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Introduection

This report is addressed to the creditors of Mercury Inns Group Limited, Mercury
Inns and GW 1016 Limited (together "the Companies") and incorporates the Joint
Administrators' proposals. As the operations of the Companies are closely related,
the Joint Administrators have prepared a consolidated report.

This report is addressed to the creditors of the Companies and incorporates the Joint
Administrators' proposals. In accordance with Paragraph 52 (1)(b) of Schedule B1
of the Insolvency Act 1986, the Joint Administrators do not propose to call
meetings of creditors to consider the proposals because there will be insufficient
assets to enable us to make any distribution to unsecured creditors.

However, under Paragraph 52 of Schedule B1 of the Insolvency Act 1986 if at least
10% of unsecured creditors in value require us to call meetings they must notify us
using form 2.21B (attached) by 25 January 2010. Please note that before such
meetings can be held we will require a deposit towards the cost of convening the
meetings. Such deposit may be repaid if subject to approval of the other creditors.

The Joint Administrators will arrange for the Companies to exit from the
Administrations in due course in a manner as detailed in our proposals. Based on
the information presently available and the current situation, the Joint
Administrators’ intention is that the Companies will move to dissolution once the
conduct of the Administrations has been completed.

Events leading up to the Appointment of the Joint Administrators

In 1998, Kevin Thomton and Mark Butler completed a management buyout of
Mercury Management, a consultancy company from Mercury Taverns. Mercury
Management was an existing management business with no assets.

In 2002, Kevin Thornton and Mark Butler raised approximately £12 million
through bank, brewery and venture capital fundlng to acquire 16 units, comprising
12 freehold and 4 leasehold units.
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As a result, Mercury Inns Group Limited was incorporated on 29 January 2002 as
the holding company for Mercury Inns, GW 1016 Limited and Mercury
Management (UK) Limited (together “the Group™).

Trading was performed through the subsidiary companies Mercury Inns and GW
1016 Limited, with 7 trading units across the Midlands and North West regions.
Mercury Inns was incorporated on 28 January 2002. GW 1016 Limited was
incorporated on 4 February 2004, following the acquisition of a further freehold
property, The Villa.

During April 2006 the Group was refinanced with bank debt replacing the venture
capital funding and as a consequence, retuming the Group into the directors’
control. At this time the Group held 5 freehold units and traded 2 tied leaseholds,
with the reduction in units since 2002 primarily due to 12 disposals during
September 2002. The disposed units were not aligned to the Group’s chosen
business model.

The last filed audited consolidated accounts for Mercury Inns Group Limited for
the year ending 29 February 2008 show turnover of £5,857,715 and a loss of
£390,456. This compares with annual turnover of £5,887,789 for 2007 {(giving rise
to a profit of £1,297,096) and £3,445,751 for 2006 (giving rise to a loss of
£119,075). The Group’s draft consolidated accounts for the year ending 28
February 2009 (unaudited) shows turnover of £4,293,348, although this gave rise to
a loss of £681,504. '

The Group has been impacted by the recent chatlenging trading environment within
the pub and restaurant industry, which has seen a general decline in discretionary
customer spending as a result of factors including the introduction of the smoking
ban and the overall economic downturn.

In addition, the Group experienced cash flow pressure as a result of 2
underperforming leasehold units, The Old Green Man and Harry’s Bar, which
adversely impacted cash flow and trading performance.

The Old Green Man was a tied lease, with trading performance adversely affected
by a new town centre development in Milton Keynes, resulting in trading losses of
approximately £161,000 between March 2008 and June 2009. The lease, including
fixture and fittings, was surrendered back to the landlord in July 2009. The Group
received no consideration for the lease and incurred a £30,000 loss in finalising the
surrender.

The lease in relation to Harry's Bar, which had been sublet in 2003, was returned to
Mercury Inns in June 2007 following the insolvency of the lessee. This meant that
the annual rental and rates liability of £78,000 was returned to Mercury Inns.

In addition, the Group’s management anticipated that the subsidiary Mercury
Management (UK) Limited (providing pub management and turnaround services)
would have a busy 2009. However, the anticipated performance target and thus the
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- contribution to the Group did not materialise, despite a significant marketing

campaign.

The poor trading performance led the Group and its bankers, Barclays Bank plc, in
May 2008 to engage, BDO LLP (formerly BDO Stoy Hayward LLP) to perform an
independent business review, to include a high level review of the Groups’
management account information, financial position, future trading projections and
cash flow.

Following this review, Barclays agreed to extend the Group’s overdraft faci‘lity to
£830k.

Following a further deterioration in trading conditions in the pub sector, the Group
failed to reach budgeted financial performance with losses of £681k and £247k for
FY09 and the first five months of FY10 respectively. Performance was adversely
impacted at all trading units.

Management requested a further overdraft extension of £390k to clear the build-up
of historic creditors, which included approximately £342k to HM Revenue &
Customs (“HMR&C”), which the Group was under increasing pressure to repay in
accordance with a previously agreed repayment plan. BDO LLP (formerly BDO
Stoy Hayward LLP) was further engaged on 10 September 2009 by the Group and
Barclays to perform a further independent business review.

BDO LLP was engaged on 30 October 2009 to perform a further independent
solvency review in respect of the Group.

It was clear from the reviews that the Group was insolvent and the Bank was
unwilling to advance funds to meet further losses. As such, the directors concluded
that in its current form, the Group was unable to continue trading as a going
concern.

On 20 November 2009, the directors of the Companies invited Barclays to appoint
Administrators over the Companies.

On 23 November 2009 an application for appointment of Joint Administrators was
made by Barclays Bank Plc being a Qualified Floating Charge Holder, pursuant to
Paragraph 14 of Schedule Bl of the Insolvency Act 1986. On 23 November 2009,
Antony David Nygate and Tracey Lee Pye were appointed Joint Administrators of
Mercury Inns Group Limited, Mercury Inns and GW 1016 Limited. Under the
provisions of paragraph 100(2) of schedule B1 of the Insolvency Act 1986, the
Administrators carry out their functions jointly and severally and neither
Administrator has exclusive power to exercise any function.

The application for the appointment of Joint Administrators did not include
Mercury Management (UK) Limited. As such, this company is not presently
subject to an insolvency procedure, although we understand that the directors are
taking independent legal and insolvency advice.
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At Appendix 1 is a record of the names of the Companies’ respective directors and
company secretary together with details of their shareholdings.

Statement of Affairs and statutory information

We attach at Appendix 2 to this report a summary of the estimated Statement of
Affairs for each company at the date of our appointment, prepared by the directors.
The summary Statements of Affairs have been prepared from the company records

- and information available. The Joint Administrators have reviewed each Statement

of Affairs but have not carried out any audit or detailed -verification work at this
time.

Prescribed Part

Under the provisions of Section 176A of the Insolvency Act 1986 the Joint
Administrators must state the amount of funds available to unsecured creditors in
respect of the prescribed part. This provision only applies where the company has
granted a floating charge to a creditor after 15 September 2003.

Unfortunately, based on present information, it is anticipated that each company’s
net property will be less than the prescribed minimum (currently £10,000), below
which point the cost of distributing the prescribed part would be disproportionate to
the benefits. Therefore under section 176A(3) of the Insolvency Act 1986 the
prescribed part provisions will not apply in this Administration.

It should be noted that the value of the available net property will be subject to
change and dependent upon the final level of floating charge realisations in respect
of the Companies. :

Achieving the purpose of the administration

The statutory purpose of an administration consists of three objectives, and we now
address the progress that has been made in this respect. -

(a) The first objective is the rescuing the Companies as a going concern (i.e
restructuring the Companies’ business, resulting in the survival of the
Companies). We would comment that due to the financial position of the
Companies at the date of our appointment, there was no prospect of being
able to secure a going concern sale, either in respect of any one company or -
the Companies.

(b) The second objective is achieving a better result for the Companies’
creditors as a whole than would be likely if the Companies were wound up
(without first being in administration). We do not consider that this
objective can be achieved.

(c) The final objective is realising property in order to make a distribution to
one or more secured or preferential creditors. We can advise that this
objective will apply in this case, through the surrender of the Companies’
leaseholds and the anticipated sale of the Companies’ freehold interests,
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which will allow for a distribution to be made to the Companies’ secured
creditor in due course.

Management of the Companies’ affairs since the Joint Administrators'
appointment

Initial Actions

Upon our appointment as Joint Administrators we undertook an immediate review
of the Companies’ affairs with particular regard to its financial and resource
requirements. This assessment was carried out in liaison with the remaining
management team of the Companies having regard to ongoing business
commitments and the anticipated cash flows.

At the date of Administration, the Companies employed 239 staff, the majority of
which were part-time, across 7 trading units. The Joint Administrators retained 126
staff on appointment to facilitate the ongoing trading of the freehold sites. The
leasehold sites were closed on appointment, resulting in 110 redundancies of staff
employed by Mercury Inns. In addition, Kevin Thomton, Mark Butler and Andrew
Chapman, directors of the Companies and the only employees of Mercury Inns
Group Limited, were also made redundant on appointment.

Trading during the Administration — Freehold Properties

As previously, the Joint Administrators have engaged Mercury Liquid Limited to
manage the ongoing trading of the 4 freehold sites, through Mercury Inns and GW
1016 Limited as summarised below. Please note that the registered name of
Mercury Liquid Limited was subsequently changed on 22 December 2009 to
Quicksilver Management Limited (*QML”) and that QML is owned and run by
Kevin Thornton and Mark Butler, also current directors of the Companies.

The Joint Administrators retained 126 staff on appointment to facilitate the ongoing
trading of the freehold sites. The retained staff total 86 and 40 in relation to
Mercury Inns and GW 1016 Limited respectively.

~ Trading Site  Trading Address Trading Entity Freehold Owner

Samuel Pepys  Slipton Lane, Mercury Inns Mercury Inns
Slipton, Nr Kettering Group Limited
NN143AR

Red Lion 81 Ramsbottom Mercury Inns Mercury Inns
Road, Hawkshaw,
Bury BL8 4JS

Walton Arms  Bumley Road, Mercury Inns Mercury Inns
Altham, Accrington
BBS5 SUL
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The Villa Mill Lane, GW 1016 Limited GW 1016 Limited
Wrea Green, Preston
PR4 2WP

Freehold Properties

The Joint Administrators have engaged Fleurets to market the freehold properties
on a going concemn basis and various enquiries have been received from interested
parties, On the advice of Fleurets, an extended period of marketing the properties
will commence in January 2010, after the Christmas peak trading period.

It is anticipated that the trading period for the freehold units will be between 4 to 5
months, although this will be contingent on the freehold sale process.

Philip Davies & Sons were instructed by the Joint Administrators to value the
fixtures and fittings together with other chattel assets held on site. Any
consideration will be realised on disposal of the freehold property.

An inventory of stock held on the premises was performed by Inn Stock Limited
immediately on appointment. However, the majority of stock is subject to
Retention of Title claims from the Companies’ suppliers, which are being reviewed
by the Joint Administrators. However, it appears that the majority of the claims are
valid and as such, any residual consideration in this regard will also be realised on
disposal of the freehold properties.

Leasehold Properties

The 3 leasehold units detailed on the next page were immediately closed upon our
appointment, as trading forecasts indicated that these units would be loss making.
Advice received from Fleurets indicated that the property leases had no value.

Following the closure of the units, we approached the landlords to discuss the
surrender of the leases. I am pleased to advise that the leases have been surrendered
and a total of £99,431.24 has been realised in respect of these units, comprising
£27,851.24 from rent deposit refunds, £57,080.00 in respect of fixtures and fittings
and £14,500.00 from stock on site. By company, the net realisations are allocated
to:

Mercury Inns (Park and The Worlds End) - £81,647.08
Mercury Inns Group Limited (Olde Coach House) - £17,784.16

Please note that to date, payments on account totalling £6,000.00 have been
received by Mercury Inns in respect of the stock on site.
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Trading Site Trading Address Former Trading Prior
Entity Leaseholder
Park 98 Kimbolton Road, Mercury Inns Mercury Inns
Bedford, Bedfordshire
MK40 2PA
The Worlds Ecton, Northamptonshire, Mercury Inns Mercury Inns
End NN6 0QN
Olde Coach Main Street, Ashby Mercury Inns Mercury Inns
House St.Ledgers, Group
Rugby, Warwickshire Limited
CV23 8UN;

6.4.5

6.5
6.5.1

6.5.2

6.6
6.6.1

It should be noted that QML has since entered into new lease agreements with the
respective landlords to recommence trading from these units and as such, the units
have now been re-opened by QML. However, please note that this trading is
independent of the administration appointments and as such, businesses supplying
goods or services to these units are contracting directly with QML and not Mercury
Inns (as the relevant trading entity prior to the Joint Administrators’ appointment).

Book debts

Debtor realisations to date total £24,412.31. These receipts relate to PDQ sales
receipts for the trading pre-appointment period, which were initially held in
suspense by Barclaycard Payment Acceptance. By company, the net realisations
total £16,953.61 and £7,458.70 to Mercury Inns and GW 1016 Limited
respectively.

We understand that there is c£5k of debtors due to GW 1016 Limited in respect of
corporate debtors, primarily from The Villa in respect of accommodation. We are,
of course, pursuing these debts but, to date, no funds have been received.

Creditors' Claims
Secured Creditor

At the date of the Administration, the amount outstanding to Barclays as the
Companies’ secured creditor totalled £6,386,355.75. This sum is before interest
charges that continue to accrue on the debt. Barclays holds a debenture against the
Companies dated 7 April 2006, together with individual charges over the 4 frechold
properties. Barclays holds further charges dated 8 June 2007 and 14 May 2008
over Mercury Inns and Mercury Inns Group Limited respectively.

The validity of this security has been confirmed by our solicitors, DLA Piper UK
LLP.

Scottish and Newcastle UK Limited holds secondary security dated 6 November
2007 over the Companies, although this security ranks behind that held by
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Barclays. This security comprises of a debenture and legal charges against each
individual company. However, it is anticipated that there will be a shortfall due to
Barclays in respect of their security and as such, there will be no distribution to
Scottish and Newcastle UK Limited.

Preferential Creditors

The directors’ Statement of Affairs estimates that the preferential creditor claims
against Mercury Inns Group Limited and Mercury Inns in relation to arrears of
wages and unpaid holiday will total approximately £34,672 and £49,360
respectively.

The directors’ Statement of Affairs estimates that there will be no preferential
creditor claims against GW 1016 Limited. At present, all employees have been
retained by the Joint Administrators for the trading period, although in the event
that trading ceases and gives rise to redundancies (i.e. in the absence of a sale of the
business as a going concern), it is anticipated that a preferential creditor claim in
respect of unpaid holiday pay may arise.

Unsecured Creditors

The creditors' claims notified to us to date for the Companies are summarised
below.

Entity Claim Total (£)
Mercury Inns Group Limitéd £85,854.75
Mercury Inns £519,798.78
GW 1016 Limited £99,858.14

The unsecured creditor claim against Mercury Inns Group Limited is from
HMR&C in relation to PAYE and NIC arrears. Unsecured claims in respect of
trade creditors will be against the trading entities, namely Mercury Inns and GW
1016 Limited.

On present information, there will be no payment to unsecured creditors of the
Companies.

Receipts and Payments

A summary of the receipts and payments for the Companies for the period from 23
November 2009 to 1 January 2010 are attached at Appendix 3 for your information.

Please note that the enclosed receipts and payments accounts for Mercury Inns and
GW 1016 Limited include only limited trading figures in respect of the post
appointment trading at the 4 freehold sites. The relevant trading figures shown
comprise PDQ receipts in respect of credit and debit card sales and relevant
supplier payments.
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for the freehold sites have been credited to and debited from the respective pre-
appointment Barclays bank accounts and are therefore not shown. A full
reconciliation of the receipts and payments is currently being performed and will be
included within the Joint Administrators’ subsequent progress report to creditors.

The payments on account totalling £6,000 in respect of the stock on site have been
received by Mercury Inns. The remaining proceeds of £8,500 will be paid to
Mercury Inns shortly., .

EC Regulations on Insolvency Proceedings

We are required under the Insolvency Rules 1986 to state whether and if so the
extent to which the above regulations apply to these administrations. In these
cases, the EC Regulation will apply to these administrations and these proceedings
will be the main proceedings as defined in Article 3 of the EC Regulation.

Joint Administrators’ Remuneration

Kindly note that under the terms of the Insolvency Rules 1986 the Joint
Administrators are obliged to fix their remuneration in accordance with Rule
2.106(2) of the Insolvency Rules 1986. This permits remuneration to be fixed either
as a percentage of the value of the property with which the Joint Administrators
have to deal or alternatively by reference to the time the Joint Administrators and
their staff have spent attending to matters in the administrations. In respect of these
administrations we wish to ask creditors to approve our remuneration on a time
costs basis.

The Joint Administrators will be seeking the subsequent approval of the secured
creditor in respect of our remuneration, pursuant to Rule 2.106(5A) of the
Insolvency Rules 1986. Attached at Appendix 4 are schedules that summarise the
time that has been spent in administering these administrations up to the date of this
report. This shows a total of 328.05 hours, allocated between the Companies as
follows:

Entity Hours Total Cost  Average Rate

Mercury Inns Group Limited 52.71 £15,921.45 £302.06
Mercury Inns 220.62 £65,084.20 £295.01
GW 1016 Limited 54.72 £14,134.45 £258.31

For your guidance we attach a Creditors Guide to Administrators Fees together with
a document that outlines the policy of BDO LLP in respect of fees and
disbursements.
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Possible outcomes for the Companies and Creditors

The Insolvency Act 1986 and Insolvency Rules 1986 provide a variety of options
regarding the possible exit routes for the company from the Administration, being
primarily a Company Voluntary Arrangement, Liquidation or dissolution of each
company. It is the Joint Administrators' recommendation and proposal, as detailed
below, that once all assets have been realised and distributed in the administrations,
that the Joint Administrators arrange for each company to be dissolved.

Statement of proposals under Paragraph 49 of Schedule Bl of the Insolvency
Act 1986

In accordance with Paragraph 49 of Schedule B1 of the Insolvency Act 1986 the
Joint Administrators make the following proposals for achieving the purpose of
each Administration. In the absence of a creditors® meeting these proposals will be
deemed to be accepted on 1 February 2010.

Formal Proposals - the Joint Administrators propose for each company that:

(a) they continue to realise assets in accordance with objective 3 of the statutory
purpose of each administration;

(b) where possible, they make payments to the Companies’ secured and
preferential creditors;

(©) they exit each administration by way of dissolution and

(d) the remuneration of the Joint Administrators is approved on the basis of the
time properly spent attending to matters arising in each administration; and

[NB. This will be subject to approval by the secured and preferential
creditors.]

A further resolution is put to the creditors.

(e) That the Joint Administrators be discharged from liability under each
Administration per Paragraph 98 of Schedule B1 of the Insolvency Act
1986, 28 days after the Joint Administrators’ filing their final report and
sending it to creditors.

Dated: 15 January 2010

Joint Administrator

0/IMS/ADM681 Proposal/Cé

10
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Mercury Inns Group Limited
In Administration

Statutory Information

Company Number:
Date of Incorporation:
Address of Registered Office:

Directors:

Company Secretary:

Nominal Share Capital:

Registered Shareholders:

Trading Results:

Y/E
Turnover
£
29 February 2008 £5,857,715
28 February 2007 £5,887,789
28 February 2006 £3,445,751

04362325
29/01/2002
55 Baker Street, London, W1U 7EU

Mark Leslie Butler
Andrew Brian Chapman
Kevin Thornton

HBJGW Secretarial Support Limited
Kevin Thornton

141,672 Ordinary shares of £1.00 each
41,980 Ordinary-A shares of £0.01 each
166,155 Ordinary-B shares of £0.10 each
10,000 Preference share of £1.00 each

Mark Leslie Butler - 56,669 Ordinary shares, 16,792
Ordinary-A shares, 66,462 Ordinary-B shares, 4000
Preference shares;

Andrew Brian Chapman — 28,334 Ordinary shares,
8,396 Ordinary-A shares, 33,231 Ordinary-B shares,
2000 Preference shares;

Kevin Thornton — 56,669 Ordinary shares, 16,792
Ordinary-A shares, 66,462 Ordinary-B shares, 400
Preference shares.

Gross Net Profit Directors' Balance on
Profit (after tax) remuneration P &L A/c
£ £ £ £

£4,089,482 (£390,456) £276,789 (£1,398,236)
£4,077,025 £1,297,096 £282,715 (£1,007,780)
£2,392218 (£119,075) £190,540 (£2,304,876)



0/IMS/ADM690 Stat info/Cl1
Mercury Inns
In Administration

Statutory Information

Company Number: 04361891 |
Date of Incorporation: 28/01/2002
Address of Registered Office: 55 Baker Street, London, W1U 7EU
Directors: Mark Leslie Butler
Andrew Brian Chapman :
Kevin Thornton |
Company Secretary: HBJGW Secretarial Support Limited
Kevin Thornton
Nominal Share Capital: 1000 Ordinary shares of £1.00 each
275 Ordinary shares of £0.01 each
Registered Shareholders: Mercury Inns Group Limited — 1000 Ordinary shares
GW1016 Limited — 275 Ordinary shares
Trading Results:
Y/E Gross Net Profit Directors' Balance on
Turnover Profit (after tax) remuneration P& L Afc
£ £ £ £ £
29 February 2008 na* £2957314 (£461,066) £202,374 (£703,894)
28 February 2007 n/a* £2.808,881 (£308,436) £209,136  (£242,828)
28 February 2006 na* £1911301 £271,026 £156,790 £65,608 @

* Abbreviated accounts filed




0/IMS/ADM690 Stat Info/C11

GW 1016 Limited
In Administration
Statutory Information
Company Number: 05034544
Date of Incorporation: 04/02/2004
Address of Registered Office: 55 Baker Street, London, W1U 7EU
Directors: HBJGW Secretarial Support Limited
Kevin Thornton
Company Secretary: Mark Leslie Butler
Kevin Thornton
Nominal Share Capital: 10,000 Ordinary shares of £0.01 each
Registered Shareholders: Mercury Inns Group Limited
Trading Results:
Y/E Gross Net Profit Directors'
Turnover Profit (after tax) remuneration
£ £ £ £
29 February 2008 n/a * n/a* £1,309,719 n/a*
28 February 2007 n/a * n/a* (£25,510) n/a*
28 Febrnary 2006 n/a* nfa* (£23,207) n/a*

* Abbreviated accounts filed

Balance on
P& LA/
£
£1,260,954
(£48,765)
(£23,255)
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Rule 2.29

(a) Insert namo and address of
registered office of the
company

{b) Insert date

O/FS/ADM240/E2

Form 2.14B

Statement of affairs

Name of Company Company number
Mercury Inns Group Limited ' 04362325
In the Court case number
The Royal Courts of Justice : 2112072009

[ful? name of court]

Statement of affairs of (3} _Mercury Inns Group Limited whose registered office is situated at 111
Edmund Street, Birmingharn, West Midlands, B3 2HJ .

On the () 23 November 2009 , the date that the company entered administration.

Statement of Truth

I believe that the facts stated in this statement of affairs are a firll, true and complete statement of the
affairs of the above named company as at (b)_23 November 2009 _the date that the company entered
administration.

_Full name Py ~ ‘ ™y A TLBY

Signed — /
Dated g‘\\ 7\\ Qb/q
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Assets Book Estimated to
Value Realise
Assets subject to fixed charge: £ £
Sacudn Qaes RELNE | €oc.ooC
Assets subject to floating charge:
Uncharged assets:
Estimated total assets available for .preferential creditors -
Signature % . Date 5‘\\?\1@‘1
Ly 7




Al - Summary of Liabilities = S\EXc we~ Tung Gacud heuted

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

Liabilities
Preferential creditors:-

Estimated deficiency/surplus as regards preferential creditors

Estimated prescribed part of net property where applicable (to carry forward)

Estimated total assets available for floating charge holders

Debts secured by floating charges

Estimated deficiency/surplus of assets after floating charges

Estimated prescribed part of net property where applicable (brought down)
Total assets available to unsecured creditors

Unsecured non-preferential claims
Estimated deficiency after floating charge where applicable (brought down)

Estimated deficiency/surplus as regards creditors

Issued and called up capital

Estimated total deficiency/surplus as regards members

Estimate.
to realise
£
£l
(13 2 )
£
£

£

(2. ¢35)

T Eaw)

[ &1 2¢9) |

Date &\\l\cq

Signature
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Rule 2.29

(2) Insert name and address of
registered office of the
company

() Insert date

O/JS/ADM240/E2

Statement of affairs

Form 2.14B

Name of Company

Mercury Inns

Company number

04361891

In the

Royal Courts of Justice
{full name of court]

Court case number

21119/2009

Statement of affairs of (/) _Mercury Inns whose registered office is situated a;c 20-24 The

Whitehouse, Old Halford Street, Tamworth, Staffordshire B79 7QS .

On the (b) 23 November 2009 , the date that the company entered administration.

Statement of Truth

I believe that the facts stated in this statement of affeirs are a full, true and complete statement of the
affairs of the above named company as at (b)_23 November 2009 the date that the company entered

administration.

Fuil name \(1 Ve c oo RO ay 93\\“\ LB

Signed @__//J%-
Dated @ \\7\]00\




Al — Summary of Liabilities DB%cu2n ANAS

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

Liabilities
Preferential creditors:-

Estimated deficiency/surplus as regards preferential creditors

Estimated prescribed part of net property where applicable {to carry forward)

Estimated total assets available for floating charge holders

Debts secured by floating charges

Estimated deficiency/surplus of assets after floating charges

Estimated prescribed part of net property where applicable (brought down)
Total assets available to unsecured creditors

Unsecured non-preferential claims
Estimated deficiency after floating charge where applicable (brought down)

Estimated deficiency/surplus-as regards creditors

Issued and called up capital

Estimated total deficiency/surplus as regards members

Estimate.
to realise
£

£{Wc.co0

(.k‘\, 3e0)

£]6e o0

(3.’78’5: 3:5)

#1635} |

('7%,3:;\)

E Jam2,906)

Signatugﬁﬂ% Date f\\l} oY

T




A — Summary of Assets

S\EQ\C\;\Q\A ANNS

Assets

Assets subject to fixed charge:

ReQ hvom

LMY ARRS
TaE Wedtds Eavd
OrD Lodeyy WMokt

Tre fadw

Assets subject to floating charge:

e Wed A £rad
Cra (e~Acw Maou®
ThE QAWM

Uncharged assets:

Estimated total assets available for‘preferential creditors

Book Estimated to
Value Realise
£ £
\, Ah) Lo \. et ceC
\S8 13 -
o, Ao -
Myo qol
229676} | %e5000e
\OC 6oC No oo ©
Ak oo ho, 000
A} oo lo. cco
WS oo Wwo oo

Date 6’1\\1]0 D’

Sigmgg/%??
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Rule 2.29 Form 2.14B

Statement of affairs

Name of Company Company number
GW1016 Limited 05034544
In the Court case number
Royal Courts of Justice, Chancery Division Companies 21117 of 2009
Court

[full name of court]

(a) Insert ame and address of  Gtatement of affairs of (a) _GW 1016 Limited whose repistered office is situated at. 111 Edmund

e o ol o Street, Birmingham, West Midlands, B3 2HI ,

®lnsemdate O the (b) 23 Novernber 2009 , the date that the company entered administration.

Statement of Truth

I believe that the facts stated in this statement of affairs are a full, true and complete statement of the
affairs of the above named company as at (b)_23 November 2009 the date that the company entered
administration.

Full name \ARNQ\'LA-WN o\ QJ\A_\L&\?—

Signed

Dated ' SA \Y)J Q q

TIMS/ADM240/E2




A1l ~ Summary of Liabilities G Ab AD

Estimated
to realise
£
Estimated total assets available for preferential
Creditors (carried from page A) -
£
Liabilities -
Preferential creditors:-
Estimated deficiency/surplus as regards preferential creditors
' £
Estimated prescribed part of net property where applicable (to carry forward)
Estimated total assets available for floating charge holders
£ i
Debts secured by floating charges ‘ Nk yla)
Estimated deficiency/surplus of assets after floating charges
£
Estimated prescribed part of net property where applicable (brought down) ]
Total assets available to unsecured creditors
£
Unsecured non-preferential claims YA qeo <)
Estimated deficiency after floating charge where applicable (brought dowm)
Estimated deficiency/serptts as regards creditors Aoz, \65-0)
£
Issued and called up capital

Estimated total deficiency/surplus as regards members

Signature :J/”% Date 62\\1,) oY




A — Summary of Assets Calovew A

Assets

Assets subject to fixed charge:

\WE \Witea WeREe

Assets subject to floating charge:

Uncharged assets:

Estimated total assets available for .preferential creditors

Book Estimated to
Value Realise
£ £
2. L2637 S V.Get cce
—_—

Signami//ﬁ(‘;%” Date
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l BDO | : Appendix 3

Mercury Inns Group Limited, Mercury Inns and GW 1016 Limited
Summary of the Joint Administrators’ Receipts and Payments




Mercury Inns Group Limited
In Administration

Summary of Joint Administrators' Receipts And Payments from 23 November 2009 to
1 January 2010

RECEIPTS Total (£)
Rent Deposit Refunds - Leasehold Properties 7,284.16
Fixtures & Fittings - Leasehold Properties 6,500.00
13,784.16

PAYMENTS Total (£)
Legal Fees 3,450.00

3,450.00

Balance in Hand 10,334.16

BDO LLP A D Nygate & T L Pye

55 Baker Street Joint Administrators

London 15 January 2010

WI1U 7EU



Mercury Inns
In Administration

Summary of Joint Administrators’ Receipis And Payments from 23 November 2009 to

1 January 2010

RECEIPTS

Business Rates Refunds
Cash at Bank

Rent Deposit Refunds - Leasehold Properties
Fixtures & Fittings - Leasehold Properties

Stock

Book Debts - PDQ sales
Trading - PDQ sales
Output VAT

PAYMENTS

Purchases - Wine & Beer
Fuel & Oil

Security

Legal Fees

Waste & Refuse

Input VAT

Bank Charges

Balance in Hand

BDO LLP

55 Baker Street
London

WI1U 7EU

Total (£)

8,407.44
1,642.38
20,567.08
50,580.00
6,000.00
16,953.61
52,532.79
7,737.00

164.420.30

Total (£)

2,577.54
608.00
292.00

4,503.00
905.67

1,272.13

20.00

10,178.34

154,241.96

A D Nygate & T L Pye
Joint Administrators
15 January 2010



GW 1016 Limited
In Administration

Summary of Joint Administrators' Receipts And Payments from 23 November 2009 to
1 January 2010

RECEIPTS Total (£)
Book Debts - PDQ sales 7.458.70
Trading - PDQ sales 29,799.84

37,258.54
PAYMENTS Total (£)
Business Rates 6,856.44
Equipment 3,390.00
Waste & Refuse 262.83
Input VAT 547.92
Bank Charges 40.00

11,097.19
Balance in Hand 26,161.35
BDOLLP A D Nygate & T L Pye
55 Baker Street Joint Administrators
London 15 January 2010

WI1U 7EU




| B DO : Appendix 4

Mercury Inns Group Limited, Mercury Inns and GW 1016 Limited
Summary of the Joint Administrators’ Time Costs,

A creditor’s guide to Administrators’ fees,

BDO LLP policy on fees
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I B D O A Creditors’ Guide To Administrators’ Fees

3.1

4.1

4.2

]
1 Introduction
1.1 When a company goes into administration the costs of the proceedings are paid out of its assets. The creditors,

who hope eventually to recover some of their debts out of the assets, therefore have a direct interest in the level
of costs, and in particular the remuneration of the insolvency practitioner appointed to act as administrator. The
insolvency legislation recognises this interest by providing mechanisms for creditors to determine the basis of
the administrator’s fees. This guide is intended to help creditors be aware of their rights under the Jegislation to
approve and monitor fees and explains the basis on which fees are fixed.

The nature of administration

Administration is a procedure which places a2 company under the control of an insclvency practitioner and the
protection of the court with the following objective;

. rescuing the company as a going concern, or

e achieving a better result for the creditors as a whole than would be likely if the company were wound
up without first being in administration,

or, if the administrator thinks neither of these objectives is reasonably practicable

. realising property in order to make a distribution to secured or preferential creditors.
The creditors’ committee

The creditors have the right to appoint a committee with a minimum of 3 and a maximum of 5§ members. One
of the functions of the committee is to determine the basis of the administrator’s remuneration. The committee
is normally established at the meeting of creditors which the administrator is required to hold within a
maximum of 10 weeks from the beginning of the administration to consider his proposals. The administrator
must call the first meeting of the committee within 6 weeks of its establishment, and subsequent meetings must
be held either at specified dates agreed by the committee, or when a member of the committee asks for one, or
when the administrator decides he needs to hold one. The committee has power to summon the administrator to
attend before it and provide information about the exercise ofhis functions.

Fixing the administrator’s fees

The basis for fixing the administrator’s remuneration is set out in Rule 2.106 of the Insolvency Rules 1986,
which states that it shall be fixed either: '

. as a percentage of the value of the property which the administrator has to deal with, or
. by reference to the time properly given by the administrator and his staff in attending to matters

arising in the administration.

It is for the creditors’ committee (if there is one) to determine on which of these bases the remuneration is to be
fixed and, if it is fixed as a percentage fix the percentage to be applied. Rule 2.106 says that in arriving at its
decision the committee 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 administrator;

. the effectiveness with which the administrator appears to be carrying out, or to have carried out, his
duties; ’

. the value and nature of the property which the administrator has to deal with.

If there is no creditors’ committee, or the committee does not make the requisite determination, the
administrator’s remuneration may be fixed by a resolution of a meeting of creditors having regard to the same
matters as the committee would. If the remuneration is not fixed in any of these ways, it will be fixed by the
court on application by the administrator.
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5.1.1

There are special rules about creditors’ resolutions in cases where the administrator has stated in his proposals
that the company has insufficient property to enable a distribution to be made to unsecured creditors except out
of the reserved fund which may have to be set aside out of floating charge assets. In this case a resolution of
the creditors shall be taken as passed if, and only if, passed with the approval of —

. each secured creditor of the company; or

. if the administrator has made or intends to make a distribution to preferential creditors —
each secured creditor of the company; and

. preferential creditors whose debts amount to more than 50% of the preferential debts of the company,
disregarding debts of any creditor who does not respond to an invitation to give or withhold approval.

Note that there is no requirement te hold a creditors’ meeting in such cases unless a meeting is requisitioned by
creditors whose debts amount to at least 10 per cent of the total debts of the company.

A resolution of creditors may be obtained by conesponden;:e.

What information should be provided by the administrator?

When seeking fee approval

When seeking agreement to his fees the administrator should provide sufficient supporting information to
enable the committee or the creditors to form a judgement as to whether the proposed fee is reasonable having

regard to all the circumstances of the case. The nature and extent of the supporting information, which should
be provided, will depend on:

. the nature of the approval being sought;
° the stage during the administration of the case at which it is being sought; and
. the size and complexity of the case.

Where, at any creditors’ or committee meeting, the administrator seeks agreement to the terms on which he is
to be remunerated, he should provide the meeting with details of the charge-out rates of all grades of staff,
including principals, which are likely to be involved on the case.

Where the administrator seeks agreement to his fees during the course of the administration, he should always
provide an up to date receipts and payments account. Where the proposed fee is based on time costs the
administrator should disclose to the commiittee or the creditors the time spent and the charge-out value in the
particular case, together with, where appropriate, such additional information as may reasonably be required
having regard to the size and complexity of the case. The additional information should comprise a sufficient
explanation of what the administrator has achieved and how it was achieved to enable the value of the exercise
to be assessed {whilst recognising that the administrator must fulfil certain statutory obligations that might be
seen to bring no added value for creditors) and to establish that the time has been properly spent on the case.
That assessment will need to be made having regard to the time spent and the rates at which that time was
charged, bearing in mind the factors set out in paragraph 4.1 above. To enable this assessment to be carried out
it may be necessary for the administrator to provide an analysis of the time spent on the case by type of activity
and grade of staff. The degree of detail will depend on the circumstances of the case, and professional
guidance has been provided setting out a minimum of 6 category headings under which the work done by the
officeholder and his staff should be analysed. As a firm BDO LLP operates a computerised time recording
system which analyses work done under the following categories:-

. Pre Appointment Matters

. Steps upon Appointment

. Planning and Strategy

. General Administration

. Asset Realisation/Management
. Trading Related Matters
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———
. Employee Matters
. Creditor Claims
. Reporting
. Distribution and Closure
. Other Issues

5.2

Professional guidance suggests the following categories as a basis for analysis by grade of staff;

. Partner

. Manager

. " Other senior professionals
. Assistants and support staff

The explanation of what has been done can be expected to include an outline of the nature of the assignment
and the administrator’s own initial assessment, including the anticipated return to creditors. To the extent
applicable it should also explain:

. Any significant aspects of the case, particularly those that affect the amount of time spent.
. The reasons for subsequent changes in strategy.
. Any comments on any figures in the summary of time spent accompanying the request the

administrator wishes to make.

. The steps taken to establish the views of creditors, particularly in relation to agreeing the strategy for
the assignment, budgeting, time recording, fee drawing or fee agreement.

. Any existing agreement about fees,

. Details of how other professionals, including sub-contractors, were chosen, how they were contracted
to be paid, and what steps have been taken to review their fees.

It should be borne in mind that the degree of analysis and form of presentation should be proportionate to the
size and complexity of the case. In smaller cases not all categories of activity will always be relevant, whiist
further analysis may be necessary in larger cases. -

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 sub-contracted out which would normally be undertaken directly by an administrator
or his staff.

After fee approval

Where a resolution fixing the basis of fees is passed at any creditors’ meeting held before he has substantially
completed his functions, the administrator should notify the creditors of the details of the resolution in his next
report or circular to them. In all subsequent reports to creditors the administrator should specify the amount of
remuneration he has drawn in accordance with the resolution. Where the fee is based on time costs he should
also provide details of the time spent and charge-out value to date and any material changes in the rates
charged for the various grades since the resolution was first passed. He should also provide such additional
information as may be required in accordance with the principles set out in paragraph 5.1.3. Where the fee is
charged on a percentage basis the administrator should provide the details set out in paragraph 5.1.4 above
regarding work which has been sub-contracted out.
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6.1

7.1

8.1

8.2

Expenses and disbursements

There is no statutory requirement for the committee or the creditors to approve the drawing of expenses or
disbursements. However, professional guidance issued to insolvency practitioners requires that, where the
administrator proposes to recover costs which, whilst being in the nature of expenses or disbursements, may
include an element of shared or allocated costs (such as room hire, document storage or communication
facilities provided by the administrator’s own firm), they must be disclosed and be authorised by those
responsible for approving his remuneration. Such expenses must be directly incurred on the case and subject to
a reasonable method of calculation and allocation.

What if a creditor is dissatisfied?

If a creditor believes that the administrator’s remuneration is too high he may, if at least 25 per cent in value of
the creditors (including himself) agree, apply to the court for an order that it be reduced. If the court does not
dismiss the application (which it may if it considers that insufficient cause is shown) the applicant must give
the administrator a copy of the application and supporting evidence at least 14 days before the hearing. Unless

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 administrator 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 remuneration fixed by the
committee or the creditors 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® notice to the members of the creditors’ committee and the commiittee
may nominate one or more of its members to appear or be represented on the application. If there is no
committee, the administrator’s notice of his application must be sent to such of the company’s creditors as the
court may direct, and they may nominate one or mere of their number to appear or be represented. The court
may order the costs to be paid as an expense of the administration.

Other matters relating to fees

Where there are joint administrators it is for them to agree between themselves how the remuneration payable
should be apportioned. Any dispute arising between them may be referred to the court, the creditors’
committee or a meeting of creditors.

If the administrator is a solicitor and employs his own firm to act on behalf of the company, profit costs may
not be paid unless authorised by the creditors’ committee, the creditors or the court.

Provision of information - additional requirements

In any case where the administrator is appointed on or after I April 2005 he must provide certain information
about time spent on a case, free of charge, upon request by any creditor, director or shareholder of the
company. The information which must be provided is —

the total number of hours spent on the case by the administrator 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 period.

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

The information must be provided within 28 days of receipt of the request by the administrator, and requests
must be made within two years from vacation of cffice.

O/IMS/ADMT00/C11
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Mercury Inns Group Limited, Mercury Inns and GW 1016 Limited
-~ All In Administration

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

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

GRADE £
Partnerl 645
Partner2 520
Director 446
Senior Manager 379-413
Manager 284-322
Assistant Manager 257
Senior Executive 240
Executive 175-193
Junior Executive 139
Trainee 88
Support stafi/Secretary 88

The rates charged by BDO LLP, 55 Baker Street, London, W1U 7EU are reviewed in
December and July each year and are adjusted to take account of inflation and the firm’s
overheads.

Time spent on casework is recorded directly to the relevant case using a computerised time
recording system and the nature of the work undertaken is recorded at that time. Units of
time can be as small as 3 minutes. BDO LLP records work in respect of insolvency work
under the following categories:-

Pre Appointment

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

Distribution and Closure
Other Issues.

Under each of the above categories the work is recorded in greater detail in sub categories.
Please note that the 11 categories provide greater detail than the six categories
recommended by the Recognised Professional Bodies who are responsible for licensing
and monitoring insolvency practitioners.
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Where an officeholder’s remuneration is approved on a time cost basis the time invoiced to
the case will be subject to VAT at the prevailing rate.

Where remuneration has been approved on a time costs basis a periodic report will be
provided to any committee appointed by the creditors or in the absence of a committee to
the creditors. The report will provide a breakdown of the remuneration drawn and will
enable the recipients to see the average rates of such costs.

Other Costs

Where expenses are incurred in respect of the insolvent estate they will be recharged. Such
expenses can be divided into two categories.

Category 1

This heading covers expenses where BDO LLP has met a specific cost in respect of the
insolvent estate where payment has been made to a third party. Such expenses may include
items such as advertising, couriers, travel (by public transport), searches at Companies
House, land registry searches, fees in respect of swearing legal documents, external
printing costs etc. In each case the recharge will be reimbursement of a specific expense
incurred.

A further disbursement under this heading is the cost of travel where staff use either their
own vehicles or company cars in travelling connected with the insolvency. In these cases a
charge of 40p per mile is raised which is in line with the Inland Revenue- Approved
Mileage Rates (median ~ less than 10,000 miles per annum) which is the amount the firm
pays to staff.

Where applicable, disbursernents will be subject to VAT at the prevailing rate.
Category 2

Additionally some firms recharge expenses for example postage, stationery, photocopying
charges, telephone and fax costs, which cannot economically be recorded in respect of a
each specific case. Such expenses, which are apportioned to cases, require the approval of
the creditors, before they can be drawn, and these are known as category 2 disbursements.
The policy of BDO LLP, effective from 1 July 2003, is not to recharge any expense which -
is not a specific cost to the case, therefore there will be no category 2 disbursements
charged. Category 2 disbursements, because they are imprecise, require approval by the
creditors before they can be drawn.

BDO LLP
8 December 2009
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Mercury Inns Group Limited, Mercury Inns and GW 1016 Limited
Joint Administrators’ proposals



Mercury Inns Group Limited

Mercury Inns

GW 1016 Limited

(together “the Companies”) - All In Administration

Formal Proposals - the Joint Administrators propose that in relation to Mercury Inns
Group Limited, Mercury Inns and GW 1016 Limited that:

1

they continue to realise assets in accordance with objective 3 of the statutory
purpose of each administration;

where possible, they make payments to the Companies’ secured and preferential
creditors;

they exit each administration by way of dissolution and

the remuneration of the Joint Administrators is approved on the basis of the time
properly spent attending to matters arising in each administration; and

[NB. This will be subject to approval by the secured and preferential creditors.]
A further resolution is put to creditors:

That the Joint Administrators be discharged from liability under each
Administration per Paragraph 98 of Schedule B1 of the Insolvency Act 1986, 28
days after the Joint Administrators’ filing their final report and sending it to
creditors.

TIMS/ADMG40/C12
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Proof of Debt forms



Our Ref: 0/JMS/ADM651 PoD/J6
PROOF OF DEBT

In The High Court of Justice No 21120 of 2009
Chancery Division
Companies Court
Mercury Inns Group Limited
- In Administration -

Date of Administration 23 November 2009
1 Name of creditor

2 Address of creditor

3 Total claim including VAT and interest as at

the date of the appointment of administrators £
(see overleaf

4  Details of documents by which debt can be
substantiated (please attach copy documents)

5 Amount of any interest included in claim £

6  Isthe whole or part of the debt preferential? Yes/No
If so, state amount, and details £
See notes overleaf

7 Particulars of how and when debt incurred

8  Particulars and value of any security held and
the date it was given

9 Signature of creditor
or other authorised person = s

Name in BLOCK LETTERS e cererrsnsvaseverensennns

Creditor's TEIEIENCE. et et a e enn

10 Position or Relationship with Creditor = .ot



For Use of Administrator Only
11 Admitted to vote for £
Date

Joint Administrator

12  Admitted preferentially Admitted non-preferentially
for £ for £
Date Date
Joint Administrator Joint Administrator

Guidance Notes re Preferential Debts:

The categories of preferential debts under S.386(1) of the Insolvency Act 1986 are as
follows:

- pension scheme contributions
- remuneration etc of employees

- Levies on Coal & Steel Productions.

VAT Bad Debt Relief

The provisions of the Finance Act, 1990, came into effect on 26 July, 1990, and introduced
changes in the way that VAT on Bad Debits is recovered.

Your claim overleaf must be quoted inclusive of VAT. You may claim relief on your VAT
return when the debt is at least six months old and has been written off. Any dividend you
receive in respect of this claim will include payment in respect of the VAT element of your
debt and you will be responsible for declaring such VAT to HM Customs & Excise.



Our Ref: 0/JIMS/ADMG651 PoD/J6

PROOF OF DEBT
In The High Court of Justice No 21119 of 2009
Chancery Division
Companies Court
Mercury Inns

- In Administration -
Date of Administration 23 November 2009
1 Name of creditor

2 Address of creditor

3 Total claim including VAT and interest as at

the date of the appointment of administrators £
(see overleaf

4  Details of documents by which debt can be
substantiated (please attach copy documents)

5 Amount of any interest included in claim £

6 Is the whole or part of the debt preferential? Yes/No
If so, state amount, and details £
See notes overleaf

7 Particulars of how and when debt incurred

8 Particulars and value of any security held and
the date it was given

9 Signature of creditor
or other authorised PersOn e

Name in BLOCK LETTERS v vnresnens e

(O0T=T8 A1 10) o (=3 =3 (=10 T =T USSP

10  Position or Relationship with Creditor = it




For Use of Administrator Only
11  Admitted to vote for £
Date

Joint Administrator

12 Admitted preferentially Admitted non-preferentially

for £ for £
Date Date
Joint Administrator Joint Administrator

Guidance Notes re Preferential Debts:

The categories of preferential debts under S.386(1) of the Insolvency Act 1986 are as
follows:

- pension scheme contributions
- remuneration etc of employees

- Levies on Coal & Steel Productions.

VAT Bad Debt Relief

The provisions of the Finance Act, 1990, came into effect on 26 July, 1990, and introduced
changes in the way that VAT on Bad Debts is recovered.

Your claim overleaf must be quoted inclusive of VAT. You may claim relief on your VAT
return when the debt is at least six months old and has been written off. Any dividend you
receive in respect of this claim will include payment in respect of the VAT element of your
debt and you will be responsible for declaring such VAT to HM Customs & Excise.



