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In the matter of

Fairpoint Group Plc {‘the Company’)

in the High Court of Justice no 5980 of 2017

Joint Administrators’ progress report

31 August 2018

Alexander Kinninmonth, Lindsey Cooper and Gareth Harris

Joint Administrators

RSM Restructuring Advisory LLP

3 Hardman Street

Manchester M3 3HF

Tel: 0161 830 4000

Email: restructuring.manchester@rsmuk.com
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2.2

Purpose of report

This report has been prepared in accordance with insolvency legislation to provide creditors with
information relating to the progress of the administration in the period from 10 February 2018 to 9
August 2018. This report should be read in conjunction with any previous reports that have been issued,
copies of which are available on request.

This report has been prepared solely to comply with the statutory requirements of the relevant
legislation. It has not been prepared for use in respect of any other purpose, or to inform any investment
decision in relation to any debt or financial interest in the Company. Any estimated outcomes for
creditors are illustrative and may be subject to significant change.

Neither the Administrators nor RSM Restructuring Advisory LLP accept any liability whatsoever arising
as a result of any decision or action taken or refrained from as a result of information contained in this
report.

Progress of the administration in the previous six months

The costs incurred to date and those expected to be incurred in dealing with the matters below are set
out in detail at Section 7.

Realisation of assets / sale of business

The Joint Administrators are obliged to realise and get in the Company’s property and maximise
realisations. In some cases this does not result in sufficient realisations to result in a financial return to
creditors, after taking into account the costs and expenses of realisation and dealing with the legislative
requirements of administrating the case. Details of the realisations made are set out below, with
information relating to dividends, if any, contained within Appendix A.

211 Investments in subsidiaries

The Company is the uitimate parent of a group which comprised 33 entities as at the date of
appointment.

IVA Insurance Limited

As highlighted in previous reports a contract to sell the shares in IVA Insurance Limited had been
agreed and completed on 2 March 2018. Total consideration for the sale amounted to £496,317.75.
£450,000 had been previously transferred to the Administrators and was held in a separate account.
Following completion, the £450,000 was transferred into general administration bank account. The
balance £46,317.75, representing the bank account balance on the date of completion, has recently
been transferred from Eversheds to the Company. Please however note that, as the funds were
transferred after the period of this report, the amount is not detailed within receipts and payments
account located at appendix B.

2.1.2 Bank Interest Gross

The sum of £1,025.47 has been received in the period, bringing the total interest received to date
£1,401.35.

21.3 Claim for compensation for mis- selling of Interest Rate Hedging Product (‘IRHP’)

The Joint Administrators are continuing to investigating as to whether the Company was sold an IRHP.
A further update will be provided in the next progress report

Investigations

In accordance with our statutory obligations, we have filed the appropriate documentation with the
Department for Business, Energy and Industrial Strategy in relation to the conduct of the directors.

| can advise you that, following my initial assessment, further investigations were undertaken in relation
to the declaration and payment of dividends. | would confirm that these investigations are currently
ongoing. We will provide an update in the next progress report.

RSM UK 1 5 September 2018
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3.2

Case specific matters

As previously reported the Company’s tax losses were sold to Simpson Miller LLP. During the period
the relevant tax computations were completed and Corporation Tax returns submitted to HMRC.

Administration and planning

Certain aspects of the work that the Joint Administrators undertake are derived from the underlying legal
and regulatory framework for cases of this nature. This work, which does not usually result in any direct
financial return to creditors, is a necessary aspect of ensuring that the Joint Administrators are
complying with both of their legislative and best practice responsibilities and ensuring that the case is
managed efficiently and effectively. It includes matters such as:

Periodic case reviews, ongoing case planning and strategy

Maintaining and updating computerised case management records

Dealing with routine correspendence not attributable to other categories of work
Ongoing consideration of ethical and anti-money laundering regulations

General taxation matters, including seeking tax clearance from HMRC

Preparation of receipts and payments accounts, maintenance of cashiering records
Pension schemes, liaising with PPF/Pensions Regulator/Trustees

Consideration of Health and Safety and environmental regulations

Matters preventing closure
Assets remaining to be realised

The Joint Administrators are in discussions with the director of the Company's subsidiaries in order to
understand whether any further value can be achieved via recovery of intercompany balances before
the case can be moved to closure.

The Joint Administrators also need to finalise their investigations into the potential mis-selling of interest
rate hedging products to the Company to ensure that no redress is due to the Company before the case
can be closed.

Other outstanding matters

The Joint Administrators investigations remain ongoing. The level of work required in respect of this
matter is currently uncertain, as is whether the work will result in any recovery of assets.

The Administrators also need to agree claims and process distributions to the secured and unsecured
creditors (prescribed part distribution).

Extension of the administration

The Joint Administrators sought an extension of the Administration for a period of 12 months. This was
granted by the Secured and Preferential creditors on 1 August 2018.

Creditors’ claims and dividend prospects

Dividend prospects and projected returns to creditors, where known, are detailed in Appendix A,
including any amount under the prescribed part. Please note that these are indicative only and should
not be used as the sole or principal basis for any bad debt provision or other purposes. They may be
subject to revision and additional costs.

The agreement of creditors’ claims by the Joint Administrators {or any subsequently appointed
Supervisor or Liquidator) is a separate matter and will be dealt with as appropriate in due course,
initially by reference to the proofs of debt lodged in the proceedings by creditors themselves.

The Joint Administrators are obliged to deal with a number of matters in relation to creditors to comply
with both the legislative and best practice requirements and to ensure creditors are kept informed.
Creditors will only derive an indirect financial return from this work on cases where a dividend has been
paid. These matters include:

+ Preparation and issue of progress reports and associated documentation
= Maintenance of schedules of preferential and unsecured creditors’ claims

RSM UK 2 5 September 2018
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Dealing with correspondence and telephone calls

Where necessary, consideration of creditors’ claims; acceptance or rejection of claims and
complying with legislative obligations in relation to adjudication of creditors’ claims generally for
voting and, if applicable, dividend purposes

6 Receipts and payments summary
We attach as Appendix B a summary of our receipts and payments for the period from 10 February
2018 to 9 August 2018.
6.1 VAT basis
Receipts and payments are shown net of VAT with any amount due to or from HM Revenue and
Customs shown separately.
7 Costs and Joint Administrators’ remuneration
The firm's charging, expenses and disbursements policy was provided with the Joint Administrators’
proposals. A further copy is attached.
7.1 Pre-administration costs
The Joint Administrators’ proposals dated 5 October 2017 detailed un-paid pre-administration costs
totalling £36,749. The sums below have been approved.
Unpaid pre - administration costs charged / incurred
To whom paid Amount Date Date paid
approved £ approved
RSM Restructuring Advisory 26,940.00 | 14 February 23 February
2018 2018
RSM Restructuring Advisory re 19.13 | 14 February 23 February
mileage and trave| 2018 2018
Eversheds Legal fees 9,790.50 | 14 February Unpaid
2018
7.2 Joint Administrators’ remuneration and disbursements
The Joint Administrators’ remuneration was approved by the secured and preferential creditors on 14
February 2018 as set out below.
On the basis of time costs limited to the sum of £258,345 (plus VAT) in accordance with the fee
estimate provided to the secured and preferential creditors.
Sums drawn in respect of remuneration in the period covered by this report are shown in the attached
receipts and payments account.
7.3 Remuneration and expenses (including disbursements) incurred in the period from 10 February
2018 to 9 August 2018
In accordance with insolvency legistation | am required to report remuneration ‘charged’. This reflects
the time charged to the case. In accordance with the fees estimate | cannot draw more than £258,345
without obtaining the further approval of the creditors.
If there are insufficient realisations to allow the Joint Administrators’ approved remuneration to be paid
in full, any balance will be written off. Details of any write off will be set cut in the final report.
Details of the amount of remuneration drawn in the period (and the total amount of remuneration drawn
to date) are detailed in the section below headed ‘Total remuneration incurred and paid to date since
appointment’.
RSM UK 3 5 September 2018
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7.5

7.3.1 Category 2 disbursements

Approval was also given by the secured and preferential creditors to the drawing of disbursements,
including category 2 disbursements, at the rates prevailing at the time the costs were incurred. Details
of disbursements incurred in this period and the previous period, and whether they have been paid, are
attached.

7.3.2 Expenses and Category 1 disbursements

Details of the expenses (which inciude category 1 and category 2 disbursements) of £47,060.05 that are
likely to be incurred during the course of the administration were provided with the Joint Administrators’
proposals.

A statement of the expenses incurred during the period compared to the original estimate is attached at
appendix F. This includes all expenses incurred by the Joint Administrators in the period of the report
irrespective of whether they have been paid or not and may include estimated amounts where actual
invoices have not been received. The amounts paid in the period are also included and are shown in the
receipts and payments abstract at Appendix B together with cumulative figures where this is the second,
or subsequent, progress report.

The amount of the expenses (including disbursements) incurred and anticipated to be incurred is likely
to exceed the estimate provided to creditors with the Joint Administrators’ proposals because in the
period:

e Fees were paid to GVA for obtaining business rate refunds on behalf of the Company
(Agents fees); and

* in light of ongoing investigations, the Administrators extended the Company Directors
and Officers insurance for a further year.

QOther professional costs

Whilst professional costs are not subject to approval by the relevant approving body, all professional
costs are subject to review before being paid.

Eversheds, solicitors, have been retained as legal advisors in view of their general experience and
expertise in these matters. They have provided advice on general matters of the Administration, the
pension scheme and with regards to investigations in the conduct of the directors. Aiso assisted in
disposal of various assets to include assignments of debt and share sales. Their remuneration has been
agreed on the basis of their standard hourly charge-out rates, plus VAT and disbursements. Their
agreed fees of £16,604 and disbursements of £9.58 plus VAT will be paid in due course by the Joint
Administrators,

JPS were retained as agents to dispose of the Company’s tangible assets. Their remuneration has been
agreed on the basis of their standard commission rates, plus disbursements and VAT. As no
realisations have been generated from this source, the have agreed not to submit a bill in this matter.

GVA have been retained to identify and obtain any potential business rates refunds due to the
Company. The Administrators agreed GVA's costs on a contingent basis of 25% of realisations
achieved. Their agreed fees of £18,708.60 plus VAT has been paid.

Other professional costs that have been incurred are shown on the attached schedule. The receipts and
payments abstract at Appendix B sets out which of these costs have been paid. All such costs are
subject to review before being paid and any payments made in the period are disclosed in the receipts
and payments account at Appendix B, together with cumulative figures where appropriate.

Total remuneration incurred and paid to date since appointment
Time cost basis

Time costs of £41,144.00 have been incurred in the report period, bringing total time costs of
£238,800.50 since appointment. Of this, a total of £217,213.00 {plus VAT) has been paid and
£21,587.50 remains outstanding. A summary of time costs is attached, and the sums paid are reflected
in the attached receipts and payments account.

RSM UK 4 5 September 2018
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During the period time costs have been incurred in relation to the following key areas:
s Statutory progress reports to creditors;
» Completion, review and submission of corporation tax returns;
« Completion activities in relation to the sale of VA Insurance Limited;
 Agreement of preferential creditor claims and payment of dividend;
s VAT inspection conducted by HMRC;
* Investigations and associated activities; and
¢ Seeking and obtaining an extension to the Administration.

Fees drawn to date are within the estimated amount of £258,345 approved by the secured and
preferential creditors. Any increase in fees would need to be sought with the approval of the secured
and preferential creditors.

Creditors’ right to information and ability to challenge remuneration and expenses

In accordance with the provisions of the relevant legislation creditors have a right to request further
information about remuneration or expenses {other than pre-administration costs) and to challenge such
remuneration or expenses.

A request for further information must be made in writing within 21 days of receipt of this report.

Any secured creditor, or any unsecured creditor with either the concurrence of at least 10% in value of
the unsecured creditors (including that creditor) or the permission of the court, may apply to court that
the remuneration charged, the basis fixed or expenses incurred by the Administrator are in all the
circumstances excessive,

Any such challenge must be made no later than eight weeks after receipt of the report which first
discloses the charging of remuneration or incurring of the expenses in question.

A Creditors’ Guide to Administrators’ Fees, which provides information for creditors in relation to the
remuneration of an Administrator, can be accessed at http://rsm.insolvencypoint.com under ‘general
information for creditors’. A hard copy can be requested from my office by telephone, email or in writing.

Should you have any further queries please do not hesitate to contact me.

RSM Restructuring Advisory LLP
Joint Administrator

Alexanger Kinmimmonth, windsey Cooper ane Gareth Harrs are licensec 16 act as 'msowvency 2racttioners ir tne JK by the nstiute of

Crartered Accountants in England and Wales

:rsptvency Practitioners are bourd oy the Insovency Code of Ettucs when carrying out al! professicnia work relabing to an insovency

appontrent

The affairs, business and propenty of the Company are being managed by the Joint Administ-ators who act as agents of the

Company ang without personal Habtity

RSM UK 5 5 September 2018
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Appendix A

Statutory, dividend and other information

Company Information

Company name:

Fairpoint Group Plc

Date of appointment:

10 August 2017

Functions:

The Joint Administrators’ appointment specified that they would have
power to act jointly and severally. The Joint Administrators’ have
exercised, and will continue to exercise, all of their functions jointly and
severally as stated in the notice of appointment.

Previous com pany names:

Debt Free Direct Group PLC (Until 3 January 2008)

Company registered number:

04425339

Date of incorporation:

26 April 2002

Trading name:

Fairpoint Group PLC

Trading address

Fairclough House
Church Street
Adlington
Lancashire PR7 4EX

Principal activity:

Financial intermediation

Registered office:

RSM Restructuring Advisory LLP, 3 Hardman Street

Manchester, M3 3HF

Previous registered office:

Eversheds House, 70 Great Bridgewater Street, Manchester M1 5ES

Administration information

Appointor:

Doorway Capital Limited, 5 Chancery Lane, London, EC4A 1BL

Joint Administrators:

Alexander Kinninmonth, Lindsey Cooper and Gareth Harris

Details of any extension:

12 months to 9 August 2018 by the secured creditors

Proposed exit route:

Creditors’ Voluntary Liquidation or Dissolution

Correspondence address &
contact details of case
manager

David Shaw
0161 830 4000

RSM Restructuring Advisory LLP, 3 Hardman Street, Manchester M3 3HF

Name, address & contact
details of Joint Administrators

Primary Office Holder
Alexander Kinninmonth

RSM Restructuring Advisory LLP
Highfield Court

Tollgate

Chandlers Ford

Eastleigh SO53 3TY

02380 646 408

IP Number: 9019

Joint Office Holder:

Lindsey Cooper

RSM Restructuring Advisory LLP
3 Hardman Street

Manchester

M3 3HF

0161 830 4000

IP Number: 008931




Joint Office Holder

Gareth Harris

RSM Restructuring Advisory LLP
4% Floor

Springfield House

76 Wellington Street

Leeds, LS1 2AY

IP Number: 14412

Dividend prospects Paid to date Estimated future
prospects

Secured creditor — Doorway £23,245,000 £1,500,000 Shortfall

Capital Limited

Preferential creditors £7,751.41 £7,571.41 Payment in full

Unsecured creditors £5,984,643 NIL £103,000

Estimated net property £500,000

Esll_mated prescribed part £103,000

available for unsecured

creditors

Whether and why the The Administrators do not propose to make an application to apply to

Administrators intend to apply | court for the prescribed part to be disapplied.
to court under S176(A)(5) 1A86




Appendix B

Fairpoint Group Plc

Receipts and Payments account for the period from 10 February 2018 to 09 August 2018

10/02/2018 to 09/08/2018
£ £

Total to 09/08/2018
£ £

SOA Value £
SECURED ASSETS
0.00 Investments 0.00 1,655,652 .01
0.01 Leasehold Property 0.00 0.00
0.01 Other Current Assets 0.00 000
0.01 Cther Irtangible Assets 0.00 0.00
0.00 1.565,652.01
SECURED CREDITORS
(22,750,000.00) Fixed Charge Claims 0.00 {1,500,000.00)
0.00 (1.500,000.00)
ASSET REALISATIONS
0.00 Balance of funds from Solicitors 0.00 612.96
0.00 Bank Interest Gross 1,025.47 140135
10,172.00 Cah at Bank (1) 0.00 18,902.30
0.00 Contribution Towards Salary Costs 0.00 4,385.09
0.00 Data Rights 0.00 +.00
0.00 Debtors (Pre-Appointment} 0.00 201,000.00
0.00 Intercompany Debt 0.00 100,000.00
0.01 Intercompany Debtors 3.00 0.00
7.750.00 Office Equipment 0.00 6.00
0.01 Prepayments 0.00 c.00
0.00 Rates Refund 0.00 74,834.40
0.00 Tax Losses 0.00 19,998.00
0.00 Investmaent - VA Insurance Q.00 450,001.00
0.00 Urwegistered IP Q.00 1.00
1,025.47 871,137.10
COST OF REALISATIONS
0.00 Advertisements (84.60) {84.60)
0.00 Agents / Valuers Fees 0.00 {18,708.60)
0.00 Appointes Fees {217.213.00) (217,213.00)
0.00 Bond - Insolvency (127.50) (127.50})
0.00 Communications 0.00 {1,800.00)
0.00 Creditor Portal Fee (8.00) (8.00)
0.00 Health care contributions 0.00 {43.00)
0.00 Insurance (11,328.00) {11.328.00}
0.00 IT Consultancy 0.00 {85.00}
0.00 Mileage (122.85) (122.85}
0.00 Pension contribution 0.00 (281.19)
0.00 Pension Report 0.00 (300.00}
0.00 Pre Appointment Fees {26,540.00} {26,940.00}
0.00 Preparation of Statement of Affairs 0.0¢ (7.000.00)
0.00 Recharge of data extraction costs 0.00 (380.00)
0.00 Salary Costs 0.00 (9,155.57)
.00 Storage Costs (79.51) (79.51)
(255,903 46) (293,656.74)
PREFERENTIAL CREDITQRS
(4,388.70) Holiday Pay (4,350.78) (4.350.78)
0.00 Other Claims (1.215.05) (1,215.05)
(1,130.58) Wages (2,005.58) (2,005.58)
(7.571.41) {7,571.41)
FLCATING CHARGE CREDITORS
(22,749,999 97) Floating Charge Claims 0.00 0.00
0.00 0.00
UNSECURED CREDITORS
(416,202 46) Associated Creditors 0.00 0.00
(22,743,077.79) Deficiency |n Security 0.00 0.00
(149.033.95) Employees 0.00 Q.00
(5,027,422 63} Trade and Expense Creditors 0.00 0.00
{391,983.83) Unsecured Creditors 0.00 0.00
0.00 0.00
{74,215,317.86) — 262,449 40) — . 625.060.96
REPRESENTED BY
RBS Admin Acc 616,545.06
VAT Receivable (Payable) 9,015.90
625,560 .96

—525.560.96



Appendix C

RSM Restructuring Advisory LLP

Charging, expenses and disbursements policy statement

Charging policy

Expenses and disbursements policy

Partners, directors, managers, administrators, cashiers, secretarial and support staff are allocated
an hourly charge out rate which is reviewed from time to time.

Work undertaken by cashiers, secretarial and support staff will be or has been charged for
separately and such work will not or has not also been charged for as part of the hourly rates
charged by partners, directors, managers and administrators.

Time spent by partners and all staff in relation to the insolvency estate is charged to the estate.
Time is recorded in 6-minute units at the rates prevailing at the time the work is done.

The current charge rates for RSM Restructuring Advisory LLP Manchester are attached.

Time billed is subject to Value Added Tax at the applicable rate, where appropriate.

It is the office holder's policy to ensure that work undertaken is carried out by the appropriate grade
of staff required for each task, having regard to its complexity and the skill and experience actually
required to perform it.

RSM Restructuring Advisory LLP’s charge out rates are reviewed periodically.

Only expenses and disbursements properly incurred in relation to an insolvency estate are re-
charged to the insolvency estate.

Expenses and disbursements which comprise external supplies of incidental services specifically
identifiable to the insclvency estate require disclosure to the relevant approving party, but do not
require approval of the relevant approving party prior to being drawn from the insolvency estate.
These are known as ‘category 1' disbursements.

Expenses and disbursements which are not capable of precise identification and calculation (for
example any which include an element of shared or allocated costs)} or payments to outside parties
that the firm or any associate has an interest, require the approval of the relevant approving party
prior to be being drawn from the insolvency estate. These are known as ‘category 2’ disbursements.

A decision regarding the approval of category 2 disbursements at the rates prevailing at the time the
cost is incurred to RSM Restructuring Advisory LLP Manchester will be sought from the relevant
approving party in accordance with the legislative requirements.

General office overheads are not re-charged to the insolvency estate as a disbursement.

Any payments to outside parties in which the office holder or his firm or any associate has an
interest will only be made with the approval of the relevant approving party.

Expenses and disbursements re-charged to or incurred directly by an insolvency estate are subject
to VAT at the applicable rate, where appropriate.
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RSM Restructuring Advisory LLP

Joint Administrators’ current charge out and disbursement rates

Hourly charge out rates Rates at commencement Current rates

£ £
Partner 480-530 480-530
Directors / Associate Directors 365-425 365-425
Manager 230-350 230-350
Assistant Managers 225-230 225-230
Administrators 171-190 171-190
Support staff 160-195 160-195

Category 2 dishursement rates

Subsistence £25 per night (from 3™ September 2013)
Travel (car) 42.5p per mile (from 1 April 2011)

‘Tracker searches £10 per case




Appendix E

Table of Joint Administrators’ category 2 disbursements incurred to date

Amounts paid or payable to the Office Holder’s firm or to any party in which the office holder or his
firm or any associate has an interest

£

Original Incurred to date Paid to Unpaid to

estimate 10 August 10 date date

20181t0 9 February

February 2018t0 9

2018 August
2018

Mileage 143.72 122.85 0.00 122.85 0.00
Total 143.72 122.85 0.00 122.85 0.00

Type and purpose




Appendix F

Statement of expenses incurred by the Joint Administrators in the period from 10 February 2018to 9

August 2018

3
Original Incurred to date Expected Expected
estimate 10 August 10 future total
2018t0 9 February
February 2018109
2018 August
2018
Bond 85.00 127.50 0.00 0.00 127.50
Statutory advertising 169.20 84.60 0.00 84.60 169.20
Website fee 8.00 8.00 0.00 0.00 8.00
Storage agent 1,250.00 0.00 79.51 1,170.85 | 1,250.00
Legal fees 27,773.58 | 15,541.00 | 1,063.00 | 11,169.58 | 27,773.58
insurance 500.00 308.00 | 11,020.00 0.00 | 11,328.00
RNS announcement 1,800.00 1,800.00 0.00 0.00 | 1,800.00
Payroll Costs 7,130.55 9,479.68 0.00 0.00 9,4790.68
Pension Advice 1,200.00 300.00 0.00 0.00 300.00
Statement of Affairs Preparation 7,000.00 7,000.00 0.00 0.00 | 7,000.00
Agents Fees 0.00 | 18,708.60 0.00 0.00 | 18,708.60
IT Consultancy costs 0.00 465.00 0.00 0.00 465.00
Total 46,916.33 | 53,822.38 | 12,162.51 | 12,425.03 | 78,409.56




Appendix G
Joint Administrators’ time cost analysis for the period from:
¢ 10 August 2017 to 9 February 2018

e 10 February 2018 to 9 August 2018
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