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TO ALL KNOWN CREDITORS 16 August 2011
Re! RITNBW/SB/NWM1082/D11 1

Dear Sirs

T J Hughes Limited

T J Hughes (Holdings) Company Limited

T J Hughes (Investments) Limited

T J Hughes (Properties) Company Limited
All in Administration (together ‘the Group’)

Further to my appointment as Joint Administrator of the Group, | attach a copy of my statement of
proposals in accordance with paragraph 49 of Schedule B1 to the Insolvency Act 1986

As you will note from the proposals, there s no prospect of any funds becorming available to unsecured
creditors other than by virtue of the Prescribed Part  As a consequence, 1 do not propose to summon a
meeting of creditors  If, however, creditors whose debts amount to at least 10% of total debts of a
company in the Group makes a request in the prescribed form within 8 business days of these proposals
being made avaiable to creditors, a meeting will be held A copy of the prescribed form (Form 2 21B) 1s
attached in case you wish to request a meeting

| would draw your attention to the provisions of Rule 2 37 of the Insolvency Rules 1986 which provide
that if a meeting 1s requested, it will only be held if the expenses of summoning and holding such a
meeting are pawd by the creditor or creditors making the request and if security 1s first deposited with me
for payment The meeting may subsequently resolve that the expenses of summoning and holding the
meeting are paid out of the assets of the company as an expense of the administration

In the event that a meeting 1s not held, the proposals will be deemed to be accepted The Joint
Administrators’ remuneration, Category 2 disbursements and unpaid pre-administration costs incurred
will be agreed with the secured creditors and the preferential creditors in accordance with the provisions
of Rule 2 106(5A) and Rule 2 67A of the Insolvency Rules 1286

by) The UK lirm Ernst & Young LLP 15 a imuted lagility
M partnership registered v England and Wales with
Jj reqistered number OC300001 and 1s a member frm of
- oo Ernst & Young Global Limited A bist of members names
- 15 avadable for inspection at 1 More London Place
Londan SE1 2AF the firms principat place of business

INVESTOR iN P'EOPLE and reqistered office
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Should you have any quernies relating to this letter or any other aspect of the Administrations, please do
not hesitate to contact Zoe Wanley or Emelie Safstrom of this office on telephone number 0161 333

3000 or alternatively please e-mail fjhughesinfo@uk ey.com

Yours fathfully
for the

TA

Encs Administrators’ statement of proposais
Forms 2 21B - Creditor's request for a meeting
Proof of debt

T A Jack and S Allport are licensed in the United Kingdorm to act as insclvency practitioners by The Institute of Chartered
Accountants in England and Wales

The affairs, business and property of the Group are being managed by the Joint Administrators, T A Jack and S Allport, who act as
agents of the Group only and without personal labiiity

We may collect, use, transfer, store or otherwise process (collectively, “Process”) information that can be linked to specific
individuais (“Personal Data”} We may Procaess Personal Data in vanous junsdictions in accordance with appiicable law and
professional regulations including (without imitatron) the Data Protection Act 1998
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Abbreviations

The follawing abbreviations are used in this report:

Burdale Burdale Financial Limited

CEQ Chief Executive Officer

CVvL Creditors’ Voluntary Liquidation

Director The director of the Companies in the Group at 30 June
2011

FYXX Financial year ended January 20XX

GAG Great America Group, Inc

HMRC Her Majesty's Revenue and Customs

Holdings T J Hughes (Holdings) Company Limited
(In Admimistration)

Investments T J Hughes (Investments) Limited {In Admmisiration)

LHR Lewis's Home Retail Limited

Lloyds Lloyds Banking Group

MSPs Merchant Service Providers

Properties T 4 Hughes (Properties) Company Limited {In
Adrministration)

ROT Retention of Title

RRP Recommended Retall Price

ihe Act The insolvency Act 1986

the Companmes or the Group

T J Hughes Limited, T J Hughes (Holdings) Company
Limited, T J Hughes {Investments) Limited,

T J Hughes (Properttes) Company Limited

(Al 10 Admunistration)

the Rules The Insoivency Rules 1986
TJH T J Hughes Limited (In Adrmimistration)
Wider Group As per group structure on page 2
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Section 1 Introduction, background and circumnstances giving nise to the appointments

Introduction, background and circumstances giving rise
to the appointments

Introduction

On 30 June 2011 the Companies entered Administration and T A Jack and S Allport were
appointed to act as Joint Administrators.

This document, including its appendices, constitutes the Joint Administrators’ statement of
proposals to ¢reditors pursuant 1o paragraph 49 of Schedule B1 to the Act and Rule 2.33 of
the Rules for T J Hughes Limited, T J Hughes (Holdings) Company Limited, T J Hughes
(Investments) Limited, T J Hughes (Properties) Company Limited (ail in Administration).

Certain statutory miormation relating to the Companies and the appointments of the Joint
Administrators 1s provided at Appendix A.

Background

At the time of the appointments, the Group was regarded as one of the largest department
stores in the UK, trading from 56 stores nationally with ¢. 3,500 employees in total, It traded
as a discount retailer selling products with prices up to 70% below RRP.

The Group's head office and management functions were operated from leasehold premises at
Hughes House, Liverpool, where 129 head office staff were located The Group also had
operations at two warehouses in the Liverpoo! area that held minimal stock.

The original bus:ness was founded in 1912, on London Road 1n Liverpool The company floated
on the London Stock Exchange in 1992, and was taken private in 2000 by JJB Limited before
being acquired by PPM Capital in 2003. The Group refinanced with Burdale via a £20m stock
and loan facility in early March 2011 and was sutisequently acquired by Endiess LLP, 3
turnaround investor The Group has had several senior management changes in the past nine
months to support an attempted turnaround.

Prior to Endless LLP's investment, in March trade credit insurance cover for suppliers was
significantly reduced, which together with continued poor trading performance and increased
cash requirements resulted in the Group seeking additional funding. In April 2011, additional
funding of £10m was provided to the Group by Endless LLP to support the bustness whilst a
turnaround plan was deveioped. Trading continued to be challenging and like for like retall
sales were significantly below prior year levels resulting in an extensive cost reduction
programme as part of a long term turnaround plan.

Ernst & Young | 1



Section 1 introduction, background and ofcumsiances giving nse to the appointments

A summary of the Wider Group structure at the date of the appointments is presented below

% In Administration

The recent finrancial results for the Group, together with further details of its operations, are
outhined below

Trading history
T J Hughes (Holdings) Company Limited
Holdings I1s a non-trading holding company. it does not produce its own individual profit and

loss accounts, and reports the consolidated position for the Group in its financial statements. A
summary of recent Group results 1s shown below.

Type Gross  Gross Directors’  Operating  Net profit  Accumulated
audited/  Turnover profit profit  remuneration profit after tax reserves
Year ended  draft Em £m Y% £EGQ0 Em Em £m
29 January  Draft 2762 96 6 35 567 (7 6 ®3) 42
2011
30 January  Audited 2667 100 4 38 601 62 14 95
O
31 January  Audited 261 3 95 4 36 583 42 12 a0
L0 e e e e e e e
26 January  Audited 2395 900 38 790 36 12 8.6
2008

Ernst & Young |2



Section 1 Introduction, background and ¢ircumstances giving nise to the appomtments

T J Hughes Limited

TJH is the main trading company within the Group and tts principal activity is as a discount
department store. It is the sole employer in the Group, employing all of the store and head
office staff and holds 57 leases of the 59 lease portfolio operated by the Group.

The table below summarises recent trading results relating to TJH.

Type Gross  Gross Directors’  Operating Net profit  Accumulated
audited/ Turnover profit  profit  remuneration profit after tax reserves
Year ended  draft £m Em % EQQQ £m £m £m
29 Januery  Drait 276 2 966 35 507 D (48) 436
2011
30 January  Audited 2667 100 4 kt:) 540 68 46 47 4
2oe S e e
31 January  Audited 2613 95 4 37 528 48 41 437
2009 e e e
26 January  Audited 2395 S00 38 733 41 48 40 3
2008

Draft management accounts for TJH for the 18 weeks to 4 June'2011 Indicate a net loss of
£10.1m from a turnover of £69.1 million WhllIst losses for this period were not unusual given
seasonal trends, the magnitude reflected the challenging market conditions and issues
regarding the mix of stock within the business.

T J Hughes (Investments) Limfted

investments’ principal activity 15 that of an investment company it directly holds 100% of the
TJH shares.

Type Gross  Gross Directors’ Operating  Net profit Accumulated
audited/  Turnover profit prafit  remuneration profit after tax reserves
Year ended  draft Em Em % £000 Em £Em Em
29 January  Draft Nil Ml nfa Nil Nit (o)) 6 S)
2011
30 January  Audited Nil mil nf/a Nil Nil (13 (55
L2010 e e e e e e e e
31 January  Audited N1l Nil n/a NIl Nil 23 (42)
2009 B
26 January  Audited Nit Nt nfa Nl Nil 3, (19
2008

T J Hughes (Properties) Company Limited

Properties is the sub-leasehoider of two of the Group’s leasehold butldings, bemg the head
office on Lendon Road, Liverpoo! and the Group's main warehouse in Pighue Road, Liverpool.

Type Gross  Gross Directors” Operating  Net profit Accumulated
audited/  Turnover profit profit  remuneration profit after tax reserves
Year ended  draft £m £m % EQQQ £Em £ Em
29 January  Draft 16 008 5 Nil Nil cos8 05
2011
30 January  Audited 17 008 5 Nil Nil 007 04
2090 _ R
31 January  Audited 15 007 5 Nil Nil 006 03
2009 o o B _ _ o
26 January  Audited 15 007 5 Nil Nl Qa7 03
2008
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Section 1 Intraduction, background and circumstances giving nise to the appointments

Circumstances Glving Rise to the Appointment of the Administrators

In the past 12 months, trading conditions for the Group have been extremely difficult, The
Christmas 2010 trading results were extremely poor and the Group suffered large losses
(£6.3m) for the year ended January 2011  This was compounded by the adverse cash flow
impact of large stock holdings, the profit impact of subsequent stock reduction initiatives, and
ultimately the withdrawal of supplier credit insurance in recent months.

Prior to both the re-finance and acquisition by Endless LLP, credit insurers were already in
discussions with the Group regarding the reduction of avatlable supplier credit insurance,
based on the Group’s expected outturn for the year ended January 2011

in March 2011, a refinancing of the business with Burdale was achieved via a £20m stock and
loan faciity.

Despite this, later in March a number of credit Insurers significantly reduced, and eventually
withdrew credit insurance cover to the Group's supphers, which had a material impact on the
Group's trading relationships with those suppliers,

As a resuit, the Group’s future working capital requirements increased significantly and at this
point the Board contacted Endiess LLP to seek additional funding to enable it to continue to
trade, Endless LLP agreed to support the business whilst a turnaround plan was constructed.

As part of the turnaround plan, Anthony Solomon and David Luper were introduced to the
business, as Chairman and Director respectively, to assist in the restructuring of the Group. We
understand it was the intentions of the new directors to inject additional cash into the
business, however, this was never formaily agreed. In June both Mr Solomon and Mr Luper
resigned from the business and at this pont, Robert Lister was appointed as sole director of
the Group.

Despite the introduction of significant turnaround funding the Group continued to experience
poor trading resuits, and signithicant cash flow and creditor pressure, On 24 June 2011 a
winding up petition was lodged against TJH by a trade creditor and bank accounts were frozen.
At this stage the Group needed substantial additional working capital funding to carry on
trading, with an estimated additional funding requirement of up to £20m to trade to

31 December 2011 as a result of the withdrawal of credit insurance and other working capital
needs

As a result, the Group concluded a turnaround of the business was not viable as the level of
funding needed was not supportable as a result of historic and ongoing losses As a
consequence, the Director of the Group decided that to protect the interests of all credrtors it
was necessary to place the Group tnte Administration

Due to the winding up petition, the Director was unable to formally file a Notice of Intention to
appoint Administrators at Court and accordingly snvited the gualifying floating chargeholder to
do so

On 28 June 2011, the gualifying floating chargeholder lodged a Notice of intentron to Appoint
Administrators over TJH Following this, Thomas Andrew Jack and Stmon Allport were
appointed as Joint Administrators of the Compamies on 30 June 2011 under the provisions of
paragraph 14 of schedule B1 of the Act

At the request of the Group's shareholders and Director, Ernst & Young LLP undertook work 1n
the period immediately prior to insolvency to advise on strategic options and to undertake
contingency planning. Further detail of the work undertaken in the pre-appointment penod 1s
provided at section six of this report

At the date of appointment Burdale, the first ranking secured creditor, had total secured
lending of £13 ém, and Endless LLP had second ranking secured debts of £10 2m. Following
the appointments of the Jomt Administrators, on & July 2011 Endless LLP assigned its rights
and security to the second ranking secured debt for an undisclosed sum to GA Eurape 300
Limited, a company associated with GAG, a retail turnaround investor and stock realisation
speciahst

Emst & Young 14




Section 2 Purpose, conduct and end of Administrations

Purpose, conduct and end of Administrations

Purpose of the Administrations
The purpose of an Administration i1s to achieve one of three objectives:

a Torescue the company as a going concern

b. To achieve a better result for the company's creditors as a whole than would be
itkely if the company were wound up {(without first being in Admimstration)

¢. Torealise property in order to make a distnbution 1o one or more secured or
preferential creditors

Insolvency legislation provides that obyective (a) should be pursued unless it I1s not
reasonably practicabie to do so or If objective (D) would achieve a better result for the
company's creditors as a whole Objective (¢) may oniy be pursued if it is not reasonably
practicable to achieve either objective (a) or (1) ang can be pursued without unnecessarily
harming the interests of the creditors of the company as a whole.

Objective (@) cannot be achieved in this matter for the following reasons;

» The Group s heavily loss making and 1t is unlikely that profitability can be returned in
the short to medum term, particularily given the high fixed cost base of the business
associated with its current store portfolic and the challenging state of the retail
market, and

» A significant proportion of the stock is subject to ROT claims, and the support of the
suppllers (including credit terms) is likely to be severely restricted post insolvency,
giving a substantial funding requirement for the Group to continue to trade as a going
concern

The Joint Administrators have therefore pursued objective (b} to achieve a better result for
the Group’s creditors as a whole than would be likely If the companies in the Group were
wound up (without first being in Administration), rather than objective (a). The reasons for
this are outlined below

» If the Group were to be wound up, realisations from stock would be significantly
reduced due to restricted trading conditions with stock subject to valid ROT claims
being returned to supphers and any recoverles from the remarning unencumbered
stock being disposed of tn butk at very low realisable values;

» Realisations from the Group’s property portfolio are likely to be enhanced If they are
disposed of whilst the Group is still trading and these premises are therefore occupied
and in use as retail outlets, and

» The possibility exists of successfully transferrning employment contracts and leasehoid

interests to potential purchasers in order to reduce both preferential and non-
preferential claims,

Ernst & Young |5




Section 2 Purpose, conduct and end of Administrations

Conduct of the Administration
Trading
Initlal activities following appointment

immediately upon appointment, the Joint Administrators’ staff attended all 56 stores and
the Group's two Liverpool distribution centres. During these visits, employees were
addressed and measures were taken to protect the Group's assets.

A central team was aiso focated at the Group's head office in Liverpool and a number of
actlons were taken to facllitate an ongoing trading strategy including a revision to policies
regarding customer orders, credit notes, gift vouchers, returns and deposit procedures and
the suspension of online orders

Trading sales

Following their appointment, the Joint Admunistrators sought to maxinuse the realisable
value of stock in hand (estimated net book value of £38m) by enabling the business to
continue to trade in Administration whilst pursuing a going concern sale of all or part of the
Group's business and assets,

Notwithstanding this, 1t quickly became apparent that any such sale(s) would hkely require a
number of weeks to complete. In addition, there was imited sentor management in the
business following the recent changes. On 6 July 2011, following GA Europe 300 Limited's
acquisition of the second ranking secured debt, the Joint Admimistrators engaged specialist
retad agents GAG to assist and advise on the realisation of TJH's stock. Since this time,
extensive marketing and promaotional activities have been undertaken and additional stock
has been purchased to boost overall realisations from the Group's store portfolio

At the date of appointment there were 22 businesses operating from within the Group's
stores under concession agreements, providing additional income to the Group of

¢. £88,000 per week The Joint Administrators sought to engage directly with these
parties soon after their appointment with a view to agreeing ongoing trading terms  Terms
were agreed with the majonty (18) of the concessionaires, who have continued to trade
from the stores, with the remaining four choosing to exit.

Since the date of appointment, for the period to 10 August 2011 we have achieved retail
sales (net of VAT) totalling £35 &m and an additional £0.6m of concesston income, This s
stated before trading costs, any valild ROT claims and taxatign

All other Group companies in Administration are non-trading and as such no sales have
been achieved

Trading costs

Following our appointment, the Joint Administrators pro-actively engaged with several key
suppliers {including but not ltmited to IT suppliers, haulers, cash collection agents,
mamtenance contractors and merchant services providers), in order to ensure the business
continued to trade with mimmal disruption

Additional stock owned by TJH but in the possession of third parties has been released and
brought into stores.

We continue to hase with suppliers, landlords, employees and other stakehoiders to mitigate
trading costs and maximise the outcome from continued trading activities

Ernst & Young |6




Section 2 Purpose, conduct and end of Administrations

Sale of business

Immediately upon appaintment, the Joint Administrators began a marketing process for the
disposal of the Group's business and assets on a going concern basis As part of a dual track
pracess the Joint Administrators also engaged Jones Lang LaSalle, property consultants, to
market the Group's leasehold property portfolio,

Fellowing the receipt of signed non-disciosure agreements, dialogue with a broad spectrum
of Interested partles was entered into and comprehensive financial, operational, property
and tegal Information was made avatlable. In total, the Joint Administrators have to date
made contact with 156 interested parties

Sale of part of the business as a going concern

On 29 July 2011, the Joint Administrators entered into an agreement to sell the business,
assets and property rights of the Sheffield, Glasgow, Eastbourne and London Road,
Liverpool stores to LHR This transaction was completed on 8 August 2011, and inciuded
the transfer of all employees attributabie to these stores.

Total consideration was £1,650,337 of which £900,000 was received on completion and
the balance of £750,337 deferred, against which we have taken security over
unencumbered assets

In addition, the transaction afforded TJH the right to occupy the Group's head office at
London Road, Liverpocl up to 15 September 2011, reducing costs in the Administration by
approximately £100,000. As part of this transaction, 442 jobs were transferred to LHR,
also reducing the value of preferential and non-preferential claims in the Admiristration of
TJH

On 10 August 2011, a further two stores were soid as a going concern to LHR. Total
consideration was £286,909, all payable on completion. As part of the transaction an
additicnal 134 employees have transferred to LHR

We are continuing in negotiations with a number of interested parties for the sale of further
stores as a going concern

Property

At the date of appointment, the Group held leasehold interest in 59 properties, a small car
park in Liverpool and an annex to the Bradfard store, The majority of the leases to the
retail properties are held by TJH with two being held by Properties

Trading stores

Upaon our appointment, TJH traded from 56 leasehold stores across the United Kingdom,
One store (Perry Barr) was already in the process of being closed by management and was
vacated at the date of appointment All other stores continued to trade in Administration.

In addition to the sale of the leasehold interests to LHR, on 29 July 2011 we entered into
an agreement to surrender the lease of the Lichfield store to its landlord for consideration
of £300,000,

We continue to negotiate with landiords for the surrender of further teasehold interests
As at 11 August 2011 the closure of 29 stores had been announced, reflecting the near-
complete trade-out of stock at these locations and the absence of offers from interested

parties The Group will vacate these premises following closure and all associated
employees wifl be made redundant
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Section 2 Purpose, conduct and end of Administrations

QOperational properties

In addition to the retail stores, the Group eperated a head office from London Read,
Liverpool, and two distribution centres also based In Liverpool

The head office was included in the sale to LHR and the Group has now vacated the
distnibution centres,

Other property assets

Other property interests comprise a long leasehold for a small car park located close to the
Liverpool head office and a freehold vacant annex attached to the Bradford property. These
sttes are being marketed for sale by our agents, with the Bradford property due to be
offered for sale at auction in October 2011.

Cash In hand/transit

At the date of our appointment we estimate approximately £6.0m of cash in hand or in
transit, summarised as foliows

£000
Cash at bank 2,952
Cashn stores 362
Cashintransit 2,663
5977

Retentions held by MSPs and cash collection agents currently total £1.0m and we are
currently in discussion with these parties to seek the release of these amounts, albeit we
anticipate that a proportien wilt be retained against chargebacks (customer refunds) and
other costs likely to be incurred by the service providers.

Debtors and prepayments collections

TJH's debtor ledgers indicate that at the date of appointment there was a total of £1 1m
owed to the company

Debit suppher balances

We understand that a sigmficant proportion of thus balance (EQ 9m) s attributable to debit
halances on TJH's purchase ledger, relating to faulty goods claims, shortfalls in goods
supplied and other suppher disputes Whiist we continue to engage with the relevant
suppliers to recover these monies where possible, there i1s a risk that a signtficant
proportion of these balances will be unrealisable

Youcher and other debtors

The remainder of the debtor balances compnise third party vouchers which require
redemption (¢ £0 1m)and other debtors (c. £19,000) However, the majority of these
debits are not yet due for payment Realisations to date total £3,300 and we continue to
actively pursue the collection of the remainder of these amounts

Prepayments

TJH's records indicate that at the date of appointment there were prepaid balances of

£6 Om on the company’s balance sheet However, we understand that the majority of these
balances relate to rent and rates habiities which had not been settled at the date of
appointment following the freezing of bank accounts, and so are not recoverable
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Section 2 Purpose, conduct and end of Administrations

To date we have received c. £0.2m in respect of refunds on business rates relating to 21
sites. We continue to pursue business rates prepayments and any appropriate rating
appeals.

Customer orders

At the date of our appointment, company records indicated that a small number of internet
and other customers had pald for goods which had not yet been delivered. We have sought
to secure the release of these goods where they were held by third party carriers The
Joint Administrators were also able to release customer orders for collection subject to the
goods being fully paid for, a vaiid receipt being held by the customer and confirmation that
the goods in question had been set aside in store specifically for the customer’s collection.
Regrettably TJH has been unable to fulfil any outstanding customer orders which had not
been dispatched from the Group's distnbution tentre at the date of appointment.
Customers who fail within this category will be non-preferential creditors in the TJH
Administration.

Customers with outstanding orders identified by company records or those that have
contacted the Joint Admimistrators directly since appointment have been advised in writing
of the position relating to thelr goods

Stock and Retention of Title
At the date of appointment, TJH had stock of £38.4m at net book value,

To date we have recewved ROT claims from 212 supplers claiming title in goods supplied to
TJH. The total value of these cfaims is estimated at £15 9m and we continue to investigate
these claims in conjunction with our legal advisors

Inteilectual property assets

Since our appointment, discussiens have been held with a number of interested parties in
respect of TUH's intellectual property assets

The business name and intellectual property of TJH were sold to LHR within the 8 August
2011 transaction.

Fixtures and fittings

Fixtures and fittings relate to store and distribution centre racking, iT equipment, office
furniture, materials handhing equipment and vanous other items of plant

Given the age of store fittings, costs of dismanthing and removal, and low realisable values
i1 the second hand market we do not envisage maternial realisations from fixtures and
fittings

Employees

At the date of appointment, 3,497 employees were employed by TJH. This 1s made up as
follows-

Head office 129
Distribution and warehouse centre 133
56 stores 3,235
Total employees 3,497

r———y

Following our appomtment, measures were taken to reduce the overhead cost base of the
business which has to date included the redundancy, for economic and organisational

Ernst & Young |9




Section 2 Purpose, conduct and end of Administrations

reasons, of 85 employees at the head office and 117 redundancies at the distribution
centres.

All 3,235 store employees were Initially retained to allow trading to continue. Salary
payments for those employees have been made as usual, with the gross July payroll
totalling c. £2,2m Outstanding pre appotntment overtime payments have also been pald to
all staff employed at the date of appointment as part of the July payroil,

As outlined earlier Jn this report, 442 store employees (included in the 3,235 total store
employees) were transferred to LHR on 8 August 2011, with an additional 134 store
employees transferring under the terms of the sale of the two additional stores compieted
on 10 August 2011

As a resuit of the 30 store closures announced as at 10 August 2011, the redundancy of
1,270 employees 1s expected for economic and organisational reasons

Administrators’ receipts and payments

A summary of the Administrators' receipts and payments tor the period from 30 June 2011
to 22 July 2011 is attached at Appendix D.

Initial meeting of creditors

The Joint Administrators are of the opinion that the Companies have insufficient property
to enable a distribution to be made to non-preferential creditors other than by virtue of the
Prescribed Part and consequently, (n accordance with the provisions of paragraph 52(1) of
Schedule B1 to the Act, they do not intend to call an imitial creditors’ meeting for any of the
Companies

The Joint Administrators will be obliged to call an inittal meeting of creditars of an
individual company If 1t I1s requested by creditors whose debts amount to at least 10% of the
total debts of that company. The request must be made within 8 business days of the date
on which these proposals are issued (or such longer period as the Court may allow) and
must be in the prescribed form The creditor summoning the meeting must lodge with the
Joint Administrators a deposit as security for the expenses of summoning and holding the
meeting. Further information 1s provided in the covering letter accompanying these
proposals.

Future conduct of the Administrations

The Joint Administrators will continue to deal with the Admiristrations in fine with the
stated objecttves. Further tasks will include, but are not hmited to-

> Realisation of stock through continued trading of the business, Including finalising and
setthing all trading habilities;

»  Continuing the current sale of business strategy to realise value for stores in the
Group’s leasehold portfolio,

» Dealing with the wider property portfolio including lease assignments, if a purchaser 15
found, and landlord surrenders,

» Deaiing with all ROT claims in respect of goods supplied to the Group,
» Realisation of all other assets where possible,

» Completion of statutory requirements of the Administrations, including reporting to
creditors,

» Prepaning corporation tax returns and VAT returns,
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Section 2 Purpose, conduct and end of Administrations

» Dealing with employee redundancies, preferential claims, and any other employee
related matters,

» Repayment of debts due to the secured lenders of the Group; and
» Matters relating to the Prescribed Part.

The end of the Administratiens

It 1s proposed that the end of the Administrations will either be through a creditors’
voluntary lquidation or dissolution. Further details are provided below

Creditors' Voluntary Liquidation (CVL)

It 1s proposed that, at the end of the Administrations, if any of the Companies have any
property which might permit a distribution to its creditors (including in respect of the
Prescribed Part), it will move straight into CYL upon the filing with the Registrar of
Companies of a notice pursuant to paragraph 83 of Schedule B1 to the Act. It 15 proposed
that the Liquidators be Thomas Andrew Jack and Simon Allport of Ernst & Young LLP and
that any act required or authorised under any enactment to be done by the Liquidators may
be done by either or both of them. In accordance with paragraph 83(7) of Schedule B1 to
the Act and Rute 2.117A(2)(b) of the Rules, creditors may nominate a different person as
the proposed Liguidator provided that the nomination is made after the receipt of these
proposals and hefore the proposals are approved. It should be noted in this regard that a
person must be authorised to act as an insolvency practitioner \n order to be appointed as
Liguidator,

Dissolution

It 15 proposed that if at the end of the Administrations the company concerned has no
property which might permit a distribution to its creditors, the Admnistrators wilt send
notice to that effect to the Registrar of Companies. On registration of the notice, the Joint
Administrators’ appointments wilt come to an end In accordance with the provisions of
paragraph B4(6) of Schedule B1 to the Act, the company will be deemed to be dissolved
three months after the reqgistration of this notice
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Section 3 Statement of Affairs

Statement of Affairs

The Director has submitted Statements of Affairs for the Companies as at 30 June 2011
Summares are attached at Appendix B, We would comment that a number of the asset
values have yet to be determined and may be lower than indicated. Similarly, a number of
creditor claims have yet to be quantified and may be higher than indicated Additionally, the
values are shown before applicable costs of realisation.

We note that the Director was in office for only a short time prior to the appointment of
Administrators so had only limited knowledge of the Group's affairs

We include below a summary of our comments on the Directar's Statements of Affairs:
Group

» The debts due {0 the secured lenders (which the Director estimates total £23.8m) have
not been apportioned between each of the four compantes in the Group and have been
appited in full against the fixed charge assets expected o be realised by each of the
Companies However, there are Group-wide cross guarantees in favour of the secured
lenders and the debts due to the secured lenders outweigh the estimated fixed and
floating charge realisations, and therefore it 1s estimated that the only funds available
for non-preferential creditors will be by virtue of the Prescrtbed Part in TJH, and

» The Statements of Affairs do not tnclude habilities in respect of loans advanced by PPM
Capital to the Group at the time of the management buy-out in November 2003. The
books and records of the Companies state that, at the date of Administration, the
remaining unsecured balances in respect of the loans (which also include accrued loan
interest and dividends payable) total £8 7m

TUH

» The Director has not forecast any realisations from leasehold property interests in TJH.
since the submission of the Statement of Affairs, actual realisations from {easehold
property interests have totalled ¢. £1 Om since our appointment;

» The Director has also inciuded in the Statement of Affairs an estimate for contingent
claims in respect of landiords (based upon annual rent, service charges and insurance
over the remaining term of the Companies’ property leases). These amounts serve as
an estimate only and will be dependent upon the final outcome of property disposals
within the retailt store portfoito and future actions by landlords to mitigate any potential
claims,

» The stock balance i1s shown net of claims Of any) for ROT from supphers (estimated by
the Director at £7 5m) Following the decision to continue to trade, the bulk of the
stock will be sold In the normal course of business It is anticipated that trading will
generate a surplus, the quantum of which remains unknown, and 1s subject to ROT,
utihities, salaries and all trading liabliities which will need to be finalised, together with
any relevant taxation,

» Inthwvidual trade creditor balances are shown gross of estimated ROT claims, and
therefore the actual value of individual trade creditor claims may reduce as vahd RCT
claims are settied;

» Final realisations trom cash at the date of appomtment are subject to potential

chargeback claims from MSPs in relation to customers that have not received goods
ordered prior to our appointment via the internet or from stores Retentions held by
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Section 3 Statement of Affairs

MSPs in this regard currently total c. £1.0m although negotiations are ongoing to
finalise this liabllity and seek to release any surplus monies; and

» The corporation tax debtor is reported at book value (estimated by the Director) at
£3.6m. Since our appointment, we have assessed the validity of this debtor in light of
information that has been provided to us from TJH’s previous tax advisors Based on
the information received, we estimate the realisable value in respect of this debtor 1s
hkely to be mt,

We provide below, for information, an indication of the current position with regard to
creditors’ claims The figures have been compiled by Group management and have not been
subject to independent review or statutory audit.

Secured creditors

At the date of our appointment, the Companies operated a stock facihty with Burdaie,
drawn to c. E7.3m. In additlon, Burdale provided a seasonal loan facility to the Companies,
drawn to £5 7m, before interest and charges. At the date of appointment, Endless LLP had
a £10.2m loan, ranking behind the indebtedness due to Burdale. On 6 July 2011, Endless
LLP assigned its rights and security in this indebtedness to GA Europe 300 Limited

Since our appointment, Burdale has advised us of post appointment fees and charges
totaliing ¢. £EQ &m, comprising £0 4m outstanding arrangement fees from the March 2011
refinance and £0 2m subsequent termination charges and other fees. Accordingly, the total
amount owing to secured creditors as at 30 June 2011 1s estimated to hec £23.8m
(before the application of any reievant charges or fees relating to Endless LLP’ secured
lending).

We estimate that Burdale, the first ranking secured creditor, will be repaid in fuli However,
at this time we estimate that the second ranking secured creditor will not be repaid in full

Preferential creditors

The Joint Administrators currently estimate preferential creditor claims of ¢, £0.7m, in
respect of claims for employees' salaries, holiday pay and pension contributions. As the sole
employer in the Group, these will attnibutable to TJH

The Joint Administrators believe, based on current estimates of realisations in the
Adminustrations, that TJH preferential creditors will be repaid in full

To date £3k has been pard in respect of these claims and the Joint Administrators anticipate
that ail preferential claims will be patd in full as soon as they are agreed The value of
potential preferenttal claims has been mitigated through the sale of a number of stores to
LHR,

Non-preferential creditors

Non-preferential creditor claims continue to be submitied. The Director’s Statements of
Affairs estimates that total non-preferential claims for the Companies wil be in the region
of £409m. This includes the Director’s estimate of the full value of outstanding liatilities
over the remaining penod of the Group's leasehold agreements Final claims in the
Administration may be higher due to contingent claims and other non-preferential creditor
amounts not included In the Statements of Affairs, but also could reduce as landlords
mitigate losses through releting of premises or where leases can be assigned or
surrendered.
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This estimate 1s made up of the following

£m TJH Holdings Investments Properties
Trade and landlord creditors 326 4 - - 287
Crown crethtors 5.0 - - -
intercompany creditors 05 12 47 2 -

3319 1.2 47.2 287

This table excludes loan notes for PPM Capital as discussed above.

A full breakdown of estimated creditor balances at the date of appointment 1s included in
the Directors' Statements of Affairs at Appendix B.

At this time we estimate there will not be sufficient funds to enable any distribution to non-
preferential creditors other than in respect of the Prescribed Part.
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Section 4 Prescribed Part

Prescribed Part

The Prescribed Part is a proportion of floating charge assets set aside for non-preferential
creditors pursuant to section 176A of the Act. The Prescribed Part applies to floating
charges created an or after 15 September 2003.

TJH

At this time the outcome of the Admintstration remains uncertain and therefore we are
unable to accurately estimate the value of TJH's net property. However, to the best of our
knowledge and belief we estimate the value of net property to be approximately £10m and
we estimate that the value of the Prescribed Part to be set aside in TJH will be the
maximum £600,000, before the costs of dealing with the Prescribed Part.

Holdings

The vaiue of the Prescribed Part in Holdings is estimated to be £nil.

Investments

The value of the Prescribed Part in Investments 1s estimated to be £nit

Properties

The value of the Prescribed Part in Properties Is estimated to be £nil,
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Section 5 Administrators' remuneration and disbursements and payments to other professionals

Administrators' remuneration and disbursements and
payments to other professionals

Remuneration

The statutery provisions relating to remuneration are set out in Rule 2.106 of the Rules.
Further information is given In the Association of Business Recovery Professionals’
publication ‘A Creditors' Guide to Administrators' Fees’, a copy of which may be accessed
from the web site of the Insolvency Practitioners Association at http://www.insolvency-
practitioners.org.uk {follow ‘Regulation and Guidance’ then 'Creditors’ Guldes to Fees'), aris
available in hard copy upon wnitten request to the Joint Administrators.

in the event that creditors’ meetings are not requisitioned and Creditors’ Committees are
not formed in each or any of the companies, the Joint Administrators will seek to have their
remuneration fixed by the secured and preferential creditors in accordance with Rule
2.106(5A) of the Rutes. The Joint Administrators will ask for their remuneration to be fixed
on the basls of time properly given by them and their staff tn dealing with matters artsing in
the Administrations,

Attached at Appendix C is a detailed analysis of time spent and charge out rates, for each
grade of staff for the various areas of work carrned out to 5 August 2011, as required by
the Association of Business Recovery Professionals’ Statement of Insolvency Practice No. 9.
At this date our total time costs amount to £1,444,506 across the Group

Aspects of the TJH Administration where significant time costs have been incurred include:

» Visiting the 56 trading premises located around the UK upon appointment and taking
control of company assets (564.7 hours),

» Continued trading within Administration (1,421 2 hours); and

» Dealing with the large number of ROT claims that have been submitted (862.0 hours).
Other matters include sale of busmess and properties, employee matters and dealing with
creditor enquiries and ¢laims

Disbursements

Appendix C also Includes a statement of the Joint Administrators’ policy for charging
disbursements. In the event that creditors’ meetings are not requisitioned and Creditors’
Committees are not formed, the Joint Administrators will seek the approval of the secured
and preferential creditors to charge Category 2 disbursements

Payments to other professionals

The Joint Administrators have engaged the following other professionals to assist them in
the Admimistrations They were chosen on the basis of thewr experience in similar
assignments and/or on a competitive tendering basis.

Name of firm Nature of service How contracted to be paid

JomestanglaSalle _ Property agents _.._Percentage of realisations

GAG Retall agents Fixed fee sub;e;tito a guaranteed

o o I_evelofregliat_l_qgg_

Addleshaw Goddard LLP B Administration legal services  — Time cost basis o
4E;er5r]eds ng_ P}e-@mwlstrgtron legal services ﬂﬁ;e;ﬁ);sgm o m__m,_” _

Hitl Brckinson Adrnlnlstratlc;nwlégal services Time t_:_o-st_basw; o

Details of the fees paid to date are included in the receipts and payments account attached
at Appendix D
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Pre-Administration costs

The Administrators also seek approval for payment of unpaid pre-Administration ime costs
totalling £55,035 ptus VAT, and pre-Administration expenses totalling £292 plus VAT in
respect of TUH. The payment of unpaid pre-Administration costs as an expense of the
Administration 1s subject to approval under Rule 2.67A, and not part of the proposals
subject to approval under paragraph 53. This means that they must be approved separately
from the proposals

A breakdown of the total pre-Administration time costs and expenses incurred Is attached at
Appendix E No amounts were paid pre-Administration,

The work undertaken by Ernst & Young LLP pre-Administration was undertaken to ensure
the impact of alternative insolvency options was properly considered and therefore
maximise the benefit of an insolvency to the Group's creditors, consistent with the purposes
and objectives of the Administrations, This work may be summarised as follows:

» Liaison with Group management and analysis regarding the potential impact of and
outcome from a potential insolvency;

» Liaison with Group management and analysis regarding enabling TJH to continye to
trade in Administration; and

» Planning for the Administration, in order to maximise the returns to creditors.
In the event that a crediters’ meeting i1s not requisittoned and a Creditors' Committee 1s not
formed in respect of any of the Companies, the Joint Administrators will seek to have the

unpaid pre-Admiristration costs approved by the secured and preferential creditors to be
paid as an expense of the Administrations

Emnst & Young {17




Agpendix A Statutory information

Appendix A

Company Informatlon

Company Name:
Registered Office

TJ Hughes Limited
100 Barbirolli Square

Address: Manchester
M2 3EY
Registered Number, 00224422

Trading Name(s): None

Trading Address(es) Hughes House
London-Road
Liverpool
Merseyside
L3 8JA

Details of the Administrators and of their appointment
Administrators, T A Jack and S Allport
Date of Appointment: 30 June 2011
By Whom Appointed:

Court Reference-
935 of 2011

Any of the functions to be performed or powers exercisable by the Admiristrators may be
carried out/exercised by either of them acting alone or by both of them acting jorntly,

Statement concerning the EC Regulation

Statutory information

Endless LLP, as gualifying floating chargeholder

High Court of Justice, Chancery Diviston, Leeds District Reqgistry,

The EC Councit Regulation on insolvency Proceedings does apply to this Adrministration and
the proceedings are main proceedings This means that this Administration 1s conducted
according to UK insolvency legisiation and is not governed by the insolvency law of any

other European Union Member State.

Share capital

Class Authonsed Issued and fully pard

Mumber 13 Number £
Ordinary 47,900,000 4,790,000 30,351,301 3,035,190
Directors and secretary and their shareholdings

Director or Current
Name Secretary Date appointed Date resigned shareholding

_RobertLister  Director 24 June 2011 nfa Ntk

T J Hughes Secretary 31 January 2007 nfa il
{Company

Secretary) Limited
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Company Information

Company Name.

Reqgistered Office 100 Barbirolli Square

Address: Manchester
M2 3EY

Registered Number- 04984399

Trading Name(s)' None

Trading Address{es). Hughes House
London Road
Liverpool
Merseyside

L3 8JA

Details ¢of the Administrators and of their appointment

Admunistrators: T A Jack and S Allport

Date of Appointment: 30 June 2011
By Whom Appointed:

Court Reference’
951 of 2011

TJ Hughes (Heldings) Campany Limited

Endless LLP, as qualifying floating chargeholder

High Court of Justice, Chancery Division, Leeds District Reqistry,

Any of the functions to be performed or powers exerclsable by the Administrators may be
carrted out/exercised by either of them acting alone or by both of them acting jointty.

Statement concerning the EC Requlatlon

The EC Council Requlation on Insolvency Proceedings does apply to this Administration and
the proceedings are main proceedings. This means that this Administration 1s conducted
according to UK insolvency legistation and s not governed by the insolvency taw of any

other European Union Member State.

Share capital

Class Authorised Issued and fully pawd
Number £ Number £
Ordinary A 150,000 15,000 150,000 15,000
Ordinary B 860,101 8,601 850,000 8,500
Directors and secretary and their shareholdings
Drrector or Current
Name Secretary Date appointed Date resigned shareheiding
Robert Lister Director __ . 24 June 2011 _nfa - Nl
T J Hughes Secretary 31 January 2007 nfa N1
(Company
_Secretary)Limited - - ——
Neil William Director 21 Apnl 2004 22 March 2011 9% of Ordinary A
McCauslanda . Shares  ___ ___
Susan Tennant Director 16 Juiy 2007 10 January 2011 33% of Ordinary A
e e e Share_s_ o
David Willlams Director 14 July 2008 12 January 2011 12% of Ordinary A

shares
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Company Information

Company Name: TJ Hughes (Investments) Limited
Reqgistered Office 100 Barbirolli Square
Address: Manchester
M2 3EY
Registered Number* 04958759
Trading Name(s). None
Trading Address(es) Hughes House
London Road
Liverpool
Merseyside
L3 8JA

Details of the Administrators and of thetr appointment

Administrators: T A Jack and S Allport

Date of Appomntment 30 June 2011

By Whom Appointed Endless LLP, as quahfying floating chargeholder

Court Reference- High Court of Justice, Chancery Division, Leeds District Reqistry,
950 of 2011

Any of the functions to be performed or powers exercisable by the Administrators may be
carned cutfexercised by either of them acting alone or by both of them acting jointly

Statement concerning the EC Regulation

The EC Council Regutation on Insolvency Proceedings does apply to this Administration and
the proceedings are main proceedings This means that this Administration s conducted
according to UK insolvency tegislation and is not governed by the insolvency faw of any
other European Union Member State

Share capital

Class Authorised Issued and fulty paid
Number £ Number £

Ordinary A 150,000 15,000 106,000 10,600

Ordinary B 860,101 8,601 850,000 8,500

Directors and secretary and their shareholdings

Director or Current
Name Secretary Date appointed Date resigned sharehoiding
Robert Lister Director ) 24 June 2011 nfa Nl
T J Hughes Secretary 31 January 2007 n/a Nil

(Company
Secretary) Limited
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Company informatlon

Company Name* TJ Hughes (Properties) Company Limited
Registered Office 100 Barbirollt Square
Address. Manchester
M2 3EY
Registered Number 04984416
Trading Name(s). None
Trading Address{es). Hughes House
London Road
Liverpool
Merseyside
L3 BJA

Details of the Administrators and of thelr appointment

Admimstrators: T A Jack and S Aliport

Date of Appointment. 30 June 2011

By Whom Appointed Endless LLP, as qualifying floating chargeholder

Court Reference’ High Court of Justice, Chancery Division, Leeds District Reqistry,

949 of 2011

Any of the functions to be performed or powers exercisable by the Administrators may be
carried out/exercised by either of them acting alone or by both of them acting jointly.

Statement concerning the EC Regulation

The EC Council Reguiation on Insolvency Proceedings does appiy to this Administration and
the proceedings are main proceedings This means that this Administration 1s conducted
according to UK insalvency legislation and is not governed by the insolvency law of any

other European Union Member State

Share capital

Class Authorised Issued and fuily pard
Number £ Number E
Ordinary 1 1 1 1
Directors and secretary and their shareholdings
Director or Current
MName Secretary Date appointed Date resigned shareholding
_Robert Lister Director . _24 June 2011 n/a o N o
T J Hughes Secretary 31 January 2007 nfa Nil

{(Company
Secretary) Limited
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Directors' Statement of Affairs




(@) Insert name and

address of ragistered
office of the company

(b} Insert date

Form 2.148

Statement of affairs
Name of Company Company number
T J Hughes Limited (in Administration) 00224422

in the

High Court of Justice, Chancery Division
Leeds District Registry

Court case number
935 of 2011

Statement as to the affairs of (a) T.J Hughes Limited (in Adminstration)

100 Barbwolli Square, Manchester, M2 3EY

on the (b) 30 June 2011

, the date that the company entered administration.

Statement of Truth

| believe that the facts stated in this statement of affairs are a full, true and compilete statement of

the affairs

of the above named company as at {b) 30 June 2011 the date that the company antered

administratton.

Fuli name Psn e .
% [

Signed a A A

Dated
2+ 1V W




TJ Hughes Limitad
Statement of Affairs as at 30 June 2011

A - Summary of Assats
Assets

Assets subject to fixed charge:
Freehold property
Leasehold property

Less monies due to fixed charge holders

Assets subject to floating charge:
Fixtures and fittings

Computer equipment

Other equipment

Stock

Trade debtors

Prepayments and other debtors
Cash

Corporation tax

Intercornpany debtors

Uncharged assets

Estimated total assets available for preferential creditors

Signature Q’JM’

Book Estimated to

Valua Realiss
£000 £000
300 0
17,118 0
17.418 0
(23,819) (23,819)
19,619 35
1,327 10
364 5
38,407 15,500
1,114 107
6,011 53
5,968 5,900
3,602 0
38,403 0
114,815 21,610
0 ]
114,815 21,610

Date

2.1, 4




TJ Hughes Limited
Statement of Affairs as at 30 June 2011

A1 - Summary of Liabilities

Estimated total assets available for preferential creditors {from above)
Liabilities

Proferential creditors;

Employee related claims

Estimated deficlency/surplus as regards preferential creditors
Estimated prescnbed part of net property where applicable (to carry forward)
Estimated total assets available for floating charge holders

Debis secured by floating charges

Estimated deficlency/surplus of assets after floating charges
Estimated prescnbed part of net property where applicable (brought down)

Total assets avallable to unsecured creditors

Unsecured nan-preferential clams (excluding any shortfall to floating charge holders)

Trade creditors (Gross)

Provision for vaiild Retention of Title claims

Trade creditars (net)

HMRC

Intercompany creditors

Estimated prescnbed part of net property where applicable (brought down)

Estimated deficlency/surplus as regards non-preferential creditors
{excluding any shortfall to floating charge holders)

Deficiency to floating charge holders (brought down)
Estimated deficiency/surplus as regards creditors
Issued and called up capital

Estimated total deficiency/surplus as regards members

Signature g)\j-w

Estimated to
Realise
£000

21,610

(850)

20,760

(6Q0)

20,160

(23,819)

e )

600

53!059!

(333,899)
7.500

{(326,399)

(5,023)
(548)

(331,870)  (331,970)

600

(331,370)
(3.659)
(335,029)

(3.035)

(338,064)

Date 2171\




Notes to accompany TJ Hughes Limited - Statement of Affairs

We understand that the secured creditors hold cross guarantees across each group company and
therefore the full amount of the debt has been applied to the Statement of Affairs

The estmated book values are based upon management accounts to 29 June 2011

Landlord claims have been estimated based upon annual rent, service charges and insurance over
the remaining term of the lease.

The estimated realisable value of stock has been reduced by £7 5m to reflect potentiat Retention
of Title claims that have been lodged by creditors but that are as yet unproven The creditor
balances reflect the gross creditor posittons and we have reduced the total position by the £7 5m
The £7 5m s only an estimate because we are unable to confirm Retention of Title claims

within the timescales allowed for the completion of this Statement of Affairs

Signature IL*M Date 2t
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Rule 2 29

Statement of affairs

Name of Company Company number
T J Hughes (Holdings) Company Limited 04984399

{in Administration)

In the Court case number
High Court of Justice, Chancery Division 951 of 2011

Leeds District Ragistry

(a) Insert name and  Statement as to the affairs of (a) T J Hughes (Holdings) Company Limited {in Administration)

address of registered

office of the company 100 Barbirollt Square, Manchester, M2 3EY

(b} Insertdats  on the (b) 30 June 2011 , the date that the company entered administration

Statement of Truth

| 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) 30 June 2011 the date that the company entered
admimstration

Full name
Radnt st

Signed n \ A

Dated
B O




TJ Hughes (Holdings) Company Limited

Statement of Affalrs as at 30 June 2011 Book Estimated to
' Value Realise
£000 £000
A - Summary of Assets
Asseots
Assats subject to fixed charge:
Cost of Investment 702 0
702 0
Less monies due to fixed charge holders (23,819) (23,819)
Assets subject to fioating charge:
Intercompany debtors 10,000 0
10,000 0
Uncharged assets: 0 0
Estimated total assets available for preferential creditors 10,000 0

Signature ‘L‘ - Date 20 2™




TJ Hughes (Holdings) Company Limited

Statement of Affairs as at 30 June 2011 Estimated to
Realise
£000
A1 - Summary of Liabilities
Estimated total assets avallable for preferential creditors (from above) 0
Liabilities
Preferential creditors 0
Estimated deficiency/surplus as regards prefarenttal creditors -0
Estimated prescribed part of net property where applicable (to carry forward) 0
Estimated total agsets available for floating charge holdera 0
Debts secured by floating charges {23,819)
Estimated deficlency/surplus of assets after floating charges T (23,819)
Estimated prescnbed part of net property where applicable (brought down) 0
Total assets avaliable to unsecured creditors T (23819)

Unsecured non-preferential claims (excluding any shortfall to floating charge holders)

Intercompany creditors {1,156)

(1,156) (1,156)
Estimated deficiency/surplus as regards non-preferential creditors
{excluding any shortfall to floating charge holders) {1,156)
Shortfall to ficating charge holders (brought down) (23,819)
Estimated deficiency/surplus as regards creditors T (24,975)
Issued and called up capital (24)
Estimated total deficlency/surplus as regards members — (24,999)

Signature [LL/C/\'\ Date 21




Notes to accompany TJ Hughes (Holdings) Company Limited - Statement of Affairs

We understand that the secured creditors hold cross guarantees across each group company and
therefore the full amount of the debt has been applied to the Statement of Affairs

Signature D—‘-/L/“‘ Date 2.7 M
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Rule 2 29

(a) Insert name and
office of the company

(b) Insert date

Form 2 14B
Statement of affairs
Name of Company Company number
T J Hughes (Investments) Limited {in Administration) 04858759
Iin the Court case number
High Court of Justice, Chancery Division 850 of 2011
Leeds District Registry
Statemant as to the affairs of (a) uqhes
100 Barbirolli Square, Manchester, M2 3EY
on the (b) 30 June 2011 , the date that the company entered administration,
Statement of Truth
| beliave that the facts stated in this statement of affars are a full, true and complete statement of
tha affairs
of the above named company as at (b) 30 June 2011_the date that the company entered
administration
Full name

foAnt cuvygr

Signed p (

Dated
3 Bin WYY




TJ Hughes (Investments) Limited

Statement of Affairs as at 30 June 2011 Book Estimated to
Value Reaslise
£000 £000
A - Summary of Assets
Assets
Assots subject to fixed charge:
Cost of Investment 47,422 0
47,422 0
Less monies due to fixed charge holders (23.819) (23,819)
Assets subject to floating charge: 0 0
Uncharged assets 0 0
Estimated total assets avallable for preferential creditors v 0

Signature QA/L/\/- Date 2.1 .o




TJ Hughes (Investments) Limited
Statement of Affalrs as at 30 June 2011

A1 - Summary of Liabllities

Estimated total assets avaliable for preferential creditors (from above)
Liabliities

Preferential creditors

Estimated deficlency/surplus as regards preferential creditors
Estimated prescnbed part of net property where applicable (to carry forward)
Estimated total assets available for floating charge hoiders

Debts secured by floating charges

Estimated deficiency/surplus of assets after floating charges
Estimated prescnbed part of net property where applicable (brought down)

Total assets avallable to unsecured creditors

Unsecured non-preferential clams (excluding any shortfall to fioating charge holders)

Intercompany creditors

Estimated deficlency/surplus as regards non-preferential creditors
(excluding any shortfall to floating charge holders)

Shortfall to floating charge holders (brought down)
Estimated deficiency/surplus as regards creditors
Issued and called up capital

Estimated total deficlency/surplus as regards members

Signature W-—v

Estimated to
Realise
£000

0

0

(23,819)

T (23819)
0

(23.819)

(47 ,247)

(47.247)
(23,819)
(71,086)

(19)

—_ (71,085)

I B B



Notes to accompany TJ Hughes {Investments) Limited - Statement of Affairs

We understand that the secured creditors hold cross guarantees across each group company and
therefore the full amount of the debt has been applied to the Statement of Affairs.

Signature ﬂ_x/‘-/\-" Date 2L \
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Rule 2 29

(8} insert name and
address of registerad
offica of the compary

(b) Insert date

Statement of affairs

Form 2.14B

Name of Company

T J Hughes (Properties) Company Limited
(in Admmistration)

Company number
040844168

In the

High Court of Justice, Chancery Division
Leeds District Registry

Court case number
949 of 2011

Statement as to the affairs of (a)

mmmﬂammmsev

on the (b} 30 June 2011

, the date that the company entered administration

Statement of Truth

| believe that the facts stated in this statement of affars are a full, true and complete statement of

the affairs

of the above named company as at (b) 30 June 2011 the date that the company entered

administrabon

Full name
Qaﬁ&l‘( LT

Signed Q A

Dated
20 v AL




TJ Hughes (Propertiss)} Company Limited
Statement of Affairs as at 30 June 2011

A - Summary of Assets

Assots

Assets subject to fixed charge:

Less monies due to fixed charge holders

Assets subject to floating charge:
intercompany debtors

Uncharged assets

Estimated total assets available for preferential creditors

Signature J):V‘/lv

Book Estimated to
Value Realise
£000 £000

0 )
(23,819) (23,819)
548 0
548 0

0 0

548 0

Date

24N, My



TJ Hughes (Properties) Company Limited

Statement of Affairs as at 30 June 2011 Estimated to
Realise
£000
A1 - Summary of Liabllities
Estimated total assets avallable for preferentiat creditors (from above) 0
Liabllities

Preferential creditors:

Estimated deficfency/surplus as regards preferential croditors - 0
Estimated prescnbed part of net property where applicable (to carry forward) 0
Estimated tota! assets avallable for floating charge holders -0
Debts secured by floating charges (23,819)
Estimated deficlency/surplus of assats after floating charges T (23,819)
Estimated prescribed part of net property where applicable {brought down) 0
Total assets available to unsecured creditors T (23.819)

Unsecured non-preferential claims (excluding any shortfall to floating charge holders)
Landlords {28,676)

(28,676) (28,676)

Estimated deficiency/surplus as regards non-preferential creditors

(excluding any shortfall to floating charge holders) (28,676)
Shortfall to floating charge holders {brought down) (23,819)
Estimated deficlency/surplus as regards creditors (52,495)

Issued and called up caprtal

Estimated total deficlency/surplus as regards members (52,495)

Signature ”J - Date 2.0




Notes to accompany TJ Hughes (Properties) Company Limited - Statement of Affairs

We understand that the secured creditors hold cross guarantees across each group company and
therefore the full amount of the debt has been applied to the Statement of Affairs

Signature ﬂ'utw Date A O
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Appendix C Statement on Administrators charging policy for remuneration and disbursements pursuant to
Statement! of Insofvency Prachce No 9

Appendix C

Statement of Administrators' charging
policy for remuneration and
disbursements pursuant to Statement of

Insolvency Practice No. 9

Charging and disbursement policy

Administrators’ charging policy for remuneration

The Administrators have engaged managers and other staff to work on the Administrations.
The work required 1s delegated to the most appropriate level of staff taking account of the
nature of the work and the individuai's expertence, Additional assistance 1s provided by
accounting and treasury executives dealing with the Companies' bank accounts and
statutory compltance ciaries, Work carried out by all staffis subject to the overall
supervision of the Administrators.

All time spent by staff working directly on case-retated matters s charged to a time code
established for the case. Each member of staff has a specific hourly rate, which 1s subject to
change over time The average hourly rate for each category of staff over the period 1s
shown below, as are the current hourly rates used. The current hourly rates are higher than
the average rates, since hourly rates have increased over the period since the
commencement of the assignment,

A table of current charge out rates 1s included below

Current charge out rates

Previous charge cut rates

Grade Effective from 1 July 2011 | Effective to 30 June 2011
Restructuring Partner 545 520
Director 445 425
Assistant Director 390 370
Senior Executive 305- 400 290 - 380
Executive 220 -295 210- 280
Analyst 125 - 265 S0- 215
Other transaction advisory | Assistant Director 540 -700 515- 620
services Senior Executive 305 - 465 290 - 445
Executive 195- 335 185- 320
Tax Partner 1060 990
Director 610-920 580- 875
Assistant Director 585 435
Senior Executive 400 380
Executive 315 315
Analyst 60-275 60-275
intern 25 25
Advisory Assistant Director 465 445
Senior Executive 300 285
Executive 360 345
Analyst 190 180
Assurance Assistant Director 330 315
Semior Executive 220 210
Executive 115- 205 115- 205
Analyst 105-110 105




Appendix C Statement on Admenistrators’ charging policy for cemuneration and disbursemenis pursuant to

Statement of Insoclvency Practice No 9

1t is Ernst & Young LLP's policy to review the charge out rates annually on 1 July The

current charge out rates are shown above in addition to the previtous rates which applied for

the year ending 30 June 2011,

T J Hughes Limited

Summary of tme weni from 30 Juns to 3 Auguat 2011
Stuft Grace
A age
Ansistant Senlor Hourty
Par ther Diractor Director Executive Execytive Anstyst YotalHours  TimeCast  Rate
({3 4]
Jab dceaptance & Stiategy $0 o9 59 29) 04
Doy 1 ViUt 45 8T 1170 3300 449 5647 170200 301
Immeciate Tases 1% 145 19.0 7s 125 20 138 e
Bark & Stahigory Reporting L3+ 280 Wy 05 2099 nT
Property 850 50 1918 40 1m0 3228 114022 s
Owistors 50 240 290 7838 27t
Othar dasets 615 50 15 aza 123 1831 68 458 37a
Frading 210 1988 aren 3730 ITE4 14212 483349 340
Retention ol Title 5C ic 2610 29490 296 0 852 0 274918 a1
Creditons 45 s 7 1870 242 30187 o7
Investigations 0 50 449 12,225 e
Employes Matters 16 o 1439 1194 265 2913 92 139 ur
Accounting & Administeation 2¢ 44 20 jes w2 &0 159! 40 150 252
Statutory Dutles 39 15 57 A5 AT 18,089 242
VAT & Tauation 18 &2 238 7S 206 403 1354 86217 e
Ottver Matters 35 19 a5 960 1
Total Hours 2890 2348 9268 951.0 1492 1 §49 2 4 48027
Tirrw Coat (£} 149830 108,210 401,394 289 103 374,083 109 948 1 42% 847
——
Average Hourly Rate (£) 557 448 FER] nr 2%1 149 EI]
T J Hughes (Holdings) Company Limited
Summary of Hme spend trom 30 June to 5 Augnit 201 1
Staft Grade
Average
Ansistant Sanlar Hourty
Partows Dlrector Directar Caycuthbes Executive Anghyst Taotal Mours  Tiow Sont Rata
(€} {E}
Jobr Acceptarce & Sirategy 50 0.7 1.5 72 3228 448
flank & Statutory Reporting 1.0 10 3% 3%
Accounting & Adtenistration |- 15 Jio 220
Ststutory Duties s 5 718 210
Tetal Hours 30 a7 1.0 68 132
Tirree Comt (£ 2 600 298 190 1,395 4683
Aversge Hourty Rads (E) 520 a6 390 215 155
T J Hughes (Investments) Limited
Summary of tne spent from 30 June $o 5 Auguat 201 1
Statl G ace
Average
Assistany Setier Hourty
L Dlrecbs Director Executive Eracutive Analyst Total Hours  Fime Cost Rate
13 tEy
Job Acceotarce & Stateqy %0 [ 15 T2 3222 428
Bank & Statitory Reporting 1o 10 %0 390
Accountng b Adferstration 15 LS 30 220
Statutory Dubes s s 715 219
| Totd Hows 5.0 07 1.0 63 13.2
'
Tirw Cost (L) 2 600 98 390 1395 4683
—
| Average Houty Rate ([) 520 426 390 s 155




Appendix C Slaternent on Administrators charging policy for remuneration and disbursements pursuant lg

Statement of Insolvency Practice No 9

T J Hughes (Propertles) Company Limited

Summary of ttme spent fram 30 Juve to 3 Auguat 2011

Aversge Hourty Rats (L) 420 a5 390 Jos 215

Stat Craoe
Asalstont Senigr
Partrar Direcios Dhrpctor Eintutive Exscutive Antiy Total Hours  Time Cost

)
Jotr Acceplance & Stiategy 50 07 13 72 3228
Bank & Statutory Reporting 10 ¥ ] )
Propedy 20 29 610
Accountling & Administration 15 13 330
Slatutory Dutles 35 1% TIs
Totsl Hours 5.0 0.7 1.0 20 5% 15.2
Time Cost (E) 2 800 298 390 610 1395 5293

e

Average
Hourly
Rate
(£)
448

308
220
210




Appendix C Statement on Admimistrators’ charging policy for remuneration and disbursements pursuant to
Staternent of Insolvency Practice No 9

Administrators’ charging policy for disbursements
Statement of insolvency Practice No. 9 divides disbursements into two categories.

Category 1 disbursements are defined as specific expenditure relating to the Administration
of the insolvent’s affairs and referable to payment to an independent third party. Such
disbursements can be paid from the insolvent’s assets without approval from the Creditors'
Committee or the general body of creditors, inline with Statement of Insolvency Practice
No. 9, it is our policy to disclose Category 1 disbursements drawn but not to seek approval
for their payment. We are prepared to provide such additiona! information as may
reasonably be required to support the disbursements drawn.

As at 5 August 2011 Category 1 disbursements may be summarised as follows.

Category 1 £
- Travel 4,401
- Accornmodation 3,333
- Subsistence 747
- Phone and other communication bills 266
- Other 63
Total Category 1 disbursements 8,810

Category 2 disbursements are charges made by the office holder's firm that include
elements of shared or overhead costs Statement of Insolvency Practice No 9 provides that
such disbursements are subject to approval as If they were remuneration. Consequently, in
the event that a creditors’ meeting 1s not requisiticned and a Creditors’ Committee 1s not
formed, the Jont Admunustrators will seek the approval of the secured and preferential
creditors to draw Category 2 disbursements

It 15 our policy, in line with the Statement, to seek approval for Category 2 dishursements
before they are drawn To date, the following Category 2 expenses have been incurred 1t s
proposed that the Joint Administrators be permitted to draw these expenses.

As at 5 August 2011 Category 2 disbursements may be summarised as follows

Mature of expense Amount - £ Basts of charge
Mileage - own car 4,898 o __.. __Mileage s charged at 45p per mile
Photocopying 2,307 Al 2 8p per sheet for bulk copying

(such as ¢irculars to creditors) only




Appendix O Administrators’ receipts and payments account for the penod from 30 June 2011 to 22 Juty 2011

Appendix D

T J Hughes Limited

Administrators' receipts and payments
account for the period from

30 June 2011 to 22 July 2011

Stamment of
Aftairs sstimamd
Nots 1o eadtiee {Racaipta and paymants account 1 L3
30 Juns 2011
w0
22 Juty 2011 Total
t2 Recaipes
Fracing receipls
[ ] 15500000  Salea mtelpte (20508 1R
Concassion commisslon income 182807 43 182 807 43
Oxher commisskn Income T e FAIRE ]
Rantal income 440 00 440 00
Raceipts dus (e third perties a2l 028 00 823 028 0o
Totat DI B4
Bisiness rate preveyments 2081 5t 2081 51
4 5000000  Cash ot the dete of eppoiniment 4287 taz 32 AT N2
10000 Cornputer squipment
107000  Oebtors nof subject 1o fxed chame 8MT 58 anrss
3000 Fixtues and fttings
S000  Other squipment
53000 Prepayments snd other debis 55180 B3
Sundry incoms 13257 1578
Total 439002078 4 I 020. T8
Total mcelpts 24,310 492.02 14.310.492.02
12 Paymesnts
Tracing paymtents
Emgioyes casts 5 858 90) (S50 0
Inclucement to trase peyments {88 109 13) 88199 23)
Projessionsl fese (17 350 00} 7 350 00
T axpersee 343 1) @3I42311)
Marchant wenicsa commission {107 75) {107 79)
Drstribetion {8,500 {8,500 00}
Teotal (141,237 0W) {141,257 09}
Nort inding payments
Benk chames and Interesl (3nerm {13118 J0
Total {15L110.70) mINe 7o)
Distributions
Secured crocktor {1 849 578 93} (1 840 578 93}
Tatal 11,044, 570.8Y) 11,846,578 33
Total payments 12,000.934.72) (7 000 934.73)
3 Balances in hand 22,309 557 10 22,309,357 30
Repressnind by
Camth wt benk ROATIAS
Cash i tranart 4 050 037
VAT raceivetis / (pyabie) (3755 274 78)
1,308,587 X%
Notex
t This secaipts and payments sccound I8 shown net of VAT
2 Thea raceipts and pryments account has boen preparsd on 8 cash besrs end doss not refect debty NOt collactad o Nataitien not pad
3 AN furcis ary heid in interest bearing sccounts
4 Cash =i date of aproinimant |s stated net of chamebeck resenes reimned by Barclays Merchent Senices and Amex
5 The Staternent of Aftairs estimated 10 resise fgurs in reepect of sates recetpts o the Diiscion: setimated reksabie waiod of the Cormpany 1 $10¢Kk belanca af the dste of appontment

There have been no receipts or payments 1n Holdings, Properties or investments during the
period 30 June 2011 t0 22 July 2011,
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