provide
a list of-all known interested parties and, together with parties identified by us, these were
immediately contacted. Trading the business for a prolonged period would require
significant fanding due to high overhead costs. As a result, any sale of the business and
assets needed to be achieved in a very short timescale. A deadline for offers was set at 15
April 2005.

Following clarification of the offers received an offer was accepted on 19 April 2005
from EWS Rail Components Limited (“EWS”) for the business and assets of Probotec
{excluding some assets which are detailed below). An exclusivity agreement was signed
with them on 20 April.

On 28 April 2005, fbliowing. due diligence and negotiations in respect of the sale and
purchase agrecment, the business and assets of Probotec were sold to EWS. The
consideration received was as follows:

s £74,997 for the fixtures and fittings, plant and machinery, tooling, motor vehicles;

» £325,000 for the stock and work in progress;

»  £27300,003 for the goodwill and Intellectual property; and

s £1,300,000 for the trade book debts, excluding two debts amounting to £1.8 million.

Excluded assets

The following assets were excluded from the sale to EWS:

* Two book debts amounting to £1,808,000;
* An intercompany debt due from an associated group company of £268,000; and
»  Group relicf receivable of £891,000.

The intercompany debt due from Powell Duffryn Investments Limited (“PDI") of
£268,000 was received on 4 May 2005. The Director’s Statement of Affairs shows an
amount due from PDI of £1,700,000. However, prior to the appointment of
administrators an amount of £1,431,450 due to another group company was assigned to

jsp/dmpihp/953/1F2 4
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Probotec Limited in administration
Report to Creditors pursuant to Paragraph 49 af Schedule BI of the Insolvency Act 1986

KPMG LLP
27 May 2005

PDI to off set the amount due by PDI. Our solicitors have advised as Probotec was not a
party to the transaction the set off is valid.

The administrators are currently in the process of realising the remaining assets.

Secured Creditor

Barclays Bank PLC holds a fixed and floating charge over the whole of Probotec’s assets.
Atthe date of the Administration the Bank were owed £3,224,168 and had also provided
guarantees amounting to £122,802.

It is anticipated that the Secured Creditor will be paid in full.
Preferential Creditors

Preferential creditors are estimated at £20,000. It is anticipated that Preferential Creditors
will be paid in full.

Other matters

e The Joint Administrators’ remumeration will be fixed in accordance with Rule
2.106{2) of the Act by reference to the time properly given by insolvency
practitioners (as Administrators) and their staff in attending to matters arising in the
administration.

e In accordance with Rule 2.106(5) of the Act a resolution on the Administrators’
refnuneration is included within the Administrators’ proposais to be put to the
unsecured.creditors.

s The Adnuinistrators have also instructed KPMG Tax and VAT specialists to carry out
assessments to determine whether any further realisations may accrue from these
sources. As above, a resolution on these costs will be put to the unsecured creditors.

= There is currently a case being heard by the House of Lords to determine whether
debtor realisations are fixed or floating charge. If debtor realisations are held to be
fixed charge realisations there will be no Prescribed Part available to unsecured
creditors. However, if debtor realisations are held to be floating charge then in
accordance with paragraph 176A(2) of the Act there will a Prescribed Part of
£276,000 available to creditors (before the costs of distributing the prescribed part).

e ECregulations do not apply.

s As required by the Company Directors Disqualification Act 1986 the Administrators
will be preparing a report on the conduct of the Directors of the Company. This
report will be lodged with the Department of Trade & Industry but its contents will
remain confidential.

Jsp/dmp/hp/958/1F2 5
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_ Probotec Limited in administration
Report to Creditors pursuant to Paragraph 49 of Schedule BI of the Insolvency Act 1986

KPMG LLP
27 May 2005

Statement of Affairs

The Directors’ Statement of Affairs is attached at Appendix 3. We have received
Statements of Concurrence regarding the Statemerit of Affairs from all the Directors.

Unsecured Creditors and Creditors’ meeting

The Administrators estimate that there may be a small distribution to the unsecured
creditors. This will, however, be dependent upon the level of capital gains tax, if any,
chargeable on the geodwill/intellectual property gains.

Current estimates before any potential capital gains tax indicate that an amount of
£250,000° may be available to unsécured. creditors before liquidator’s costs. The
Directors’ Statement of Affairs list total unsecured creditors of £5.0 million, before the
set-off of the £1.4 million noted above.

Accordingly, the Administrators propose to hold an initial creditors’ meeting, on 14 June
2005 at.11 am at the Thistle Cardiff Hotel, Park Place, Cardiff.

Administrators’ Proposals

As stated above, the business and assets of Probotec have been sold, achieving the
purpose set out in Paragraph 3(1)(b) of Schedule Bl of the Act (better result for
Probotec’s creditors as a whole than would be achieved in a winding up).

The Administrators propose the following:

s That the Administration process should continue for the [oreseeable fulure to enable
them to continue to realise the remaining assets of Probotec (namely debtors and
group relief) and deal with all taxation issues.

* When the purposes of the Administration have core to an end it is proposed that the
Administrators be permitted to conclude the Administration and place Probotec into
Creditors Voluntary Liquidation (“CVL™), with the appointment of Jonathan Scott
Pope and Myles Antony Halley as Liquidators of Probotec without further recourse to
creditors. The purpose of the CVL is to facilitate the payment of a distribution to
unsecured creditors. In accordanee with paragraph 83(7) and Rule 2_117(3), creditors
may nominate a different person as the proposed Liquidator, provided that the
nomination is made after the receipt of the proposals and before the proposals are
approved.

jsp/dmphp/958/1F2 &
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Probotec Limited in administration
Reportto- Creditors pursuant to Paragraph 49 of Schedule Bl of the Insolvency Act 1986

KPMG LLP
27 May 2005

* That the Administrators’ remuneration will be fixed in accordance with Rule 2.106(2)
by reference to the time properly given by insolvency practitioners (as
Administrators) and their staff in attending to matters arising in the Administration.

* That the Administrators’ draw their.expenses and disbursements as required.

s Thatthe Joint Administrators are discharged from the liability in respect of any action
of theirs as Joint Administrators pursuant to Paragraph 98(1) of Schedule Bl of the

Act upon the registration of the notice given pursuant to Paragraph 83 or 84 of
Schedule Bl of the Act.

» If for any reason there is no distribmtable reserve for unsecured creditors, the

Administrators. resolve that Probotec be dissolved without further recourse to the
craditors.

jsp/dmp/hp/S8IIF2
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Reportto Creditors pursudant te Paragraph 49 of Schedule Bl of the Insolvency Act 1986
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Appendix 1 - Statutory information

Date of Incorpeoration
Company registration number
Previous registered office

Present registered office

Trading address
Authorised share capital

Shareholders

Directors

Company secretary
Employees

Previous names

Sowrce: Statutory and Company Records

11 December 2001
04337866

Cambiag House
Charnwood Court
Parc Nantgarw
Cardiff

South Glamorgan
CF15 7QZ

EPMGLLP
Martborongh House
Fitzalan Court
Cardiff

CFZ4 OTE

As previcus registered office.

2,000,000 Ordinary shares of £1 each

”

Powell Duffryn
Investments Limited 2,000,000

Ordingry shares.

Peter Gissel

Hans Gloeck]

Nicholas Hughes

Michae! John Nicholas Manning
David Mitchell

Simon Nicholas Oakland

Ian Price

Irmbild Saabel

David Mitchell
39

Powell Duffryn Rail Limited
GAC No 281 Limited

japidmp/hp/958/1 F2
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Appendix :

Form2.14B

Statement of affairs -

Name of Comipany Company number
Probotec Limited 04337866
In the High Court of Justice Court case number
Chancery Division 2329 of 2005
Birmingham District Registry

[full name of court]

Staternent as to the affairs of Probotec Limited Marlborongh House Fitzalan Counrt, Fitzalan

Road, Cardiff CF24 0TE.

On the 6 April 2005, the date that the company entered administratioh.

Staternent of Truth

Ibelieve thatthe facts stated in this statement of affairs are a full, true and complete-
staternient of the affairs of the above named company as at 6 April 2005 the date that the
company entered administration.

Full npame (@\A I /\() d\‘ VT CHSLL.

Signed v\({j‘) Mﬁp

Dated. QC{L’Q H\P @ll._. ’ZQCJ:)

-~




A — Sunmmary of Assets

Assets

Assets subject to fixed charge:

Leaschold premises
Trade debtors (per sales ledger)
Tax recoverable

Amount due from Powell Duffryn Investments Limited
Amount due from PT) Rail Limiited

Other debtors & prepayments

Less: Duce to Barclays Bank PLC

(secured by-adebenture dated 12th January 2004)

Surplus/(deficiency) as regards Barclays Bank PLC

Assets subject to floating charge:
Machinery & Equipment
Fixtures, fittings and equipment
Motor vehicles
Stock

Uncharged assets:

None

Estimated total assets available for preferentiat ereditors

Book Estimated to
Value Realise
£ £
5 6,’_7 17 0
3,620,689 1,128,153
891,000 0
1,700,000 1,700,000
45439 0
593,853 0
(3.675,233) (3.675,233)
3,232,465 {847,080)
374,027 56,104
44519 4.452
34,603 10,000
739,465 50,000
4,425,119 120,556

* Does not take into account any potential impact of suppliers with retention of title




A — Surnmary of Liabilities

Estimated total assets available for preferential creditors
(carried from page A)

Liabilities:
Preférential Creditors:-
Employees’ wages & holiday pay (1-6 Aprib)

Estinated total assets available for floating charge holders
Debts secured by floating charges:-

Estimated (deficiency)/surplus of assets after floating charges
Unsecared non-preferential claims:

Trade & expense treditors

Estimated (deficiency)/surplus as regards creditors
[ssued and calfed up capital:

Ordinary £1 shares (he]d by Pawell Duffryn Investments Lid)

Estimated total (deficiency)/surplus as regards members

Signat&&&@& — ;&(Q'[Or

(46,346)

(5,045,278)

(2,000,000

Estimated
to realise

120,556

(46,346)

74,219

{847,080)

(1712,810)

—————— e

(5,045,278)

(5,818,148)

{2,000,000)

(7,818,148)
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Probotec Limited in administration

Joint Administrators” Abstract of Receipts and Payments
To 23 May 2005

Statement
of affairs
£

1,128,153.00

1,700,000.00
0.00

(3,675,233.00)

70,556.00
50,000.00

(726,524.00)

FIXED.CHARGE ASSETS

Book debts

Amount due from Group Companies
Property rights/Patents/Goodwill

FIXED CHARGE CREDITORS

Fixed charge creditor

ASSET REALISATIONS
Plant, chatiels, vehicles and pooling
Stock

OTHER REALISATIONS
Bank interest, gross
Rent

COST OF REALISATIONS
Legal fees

Statutory advertising
Wages & salaries

PAYE &NIC

Insurance

Sub contractors

Direct expenses

Bank charges

Other wading costs

£

£,351,881.04
268,549.43
2,300,003.00

(2,600,000.00)

74,997.00
325,000.060

3,385.75
9,357.04

{3,925.00)
(140.58)
(55,323.59)
(24,457.02)
(21,943.04)
(59,753.99)
(20,604:22)
(246323
(363.12)

Appendix 4

3.920433.44

(2,600,000,00)

399,997.00

12,752.79

(186,756.88)

1,546,426.35

A ——————————
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A creditors’ guide to administrators’ fees - England and Wales
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Introduction

When a company goes into administration the costs of the proceedings are paid cut of its assets. The creditors, who hope to recover some of
their debts out of the assets, therefore have a direct interest in the level of costs, and in particular the Temuneration of the insolvency
praciitioner appointed to act as administrator. The inselvency legislation recognises this interest by providing mechanisms for creditors 1o
determine the basis of the administrator’s fees. This guide is intended to help creditors be aware of their rights fo approve and monitor fees
and explains the basis on which fees are fixed.

The nature of administration

Administration is a precedure which places a company under the contro! of an inselvency praciitioner and the protection of the court. The
administrator of 2 company must perform his functions with the objective of:
»  rescuing the company as & going concern, or
w achieving a better result for the company’s creditors as o whole than would be Hkely if the company were wound up (without fitst
being in admmlstralmu), or
» realising property in order 1o make a distributicn to one or more secured or preferential creditors.

Administration may be followed by a company voluntary amangement or liquidation.
The creditors’ committee

The creditors hiave the right to appoint.a commitiee with a minimum of three and a Tiaximum of five members. One of the functions of the
committee is-to determine the basis of the administiator’s remunerstion. The committee is established at the meeting .of creditors which the
administrator is.requited ‘1o hotd within three months of the administratiofi order to consider his proposals. The administrator must call the
first- meeting of the committee within three months of its establishment, and subsequent meetings must be held either at specified dates agreed
by- the committee, or wher a-member of the committee asks for one, of when tHe administrator decides he needs to hold one. The committee
has power to summon thé admiinistratar to attend before it and provide such informaiion as it may require.

Fixing the administrator's fees

The basis for fixing the.administrator’s remuneration is set ot in rule 2.106 of the Insolvency Rules 1986, which states that it shall be fixed
cither: )

w as apercentage of the value of the property which lhg_administrmor'hus to deal with, or

» by reference to the time properly given by the administrator and his staff in atiending to matters arising in-the administration.

1t is:for the creditors® committes (if there is-one) to determine on which of these basges the remimerastion is to he fixed, and it is 1o be: fixed

as a perceniage, 10 fix the percentage to be applied. Rufe:2.106 says that in arriving at its decision the committee shall have regard to the
following mattérs:

“the corplexity (or otherwise) df the case;

“any responsibilily of an exceptiona) kind or degree which falls on the 2dministrator;

the effectiveness with which'the administrator dppears 1o be carrying out, or o have carried out, his duties;
thiz value and nature of the assets which the administrator has o deal with.

If there is no credilors* comimittee, or the.comimittes does not make the requisite determination, the administrator's remaneration may be fixed
by a resolution of 2 meeting of creditors having regard ‘o the same matters as the committee would. 1l the Temuneration i not fixed in any of
these ways, it will be fixed by the court on ‘application by the administrator,

What information should be provided by the admigistrator?

When séeking agreement to his fees the administrator should provide sufficient supporting information to enable the comunitiee or the
creditors to form a judgement as'to whether the proposed fee s reasonable having regard to 2l the circumstances of the case. The
administrator should always make available an up 1o date réceipts and payments accoint, Where the fee is to be charged on a time basis the
administrator should be prépared to disclose the amount of time spent on the case and the charge-out value of the time spent, logelhcr with
such additional information a5 may reasonably be required having regard to the size and complexity of the case, Where the fee is charged on
a percentage basis the administrator should provide details of any work which has been, or is intended to be, contracted out which would
normally be undertaken directly by a administrator or Tis staff.

The payment of cxpenscs.and disbursements is not subject to approval by the committes or the creditors. However, wheie a adininisiralor
makes, or proposes o make, a separate charge by way of expenses and disbursements 1o recover the cost of fecilities provided by his own
fitrn, he should disciose those charges to the committee or the creditors when seeking approval of bhis fees, logether with an explanation of
how: those charges are made up and the basis on which they dre arrived at

What if a creditor is dissatisfied?

If a creditor believes that the administrator’s remuneration is too high he may, if at Jeast 25 per cent in value of the creditors (including
himself) agree, apply to the court for an order that it be reduced. 1f the caurt does not dismiss the application (which it may if it considess that
insufficient cause is showri) the applicant must give the administrator 2 capy of the application and supporting evidence at least 14 days
before the hearing. nless the court orders otherwise, the costs must be paid by the applicant and not as an expense of the administration.

What if the administrator is dissatisfied?

If the administrztor considers that the remuneration fixed by the creditors” committee is insufficient he may request that it be increased by
resolution of the creditors. If he considers that the remumeration fixed by the commitice or the crediters is insufficient, he may apply to the
court for it to'be increased. If he decides to apply to the court he must give at least 14 days® nolice to the membess of the creditors’ comrnittee
and the committee may nominate one or more of its members to appear or be represented on the application. If there is no committee, the
adtninistrator’s notice of his application must be seat to such of the company’s ereditors as the coust 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 as an expense of the administration.

Qther matters relating to Fees

Where there are joint administrators it is for them 1o agree between themselves how the remuneration payable should be apportioned. Any
dispute atising between them miay be referred to the court, the creditors” committee or a meeting of creditors. If the administrator is a
solicitor and cmploys his own firm to act in the insolvency, profit costs may not be paid unless authorised by the conunities, the credilors or
the court.

Whilst every care has been taken in i15 preparation, this staternent is intended for general guidance only.




