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Dear Sir/Madam

VERTAL LIMITED
(IN ADMINISTRATION) (“THE COMPANY/VERTAL")

1. Introduction

Further to my appointment as Joint Administrator of the Company on 21 June 2012, I write to
inform creditors of the conduct of the administration to date and to set out the Joint Administrators’
proposals under Paragraph 49 of Schedule Bl to the Insolvency Act 1986 ("Sch B1 IA '86")

Immediately following my appointment the business and certain assets of the Company were sold to
Riverside Bio Limited, a connected company, for a total consideration of £45k. All employees of the
Company transferred to the purchaser upon completion in accordance with the Transfer of
Undertakings (Protection of Employment) Regulations 2006 ("TUPE™)

I set out below the background and explanation of why a pre-packaged sale of the business and
certain assets was completed immediately following my appointment

The following information 1s attached:

= Appendix A Statutory information about the Company and the Joint Admirustrators

together with details from the Company
Appendix B Joint Admunistrators’ receipts and payments account to date

e Appendix C Joint Admurustrators' proposals

e Appendix D Schedule of Jomt Administrators' time costs to date incorporating the Joint
Admunistrators’ charge out rates

s Appendix E Schedule of pre-appointment Joint Administrators’ costs

s« Appendix F Estimated Statement of Affairs for the Company including a list of creditors
names and addresses

2. Background and circumstances giving rise to the appointment of administrators

The Company operated n the organic composting sector, and traded from leasehold premises In
Mitcham, Surrey. Following an eighteen month set up and installation period It commenced trading
In 2010 and established itself as London’s largest food waste recycling plant  The plant received
over 50,000 tonnes of local authority and commercial source-segregated waste per annum, with a
capacity to receive up to 100,000 tonnes

FRP Advisory LLP Is ncomornated n Englandt ond Wales Lnder the Limited Lioblity Pornerships Ast 2000 o5 0 Limited Liobilty Parnersh Parinershp N
556
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There was high investment in plant and machinery to achieve this capacty. A total of £5.2m was
invested n tangible assets over the period to Aprl 2012, of which the initral cost in 2009 was £3.4m.

Turnover in the first full year of trading was £806k, increasing by £991k to £1.8m in the 2011
financial year, when 33,000 tonnes of food waste were processed. A cumulative loss of £8.7m was
incurred In the period to November 2011, Due to the effect of economies of scale, forecasts
prepared by the directors indicated the plant needed to process approximately 75,000 tonnes per
annum to achieve maximum operating efficency and positive cash flow.

The losses and capital expenditure were financed by financial support from shareholders through
equity injections and loans. Worling capital was provided by means of an invoice discounting
facility.

The Foresight Group (“Foresight™), an investment fund and the majority shareholder, provided the
bulk of the funding of approximately £13m over the duration of the business. This funding was for
the purchase of fixed assets, other set-up costs and to support working capital over the Iife of the
business because of the losses being incurred  Funding was secured by a debenture

Foresight also acted as security trustee for a number of other individual investors.

Additional funding was provided by Clydesdale Bank Plc (“Clydesdale/the Bank”) by way of a
confidentia! invoice discounting facility and a term loan of £400k. The Bank was also granted a
debenture and a Deed of Prionty was executed between the Bank and Foresight

Because the business was not able to attain the required throughput of waste, It was unable to ever
achieve break-even or profitability and this ultmately sealed its fate

As late as May 2012 the run-rate of losses was approximately £200k per month although the level
had reduced and forecasts indicated the business would achieve break-even towards the end of the
2012 financial year.

Foresight had begun to question the ultmate viability of the business and whether further support
could be ustified and informed the directors of their concerns over the preceding months. Because
of the falure of the business to meet its previous forecasts it appears that Foresight finally
concluded that 1t could no longer justify any further support to the business and it informed the
directors of this conclusion around the latter part of May 2012, however it informed the board it
would provide additional financiat support to provide the board time to locate a purchaser and/or
investor for the business.

When the directors informed the Bank of Foresight’s decision it also began to reduce its exposure to
the business and suspended the invoice discounting facility.

At this stage Foresight introduced FRP Advisory LLP to the board in order to provide the board with
advice in locating an investor and/or purchaser for the business. We met with the board on 8 May
2012 and were mnstructed on 14 May 2012 to begin marketing the business to the distressed
investor community whilst the directors approached competitors in the sector.

To protect the business and assets from legal processes whilst an investor and/or buyer was sought,
particularly from the nisk of distraint by HMRC and/or the landlord, we advised the directors to file a
Notice of Intention to Appoint an Admimistrator ("NOI"} and this was filed at the High Court on 31
May 2012 with Jason Daniel Baker and Simon Elliott Glyn of FRP Advisory LLP being the proposed
Administrators The NOI brought into effect a statutory moratonum on ail legal processes (except
with leave of the court) for a period of ten business days.




All of the potential investors that were approached decided the business was not viable and they
withdrew from the process The discussions by the directors with competitors about potential
investment and/or increasing the throughput of waste into the plant were also unsuccessful.

However, the directors had been in discussion with the landlord, which was a company controlled by
a former director and shareholder of Vertal, this being Mr Paul Killoughery about whether he would
be interested in acquinng the business and assets because as well as bemng the landiord, Mr
Killoughery controlled other businesses that were customers of and suppliers to the Company.

Mr Killoughery informed the directors that he might be prepared to make an offer for the business
and assets and discussions ensued with the directors, to whom we provided advice on certain
aspects throughout the negotiations, about the terms of an offer that would be acceptable to the
secured lenders but also guidance on what was appropriate in respect of creditors’ interests

A second NOI was filed by the directors at the High Court on 18 June 2012 to enable these
negotiations to be concluded, an appontment made and a sale of the business and assets executed
to a connected party (details of the sale are provided below) Consent to the appointment was
obtained from the qualifying floating charge holders.

Jason Daniel Baker and Simon Ellott Glyn were duly appointed as Joint Administrators by the
directors on 21 June 2012 n accordance with Paragraph 22 of Sch B1 IA'86 The appointment of
the Joint Administrators included a declaration that during the period of the administration any act
required or authorised under any enactment to be done by an administrator may be done by etther
or both of the Administrators acting jointly or alone

Statutory information about the Company and the Joint Administrators together with details from
the Company are provided at Appendix A.

Valuation of assets

GVA Grnmley Limited ("GVA™) was engaged by the Company to prepare an inventory of the assets
and prowide a valuation under a going concern and breakup bases. The advice obtained from GVA
was that on a break-up basis the costs to decommission and transport the plant and equipment
would substantially outweigh the value that could be obtained for it, which they estimated could be
approximately £100k although they noted that as the plant was specialst it would be of littie interest
to anybody outside of the sector, and that therefore, the level of potential interest would be low.
GVA further commented that 1n the above circumstances and taking into account the high nisk of
potential environmental impact and the high cost If the plant had to be shut-down and
decommussioned, that even achieving a nominal amount for the assets in a going concern sale would
be beneficial under all circumstances to a shut-down,

In addition to the plant and equipment, the other asset (apart from goodwill which was valued at
£1) was the debtor ledger which the directors confirmed amounted to approximately £587k on the
date of administrabion.

The recovery of this ledger 15 uncertain because there are a number of debts which are either aged,
potentially disputed or where debtors have claimed set-off, however it 1s expected that whatever
value 1s achieved will be substantially higher than the recovery If the business had ceased trading
and not been sold.

Swid
'



Marketing undertaken and offers received for the business and certain assets

Advertisernents were placed on the IP-Bid.com website and information was prepared and circulated
to some forty parties either identified by the directors as potentially being interested in acquiring the
business, or whose detals were held on the FRP database, together with those who expressed an
interest through IP-bid com. Non-disclosure agreements were receved from eight parties and an
information memorandum was issued to these parties.

These parties were requested to confirm In writing by close of business on 11 June 2012 that,
subject to further investigations, they had a bona fide interest in making a proposal to acquire the
business and assets and they would be able to conclude a transaction by 14 June 2012.

Only two offers were received on a going concern basis as follows.

1.

™

A_competitor business

An offer of £1 was received from a competitor on the basts that as it would be taking over any
potential environmental liabilities and the business was losing approximately £200k per month
there was no value in the business. A condition of the offer was that agreement with the
landlord would have to be reached about an assignment of the lease, however a pre-condition
was a rent free period of mine months. This offer was not considered to be acceptable by either
the directors or the secured lenders, however discussions were had between the potential
purchaser and the landlord but agreement could not be reached on the terms of an assignment
of the lease.

Mr Killoughery through his company Riverside Bio Limited (“Riverside™

Mr Killoughery had an interest in the business continuing because he did not want his company,
as landlord, to lose a tenant and perhaps more of a concern was that, n the absence of an
administrator or a liquidator, the landlord would have to organise the removal of plant and
equipment from the site, resolve any potential environmental impadt, all of which would have
taken many weeks and costs would have not been insubstantial

Mr Killoughery informed the directors, to prevent a cessation of trade he would be prepared to
make an offer for the business and assets

An intial offer was received whereby £50k would be paid for the business and assets but a
condition was the purchaser would be authonised to collect the book debts for a commussion of
20% on all recoveries and that the first £50k received from debtors would be repaid to the
purchaser. This proposal meant that the purchaser would be able to recoup the consideration of
£50k from the debtor recovenies and would also be entitled to commission from book debt
recoveries above this figure.

Mr Killoughery was informed this was not an acceptable offer, the Bank also confirmed it would
not approve a commission amount of 20% for collection of the book debs.

Following numerous discussions over a number of days a final offer was received from Mr
Killoughery on 14 June 2012 whereby £45k would be pad for the business and assets on
completion and the book debts would be collected by the purchaser on a ratchet basis as
detalled further below

This offer was referred to GVA for therr recommendation. In view of the marketing exercise
undertaken and only one other offer being received (which was in any event not acceptable), they
recommended acceptance.




Prepack strategy and alternatives considered

The decision to sell the business and assets by a pre-pack was because It would provide greater
realisations, a fact confirmed by our agents, but also on commercial grounds because cash losses
were running at £200k per month, and these could not be funded, and also because our agents had
informed us that there was a potential high nisk that there would be environmental impacts, and
associated costs from continung to trade over and above the cash losses, which could not be
estimated, and furthermore if the business could not be sold there would be substantial
decommissioning costs and environmental 1ssues which could potentially could be the personal
responsibility of an administrator.

Consequently, although a trading administration was considered, because of the above factors it
was not a realistic option.

The directors considered hquidation as an option, however the disbenefit of this would have been
trading would have ceased on appointment of a lquidator and all employees’ contracts would have
been terminated by operation of law.

The directors considered a Company Voluntary Arrangement, however since Foresight and the Bank
had withdrawn funding to the business there was no possibility of the continuing trading because 1t
did not have any working capital and this precluded this option.

Finally, administrative receivership was not an option as the qualfying floating charges were all
registered after 15 September 2003, which is the date by which a qualifying floating charge must be
registered for an administrative recewver to be appointed

Consultation with major creditors

The Bank and Foresight were regularly informed of the position of the business and the status of
sale negotiations Due to commercial sensitivities we were not in a position to consult with any
major suppliers as this may have had an adverse effect on the ability to complete a sale of the
business and assets.

Appointment of joint administrators and sale of certain of the business and assets
A sale of the business and assets, on a going concern basis to Rwerside (a connected party

purchaser) for a total consideration of £45k was achieved. The sale consideration was apportioned
as follows.

Asset Total
£

Equipment 39,000
Work in Progress 1
Business Contracts 1
Goodwill and Business Information 1
Property 1
Environmental Licences 1
Inteilectuzal Property Rights 1 -
Stock 994
Motor Vehicle 5,000
Total 45,000

Under the terms of the sale and purchase agreement ("SPA"), the full balance of the sale
consideration was paid on completion




For a period of three calendar months following completion, the purchaser was appointed an agent
of the Company to use Its reasonable endeavours to enforce payment of and collect the book debts
in the normal and ordmnary course of the business carned on by the Company. Riverside shall be
entitled to apply and retamn the following commission:

i On book debts collected up to and Including a cumulative total of £200k, 5% of all sums
coliected;

n. On book debts collected over £200k and up to a cumulative total of £300k, 7 5% of all
amounts collected, and

m. On book debts collected over and above a cumulative total of £300k, 10% of all amounts
collected.

All employees were transferred to the purchaser upon completion in accordance with TUPE.
Consequently, there have been no redundancies as a result of the administration and sale of the
business.

On 20 June 2012, prior to the Company entering admumstration, William Carr, who in addition to
being a director was also an employee of the Company, provided written confirmation that he did
not wish his contract of employment and his nights, powers, duties and labiibes under or in
connection with it to transfer to the purchaser.

Paul Killoughery, a former director who resigned from his position on 14 December 2011, was
appointed as a director of Riverside on 18 June 2012. According to the Company’s financial
statements and other documents filed with the Registrar of Companies, Mr Killoughery held 213,615
ordinary shares (4.3% of the total shareholding) at 31 May 2012, There are no other prior
connections between Riverside with either the Company or its directors or shareholders. The
purchaser was independently advised throughout the sale process.

No director has given guarantees for amounts due from the Company to a prior financier that 1s
funding the new business, and there are no options, buy-back arrangements or similar conditions
attached to the SPA

The conduct of the administration
The objectives of the administration were;

a) to rescue the Company as a going concern, falling which

b) to achieve a better result for the Company's creditors as a whole than would be hkely if the
Company were wound up (without first being in administration), failing which

c) to realise property in order to make a distrbution to one or more secured or preferental
creditors.

It 1s for the reasons set out above that objectives a) and b) cannot be achieved, although objective
) 15 expected to be achieved. This will be done through the protection of the book debts through
continued supply to the Company’s customers There 15 not expected to be a return to the
unsecured creditors however the overall position of the creditor profile will be better than on a
liguidation as there will be no preferential creditors, as the employees have transferred to the
purchaser (with the exception of the directors who have compromised ther nghts), and
approximately £250k of potential environmental habilites were passed on to the purchaser.

The only assets remaining to be realised in the admimstration are the book debts which are to be
collected by the purchaser on the terms as stipulated above In addition there were several book
debts totalling £39k that were not assigned to Clydesdale under its invoice finance agreement The
recovery of these amounts 15 uncertain as they are either disputed or potentially subject to offset.
We are currently iaising with these debtors and an update regarding the recovery of these debts will
be provided in my progress report later this year.




Since their appointment, the Joint Administrators have further assisted in the assignment of various
environmental permits to the purchaser.

A copy of the Joint Administrators’ receipts and payment account for the Company to date 15
attached as Appendix B which i1s self-explanatory.

Joint Administrators’ proposals

The Joint Administrators’ proposals 1n accordance with Paragraph 49 of Sch B1 IA '86 to achieve the
remaining purpose of the administration as detailed above are attached as Appendx C.

Craditors’ meeting

Based on information currently available, the Joint Administraters think that the Company has
nsufficient property to enable a distribution to be made to unsecured creditors. They are therefore
not required to call creditors’” meebings pursuant to Paragraph 51 of Sch B1 IA '86. The Jont
Administrators must however summon a meeting If requested to do so by creditors whose debts
amount to at least 10% of the total debts of the Company. The request must be in the prescnbed
form (form 2 21B) and be made within 8 business days of the date of this report, 1n accordance with
Rule 2.37(1) of The Insolvency Rules 1986 (as amended).

In accordance with Rule 2.33(5) of The Insolvency Rules 1986 (as amended), where the Jomnt
Administrators have not called a creditors’ meeting, the proposals set out at Appendix C will be
deemed to have been approved by the creditors unless at least 10% by value of the creditors
requisition a meeting of creditors within 8 business days of the date of this report.

Joint Administrators’ remuneration

The Joint Administrators’ remuneration after the date of appointment will be drawn from the
Company assets and It 1s proposed that it will be charged on a time cost basis. We would advise
that should the Company subsequently be placed into hquidation and the Joint Administrators be
appointed as hquidators, the basis agreed for the drawing of the Joint Administrators’ remuneration
will also be that utiised in determining the liquidators’ remuneration, without further recourse to
creditors in accordance with Rule 4.127(5A). The Joint Administrators remuneration 15 based on
computenised records of all time spent on the administration estate. Matters dealt with during the
assignment are dealt with by different members of staff depending on the level of complexity and
the expenrence required. Time I1s charged to the case in maximum chargeable units of & minutes.
Charge-out rates are based on individuat expertise, qualification and grade. The costs of the firm’s
support staff are not directly charged to the estate unless dealing with directly identfiable case
specfic matters. Charge out rates are reviewed at least annually, details of FRP charge out rates
are included at Appendix D.

The Joint Administrators’ disbursements are a recharge of actual costs incurred by the Joint
Administrators on behalf of the Company. Mileage payments made for expenses relating to the use
of private vehicles for business travel, which 1s directly attnbutable to the insolvency estate, are paid
by FRP at the HMRC approved mileage rate It I1s proposed mileage 1s recharged and drawn at the
HMRC approved mileage rate prevailing at the time the muleage was incurred.

Creditors have a right to request further information from the Joint Administrators under Rule 2 48A
of the Insolvency Rules 1986 and further have a nght to challenge the Joint Administrators'
remuneration and other expenses under Rule 2.109 of the Insolvency Rules 1986 following receipt of
a progress report  Further details of these rnghts can be found in the Creditors’ Guide to Fees which

you can access by using the following link www frpadvisory com/fees-quide html and select the one
for administrations. Alternatively a hard copy of the relevant guide will be sent to you on request.



Detalls of the time charged to this case to date, analysed between the different types of work
undertaken, are enclosed at Appendix 0 The basis of the Joint Administrators’ remuneration has
not yet been approved by creditors, and the Joint Administrators have accordingly not drawn any
remuneration in this case

The Joint Administrators’ fees for dealing with the assets subject to the fixed charge will be agreed
with the secured creditors and will be drawn on a time cost basis.

Pre-administration costs charged or incurred by the joint administrators

The Company and Foresight resolved to pay FRP the sum of £20k and £30k respectively, plus VAT
and disbursements, In accordance with the engagement letter dated 14 May 2012, to assist the
directors in prepanng an information memorandum to market the business, dentify and approach
interested parties and conduct negotiations with a view to a sale of the business andfor assets,
advise the directors In relation to the appointment of Administrators, and assist the directors in
preparing a short term cash flow forecast to manage the Company's working capital during the
period of the moratonum and/or prior to the appointment of the Administrators  The amounts of £20k
and £30k plus VAT and disbursements were paid by the Company and Foresight respectively, prior
to the appointment of the Joint Adminustrators

Attached at Appendix E 15 a statement of pre-administration costs charged or incurred by the Joint
Admmistrators Included in the statement of pre-administraticn costs are unpaid pre-administratton
costs of £12,160 which had not been paid when the Company entered administration. I am seeking
to obtan approval from creditors to ratify the payment of these amounts and a stand-alone separate
nroposal 15 included 10 my statement of proposals in this regard.

The directors’ statement of affairs

Shortly after the appointment, the directors of the Company were asked to submit a statement of
affairs under paragraph 47 of Sch B1 IA'86 The statement of affairs has not yet been finalised, but
an estimated statement of affairs as at the latest practical date, prepared from information available
to the Jont Administrators and including a list of creditors” names and addresses 1s enclosed as
Appendix F to this report.

Outcome for secured creditors

As per the records held at the Registrar of Companies there are three creditors who were granted
security over the Company’s assets

1) Foresight 2 VCT Plc (The Security Trustee)

Foresight as security trustee for numerous investors hold a debenture containing fixed and
floating charges over the assets of the Company dated 19 February 2009,

2) Clydesdale Bank Plc

As stated above, the Bank provided the Company with an invoice discounting facility and a
term loan of £400k, which was provided under the Enterprise Finance Guarantee (“EFG")
scheme and therefore 80% guaranteed by the government. The Bank was granted fixed
and floating charge secunty over the assets of the Company dated 17 November 2009. As
at the date of Administration, under the invoice discount facility the Bank was owed circa
£14k agamnst assigned invoices with an expected collectable value of circa £377k after
applying a general bad debt provision of 25%, and a further £387k under the term loan.




10.

11.

3) Foresight 2 VCT Plc

Under a loan agreement the Company also granted fixed and floating charge secunty over
its assets to Foresight on 8 August 2011,

The secured creditors entered into an inter-creditor agreement on 8 August 2011 n whuch it was
agreed the habiities to the secured creditors and the secunty granted would rank In prionty as
follows:

1) Clydesdale Bank Plc
2) Foresight 2 VCT Pic
3) Foresight 2 VCT Plc (The Security Trustee)

Accordingly, it I1s expected the indebtedness to Clydesdale will be repaid in part from book debt
realisations, with any shortfall expected to be less than 80% of the loan value, and hence repaid by
the government under the EFG agreement. The government will rank as a subrogated creditor as
regards any payment made to Clydesdale under the EFG agreement.

The total indebtedness to Foresight Is still to be determined, however as indicated in the estimated
statement of affarrs, it 1s understood that the amount of secured lending by Foresight and the
numerous nvestors totalled arca £6 4m.

Irrespective of whether these amounts change once the final position has been confirmed, there will
not be sufficient recoveries to provide for a return to Foresight.

There will be no funds available to Foresight as secunty trustee for the other investors.
Outcome for preferential creditors

Preferential creditors comprise employees’ entitlements capped at £800 i respect of unpaid wages
and any unpaid holiday pay. However as stated above all remaining employees were transferred to
Riverside upon the sale of the business. Ordinanly it would not therefore be expected for any
preferential claims to arise in these proceedings however one clam has been received from an
employee that transferred to the purchaser but subsequently left. It i1s unclear at this date whether
the redundancy payments office will accept the preferential claim of circa £1k, or deem it to be a
hability to be settled by the purchaser.

A return to any preferential creditor will be dependent on the realisation of the unassigned book
debts.

Outcome for unsecured creditors

The estimated statement of affars indicates that a dividend will become avaiable to unsecured
creditors. However, the statement of affairs does not include any costs of the administration which
are expected to be greater than the funds available to creditors as stated in the estimated statement
of affairs. Accordingly, it 1s anticipated that a dividend will not be available to unsecured creditors.

The Joint Administrators have considered the possibility of a prescnbed part for unsecured creditors
under S176A of the Insolvency Act 1986 A prescribed part is unhkely to become available in this
matter because the net property avallable for the prescnbed part 15 expected to be less than
£10,000.




12, Directors’ conduct

Finally, as part of the Joint Administrators’ statutory duties, we have to report on the conduct of the
directors under the Company Directors Disqualification Act 1986. Should you have any information
concerning matters to which reference should be made in that report, then 1 should be grateful if
you would wnte to me formally setting out any facts which you beleve should be considered for
inclusion.

Yours faithfully

For and on behalf of
Ve ited

Jason Baker
Joint Administrator
Licensed 1n the United Kingdom by the Institute of Chartered Accountants in England & Wales

The Joint Administrators act as agents of the Company and without personal liability.

The affairs, business and property of the Company are being managed by Jason Daniel Baker
and Simon Elliott Glyn who were appointed Joint Administrators on 21 June 2012.




VERTAL LIMITED

STATUTORY INFORMATION

ADMINISTRATION DETAILS:

Appendix A

Date of notice of intention to appoint Administrators

presented to Court:

Consent to the nobice to appoint an Administrator

provided by the qualifying charge holder as follows:

31 May 2012 & 18 June 2012

Holder of Qualifying Floating Charge

Date of consent

Clydesdale Bank Plc

18 June 2012

Foresight 2 VCT Plc

18 June 2012

Foresight 2 VCT Plc (The Security Trustee)

18 June 2012

Names of Joint Administrators:

Address of Joint Administrators

Jason Daniel Baker, and
Simon Ellott Glyn

FRP Adwvisory

10 Furnival Street
London

EC4A 1YH

The appointment of the Joint Administrators included a declaration that during the period of the
administration any act required or authonsed under any enactment to be done by an administrator
may be done by either or both of the Administrators acting jointly or alone,

Date of appointment of Administrators:

Court in which administration
proceedings were brought

Court reference number

Application for administration order made by*

The EC Regulation on Insolvency Proceedings

21 June 2012

High Court of Justice, Chancery
Division

4998 of 2012

Thomas Thorp, a registered
director of the Company

will apply in this matter and accordingly the

Admunistration will constitute main proceedings. This 1s because the Company’s registered office

and centre of main interests 1s located 1n England.




VERTAL LIMITED

STATUTORY INFORMATION
COMPANY DETAILS:
Other trading names:
Date of incorporation®
Company number,
Registered office*

Previous registered office:

Business address:

Pirectors

Company secretary:

Appendix A

None

31 May 2006

05832968

10 Furnival Street, London, EC4A 1YH

Riverside House, 43 Willow Lane, Mitcham,
Surrey, CR4 4NA

Riverside House, 43 Willow Lane, Mitcham,
Surrey, CR4 4NA

william James Moncnieff Carr
Thomas Alexander Thorp

Richard Hamilton Burnett Hall

The directors and Cempany secretary have the following shareholdings in the Company -

Name Shares Type Percentage Shareholding |
Wilham James Moncneff Carr 58,127 Ordinary 11 6%
Richard Hamiiton Burnett-Hall 20,401 Ordinary 4.1%

Extracts from the financial statements avallable are summarised below:-

Period Ended Turnover
£'000
Management accounts
for 5 months to
30/4/12 937
12 months to
30/11/11 1,797
12 months to
30/11/10 805

Gross
Profit

£000

(372)

(1,428)

(647)

Net Dividend P&Laj/c
Profit/ paid c/fwd
(Loss) £000
£000 £000
(1,493) - (10,210)
(4,380) - (8,717)

(2,763) - (4,337)




Vertal Limited
(In Administration)

Joint Administrators’ Abstract Of Receipts And Payments
From 21 June 2012 to 13 August 2012

RECEIPTS

Equipment

Motor Vehicle

Stock

Goodwill and Business Information
Property

Intellectual Property Rights

Work 1n Progress

Business Contracts

Envircnmental Licences

PAYMENTS

Statutory Filing

BALANCE

Appendix B

Trade Non Trade Total Fixed Floating Total
Charge Charge
E £ £ £ £ £
. 39,000 39,000 39,000 39,000
- 5,000 5,000 - 5,000 5,000
- 994 994 - 994 G994
- 1 1 1 - 1
- 1 1 1 - 1
- 1 1 i - 1
- 1 1 - 1 1
- 1 1 - 1 1
- 1 1 - 1 1
- 45,000 45,000 3 44,997 45,000
- 14 14 - 14 14
- 14 14 - 14 14
- 44,986 44,986 3 44,983 44,986
- 45,000 45,000 3 44,997 45,000
MADE UP AS FOLLOWS:
IB Current Fixed 3 - 3
IB Current Floatin - 44 983 44,983
Balance 3 44,983 44,986




Appendix C
THE INSOLVENCY ACT 1986

STATEMENT OF THE PROPOSALS OF THE JOINT ADMINISTRATORS
OF VERTAL LIMITED (IN ADMINISTRATION)

PURSUANT TO PARAGRAPH 49(1) OF SCHEDULE B1 TO THE INSOLVENCY ACT 1986 (THE ACT)

AND RULE 2.33 OF THE INSOLVENCY RULES 1986 (THE RULES)

1. The Joint Administrators think that objectives (a) and (b) of the admimistration, as detatled in
Paragraph 3(1) of Schedule B1 to the Insolvency Act 1986, will not be achieved due to the level
of the Company’s liabiliies. As such, it 1s envisaged that objective (¢) will be achieved, to realise
property in order to make a distribution to one or more secured or preferential creditors

2. The Joint Administrators make the following proposals for achieving the objective set out
above.

a)

b)

d)

They continue to manage the business, affairs and property of the Company in order to
achieve the purpose of the Administration. In particular that they
i.  Dispose of the Company's ownership of such assets at such time(s) on such
terms as they consider expedient.

1t Investigate and, if appropriate, pursue any clams that the Company may
have against any person, firms or company whether in contract or
otherwise, including any officer or former officer of the Company or any
person, firm or company which supplies or has supplied goods or services to
the Company.

m. In addtion, they do all such things and generally exercise all therr powers
as Administrators as they in their discretion consider desirable or expedient
in order to achieve the purpose of the administration or protect and
preserve the assets of the Company or maximise the realisations of those
assets, or of any purpose incidental to these proposals.

The administration shall continue (subject to the statutory provisions relating to automatic
termmation) until the realisable assets of the Company have been realised and all habiliies
incurred during the administration have been discharged or unt! such a time as deemed
appropriate by the Administrators. At this stage the Company shall be dissolved or placed
into hguidation as outlined below.

If they think the Company has no property which might permit a dstnbution to its
unsecured creditors, or If they alsc consider that an exit from the administration into
hquidation 1s not appropnate they will send a notice to the Registrar of Companies n
accordance with Paragraph 84 of Schedule B1 to the Insolvency Act 1986 and three months
after the filing of the notice the Company will be deemed to be dissolved

If they are of the view that It 1s appropriate for the Company to move from administration
into liquidation, whether compulsory or voluntary, the Joint Administrators be authonsed to
take steps to place the Company into whichever liquidation process they, at their discretion,
deem appropnate. Pursuant to Paragraph 83 of Schedule Bl to the Insolvency Act 1986,
should the creditors not nominate a Ligudator; the proposed Liquidators are to be Jason
Daniel Baker and Simon Elliott Glyn. Any act to be done by the Joint Liqguidators may be
done by all or any one of them. Pursuant to Para 83(7)(a) and Rule 2.117A(2)(b) of the
Insolvency Rules 1986, creditors may nominate a different person as the proposed
Liquidator, provided that the nomination 1s made after the receipt of these proposals and
before these proposals are approved.




As the Joint Adnministrators consider that the Company has isufficient property to enable a
distrbution to be made to the unsecured creditors, the following sections of the
Administrators’ proposals, (e, f, g and h) will require the consent of each secured creditor
and the majonty of voting preferential creditors (as appropriate}

e) The Jont Administrators’ fees plus VAT should be approved on a time cost basis charged at
the charge out rates prevailing at the time the work is undertaken, to be drawn when the
Joint Administrators’ see fit A schedule of current charge out rates are set out in Appendix
D.

f) Mileage can be recharged and drawn at the HMRC approved mileage rate prevailing at the
time the mileage was incurred.

g) The Joint Administrators’ discharge from fiability shall take effect wn accordance with
Paragraph 98 of Schedule Bl to the Act 30 days following either the Company entering into
liquidation or filing the notice of moving from administration to dissolution

3. This resolution 1s subject to approval under the Insolvency Rules 1986 Rule 2 67A and 1s not
part of the proposals subject to approval under Paragraph 53 of the Insolvency Act 1986:

h) That the unpaid pre-administration costs as set out in Appendix E are approved and that the
Joint Administrators be authonsed to draw such sums from any funds in hand as an expense
of the administration to be drawn when the Joint Administrators see fit.

Dated this 13 August 2012

Jason Daniel Baker

Joint Administrator

Insolvency Practitioner Licensed In the United Kingdom by the Institute of Chartered Accountants in
England & Wales

The Joint Administrators act as agents of the Company and without personal liability.

The affairs, business and property of the Company are being managed by Jason Daniel Baker
and Simon Elliott Glyn who were appointed Joint Administrators on Joint Administrator




Vertal Limited {In Administration)

Time charged for the penod 21 June 2012 to 10 August 2012
L -

FRP SIP 8 Report - Pencd cost report

Appendix D

Administration and Planning 315 295 240 8 50 2,292 50 26971
Case Contrgl and Review 005 005 12 50 25000
Case Accounting - General o080 240 320 685 00 2153
General Administration 315 210 525 1,581 00 30365
Asset Realisation * 300 115 415 1,247 50 300 60
Asset Reahsation 300 300 960 00 320 00
Debt Collection 030 030 7500 250 00
Sale of Business 085 085 21250 250 00
Creditors, - 240 735 250 1225 3,075 00 251 02
Uinsecured Crediiors 180 2380 100 580 1,530 00 26379
Secured Creditors 125 125 31250 250 00
Employees 030 125 150 305 BY7 0D 221 97
HP/ Leasing 065 065 162 50 250 00
ROT 020 100 120 31800 265 00
Unsecured Creditors - TAXNVAT 030 030 7500 250 04
Investigation - 175 175 437 50 250 00
CDDA Enguines 176 175 437 50 250 00
Statutory Comphance ’ 515 1060 26 30 4205 12,626 25 oo 27
Post Appt TAX/VAT 030 030 7500 250 00
Statutory Compliance - General 450 025 055 530 2,450 00 452 26
Statutory Reporting/ Meetings 0635 585 2415 3085 8,326 25 27166
Appotntment Formatities 400 400 1,280 00 320 00
Bonding/ Statutory Advertising 025 025 62 50 250 00
Statement of Affairs 050 105 155 432 50 279 03
Total Hours 515 1915 39 50 490 68 70 19,678 75 286 44
Disbursements for the period
FRP Charge out rates At 21 June 2012 to 10 August 2012
Grade 17 November 2011 1st uly 2012 Value £
Partner 300-500 275-495 Advertisng _ _ _ 7850
Manager 150-350 200-382 CompanySearch 100
Other Professicnal 85-250 85-250 Meeting e _. 10542
Support 60-250 70-220 Postage 103 62
Grand Total 286 54

Milleage is charged at the HMRC rate
prevalling at the tirne the cost was incurred

Pnnted 14/08/2012



APPENDIX E
VERTAL LIMITED

STATEMENT OF PRE-ADMINISTRATION COSTS

Note Fees Charged Expenses
Incurred
£ £
FRP Adwvisory LLP 1&2 50,000 393
GVA Grnimley Limited 3 2,000 160
Gateley LLP 3 10,000 -
Amounts paid 4 (50,000) (393)
Unpaid pre-administration costs 5 12,000 160
Pre administration costs for which approval 15 12,000 160
being sought (see Statement of Proposals )
Notes
1 The costs detailed above have been incurred in accordance with the letter of engagement dated 14
May 2012 between the Company and FRP Advisory LLP ("FRP").
2 Under the engagement letter dated 14 May 2012, FRP would provide the following services.

vi.

VIL.

vin.

Assist the directors in preparing an Information Memorandum to market the business,
together with supporting information to be made available to potential purchasers of the
business and/or assets

Identify and approach interested parties and conduct negotiations, as appropriate, with a view
to a sale of the business andfor assets, expected to be as a going concern through an
nsolvency process

Advise the directors in relation to the appointment of Administrators

As may be required, assist the directors and members in filing the appropriate legal notices to
obtain a Court moratornum

Assist the directors 1in preparing a short term cash flow forecast to manage the Company's
working capital during the penod of the moratorium and/or prior to the appomntment of
Adminmistrators. This would be prepared for a six week period, to be updated on a rolling
weekly basis

Lizise with the Company’s funders in respect of, amongst other matters, funding required
during the hiatus period and obtaining their consent to the appointment of Administrators and
any sale of the business and assets

As may be required, prepare a contingency plan for the event that a sale of the business
and/or assets as a going concern appears unlikely

Deal with any matters in connection with statutory obligations, including but not limited to
those contained within “SIP 16" n order to effect a sale of the business of the Company
immediately upen the appointment of the Administrators

Provide adwvice to the Company and the Bank on any other matters considered should be
brought to the attention of either




The directors also provided FRP the express authority to:

i.  Instruct and liaise with agents in respect of the Company’s assets, completing valuations and
assisting with any other matters (the cost of which to be met by the Company); and

n.  Instruct and lizise with solicitors in the preparation of agreements for the sale of the business
and/or assets (the cost of which to be met by the Company)

The amounts of £20k and £30k plus VAT and disbursements were paid to FRP Advisory by the
Company and Foresight respectively, prior to the appointment of the Joint Administrators

The payment of the unpaid pre-administration costs set out above IS subject to approval In
accordance with the Insolvency Rules 1986, Rule 2.67A and is not part of the proposals subject to
approval under the Insolvency Act 1986, Schedule B1, Paragraph 53.




Vertal Limited (In Admimistration)

APPENDIX F

Estimated Statement of Affairs as at 21 June 2012

E: AL LEDGED

Book Debts (assianed to Clydesdale Bank Pic)
Less Clydesdale Bank Pic (Involice Discount Agreement)

Surplus as regards Clydesdale Bank Ple {Involce Discount Agreement) {carried forward)

Assels Subject to Fixed Chamge

Assigned Book Debt Surplus

Goodwill and Business Information
Property

Intellectual Property Rights

Less Clydesdale Bank Plc (Term Loan)

Deficlt as regards Clydesdale Bank Plc (Term Loan)

Less Fixed Chargeholder Foresight 2 VCT PIc {inc Foresight 2 VICT Plc (The Security Trustea))

Deficit to Fixed Charge Credltors
ssets Sub; to Floating Cha

Plant & Machinery
Motor Vehicles

Stock

Unassigned Book Debts
Work in Progress
Business Contracts
Environmental Licences

1abili

Preferental Creditors--
Employees' claims re Wages & Holiday Pay

Net Property

Estimated Prescribed Part of Net Property Avallable (to carry forward)
Estimated total assets available for Floating Charge Creditors
Less sums owed under Floating Charge

Clydesdate Bank Plc {Term Loan)
Foresight 2 VCT Plc {Inc Foresight 2 VCT Plc (The Security Trustee))

Estimated Surplus/{Deficit) after Floating Charges {to carry forward)

Estimated Prescribed Part of Net Property Available (brought down)
Total Assets avarlable to unsecured creditors

Unsecured Creditors

Foresight 3 VCT

Foresight 4 VCT

Trade & Expense Creditors

HMRC

Estimated Surplus/{Deficit) as regards Unsecured Creditors
Deficit to floating charge creditor (brought down)}

Issued and called up capital

Estimated Total Surplus (Defiat) as regards Members

Notes -

Notes Net Book Value

£

1) 502,910
(13,967).

Estimated
to Realise
£

377,182
{13,967)

468,943

363,215

255,905

363,215
1

1
1
(387,013)

of
of -

{23,797)
(6,398,954}

3,591,777

(6,422,751)

39,000
5,000
994
Uncertain

3] 3,702,458

3 19,169

44,997

{11,9%9)

b/d
b/d

32,998

(23,797)
{6,398,954)

(6,389,753)

11,999

4)
5}

1) For the purposes of the staterment of affalrs we have assumed a 75% recoverability of the assigned book debts
2) The above statement of affalrs does not indude any costs of the administration In practice, there Is kely to be no floating charge surplus after

defraying the costs of the administration

11,999

(2,636,644)
{670,830)
{481,719)

{53,546)

(2,830,739)

(6,389,753)

(3,524,052)

!13!744!545!

3) The books and records as at 31 May 2012 indicated there were £19k In respect of arears of wages owing to employees However, all employees

transferred to the purchaser under TUPE therefore no preferential daims are expected to arise

4) Based on total dalms recelved to date during the administration
5) Oalm recefved during the administration proceedings

6) The above figures are estmates based on the information avallable to the Joint Administrators and are by ne means definltfve
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