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The admimistrators act as agents of the Company without personal liabthity
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Introduction

This statement 15 addressed to the creditors of the Company and includes the Joint
Administrators’ proposals which will be considered at the meeting of creditors to be held on
23 November 2012

The creditors may approve the proposals, with or without modifications, but any
modifications are subject to the consent of the Joint Admimnstrators If the creditors choose to
reject the proposals, a report will be sent to the Court advising that creditors have resolved to
reject the proposals In the event of such a rejection, the Court may provide that the
appointment of the Joint Administrators ceases and make such order as it deems appropriate
This may include the Company being returned to the control of the directors or a winding-up
order being made, placing the Company into compulsory Liquidation.

If the proposals are approved by the credmors either with or without modification, the
meeting may also establish a creditors’ commuttee pursuant to paragraph 57 of Schedule Bl
of the Insolvency Act 1986 The purpose of such a committee would be to assist the Jont
Admnistrators m the discharge of therr duttes and responsibilities If the proposals are
agreed, the Joint Administrators will continue to control the business of the Company At a
later date, the Admmmstrators will arrange for the Company to exit from the Administration
This may be via a creditors’ voluntary liquidation or by an application to dissolve the
Company

The statutory putpose of an Admumistration comprises three hierarchical objectives

a) rescuing the Company as a going concerm,

b)  achieving a better result for the Company’s creditors as a whole than would be likely if
the Company was wound up (without first being in Administration), or

c) realising property in order to make a distribution to one or more secured or preferential
creditors

Prior to our appomntment, a financial overview of the Company was undertaken and the
options considered with the board of directors Given the level of debt, the threat of a
winding up petition and the time available, it was not considered possible to restructure the
Company’s debt Consequently, once the Company was placed i to Admmistration,
rescumng it as a going concern was not considered feasible However, objective (b) was
considered appropriate as this was likely to produce a better result for the Company’s
creditors than would be achieved 1f the Company was wound up

Statutory information

I would advise you that I was appointed Administrator of the Company jointly with my
partner Michael Wellard, on 18 September 2012 1 am authorised to act as an Insolvency
Practitioner 1n the UK by the Institute of Chartered Accountants in England and Wales and
Michael Wellard 1s authorised in the UK by the Association of Chartered Certified
Accountants




22

23

24

25
26
27

28

29

210

2n

212

e M AZ ARS

The application for the appomntment of an Administrator was made by the directors on 18
September 2012 following an application to the High Court of Justice A Notice of Intention
to Appomt an Administrator had been filed by the directors earlier on 14 September 2012.

The floating charge holder, RBS Invoice Finance Limited (“RBSIF™) provided consent to the
appointment on 17 September 2012 According to the Company’s records, the amount due to
RBSIF under 1ts invoice discounting facility was nil, however, 1t was considered prudent to
serve notice on them

The EC Regulation on Insolvency Proceedings (Council Regulation (EC) No 1346/2000 of
29 May 2000) apphes to this Administration and the proceedings are main proceedings

The Court reference number 15 7219 of 2012
The registered number of the Company is 04393028.

The trading address of the Company was Sheffield Road, Templeborough, Rotherham, South
Yorkshire, S60 1 DX (“Rotherham site”) The business traded under the name Sterecycle

The registered office of the Company 1s Tower Bridge House, St Katharine's Way, London,
EIW 1DD The former registered office was Lower Ground Floor, 32 Grosvenor Gardens,
London, SWIW 0DH

All acts required to be done by the Joint Administrators, may be done by either or both,
acting jointly or alone

Details of the directors of the Company along with their shareholding are as follows

Director Date appointed Date resigned Shares held
Mr Thomas Shields 09/02/2010 - Nil
Mr Richard Moulson 20/09/201 1 - Nil
Mr Ronald Kopas 28/07/2005 - Nil
Mr Andrew Hinton 10/10/2005 - Nil
Mr John Gnierson 05/05/2004 - Nil

The Company’s financial year ends on 31 March The last statutory accounts filed by the
Company were for the year ended 31 March 2012

A summary of the Company’s trading results for the financial years ended 31 March 2010,
31 March 2011 and 31 March 2012 are provided below
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Summary Profit & Loss Account Yearended Yearended Year ended
31/03/2012  31/03/2011 31/03/2010
£'000 £'000 £000
Revenue 7,057 5,300 6,197
Cost of Sales (8,259) (6,301) (6,243)
Gross Profit (1,242) (1,001) (46)
Exceptional impairment cost - (4,850) -
Insurance claim 550 400 -
Exceptional reparr costs (309) (219) -
(1,001) (5,710) (46)
Administration expenses (654) (2,829) (3,255)
Operating Loss (1,655) (8,539) (3,300)
Fmance mcome i 97 23
Finance expense 3 (2,047 (1,825)
Operating Loss before taxation (1,685) (9,615) (5,102)
Taxon loss on ordinary activities - 161 -
Loss for the financial year (1,685) (9,454) (5,102)

Source Frled Accounts for the Years Ended 31 March 2010, 2011 and 2012

Summary Profit & Loss Account For the period
01/04/2012 to

31/08/2012

£000

Revenue 4.408
Vanable costs (2,837)
Contribution 1,576
Fixed costs (2,264)
EBITDA (694)
Depreciation (278)
Interest - Hure Purchase (42)
EBIT (1,014)

Source Management accounts for the period 1 Aprii 2012 10 31 August 2012

A summary of the trading results up to 31 August 2012, taken from the draft management
accounts are as follows

The Company’s balance sheets for the years ending 31 March 2010, 31 March 2011,
31 March 2012 and the draft management accounts up to 31 August 2012 are summarised
below.
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As at As at As at As at
Bal Notes
alance Sheet 31/08/2012  31/03/2012  31/03/2011 31/03/2010
£'000 £'000 £000 £'000
Non-current assets
Property, plant and equipment 12,823 11,340 9,197 11,011
12,823 11,340 9,197 11,011
Current Assets
Trade and other recervables 5,479 4,646 4,740 1,584
Cash and cash equivalents 430 903 236 10,052
5,909 5,549 4,976 11,636
Current hallities
Trade and other payables 4,323 2,807 13,285 5,221
Borrowings 1,522 252 - -
5,845 3,059 13,285 5,221
Net Current Assets / (Lialhities) 63 2,490 (8.309) 6,415
Total assets less current hallities 12,886 13,830 888 17,426
Non-current labihtes
Borrowings 1 501 - 9,577
Net assets 12,886 13,329 888 7,850
Shareholders’ equity
Share capital 3 3 3 3
Share premium 23,395 23,395 23,395 20,895
Capttal contnbution 14,126 14,126 - -
Warrents Reserve 2 - - - 168
Profit and loss account (24,638) (24,195) (22,510) (13,216)
12,886 13,329 888 7,850
Source Filed Accounts for the Years Ended 31 March 2010, 2011 and 2012
Management Accounts as at 31 August 2012
Notes
1 Amount relates to Convertible Debentures ssued wn January 2010 Qn 14 May 2010, the Cempany became
a subsidiary of STE (Clean Recycyling and Energy) plc as part of a group re-organtsation  In May 2010,
STE acquired all the 1ssued debentures of the Company In December 2010, the Company redeemed the
convertible debentures at par by way of an mtercompany loan
2 Relates to warrants relating to preference shares In May 2010, STE acquired all of the issued preference shares
of the Company In December 2010, STE subscribed for new ordinary shares of the Company n exchange for the
cancellation of the preference share capital

Background and Events Leading up to Appointment

Group structure

In May 2010, the current corporate structure as set out below (hereafter referred to as the
“Sterecycle Group™), was implemented whereby the Company was renamed from Sterecycle
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Limtted to Sterecycle (Rotherham) Limited and became 100% owned by Sterecycle Holdings
Limited (“SHL”) The ultimate parent company 1s STE (Clean Recycling and Energy) Plc
(EISTE”)

SiE
[{Clean Recycling
ancl Energy plc)
Pageteradin Jersey
Regstared number 105125
(“STE")

Sterecycle Hotdings
Limited
Regsleisd n England & Wodes
Pegstarad Humber 7437244

(“SHL")
| |
Sterecycle Sterecycle Sterecycle
Management Sterecycle {South Lendon) (Rotherham) Limited Sterecycle
U {Carcdff) Linuted Limited fFomatynamed (Harow) Lismted

Services Limited Registorad i Englond & Walss mife sterecyete Umitad) Regrs|sraan England &, Wales

Repsierad nEnglend & Wales Regriersd Number 7437758 Raggleradin England & walss ReghkleredinEngland & Wales Ragklerad Number 7437503
Regiiered Number 7437815 sC1L™) Regalerad Murmbear 743772¢ Registared Number 04393028 {"sHM)
{"SMS") (“5s51”) “SRL"}

Michael Wellard and myself were also appointed Administrators over SHL and Sterecycle
Management Services Lumted (“SMS™) on 18 September 2012.

We have also recently been appointed Admimistrators over Sterecycle (Cardiff) Limited 2012
(“SCL”) on 2 November 2012

It 1s expected that STE, the ultimate parent company registered in Jersey, will shortly be
placed into liquidation Meetings have been convened for 8 November 2012 for members and
creditors to consider the appomtment of myself and Mike Wellard as Liquidators Under
Jersey Law an administration msolvency procedure 1s not available

The Company was the main operating company, however SMS employed the staff and the
majority of the ntellectual property of the Group Therefore these two companies were
closely interlinked

SHL 1s a holding company and was not trading

Sterecycle (South London) Limited and Sterecycle (Harlow) Limited were orngmally
incorporated with the intention to develop further sites However, the plans for these sites to
become operational did not proceed and both companies are dormant, and are expected to be
struck off

Other sites

The Sterecycle Group also acquired a site near Cardiff, South Wales in 2007 which was
transferred to SCL i December 2010 The land 15 yet to be developed but has planning
permission for a waste processing facility incorporating autoclave technology, materials
recycling and combined heat and power generation
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The head office for the Sterecycle Group was located at Grosvenor Gardens, London which
were leasehold premises with the lease held 1in the name of SMS (“London office™)

The Sterecycle business

SRL was founded 1 2003 with a business plan of applying autoclave waste treatment
technology to unsorted household and commercial waste This technology had been used on a
smaller scale processing medical waste

Using funds raised from a number of private investors, SRL began commissioning the
Rotherham site in June 2008 It was the first busmess to design, build and operate a
commercial-scale autoclave waste treatment plant The aim being to divert household and
commercial waste from landfill

The plant mitially operated two autoclaves, enabling a capacity of circa 90,000 tonnes per
annum of waste In January 2012, a third larger autoclave was commissioned, which doubled
throughput capacity from 90,000 tonnes to approximately 175,000 tonnes per annum

SRL recewved the majority of waste from three local authonties, the Bamsley, Doncaster and
Rotherham councils (“BDR™)

The process mcluded sorting and scanning the waste using state of the art infared optic
equipment to remove valuable recyclable materals, such as plastic and metals Other
matertals were also extracted, which could be used as fuel i certain processes (refuse-
derived fuel or “RDE)

The remander of the waste such as organic maternials (1 ¢ cardboard and vegetable matter)
was processed through autoclaves where 1t was sterihized using steam and high pressure
transforming it into a biomass-rich product that was branded and trademarked as Sterefibre®
The remaming amount of residue was deployed to landfill sites Sterefibre® can be used as a
so1l conditioner on land remediation schemes and as a fertilizer for biomass energy crops

The plant was capable of recovering more than 80% of input waste materials as recyclates,
RDF and Sterefibre® such that only circa 20% needed to be sent to landfill This level of
landfil} diversion, which avoided primary incineration, was aftractive to both mumcipal and
trade customers

SRL’s revenues arose from two different sources, the processing / gate fees that it received
for each tonne of waste delivered to site and the proceeds from the sale of recyclates
extracted from such waste The average processing fee was circa £80-90 per tonne of waste
reccived, with recyclate income at almost £20 per tonne However, the recyclate prices were
volatile and subject to wide fluctuations The costs of removing the residual waste products
were also subject to changes affecting the profit margins achieved by the business

The employees used by the business were employed by SMS and the costs for their services
were recharged through inter-company loans SMS employed approximately 90 staff across
both the Rotherham and London sites
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Reasons for failure

In January 2011, a fatal accident at the Rotherham site significantly impacted the business
with the site being closed for approximately three months The accident also resulted 1n
subsequent difficulties in raising finance The cause of the accident 1s still subject to
investigation by South Yorkshire Pohlice (““the Police™) and the Health and Safety Executive
(“HSE”)

In early 2012, the plant suffered from operational problems resulting in difficulties in
meeting the increased contractual commitment from the Company’s mam customer BDR
The capacity 1ssue meant it was necessary for waste to be processed offsite by a third party
which lead to significant cost overruns

In late Spring of 2012, delays were also expenenced n the project to increase capacity at the
Rotherham site, which mvolved the installation of a new front end matenals recovery facility
(MRF) These delays postponed the start-up of the expanded plant and the planned increase
In revenues

During 2012, the Sterecycle Group attempted to raise funding through a reverse take over
(“RTO”)} on the Toronto Stock Exchange Subscription receipts of Can$2m were paid into an
escrow account and were to be released following the successful hsting However, delays
were experienced in the process and in gammg approval from the Ontario Securities
Commussion (“OSC”) In September 2012, the OSC advised that the cashflow forecasts
submitted by the group were insufficient to meet ongoing working capital requirements, even
with the release of the Can$2m held in escrow,

The price of recyclates, including plastics, paper and metals had also fallen over the last six
months (some prices falling by up to 50%), which effected the level of Income recerved

By August 2012, the Company was i discussions with its major customer BDR for
renegotiation of the terms of 1ts contract, including the reduction of the volume of waste
supplied and also a reduction of the gate fee per tonne BDR advised of the requirement of
either an increased performance bond from £2 1m to £4 16m or the provision of £2,08m cash

as security

As a result of the above, the Company was faced with working capital constramnts and
increasing creditor pressure  The Company was threatened with a winding up petition from a
creditor, Mayflower Engineering Limited, requiring payment of £220,000 by 15 September
2012

Mazars were nitially approached by the Sterecycle Group towards the end of May 2012 to
provide advice on the options available n the event that the fundraising through the RTO was
unsuccessful

Mazars were further contacted on an ad hoc basis to provide informal advice and n the week
commencing 10 September 2012 the Board of Directors approached Mazars to consider
insolvency options, given the concern over the share listing not proceeding This position was
confirmed on 13 September 2012 when the OSC rejected the application and required further
information, and together with the impending threat of a winding up petition, the Board of
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Directors nstructed Mazars to commence the Admunistration process in respect of the
Company

Subsequent Events

Efforts to sell business and assets

On the date of the Administrators’ appointment, my staff and I attended the Rotherham site
and met with management to review the options available to the Company and to assess the
viability of the business. It was concluded that the Admunistrators would maintain the
business operations and that the moratorium would give the necessary breathing space to
seek a sale of the business as a going concern

If a sale of the business could be achiteved (rather than a sale on a break up basis), it was
likely to be beneficial to creditors for several reasons, namely,

] Higher asset disposal values

. Safeguarding the jobs for some 90 employees (there would be a transfer of the
employment contracts held in SMS under TUPE)

. Reduction in hiabihties such as rent, waste disposal costs and reservation of title claims

In order to ensure the continuation of the business, the Administrators agreed that the arrears
of wages for the period | September 2012 to 17 September 2012 would be honoured These
arrears were paid 1n the September payroll using funds held in the Administration of SMS
However, as this payment benefitted the Company, the payroll cost of £196,239 will be
reimbursed to SMS

Several redundancies were required to be made on 18 September 2012 1n respect of several
senior management roles that were no longer required

The Admmistrators wdentified with senior management various parttes who could be
interested m the business and assets of SRL/SMS and contact was made with them In
additton, the Admnistrators advertised internally in Mazars and an advertisement was placed
m the Financial Times on 25 September 2012, and on the IP-Bid.com website on 19
September 2012

The ongoing viability of the business was largely reliant on the continuation of the contract
with BDR, the Company’s principal customer The supply of waste from BDR had been
suspended with effect from the close of busmess on 18 September 2012 and a meeting was
arranged with BDR on the following day to discuss their willingness to provide future waste
whilst the Administrators pursued a sale of the business as a gong concern BDR were
unable to provide any assurances at the meeting but confirmed that they would give 1t therr
due consideration and advise within 48 hours Unfortunately, they confirmed on 21
September 2012 that the contract had been terminated as a result of SRL being n
Admunistration
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Consequently, with no trading income, the Administrators had no option but to take steps to
reduce costs and to cease operations

1t was necessary to make 71 employees redundant on 21 September 2012 and a skeleton team
of 19 staff were retained to assist the Adminsstrators to mothball the site and to provide
mantenance cover whilst the Admmistrators still attempted to achieve a going concern sale
of the business and assets

There was a high level of interest in the busmess with a total of 57 expressions of interest
recerved Non disclosure agreements and a sales memorandum were 1ssued to 53 of these
parties and signed non disclosure agreements were returned by 24 parties Of these, 14
parties visited the site

The remaining interested parties either confirmed that they were only interested in the assets
on a break-up basis, or that they had no further interest in the business and assets

By 1 October 2012, the Administrators’ negotiations were well advanced with one party and
heads of terms were bemg finahsed It was intended that the terms of the sale agreement
would be agreed by 5 October 2012 with a sale exchanged shortly thereafter.

Under the draft heads of terms, completion of the sale was conditional upon several factors,
mcluding the waste permit hcense being transferred to the purchaser by the Environment
Agency, BDR’s agreement for the supply of waste (albeit at lower volumes) going forward,
and a lease assignment beng agreed with the landlord of the Rotherham site

Unfortunately, the interested party was unable to get the necessary assurance over the future
supply of waste from BDR They concluded that with the significant level of mvestment that
would be required to run a profitable waste processing plant and without any guaranteed
income stream, the operation could not be viable Consequently, they confirmed to the
Administrators on Sunday 7 October 2012 that they would not be proceeding with their offer
By this time, the other interested parties had either withdrawn their interest or confirmed to
the Admmnistrators that they could not progress matters 1n the time available

The Admiumistrators faced significant time pressure in finalising a deal based on the
significant runming costs i mamtaimng the site, including salary costs, rent and rates An
agreement had been reached with the landlord for the occupation of the premises up to 8
October 2012 On this basis, the Admintstrators were required to either vacate the premises,
or would have been required to extend the agreement with the landlord and ncur further
costs (see section 4 2 below)

On a break up basis, the Administrators’ appointed chattel agents, Wyles Hardy & Co
(“Wyles Hardy™), had advised that any recovery of the plant and machmery was likely to be
neghgible after taking into consideration the costs of removal (see section 4 4)

In light of the above, the Admmistrators had no option but to close down the site on
8 October 2012, make the remamning staff redundant and hand the property back to the
landlord
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Rotherham site lease

Rent 1n respect of the Rotherham site was due quarterly and at the date of the Admimistrators’
appomtment, SRL was in two months rent arrears The Quarterly rent is £63,682 and the
landlord held a rent deposit of £50,000

In accordance with recent case law, including the Goldacre decision, and absence of any
agreement with the landlord, 1f the Admmstrators were 1n occupation of the premises on the
quarter day (29 September 2012), a quarter’s rent would be payable as an Admmistration
expense Although, the Administrators would not be hable for any outstanding rent from the
date of their appointment to 28 September 2012

However, an agreement was reached with the landlord to pay weekly rent from the date of
appointment up until 8 October 2012 (three weeks)

Clearance of waste from site and environment issues

On the day of Admumstration, the Company had a large quantity of waste (1n excess of 3,500
tonnes) on the Rotherham site

The Admunistrators were n regular contact with the Environment Agency 1n respect of their
concerns on the level of waste products on the site and its removal

The Adminmistrators made arrangements for all waste received and processed during the
Admmistration period to be removed from site This totalled approximately 210 tonnes of
municipal solid waste (MSW), middlings and fibre, and 237 tonnes of RDF bales The total
cost of removal was some £93,108, including VAT

The remaining waste, approxmmately 1200 of MSW and approximately 1300 tonnes of RDF
bales had been on site prior to the Admimistration On this basis, the cost for clearing this
proportion of waste would either be a hability that a potential purchaser would inherit if a
sale had been achieved or, n the event of the property being handed back to the landlord, the
responsibility of the landlord, which 1s what occurred in this case

Valuation of assets

The Administrators instructed Wyles Hardy, registered valuers and auctioneers to provide a
valuation of the plant and machmnery at the Rotherham site Wyles Hardy are specialst
business and asset valuers and auctioneers and they were chosen based on thew experience in
insolvency matters and in the industry The basis of ther fees have been agreed on a time
coslt basts

Wyles Hardy advised that to maximise asset values on a break up basis, they would need a
period of 9 -12 months to market the plant and machinery, due to the bespoke nature of the
equipment and the difficulty in removing the equipment from site They advised that the
unencumbered assets had a value 1n the region of £350,000

Annual rent and rates total approximately £375,000 and it would be necessary to maintain
24-hour secunty cover during the marketing period to safeguard the assets Therefore,
allowing for these costs, the Administrators concluded that it would not be cost effective to
sell the plant and machinery on a break up basis

10
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Retention of title claims from suppliers

The Admnistrators received nofification of 18 retention of title (“ROT™) claims from various
suppliers m respect of goods/equipment srtuated at the Rotherham site  These creditors have
claims totalling 1 the region of £1 1 mullion

In order to reduce costs, and as the Admunistrators had been working towards a sale of the
business as a gomng concern, a formal adjudication of claims was not carried out on the basis
that the goods were likely to be required by a potential purchaser Altematively, if a sale was
not forthcoming, then the Admimistrators would allow suppliers to recover their goods, as this
would reduce their claims against the Company

Following the cessation of the business on 8 October 2012 and with control of the site being
handed back to the landlord, the details of ROT claims were provided to the landlord He has
informed the Admimistrators that he has been in contact a number of supplers claiming ROT
and has reached agreement with them We are currently awarting confirmation but we would
expect the creditor claims to be significantly reduced as a result of this

Investigations

The Jont Adminmistrators are required to investigate the affairs of the Company and the
conduct of the directors in the period leading up to the Admmistration The findings are
reported to the Insolvency Service m accordance with the Companies Directors’
Disqualification Act 1986, and an appropriate report will be filed in due course The content
of the report 1s confidential

Should creditors have any information which they consider may assist the Joint
Adminstrators in carrying out their investigations, or be aware of any matters which they
believe should be brought to the attention of the Admmustrators, please provide details n
writing to this office The request for information forms part of our usual nvestigation
procedure and does not imply that there may be any cause of action lying agamst any person
concerned in the Company’s affairs

Assets

Cash at Bank

The Company held a current account with HSBC Bank plc At the date of appomtment, funds
of £384,456 were held 1n the account Following further bank charges and the deduction of
amounts owing on the Company’s credit cards, funds totalling £383,984 have been
transferred to the Administration account

Surplus Invoice Finance funds

The Company had an nvoice finance facility with Royal Bank of Scotland Invoice Finance
Lamited (“RBSIF™)

11
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RBSIF hold a fixed and floating debenture over the assets of SRL, however, the facility held
a surplus balance upon Administration of £18,360 Following further receipts and discounting
charges, a balance of £339,622 was realised on 10 October 2012

Performance Bond

The Company was required to provide a performance bond n the sum of £500,000 under the
terms of the service agreement with BDR This bond was required in respect of the mniial
term (phase 1) of the contract with BDR, but expired on the implementation of phase 2 n
January 2012 The bond was held with surety HCC International Insurance Company PLC
and funds of £500,000 have been realised in the Administration. together with interest of

£1,979
Debtors

The Company’s main customer was BDR and the amount owmg by BDR at date of
Administration totalled £1,567,723, based on invoices for the period 1 August 2012 to
17 September 2012 To date, credits totalling £27,134 have been applied against these
mvoices 1 respect of penalties under the terms of the agreement with BDR

Funds recerved in the Administration to date total £1,292,753, which includes the surplus
funds recerved from RBSIF, as noted above

Accordingly, a balance of £520,562 (£433,801 net of VAT) 1s owing from BDR, which 1s
respect of September invoices For the purpose of the Esttmated Outcome Statement,
attached at Appendix C, a provision of approxmmately 50% has been applied for potential set-
off, final reconcilhiation of accounts and further credits to be applied against these invoices

Amounts owing from other debtors at the date of Admimistration total £14,915 (£12,429 net
of VAT) Receipts totalling £379, plus VAT have been received to date In the Estimated
Outcome Statement, we have made a provision for further credits

Trading Receipts

An amount of £44,074 (£36,728 net of VAT) was mvoiced to BDR in respect of waste
supplied on the first day of Admunistratton. Amounts invoiced to other customers i the
Administration total £9,427 (£7,855 net of VAT)

For the purpose of the Estimated Outcome Statement, a provision of approximately 30% has
been made for potential credits to be applied agamnst these invoices

Intercompany debt

An intercompany debt of £2,624,891 1s owing from SHL, the immediate parent company,
following the sale of assets to fellow subsidiaries which was settled by the intercompany loan
with SHL during the year ended 31 March 2011

As noted above, SHL was placed into Administration on 18 September 2012 and the amount
recoverable for this loan 1s dependent on the level of funds realised in the Administration of
SHL.
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The only asset in SHL 1s intercompany debts owing from SMS and SCL It 1s likely that
there will be a recovery from SMS and possibly SCL, depending on the net realisation of the
freehold property owned by SCL. However, at this stage, we have shown the recovery to be
uncertan in the Estimated Outcome Statement

Liabilities

Secured Creditors

As noted above, RBSIF held a fixed and floating debenture over SRL dated 29 March 2012,
which was registered on 31 Mavch 2012

Prior to Administration, the facility had not been drawn down to the full value of invoices on
the ledger and on the day of Administration, a surplus balance of £18360 was held by
RBSIF Accordingly, RBSIF have no claim in the Administration

As noted 1in Section 6 2, a surplus balance of £339,622, in respect of book debts, has been
realised

Preferential Creditors

As noted m Section 3 1 5, the employees used for the Company’s business were employed
and paid by SMS  Accordingly, there are no preferential claims in the Admunistration of
SRL

The costs for the employees® services were recharged to SRL through the mtercompany
account

As detailed above, the arrears of wages owing to employees for the period 1 September 2012
to 17 September 2012 was paid by SMS as an expense of the Administration 1n order to sell
the business as a going concern The cost of £196,239 will be retmbursed to SMS

Unsecured Creditors

According to the directors’ Statement of Affairs, unsecured creditors’ claims total £3,579,246
Total claims received to date are £2,587,152 These claims have not yet been adjudicated and
will be reviewed once the Administrators are 1n a position to make a distribution to the
unsecured creditors

In addition, intercompany debts are owed by the Company to the ulttmate parent company,
STE 1n the sum of £624,970, and to SMS 1n the sum of £212,638

There 15 also a contingent habihity in respect of any claim made against the Company by the
HSE in respect of the fatal accident at the Rotherham site n January 2011  As the
mvestigations into the accident are ongoing, the value of any potential claim 15 currently
uncertain
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Prescribed Part

In this case the quahfied floating charge holder, RBSIF, has been repaid in full and therefore
the prescribed part does not apply

Statement of Affairs

In accordance with paragraph 47 of Schedule Bl of the Insolvency Act 1986, the directors
were requested to prepare a Statement of Affairs for the Company by 8 October 2012

A copy of the Statement of Affamrs for the Company 1s attached at Appendix A, which has
been filed at Companies House Our comments i relation to the Statement of Affars are as
follows

. The directors provided an estimated value of £750,000 for the Rotherham plant
However, for the reasons set out i Section 4 of this report, 1t was necessary for the
Rotherham site to be handed back te the landlord and the plant and equipment
abandoned Accordingly, no realisation 1s expected

. No reahisation has been included 1n respect of the inter-company debt owing by SHL to
the Company in the sum of £2,624,891 However, as noted 1n Section 6 6, an amount 1s
likely to be recoverable from SHL depending on the level of funds that may flow
through from the Administrations of SMS and SCIL

. There was no proviston for the costs of the Administration

Estimated Outcome Statement including Receipts & Payments
Account

Attached as Appendix B s an Estunated Outcome Statement, which includes a summary of
the Jont Administrators’ receipts and payments for the period from 18 September 2012 to 6
November 2012

As noted in Section 6, further realisations of £200,000 have been estimated i relation to
amounts owing from BDR, and a further £10,000 1n relation to other customers in respect of
book debts

An amount of £30,000 1s expected to be realised 1n respect of trading receipts owing from
BDR and other customers

The level of creditor claims used 1s based on the directors’ estimate n the Statement of
Affairs As noted above, these claims have not been adjudicated and are subject to change
An additional 20% has been included on the value of the claims in the Estimated Qutcome
Statement to cover the potential mcrease in the value of claims following formal
adjudication

14
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Based on asset realisations to date, the Adminstrators are pleased to be able to confirm that
there will be a distribution to unsecured creditors However, at this relatively early stage of
the Administration, the expected distribution to creditors 1s uncertain due to the following
factors

- The amount of further debtor recoveries and itercompany receivables

. A number of unsecured creditor claims remain outstanding and therefore the final
quantum of claims has yet to be assessed

. The agreement of ROT claims and or return of goods to those suppliers has not been
finalised but the reduction 1in ¢laims could be material

) The nvestigation by the police and HSE nto the fatal accident 1s ongomg and the
prospect of any claim 1s uncertain In the event of a successful legal action agamnst the
Company, the claim awarded could have a material impact on the cutcome to the
Company’s creditors

Therefore, in hight of the above, the estimated dividend to unsecured creditors 1s currently 32
pence m the £ However, given the level of uncertainty, this estimate should be considered as
lustrative and 1s hkely to be subject to change

Duration

The appointment of the Joint Admmstrators shall cease to have effect at the end of the period
of one year beginning with the date of their appointment However, pursuant to paragraph 76
of Schedule B1 of the Insolvency Act, 1986 this may be extended by either

- an apphcation to Court for a specified pertod, or
- by consent of the creditors for a maximum of 6 months

It 1s unclear at present if an extension of the Administration 1s likely to be sought n this case,
but creditors wall be kept advised of developments

Proposals

In accordance with paragraph 49 of Schedule Bl of the Insolvency Act 1986, the Joint
Administrators of Sterecycle (Rotherham) Limited make the following proposals to creditors
for achieving the purposes of the Administration dated 18 September 2012 Approval of these
proposals will be considered as a single resolution at a meeting of ¢creditors to be held on 23
November 2012

a) The Joint Admimstrators shall do all such things and generally exercise all powers as
Joint Admunistrators as they, at their discretion, consider desirable in order to achieve the
purpose of the Administration, or to protect and preserve the assets of the Company, or
to maximise reahisations for any other purpose incidental to these proposals

b) If the Joint Administrators consider 1t to be the most cost effective exit route, the Joint
Administrators be permitted to conclude the Administration and place the Company nto

15
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Creditors” Voluntary Liquidation, with the appointment of Michael James Wellard and
Guy Robert Thomas Hollander as Joint Liquidators In accordance with paragraph
83(7)(a) of Schedule B1 of The Insolvency Act 1986, and Rule 2 117A(2)(b) of the
Insolvency Rules 1986, creditors may nominate a different person to act as Liquidator
provided that the nominatton 1s made after the receipt of these proposals and before they
are approved.

Under the provisions of the Insolvency Act, the Jont Administrators have limited
powers to agree the claims of unsecured non-preferential creditors and make
distributions without permission of the Court Therefore in the event that there are
sufficient funds to enable a distribution to such creditors the Joint Administrators may
apply to Court pursuant to paragraph 65 of Schedule B1 of The Insolvency Act 1986, for
permussion to declare and pay a dividend to such creditors, should they consider 1t to be
more beneficial to the creditors than for the Company to proceed nto Creditors’
Voluantary Liguidation

In the event that the Company does not proceed into Creditors’ Voluntary Liquidation,
once all of the assets have been disposed of and all available funds distnbuted to
creditors where possible, the Joint Administrators may, 1f appropriate, file a notice under
Paragraph 84(1) of Schedule B1 of the Insolvency Act 1986, ending the Admimistration,
with the Company being dissolved three maonths thereafter

Administrators’ Remuneration

Confirmation and approval of the basis of remuneratton will be sought from a creditors’
committee and 1f one 1s not apponted, from the creditors at their mitial meeting

The basis of remuneration may be fixed

a)
b)

<)

as a percentage of the value of the property with which I have to deal, or

by reference to the time properly given by my staff and I in attending to matters arising
in the administration, or

as a set amount,

or, as a combination of any one or more of the above

If no commuttee 1s formed at the meeting of creditors, | propose that my remuneration be
fixed on the basis of the time properly spent by my staff and I 1n dealing with matters ansing
during the Administration

Attached at Appendix D are details of my firm’s current charge out rates apphcable to the
case and those allocated disbursements for which approval will be sought

Attached at Appendix C 1s a summary of my time costs to 2 November 2012 1n accordance
with Statement of Insolvency Practice 9 To date 629 9 hours have been spent dealing with
the administration of this case, at a total cost of £158,837 50 representing an average hourly
rate of £252. A copy of the publication “A creditors guide to Admumistrators’ Fees” which

16
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details the basis on which an Administrator’s fees should be calculated 1s available to
download from the website http-//www msolvency-
practitioners.org uk/page aspx?pagelD=104 or alternatively will be provided free of charge
upon written request to this office

Appendix C also mcludes a detailed breakdown of the type of work carried out

The latest estimate of costs is summarised in the Esiimated Qutcome Statement attached as
Appendix B The provision for the Joint Adminstrators’ fees 1s based on an estimate of the
eventual total costs However, 1t 1s difficult to accurately estimate what these costs will be as
it will be dependent on the timescale and extent of further work required 1n connection with
the realisation of assets and agreement of claims

Pre-Administration Costs

The pre-adminestration costs total £20,760 This includes time costs of £12,732 carried out by
Mazars and legal fees and expenses of £8,028 mcurred by our solicitors Squires Sanders
before the Company entered administration but with a view to it doing so These fees are on a
time cost basis

Squire Sanders were instructed on the basis of their experience 1n working on assignments of
this nature The Administrators’ choice was based on thewr perception of the advisor’s
experience and ability to perform this type of work, the complexity and nature of the
assignment and the basis of the fee arrangement with them No payment has been paid to
date m respect of these costs

The work carried out was required to enable the Company to be placed into Administration
and involved advice to the board of directors by the proposed Administrators, the completion
of formal documentation and filing the appointment documents at Court

The payment of unpaid pre-admmistration costs 15 to be treated as an expense of the
admmistration Confirmation and approval of the costs will be sought from a creditors’
committee and 1f one 1s not appointed, from the credhtors at their imitial meeting

Joint Administrators’ remuneration in SHL

The only creditors in SHL are
. SRL 1n the sum of £2,624,891
. HM Revenue & Customs of £100

Based on asset realisations in SHL and the level of creditor claims, the estimated distribution
to unsecured creditors 1s currently 4 pence in the £ Based on the level of SRL’s claim,
99 9% of these funds are expected to flow to SRL

As SRL has the major financial interest i the Admimstration of SHL, it 1s proposed that
approval of the basis of the Joint Administrators’ remuneration in SHL be sought in the
Admiustration of SRL Accordingly, confirmation and approval of the basis of remuneration
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will be sought from a creditors’ committee of SRL and if one 1s not appomted, from the
creditors of SRL at thewr wutial meeting  We currently estimate that the Administrators’ tune
costs 1n SHL will be in the regron of £15,000

Pre-Administration costs in SHL

The pre-administration costs total £2,831 This includes time costs of £1,318 carried out by
Mazars and legal fees and expenses of £1,513 ncurred by our solicitors Squires Sanders
before the Company entered admimstration but with a view to it doing so These fees are on a
time cost basis

The payment of unpaid pre-admimistration costs 1s to be treated as an expense of the
administration of SHL

As per Section 15, confirmation and approval of the costs will be sought from a creditors’
committee of SRL and if one 1s not appomted, from the creditors of SRL at therr initial
meeting

The work carried out was required to enable the Company to be placed into Administration
and involved advice to the board of directors by the proposed Administrators, the completion
of formal documentation and filing the appointment documents at Court

Meeting of Creditors

A meeting of the creditors of the companies to consider these proposals will be held on 23
November 2012 Formal notice convening the meeting 1s enclosed on Form 2 20B together
with a form of proxy

Please complete and return the form of proxy to this office by the date of the meeting if you
cannot attend and would hke to be represented In order to be entitled to vote at the meeting,
under Rule 2 38 Insolvency Rules 1986, you must give to me, not later than 12 noon on the
business day before the day fixed for the meeting, details in writing of your claim.

Creditors’ Committee

At the meeting of creditors a commuttee may be formed 1f no less than three and no more than
five creditors are willing to serve on it

If a commuttee 1s formed, the Joint Administrators shall consult with 1t from time to time on
the conduct of the admimstration and the implementation of the proposals Where
appropriate, the Administrators’ will seek the commuttee’s sanction to proposed actions

The Admunistrators will be required to report to and convene meetmgs of the creditors’
committee m accordance with the Insolvency Act and Rules

18




19 Future Reports

19 1 A progress report covering the first s1x months of the Admmistration will be circulated to
creditors during April 2013

Should you have any queries 1n relation to this matter, please do not hesitate to contact me or Cheryl
Clarke at this office

Yours faithfully
For and on behalf of
Sterecycle (Rotherham) Limited

e

G R T Hollander
Joint Administrator

Dated 6 November 2012
Authorised (o act as an solvency pracutioner m the UK by the Insiitute of Chartered Accountanis in England & Wales

The affairs, bustness and property of the Company are betng managed by the Jomt Admistraiors

The Joint Adwurustrators act as agents of the Company and without personal ltability

19
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Form 2,14B

Statement of Affairs

(a) Insert name and

address of
registered office of
the company

{b) Insert date

Name of Company Company number
Sterecycle (Rotherham) Limited 04393028
In the Court case number
The High Court 7218 of 2012

{full name of court)

Statement as to the affairs of {(a) Sterecycle (Rotherham) Limited
of Lower Ground Floor, 32 Grosvenor Gardens, London, SW1wW 0DH

on the (b) 18 September 2012, 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) 18 September 2012 the date

that the company entered Administration

Fufl name Mr Thomas Shields

-

Dated O /0. 2012

¥

.



Sterecycle (Rotherkam) Limited
Statement of Affairs as at 18 September 2012

A — Summary of Assets Notes
Estimated to
Book Value Realise
£ £
Assets
Assets subject to fixed charge.
Sales Ledger 1 1,413,721 1,060,290
Less* Chargeholder ¢ 0
Sub Total 1,413,721 1,060,250
Assets subject to floating charge:
Cash Balances 385,259 385,259
Insurance Bond Collateral 500,000 500,000
Landlord's rent deposit 2 50,000 0
Intercompany debts due from Sterecycle Holdings L. 3 2,624,891 o
Rotherham Plant (inc Hire Purchase assets) 4 12,834,764 750,000
Office Fumniture 4 5,660 500
Computer Equipment 4 7,693 700
Sub Total 16,408,267 1,636,459
Uncharged assets:
Prepaid Expenses 417,134 0
Accrued Income (uninvoiced sales) 1 453,386 0
Deferred expenditure (IPO/RTO fees) 30,000 1)
Total 900,520 0
Estimated total assets available for preferential creditors 18,722,568 2,696,749
Signature -é_ Date O ta. 2ar2




Sterecycle {Rotherham) Limited
Statement of Affairs as at 18 September 2012

Al — Summary of Liabilities Notes

Estimated total assets available for preferential
Creditors {carred from page A)

Liabilities
Preferential creditors -

Estimated surplus/(deficiency) 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 surplus/(deficiency) 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
HM Revenue & Customs
Trade Creditors 5
Intercompany due to STE (Clean Recycling and Energy) Plc
Intercompany due to Sterecycle Management Services Ltd
Accruals yet to be invorced/claimed
Laiabilities under Asset Purchase Agreements

2,469,211
624,970
209,784
189,198
920,837

Estimated to
realise
£

2,696,749

Q
0

2,696,749

(542,350)

[ 2,154,399

0

2,154,399

542,350

2,696,749

Estimated deficiency after floating charge where applicable (brought down)
Estunated deficiency/surplus as regards creditors

Issued and called up capital

Estimated total deficiency/surplus as regards members

4,414,000

0

(1,717,251)

3,348

(1,720,599)

Signatur ﬂq Dat . £0.
ignature (= % ate e1. 10. 2042
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Sterecycle (Rotherham) Limited (in Administration)
Notes tc Statement of Affairs

1 Assume that for debtors (& accrued imncome balances) - 75% of amount due on the sales ledger, primanly BDR will be paid
but that accrued income balances (un-1nvorced sales) will not be pard

2 Assume landlord does not return the deposit on the Rotherham office

3 Assume that Sterecycle Holdings Ltd - :n Admymstration is unable to repay any of its unsecured debts

4 Assessment of plant sele values assumes a purchaser can be found who wishes to opertate the equipment as a going concern
- note the gross amount also ncludes assets acquired under Asset Purchase Agreements which do not become property
of the company until afl oustanding lease payments are made

§ Bascd on invoices posted to the ledgers at the tume of appomntment of Admimstrators  Invoices subsequently recetved
have not been accounted for and no estumate has been made Excludes debit balances on the creditors’ ledger

i¢
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APPENDIX B

Sterecycle (Rotherham) Limited
(m Admimstration)
Admnistrators' Receipts & Payments Account
for the period 18 September 2012 to 6 November 2012
Estimated OQutcome Statement as at 6 November 2012
Reéceipts and
Statement of Payments
Affairs - 18 September 2012
Estimated to to Estimated
realise value 6 November 2012 Esumated future onteome
£ £ £ £
Asset reahisations
Trading receipts 2,571 30 000 32,571
Book debts - BDR 1,060,290 1 292,753 200,000 1492753
Book debis - Other 379 10 000 10,379
Cash at bank 385,259 383,984 - 383,984
Performance bond 500,000 501,979 - 501979
Rotherham plant 750,000 - - -
Office furniture & equipment 1200 . - -
Petty Cash 176 - 176
Intercompany debt - Sterecycle Holdings Limited - - Uncertain Uncertain
2 696,749 2,181,842 240,000 2,421,842
Less Costs of realisation
Contnbution to Sterecycle Management Services - various costs 44,011 - 44,011
Repayment to SMS - 186,239 196,239
Rent - 14,656 14,656
Rates - 7247 7,247
Heat / Light / Water 11,879 5,000 16 879
Secunity - 15,000 15,000
HP Lease payments 4,141 3,000 7,141
Hire of Equipment 11,633 4,000 15633
Repairs / Maintenance 1933 4,000 5,933
Sundry Expenses / Supplies 39 - 39
Industrial Supphes 209 2,000 2,209
Waste [nsposal 85,963 - 85,963
Haulage 5,954 - 5,954
Gas / Diesel 1,242 . 1,242
IT Services 3,112 - 3112
Cleaning Services 475 1,000 1,475
Employment Agency Costs/Contract labour 1,803 500 2,403
Employee Expense Payments 857 - 857
Advernsing Costs 175 2,751 2,926
Stationary & Postage 267 - 267
Redirection of Mail o ) P
Insurance of assets - 5,000 5,000
Bonding - 640 640
Bank Charges 60 - 60
Joint Administrators' Remuneration - 240,000 240,000
Joint Administrators’ Disbursements - 5,000 5,000
Legal fees and expenses - 40 000 40,000
Agent's costs - 12,000 12,000
Contingent costs - 5,000 5,000
Pre-appointiment costs - Mazars - 12732 12,732
Pre.appointment costs - Squire Sanders - 8,028 8,028
- 173,913 583,793 757,706
Funds available to unsecured creditors 2,696,749 2,007,929 (343,793) 1,664,136
Unsecured creditors
Trade creditors and accruals 3,579,246 4,295 095
Intercompany due to STE (Clean Recyeling and Energy) Ple 624,970 624,970
Intercompany due to Sterecycle Management Services Ltd 209,784 209 784
HSE - conttngent hability Uncertain Uncertain
4 414,000 - - 5,129,849
Estimated dividend to unsecured creditors (pence in the £) 032
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MAZARS

Appendix C

Sterecycle (Rotherham) Limited (in Administration)
Joint Administrators’ SIP 9 Analysis

A more detailed explanation of the work carried out 1s summansed below

Administration and Planning
Includes case planming and strategy, case set-up and case administration

Taxation
Includes mntial notifications to HMRC and correspondence with them in respect of the VAT group
VAT returns and corporation tax 1ssues

Investigations

Correspondence with former directors for completion of CDDA questionnaires and their requirement to
prepare statement of affairs Investigation of Company’s affairs and conduct as outlined in the
Insolvency Act 1986 and Staternent of Insolvency Practice 2

Realisation of assets

Includes lhaising with interested parties for sale of business and assets, preparation of sales
memorandum, data room, reviewing and documenting terms of offer and seeking legal advice on 1ssues
on potential sale including environment, waste licence and transfer of employees

Realisation of all other assets, including cash at bank, book debts and all other assets

Trading
Includes maintenance of site i order to achieve a sale of the business, cash flow forecasts,
HR/Employee related 1ssues, environmental 1ssues, dealing with suppliers and utihty companies

A further breakdown of trading costs 1s as follows

Hours Total Time
Classification of work Function Partner Manager |(Admmstratory Hours Cost
Charge out rate 460 200 - 340 80-160
Trading time costs
- Supplers (orders / undertakings) 4 00 78 70 2920 111 90 21,134
- Customers (order placement) 4 50 490 19 50 2890 5,110
- Hire Purchase/Retention of Title ssues 900 16 60 11 50 3710 9,208
- Staff Management 21 00 58 10 150 80 60 21,978
- Fmancial Review & Tradmg Strategy 22 00 770 160 3130 12,093
- Cash Management 4 00 0 40 8 60 13 00 2,790
Total Hours 64 50 166 40 71 90 302 80 72,313
Total Tine Costs (£) 29,670 34,334 8,309 72,313




Creditors
Liaising with creditors and dealing with creditor related 1ssues, reviewing and updating creditor claims

Reporting
Preparation of Admunistrators’ proposals and forms for imtial meeting of creditors
Statutory reporting requirements

Cashiering
Setting up bank account, estabhishing set up of case details on IPS, case maintenance of bank accounts

Statutory & Compliance
Preparation and lodgement of statutory appointment documents, 1mtial notices to creditors
Case monitoring and statutory compliance, mnternal case reviews




MAZARS

Appendix D

Sterecycle (Rotherham) Limited — In Administration

Guidance for creditors on charge out rates and allocated disbursements

Charge out rates
The Admnistrators and their staff current charge out rates are set out below

Grade of personnel Hourly charge out rate (£)
Partner 460

Senior Manager 305 - 340

Manager 225

Assistant Manager 200

Adminustrator 80 -160

Cashier 70-110

In common with other professional firms, our charge out rates increase from ume to time over the
period of admimistration of a case

Allocated disbursements
It 15 proposed that the following allocated expenses of admimistering the case be charged -

¢ Company search(es) Searches are obtained by the firm’s company secretarial department and
are charged at the cost of the search plus an adminstration charge, which 1s currently 25% of
cost, subject to a mnimum admimstration charge of £5 00

e Milteage will be charged at relevant Infand Revenue rates, currently 45p per mule
» Document storage — based on the cost of the square footage occupied by boxes and files of

records and allocated on the basis of the number of open cases

It should be noted that disbursement costs might increase from time to time However, increases
would only be 1n line with inflation or increases from our suppliers




