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Introduction

This report is addressed to the creditors of Country Foods Limited ("the Company™)
and incorporates the Joint Administrators' proposals. These proposals are to be
considered by the creditors' meeting called pursuvant to Paragraph 51 of Schedule
B1 of the Insolvency Act 1986 to be held at the offices of BDO Stoy Hayward LLP,
Commercial Buildings, 11-15 Cross Street, Manchester M2 1BD on 0 February
2007 at 2.00pm.

Creditors may approve the proposals with or without modtfications subject to the
Joint Administrators' agreement to any such modifications. [f the creditors reject
the Joint Administrators' proposals a report will be sent to the Manchester County
Court confirming that the creditors have rejected the proposals. The Court may
then discharge “the ~ Administration and make consequential directions.
Alternatively, it may adjourn the hearing or make some other Order as it thinks fit.

If the Joint Administrators' proposals are agreed at the meeting of creditors the Joint
Administrators will continue to control the business of the Company to the extent
that it has not been transferred. The Joint Administrators would at some later date
arrange for the Company to exit from the Admimistration, as agreed by the
creditors. Based on the information presently available and the current situation the
Joint Administrators’ proposal is that the Conipany proceeds into Creditors’
Voluntary Liquidation should realisations be sufficient to allow a distribution to
non-preferential creditors. Alternatively, should realisations not be sufficient to
make a distribution to non-preferential creditors, the Administrators will arrange for
the Company to be dissolved.

Events leading up to the Appointment of Joint Administrators

The Company was incorporated on 14 October 2005 as Hamsard 2961 Limited and
acquired the business and assets of Country Foods Limited in Administration from
Grant Thomton on 6 January 2006. Under the terms of the sales contract, the
Company purchased the trading name and was subsequently, re-named Country
Foods Limited on 11 January 2006.

The Directors at the time of my appointment were Ged O'Neill and Simon R M
Phillips who were appointed on the 29 December 2003,

The Company commenced trading upon acquisition from its registered office
address at the leasehold premises situated at Abenbury Way, Wrexham Industrial

Estate. The Company’s principal activities were the preparation of frozen ready
made meals for the airline, retail and care home industries.




CFH Limited is the sole shareholder of the Company, details of which are shown at
appendix 1 of this report. Ultimately the investment for the acquisition of the
business came from Root Capital LLP ("Root"), who have a Debenture dated 24
January 2006 over the Company. In addition Euro Sales Finance Plc ("ESF")
provided working capital facilities in respect of the confidential invoice discounting
facility, stock and asset finance who also have a Debenture dated 24 January 2006.
A deed of priority was granted in favour of ESF.

The nature of the business was of a seasonal nature due to the increased air travel
from April to September. Predominantly the airline and retail sectors accounted for
95% of the Company's tumover of which the airline sector provided greater gross
margins.

No audited accounts have been produced for the Company, although extracis from
‘the Company’s management accounts can be summarised as follows:

Cumulative to Cumulative to Cumulative to
March 2006 September 2006 October 2006
£000’s £000°s £000°s
Turnover 2,371 9,021 9,891
Gross Profit 332 1,531 1,687
Gross Margin 14% 17% 17%
Operating Profit / :
{loss) (571) (1,109) (1,215)
Pre Tax Profit/(Loss) (1,037) (1,845) (1,998)

‘Management accounts prepared by the Company reported that for the three months
to March 2006 the company generated a turnover of c£2.4m generating an
operating loss of £571k. After accounting for start-up costs and interest the
Company reported a net loss of c£1m. Funding was provided by ESF and £855k
from Root.

The following six months to September 2006 reported an increase in the turnover
due to the increased production in the airline sector. Albeit turnover had increased
the Company was unable to delivery the required margins to generate an operating
profit from its trade. In the nine months to September 2006 tumover was c£9m
generating an operating loss of £1.1m. After accounting for interest and start-up
costs the Company had reported a loss of £1.8m.

Cash flow pressures had begun to affect the Company as no further investment had
been received to fund the losses and the Company's working capital facilities were
at their limit. Revised financial information indicated that the working capital
requirements for the Company was significantly higher than had originally been
anticipated. :




Management accounts for the 10 months to October 2006 showed little
improvement. Given the cashflow pressures the Company could no longer continue
trading without significant cash investment. -

As a result of these findings the Directors sought professional advice from BDO
Stoy Hayward LLP.

Forecasts were produced by the Company detailing sales for 2007 could exceed

£12m, however even at this level the Company required immediate funding in
excess of c£500k.

BDO Stoy Hayward LLP held a meeting with the Company’s investor Root and the
Directors to establish if a further investment could be achieved. Following this
meeting Root indicated that they would no longer be able to support the Company,
having invested circa £1.4m to date.

Having considered all options available the Directors and Shareholders together
with the secured lenders concluded that the optimum outcome for the Company was
to offer the business and assets for sale on a going concern basis. The decision was
taken to discreetly market the business for sale to be effectively negotiated in
anticipation of the appointment ot Administrators-by the Directors, with the consent
of the floating charge holders. A notice of intention of Appuiiiiricii-was obtained
and filed in court on 23 November 2000,

Dialogue was held with interested parties with a formal offer received late on
24 November 2006 to purchase the business and assets on a going concern basis
from a venture capital company.

Contracts were issued on 1 December 2006 with a request that completion took
place during the week commencing 4 December 2006. Unfortunately negotiations

proved unsuccessful culminating in the offer being withdrawn on 5 December
2006.

On the 6 December 2006 a Directors application was made for the appointment of
Joint Administrators pursuant to paragraph 22 of Schedule Bl of the Insolvency
Act 1986 following which Dermot Justin Power and Toby Underwood of BDO
Stoy Hayward LLP were appointed Joint Administrators.

At Appendix 1 is a record of the names of the Company’s directors and company
secretary together with details of their shareholdings.

Statement of Affairs and statutory information

A statement of affairs has not yet been prepared by the directors, but it is hoped that
a summary statement of affairs will be provided in due course. A schedule showing
amounts due to suppliers as at the date of my appointment according to the
Company'’s purchase ledger is attached at Appendix 3.

Also attached at Appendix 2, is our latest receipts and payments account including
an estimated outcome statement.




6.1

Prescribed Part

Under the provisions of Section 176A of the Insolvency Act 1986 the Joint
Administrators must state the amount of funds available to unsecured creditors in
respect of the prescribed part.

This provision applies where the Company has granted a floating charge to a
creditor after 15 September 2003.

Based on current information we estimate that approximately £49,000 will be made
available to unsecured creditors.

Achieving the purpose of the Administration

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

(a) The first objective is the rescuing of the company as a going concern. This
objective was not possible to achieve given the significant levels of losses
incurred and creditor levels.

(L) . With recard to the second objective of achieving a better result for the
Company's creditors as a whole than would be likely if the company were
wound up (without first being in administration). The business and assets of
the Company were sold on a going concern basis following our appointment
(see 6.2) and, therefore, this objective has been achieved.

(c) The final objective is realising property in order to make a distribution to
one or more secured or preferential creditors and we can advise that this
objective is also expected to apply.

Management of the Company's Affairs Since the Joint Administrators'
Appointment

Administrators Strategy

As noted above, following a review of the financial information and discussions
with the Directors, Shareholders and secured lenders the preferred route was to
negotiate a sale of the business as a going concern. Unfortunately negotiations
proved unsuccessful and we were unable to perfect a sale of the business as a going
concern prior to our appointment of Administrators.

Following our appointment we reviewed the Company’s position with particular
focus to its financial and resource requirements. This assessment was carried out in
liaison with the management of the Company having regard to the Company's
ongoing business commitments and the anticipated cashflows.

It was apparent that the Company would be unable to trade in Administration given
the lack of funding, arrears of wages and current stock levels. Without any offers
for the business the administrators commenced an orderly wind down of the
Company.




6.2

6.3

Plans were discussed ‘with the Director to reduce the workforce and retain a
skeleton staff of 15 to assist in book debt collection, retention of title claims, sale of
finished goods stock and the orderly shut down of the plant.

In order to preserve the goodwill of the business in the short term and the debtor
ledger we commenced negotiations with the customers for the sale of the finished
goods stock the majority of which was branded. In this period sales of c£17,000
were achieved.

Sale of the Business

Following our appointment and just prior to the administrators staff making
redundancies in accordance with the wind down programme discussed above
negotiations recommenced with the venture capital company under the previous
terms and conditions. On 11 December 2006 a going concern sale was achieved to
the venture capital company Hamsard 3033 Limited, a vehicle set-up to purchase
the business and assets. The proceeds of sale are summarised below:

£

Customer Contracts 1
Goodwill 1,000
Intellectual Property 1
Plant 290,000
Stock 240,000
Office Equipment : 3,997
Transferred Records 1

535,000

The consideration in respect of the assets (accepted following advice from our
agents), was paid immediately upon completion.

The purchaser retained all of the Company’s employees and settled salary arrears
for the month of December which has resulted in the avoidance of employees’
preferential claims in the Administration of approximately £94,000.

Under the terms of the sale agreement, it is also the responsibility of the purchaser
to deal with all retention of title and other third party claims. We are aware that the
purchaser is dealing with these claims.

In addition, the Administrators granted a six month licence to occupy the former
leasehold premises of Country Foods Limited.

Book Debts

The debtor ledger is subject to a fixed charge in favour of ESF and at appointment
the ledger totalled at £1.8m of which c¢£500k has been collected to date. We are
continuing to collect the ledger for the benefit of ESF. Based on current estimates
it is unlikely that there will be a surplus available to unsecured creditors.




6.4

Creditors' claims
Secured Creditors

The following creditors hold security in respect of the Company:

Creditor Date of Type of Security Asset(s) Secured
Registration

National 15 March 2006 Mortgage Fixed and Floating

Westminster Bank Debenture charges over all assets

plc

Euro Sales 24 January 2006  Fixed & Floating All Assets

Finance ple Charge

Root Capital ple 24 January 2006 Mortgage All assets

Debenture
Euro Sales 20 January 2006  Chattel Mortgage  Specific production
Finance plc equipment held at the

premises at Abenbury
Way, Wrexham

At the date of our appointment ESF were owed £1.8m comprising £1.24m
(excluding termination charge) in respect of the debtors, £285k stock finance and
£255k asset finance. Root Capital are owed approximately £1.4m. National
Westminster Bark are owed approximately £2k following an overdrawn balance on
the current account. At the present time, it Is not certain whether ESF will be
repaid in full as it will be dependant on the book debt collection. Due to the deed
of priority in place Root will not be repaid.

Preferential Creditors

Employees’ preferential claims arising in the Administration are uncertain at this
stage as it would appear that a number of employees who were made redundant by
the Company in September 2006 and have not received their full entitlement.

Non Preferential Creditors

The creditors' claims notified to us to date are summarised overleaf:

£000°s

Trade and Expense 854
Iniand Revenue (PAYE) 500
1,354

Based on current information, a dividend to non-preferential creditors would appear
to be minimal, taking into consideration the level of funds available under the
prescribed part.




6.5

10

Rescue of the company

As detailed above, the business and assets of the Company were sold on a going
concern basis on 11 December 2006.

EC Regulations on Insolvency Proceedings

We are required under the Insolvency Rules 1986 to state whether and if so the
extent to which the above regulations apply to this Administration. In this particular
case the EC Regulation will apply in respect of this Administration and these
proceedings will be main proceedings as provided by Article 3 of the aforesaid
Regulation.

Joint Administrators’ Remuneration

Kindly note that under the terms of the Insolvency Rules 1986 the Joint
Administrators are obliged to fix their remuneration in accordance with Rule
2.106(2) of the Insolvency Rules 1986. This permits remuneration to be fixed
either as a percentage of the value of the property with which the Joint
Administrators have to deal or alternatively by reference to the time the Joint
Adinimistrators and their staff have spent attending to matters in this administration.

In respect of this Administration we wish to ask creditors to approve our
remuneration from the 6 December 2006 on a time costs basis. Attached at
Appendix 4 is a schedule that summarises the time that has been spent in
administering this matter since the 6 December 2006, up to the 19 January 2007.
This shows a total of 254 hours at an average charge out rate of £163.09 per hour.

Included within the proposals below is a resolution regarding the Joint
Administrators’ remuneration, although if a creditors’ committee is appointed the
approval of the Joint Administrators’ remuneration will be the committee’s
responsibility. For your guidance we attach a Creditors’ Guide to Fees together
with a document that outlines the policy of BDO Stoy Hayward LLP in respect of
fees and disbursements.

Possible Outcomes for the Company and Creditors

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

Statement of Proposals Under Paragraph 49 of Schedule Bl of the Insolvency
Act 1986

In accordance with Paragraph 49 of Schedule B of the Insolvency Act 1986 the
Joint Administrators make the following proposals for achieving the purpose of the

I—— 7




Administration. Approval of these proposals will be considered by the meeting of
creditors to be held on 6 February 2007.

Formal Proposals - the Joint Administrators propose that :

(a) they continue to manage the Company’s affairs and realise assets in
accordance with objective two as the statutory purpose of the
Administration.

(b)  if realisations are sufficient to allow a distribution to non-preferential
creditors, to exit the Administration by way of a Creditors” Voluntary
Liguidation and that Dermot Justin Power and Toby Underwood will be
Joint Liquidators.

N.B. Under paragraph 83(7) of schedule B1 of the Insolvency Act 1986 and
Rule 2.117(3) creditors may nominate different liquidators, but m the
absence of such nomination the above named would become the ltquidators.

Should realisations not be sufficient to make a distribution to unsecured
creditors, once all assets have been realised and distributed in the
Administration, the Administrators arrange for the Company to be dissolved ©
under the provisions of paragraph 84 of schedule Bl of the Insolvency Act
1986.

{c) they consider, and if thought fit, to appoint a creditors’ committee to assist
the Joint Administrators (such committee must comprise of between two
and five creditors).

In the absence of a creditors’ committee, to:

Approve the remuneration of the Joint Administrators since the 6 December
2006 on the basis of time properly spent by their staff in attending to matters
arising in the Administration based on time costs from 6 December 2006 of
£41,432.20.

(d)  Approve that the Joint Administrators of the Company be discharged from
liability, pursuant to paragraph 98 of schedule Bl to the Insolvency Act
1986, in respect of any action of each or both of them as Administrators 14
days after the cessation of their appointment as Administrators

Dated: 23 Januéry 2007

/ Dermot Justin Power
Joint Administrator

tp/rp/nc/261O/para S1/C6
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Country Foods Limited
In Administration

Statutory Information

Company Number: 05592910
Date of Incorporation: 14 October 2005
Address of Registered Office: Commercial Buildings, 11-15 Cross Street,

Manchester, M2 1BD

Formerly Abenbury Way, Wrexham Industrial
Estate, Wrexham, LL13 9UZ

Director: Ged O'Neill —29/12/2005 to date
Simon R M Philips — 29/12/2005 to date
"""""""" ' Alan Leonard Jeyes — 29/12/2005 to 07/07/2006

Company Secretary: Ged O'Neill
Nominal Share Capital: £100 - divided into 100 ordinary shares of £1 each
Registered Shareholders: No of £1 ordinary shares held

CFH Limited 1
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Country Foods Limited
Estimated Outcome Statement as at 23 January 2007

Receipts &
Payments to Date Future £ Final £

ASSETS SUBJECT TO FIXED CHARGE
Debtors Ledger (Euro Sales) 0 1,275,000 1,275,000
Plant & Machinery (Euro Sales) 0 290,000 290,000
Available under Fixed Charge 0 1,565,000 1,565,000
Fees - BDO Stoy Hayward LLP (25,000) (25,0000
Legal costs (5,000) (5,000)
Agents Costs (2,500) (2,500)
Due to Fixed Chargeholder - Plant & Machinery (254,500) (254,500)
Due to Fixed Chargeholder - Book Debts {inc termination charge) (1,302,803} (1,302,803
Surplus / (deficit) under Fixed Charge 0 (24,803) (24,803)
ASSETS SUBJECT TO FLOATING CHARGE
Goodwill 1,000 0 1,000
IP . 1 0 !
Customer Contracts i 1 0 1
Transferred Records ) T 1 ] 1
Office Equipment 3,997 0 3,997
Stock 240,000 0 240,000
VAT refund 55,069 0 55,069
Surplus Available to Preferential Creditors 300,069 0 300,069
Costs - Estimated
Fees - BDO Stoy Hayward LLP 0 25,000 25,000
Administration expenses 10,000 10,000
Agents costs ] 17,500 17,500
Lawyers 0] 20,000 20,000
PREFERENTIAL CREDITORS Nil Nil Nil
Available to Prescribed Part 300,069 72,500 227,569
Prescribed Part (63.014) (48,514)
Available to Floating Charge Creditors 237,055 179,055
Floating Charge Creditors
Eure Sales Charge (deed of priority)
Euro Sales - Stock finance (284,152) (284,152)
Euro Sales - Surplus/(Shortfall) on Fixed Charge Assets -0 (24,803)
Surplus/ (Shortfall) to Euro Sales Finance (47,097) (129,900
Root Capital (1,362,330} (1,362,330}
National Wesiminster Bank plc (1,670 (1,670)
Surplus / (Deficit) to Unsecured Creditors (1,411,097) (1,493,900)

NB: The above figures are estimated Administrator's costs, expenses, Legal fees and Agents costs

GAMBRSCASES 2600-2699:26 10'Pasa 51 reportEstimated Outcome statement - report x15[Country Foods Limited)

11:25 23/01:2007
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Appendix 4

Country Foods Limited

Time Cost analysis, A Creditors’ guide to Administrators’ Fees and BDO Stoy Hayward
LLP fee policy.
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BDO Stoy Hayward ' A CREDITORS’ GUIDE TO ADMINISTRATORS’ FEES
1 Introduction

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

2.1

3.1

4.1

4.2

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

The nature of administration

Administration is a procedure which places a company under the control of an insolvency practitioner and the
protection of the court with the following objective:

. rescuing the company as a going concern, or

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

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

» - realising property in order to make a distribution to secured or preferential creditors.

The creditors’ committee

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

" Fixing the administrator’s fees

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

. as a percentage of the value of the property which the administrator has to deal with, or

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

It is for the creditors’ committee (if there is one} to determine on which of these bases the remuneration is to be
fixed and, if it is fixed as a percentage fix the percentage to be applied. Rule 2.106 says that in arriving at its
decision the committee shall have regard to the following matters:

. the complexity (or oth;:rwise) of the case;

. any responsibility of an exceptional kind or degree which falls on the administrator;

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

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

If there is no creditors’ committee, or the committee does not make the requisite determination, the
administrator’s remuneration may be fixed by a resolution of a meeting of creditors having regard to the same
matters as the committee would. If the remuneration is not fixed in any of these ways, it will be fixed by the
court on application by the administrator.
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4.3 There are special rules about creditors’ resolutions in cases where the aéminisﬁator has stated in his proposals

that the company has insufficient property to enable a distribution to be made to unsecured creditors except out
of the reserved fund which may have to be set aside out of floating charge assets. In this case a resolution of
the creditors shall be taken as passed if, and only if, passed with the approval of —

. each secured creditor of the company; or

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

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

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

4.4 A resolution of creditors may be obtained by correspendence.
5 What information should be provided by the administrator?

5.1 When seeking fee approval

1,
5.1.1  When seeking agreement to his fees the administrator should provide sufficient supporting information to

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

. the nature of the approval being sought;
. the stage during the administration of the case at which it 1s being sought; and
. the size and complexity of the case.

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

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

. Pre Appointment Matters

. Steps upon Appointment

) Planning and Strategy

. General Administration

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

5.2

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

. Partner

. Manager

. Other senior professionals
. Assistants and support staff

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

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

admunistrator wishes to make.

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

. Any existing agreement about fees.

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

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

Where the fee is charged on a percentage basis the administrator shouild provide details of any work which has
been or is intended to be sub-contracted out which would normally be undertaken directly by an administrator
or his staff.

After fee approval _ N

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

Page 3 of 4 Rev. July 2004




BDO

BDO Stoy Hayward A CREDITORS’ GUIDE TO ADMINISTRATORS’ FEES

5.3

6.1

7.1

8.1

8.2

Expenses and disbursements

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

What if a creditor is dissatisfied?

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

What if the administrator is dissatisfied?

If the admiinistrator considers that the remuneration fixed by the creditors’ committee i insufficient he may
request that it be increased by resolution of the creditors. If he considers that the remuneration fixed by the
committee or the creditors is insufficient, he may apply to the court for it to be increased. If he decides to apply
to the court he must give at least 14 days’ notice to the members of the creditors’ committee and the committee
may nominate one or more of its members to appear or be represented on the application. If there is no
committee, the administrator’s notice of his application must be sent to such of the company’s creditors as the
court may direct, and they may nominate one or more of their number to appear or be represented. The court
may order the costs to be paid as an expense of the administration.

Other matters relating to fees
Where there are joint administrators it is for them to agree between themselves how the remuneration payable
should be apportioned. Any dispute arising between them may be referred to the court, the creditors’

committee or a meeting of creditors.

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

Tp/rw/nc/261/ab
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In accordance with best practice I provide below details of policies of BDO Stoy Hayward
LLP in respect of fees and expenses for work in relation to the above insolvency.

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

GRADE £
Partnerl 37N
Partner2 334
Director 273
Senior Manager 252
Manager 232
Assistant Manager 173-198
Senior Executive 146
Executive 133 E—
Cashier 129
Junior Executive 118
Cashier 133
Trainee 84
Support staff/Secretary 54-68

The rates charged by BDO Stoy Hayward LLP, Commercial Buildings, 11-15 Cross Street,
Manchester, M2 1BD are reviewed in December and July each year and are adjusted to
take account of inflation and the firm’s overheads.

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

Pre Appointment

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

Distribution and Closure
Other Issues.

Under each of the above categories the work is recorded in greater detail in sub categories.
Please note that the 11 categories provide greater detaill than the six categories
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recommended by the Recognised Professional Bodies who are responsible for licensing
and monitoring insolvency practitioners. : '

Where an officeholder’s remuneration is approved on a time cost basis the time invoiced to
the case will be subject to VAT at the prevailing rate.

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

Other Costs

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

Category 1

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

A further disbursement under this heading is the cost of travel where staff use either their
own vehicles or company cars in travelling connected with the insolvency. In these cases a
charge of 40p per mile is raised which is in line with the Inland Revenue Approved

Mileage Rates (median — less than 10,000 miles per annum) which is the amount the firm
pays to staff.

Where applicable, disbursements will be subject to VAT at the prevailing rate.

Category 2

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

BDO Stoy Hayward LLP
23 January 2007




