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Definitions

The fallowing definitions are used either within the body of this report, the appendices ta it, ar both.

Ashridge Ashridge Construction Limited

Churchfield Churchfield Homes Limited

Credebt Cradebt Limited

CVL Creditors’ Voluntary Liquidation

DCHL Dawnus Construction Holdings Limited

DDL Dawnus Developments Limited

DGL Dawnus Group Limited

DJM DJM Law Limited B

DL Dawnus Limited

DSL Dawnus Southem Limited

Hilco Hilco Capital Limited

HSBC HSBC Bank Plc

Legsun Legsun Limited

Naismiths Naismiths Limited

| Quantum Quantum Geotechnical Limited

The Group Ashridge Construction Limited, Churchfield Homes
Limited, Dawnus Group Limited, Dawnus Construction
Holdings Limited, Dawnus Developments Limited,
Dawnus Limited, Dawnus Southern Limited, Legsun
Limited and Quantum Geotechnical Limited - all in
Administration

TUPE Transfer of Undertakings {Protection of Employment)
Regulations

VAT Value added tax

WG Welsh Government




1 Executive summary

s This pregress report for the Group administrations cavers the period from 15 March 2019 to
14 September 2019.
« Our praposals were approved on 13 May 2019 by deemed consent.
s The key work done in the period has been in relation to the following (see appendix B for further
details):
o ldentify and secure assets. Instruct agents to assist with recoveries
Undertake statutory appointment formalities
o Undertake the necessary investigations to submit a formal report to the Directors
Conduct Reporting Service website as required by statute
o Comply with reporting requirements to the creditors and deal with any queries and
requests they may have
« ltis unlikely that there will be sufficient funds to enable a distribution to unsecured creditors {except
potentially by virtue of the prescribed part) and, therefore, it is intended to exit the administration
and move to dissolution once all outstanding matters have been finalised.
= The administration is currently due to end on 14 March 2020 It is anticipated that these matters wili
take a further 8 — 18 months to be completed so extensions on some cases may be required.

o)

/WVM

Alistair Wardell
Joint Administrator

10 October 2019

Please be aware that fraudsters have been known to masquerads as the administrators of a company
that has entered administration, or as the administrators’ staff or agents. Fraudsters may contact
creditors asking for a payment to enable release of money payable to the creditor or other purposes.
The administrators, their staff or agents will never make such a request.




2

2.1

2.2

Progress to date

Strategy and progress since our statement of proposals

In these instances, it was not possible to achieve a rescue of the companies in the Group as a going
concern because the businesses were loss-making, there was no funding available to trade and the
Group had effectively ceased to trade prior to our appointment, due to lack of working capital.
Furthermore, due to the nature of the Greup’s financial intra-relationship and individual financial
circumstances, a Company Veluntary Arrangement was not appropriate.

We continue to pursue the objective of achieving a better result for the companies’ creditors as a whole
than would be likely if the Group was wound up.

The companies in the Group are closely linked in terms of their activities, security structure and
intercompany position and therefore, placing the Group into administration helped achieve the wider
group strategy of securing and preserving the assets for the benefit of the creditors as a whole.

Since our previous reports, we have continued to secure and realise assets as described further below.

Realisation of assets

Sale of contracts and certain assets — Quantum

On 5 April 2019, we sold the contracts and certain assets of Quantumn for £50,000 to a new entity set up
for the purposes of this sale, Quantum Geotechnic Limited ('QGL").

As part of this sale, we allowed QGL to occupy the Quantum site until 15 May 2019 under a licence
agreement, where QGL was obliged to reimburse Quantum for all associated costs with its period of
occupation, QGL paid licence to occupy fees of £6,706.

Aside from the monetary benefit of the sale to QGL, it secured the ongoing employment of 44 former
employees of the Group, which may reduce the level of creditor claims as a result of the Transfer of
Undertakings (Protection of Employment} Regulations {commonly referred to as “TUPE"). Furthermore,
we anticipate it will maximise Quantum’s debtor recoveries as QGL is assisting with the collection during
its ordinary course of business.

Sale of plant and machinery - DCHL

Plant and Machinery located in the United Kingdom

As part of the above Quantum sale, we sold certain assets of DCHL to a third party known to QGL for
£275,000. These funds have been paid in full, however, c£231,000 was utilised to repay the finance
attributable to these assets. i

On 13 and 14 June 2019, the remainder of the assets located in the UK were sold by auction for ¢c£1.95
million, of which c£142,000 Is secured equally by the chattel mortgage to HSBC and WG.




Sale of contracts and certain assets

Following the appointment, we engaged quantity surveyors Naismiths Limited ("Naismiths') to provide
advice in relation to existing construction contracts held in DCHL. Naismiths advised that it would not be
comrmercial ta complete these contracts and termination notices were also received from existing
customers. We therefore had Iimited options to assign or complete existing construction projects,
however, one contract has been assigned for a value of £39,000 which has been reflected in the plant

and machinery on DCHL’s receipts and payments account.

Plant and Machinery located in Africa

Following a recommendation from Hilco, we sold most of the plant and machinery in Sierra Leone for
£1.65 million, of which ¢£178,000 is secured equally by the chattel mortgage to HSBC (HSBC Bank Plc)
and WG. The purchaser has paid £800,000 to date in line with the contract.

The title to all machinery will not pass to the buyer until all sums have been paid, however, all risk has
passed inciuding the requirement to maintain insurance.

Aside from the monetary benecfit of the Sierra Leone asset sale, it secured the ongoing employment of
38 former employees of the Group, which may reduce the level of creditor claims in accordance with the

TUPE regulations.

There is still a quantity of plant and machinery located in Libena and Sierra Leone, some of which is
subject to the secured lenders' security. We have received an offer for these assets, and we are
currently working with Hilco to detemmine whether we can proceed with this offer.

The receipts and payments account for DCHL at Appendix A shows plant and machinery realised a total
of £3.16 million. This is made up of £1.95 million from the UK auction, £900,000 paid ta date from the
sale of assets in Africa, £275,000 from the UK assets sold as part of the Quantum sale of business and
£39,000 from the novation of the contract.

Long leasehold properties - DL

DL is the registered awner of two long leasehold properties, the head office hased in Swansea and the
plant storage yard, Clydach Market.

Alder King LLP {‘Alder King"), our instructed agents, has commenced marketing these properties and we
have received multiple offers for the plant storage yard to date. We are progressing with an offer, which
we hope to conclude in the coming months.

Property subject to charge — DCHL

DCHL loaned £300,000 to a former employee to purchase a home in Colwinston, South Wales. To
secure the loan, DCHL obtained a registered charge over this property

This property was sold on 9 August 2018 and DCHL received repayment in full of £300,000 plus
accrued interest from the date of default to the date of completion of £564,025.

Residential development site — Churchfield

Churchfield owns a residential plot in South Wales with six completed houses and four acres of
development land. Churchfield also invested in the shared equity scheme where it retained equity of
approximately nine homes sold prior to the administration.

Prior to our appointment, a Pembrokeshire Housing Association, ATEB, was interested in purchasing
the compieted homes, however, withdrew Its offer due to 1ssues surrounding the bond drainage
agreament with the local councyl,




2.3

Aider King has been engaged to assist with the marketing and sale of the homes, devefopment land and
the shared equity iInvestments and is currently in discussions with ATEB and other potential interested
parties.

Debtors, WIP and retentions — DCHL, DSL and Quantum

We sought advice from Naismiths to appraise the contracts, contract debts, WIP and retentions and to
assist with collections relating to the construction contracts.

DCHL also had book debts relating to the hire of its plant and machinery to third partes. We have
instructed Credebt Limited (‘Credebt’) to assist in the coilection of these debts

To date, we have recovered £380,125 in DCHL, £141,153 in Quantum and no funds have been
recovered in DSL.

Due to the nature of the contracts, collections of these debtors may take up to two years.

Whilst we are awate of a number of counter claims and disputes in respect to manies owing and work
completed, we are not in a position to provide any further information relating to the future potential
recoveries at this stage to not prejudice further collections.

Cash at bank - Churchfield

At the time of our appointment, there was £400,000 in Churchfield’s bank account. In their statement of
affairs, the directors have assumed that this wifi be fully recoverable by the Administrators, however, this
amount has been offset by HSBC against its outstanding debt in accordance with its facility agreement.

At the date of our appointment, there was also £252 and £12,410 1n the bank accounts of DCHL and
Quantum respectively. These have been fully recovered.

Funds in escrow - DCHL

At the time of our appointment, there was £1.8 million held by HSBC in an escrow account. Following
legal advice from Blake Morgan LLP, we have determined that these funds are secured equally between
HSBC and WG pursuant to fixed charges. This amount has been received by DCHL outside the penod
which this report relates to so is not shown in the receipts and payments account at Appendix A.

Intercompany debtors

As mentioned in our previous report, some of the companies in the Group are owed funds from other
companias in the Group.

As all of the companies are insolvent, it is uncertain whether there will be any realisations in respect to
these receivables except from Prescribed Part distributions. These clams will rank as unsecured
creditors in each estate.

Additional assets

Pre-appointment litigation — DCHL and DSL
We are aware of eight possible legal actions that DCHL/DSL were pursuing prior to our appointment.

On 3 May 2019, DSL defended a legal appeal with the assistance of the Group’s pre-admunistration
solicitor, DJM Law Limited {‘DJM’). The Judge dismissed the appeal in full and DSL received £275,000,
of which £104,000 was in respect of DJM and Counsel costs

Prior to the appointment, DCHL took an action for c£4,500 against a haulier for damage caused by a
vehicle. A court heanng was scheduled but, due to the potential legal costs involved in pursing this
matter, we took the commercial decision to settle the action cut of court for £2,500.




We continue to liaise with DJM to determine which other clams are viable to further pursue.

Other assets — DCHL, DSL, Churchfield, DL and Legsun

We have also recovered the following:

Tax refund of £17,166 (DCHL)

Rates refund of £50,606 (DCHL), £1,590 (Churchfield) and £907 (Legsun)
Electricity refund of £3,551 (DCHL)

Bank interest on settlement monies held at Court of £68 (DSL)

Life assurance policy refund of £1,997 (DL}

Insurance refund of £291 (DCHL)




3.1

3.2

3.3

3.4

Creditors

Secured creditors

Below is a summary of the secured creditors, including the potential outcome for each based on current
estimates’

Summary of secured creditors

tment  Petentat outcome based on currgnt informanon
£1 56 milion There may be suficient realisatons o enable a

ston of chages T 55

Weish Govemnment 27032018 Debenture and chatels mortgage

distibution but Welsh Govemment may sufler
shortiall
HSBC Equpment Finance | 18/03/2018 Deberture Awarting outcome of |HEF instucted agents b dispose of s equipment
{UK) Limred (HEF) 02/08/2018 Chatels mongage asset sales and may Mmake a recovery in full subject v those
disposals
HSBC Bank Pic 01/08/2017, 04/08/2017, Legal mongage, debenture, chattel morgage, £5 1 milhon There may e sufficient realisaions b enable a
0210212018, 162022018, benefits of ceftan confracts and securty of cash jdisinbuton but BSBC 1 (ikely 1 suffer shorifall
18/032018 deposits
Lioyds Bank Pic 02/02/2018 Mortgage £1 3 milvon Payment in full

Preferential creditors

Preferential creditor claims consist of employee claims for wages and holiday pay up to certain statutory
limits. [t Is anticipated that a significant element of these ciaims will be subrogated to the Secretary of
State, following payments of claims by the Redundancy Payments Service.

We estimate preferential claims to be c£290,000 for DCHL and c£690,000 for DL. These claims may
reduce pursuant to the TUPE regulations due to the Quantum and DCHLU sales outlined above and any
subsequent transfer of entitlements.

We estimate that the preferential crediters of DCHL will be paid in full, however, there will be insufficient
funds available in DL to make a distribution to the preferential creditors.

Prescribed part — unsecured creditors

In accordance with section 176A of the Insolvency Act 1986, a prescribed part is to be set aside from
the floating charge assets and made available to the unsecured creditors of the Company. The
prescribed part calculation 1s applied to the net property available and is calculated at 50% of the first
£10,000 of net realisations and 20% of all further amounts, up to 2 maximum prescnbed part of
£600,000.

Based on current estimates, there may be funds available to enable a prescribed part distribution for
creditors of DCHL, DSL and Quantum but, at this stage, it is not possible to estimate the quantum of the
prescriped part dug to ongoing work to realise the assets of the companies.

Non-preferential unsecured creditors

Except for any potential funds available under the prescribed part mentioned above, based on current
estimates, it is highly unlikely there will be sufficient funds to enable a distribution to unsecured
crediors.




4.1

Investigations into the
affairs of the company

Statutory investigations

We undertook an investigation into the Group's affairs to establish whether there were any potential
asset recoveries, or conduct matters that required further investigation, taking into account the public
interest, potential recovenes, the funds likely to be available to fund an investigation and the costs

involved.
Also, within three months of our appaointment as joint administrators, as required by the Companies

Directors Disqualification Act 1986, we reported to the Secretary of State the required facts about the
Company's business and the conduct of its directors {including those acting within the past three years).

We are continuing our investigations into the affairs of the Group and we would be pleased to receive
from any creditor any useful information conceming the Company, its dealing or conduct which may

assist us.




5.1

Fees and costs

Overview

Our remuneration basis has not yet been fixed as we are in discussions with the secured creditors
regarding the proposed basis.

The tables below summarise the remuneration and expenses incurred to date, the estmated additional
remuneration and expenses to deal with the remaining matters identified in the assets and
Investigations sections above, and to close the administrations:

Time costs in

Ashridge 10 13 (2)
Churchfield 30 100 130 132 2
DGL 37 10 47 39 {8}
DCHL 856 1,750 2,606 2,604 2)
DDL 15 5 20 13 {7)
DL 62 80 142 143 1
DSL 28 75 103 105 2
Legsun 11 5 16 13 (3)
Quantum 60 45 105 105 -

Estimated Time costs i

additional Total ex penses Fees estimate VEE

Ashridge (5
Churchfield 5,307 55,000 60,307 62,604 2,297
DGL 79 50 129 104 (25)
OCHL 1,079,783 40,000 1,118,783 835,882 (279,901)
DOL 79 25 104 104 -
oL 23,276 125,000 148,276 150,209 1,933
DSL 107,784 40,000 147,784 23,752 (124,032
Legsun 74 a0 104 104 -
Quantum 7,954 30,000 37,954 11,224 (26,730)

We have not drawn any fees to date.

At this time, we do not seek to revise our fees estimate in order to be able to draw mare remuneration

Further details about remuneration and expenses are provided in Appendix B to this report.




6.1

6.2

6.3

6.4

Future strategy

Future conduct of the administration

We will continue to manage the affairs, business and property of the companies in the Group in order to
achieve the purpose of the administrations. This will include but not be limited to:

= continue to reahse the assets of the companies in the Group

s continue our investigations into the dealings and affairs of the Group prior to the administration

« payment of administration expenses, including cur remuneration

« agreeing the clams of the unsecured creditors and payment of a dividend, if future realisations
make this feasible

« paying a final distribution to the secured creditors

« finalisation of the Group's tax affairs, including completion of corporation tax and VAT retums and
settlement of any liabilities, and

e complying with statutory and compliance obligations.

It is estimated that the administrations of Legsun, Ashridge, DGL and DDL will take approximately six
months to finalise, however, they may be extended if there are potential intercompany recoveries.

It is estimated that the administrations of DCHL, DSL, DL, Churchfield and Quantum may take
approximately 18 months to finalise due to the nature of the assets of these companies.

Extension of the administration

The duration of an admirustration is restricted to 12 months from the date of commencement, unless it is
extended with the permission of the creditors or the Court. The administrations are currently due to end
on 14 March 2020.

It has been identified that an extensions of the administrations may be required in some of the
companies (n the Group to continue to realise the assets

An extension will be sought from the secured creditors where appropriate. We do not require ¢onsent for
an extension from the unsecured creditors because, in accordance with paragraph 51{1) of Schedule B1
to the Insolvency Act 1986, we are of the opinion that the compantes in the Group have insufficient
funds to enable a distribution to the unsecured creditors, other than by virtue of Section 176A of the
Insolvency Act 1986 (prescribed part).

Exit from administration

At this stage, 1t 15 enwisaged that the administrations will end by the dissolution of the companies.

Discharge from liability

At the conclusion of the administrations, we require discharge from liability

As there are insufficient funds to make a distribution to creditors other than by virtue of the prescribed
part, we will seek a resolution from the secured and preferential creditors in order to obtain our
discharge from liability.




6.5

6.6

Data Protection

Any personal information held by the company will continue to be processed for the purposes of the
administration of the companies and in accordance with the requirements of data protection.

Future reporting
The date of our next report to creditors is anticipated to be by 14 April 2020.

10



A Abstract of the administrators’

receipts and payments

Ashridge Construction Limited - in administration

Joint Administrators' receipts and payments account

from 15 March 2019 to 14 September 2019

Receipts

Payments
Statutory Advertising

Bank Charges
VAT on Purchases

Balance - 14 September 2019

Made up as follows

Floating Current Account NIB
Grant Thomton Loan Account

Statemant of
Affairs (£)

Total (£)

0.00

73.55

14.71

94.08
(94.08)

(5.42)
(88.66)

(94.08)

Alistair Wardell
Joint Administrator



A Abstract of the administrators

receipts and payments

Churchfield Homes Limited - in administration
Joint Administrators' receipts and payments account
from 15 March 2019 to 14 September 2019

Receipts

Cash at Bank

WIP and Retentions
Intercompany Loan
Investments

Rates refund

Payments
Statutory Advertising
Other Property Expenses

Bank Charges
VAT on Purchases

Balance - 14 September 2019

Made up as follows

Floating Current Account NIB

Statement of
Affairs {£)

399,985.00
1,014,290.00

174,645.00

Total (£)

0.00
0.00
5,296.00
0.00
1,589.50

6,885.50

73.55
5,221.50
17.54
1,069.01

6,371.60
£513.80

513.90

513.80

Alistair Wardell
Joint Administrator



A Abstract of the administrators

receipts and payments

Dawnus Construction Holdings Limited - in administration
Joint Administrators’ receipts and payments account
from 15 March 2019 to 14 September 2019

Receipts

Plant & Machinery
WIP

Cash at Bank
Freehold Land & Property
Plant & Machinary
Stock

WIP and Retentions
Book Debts

Tax Refund
Insurance Refund
Cash at Bank

Rates refund
Electricity refunds
Settlement monies
VAT on Sales

Payments

Property Expenses
Vehicle Running Costs
PAYE/N)

Net Wages

Other Payroll Deductions
Employee Expenses/Redundancy
Settlement of Finance
Licence fee
Intercompany Loan
Administrators Expenses
VAT irrecoverable
Agents/Valuers Fees (1)
Legal Fees (1)
Professional Fees

Debt Collection
Environmental costs
Auction Costs

iT Services

Security costs

Statutory Advertising
Rents Payable

Rates

Other Property Expenses

Statement of Total (£)
Affairs (£)

11,041,211.00 0.00
1,966,191.00 0.C0
1,800,000.00 0.co

354,024 66
3,161,321.00
1,793,655.00 0.00

12,385,886.00 0.00

5,289,359.00 380,125.32
17,166.00

291.29

251.95

50,606.36

3,950.81

2,500.00

465,113.40

4,435,350.79

309.83
5591.25
61,727.84
123,502.52
7.844 .56
4,000.00
321,784.53
17,683.00
13,613.86
1,500.00
8,333.33
97,380.30
68,786.08
16,791.64
17,732.72
250.00
46,856.29
22,937 .41
215,469.70
73.55
22,804.22
1,304.72
6,410.59



Liens

Bank Charges

Floating Charge Creditor
VAT on Purchases

Balance - 14 September 2019

Made up as follows

Floating Current Account IB
Floating Deposit Account

5,600.99
552.28
177,803.00
97,960.68

1,361,604.89
3.073,745.90

2,789,515.34
284,230.56

3,073,745.90

Alistair Wardell
Joint Administrator



A Abstract of the administrators'

receipts and payments

Dawnus Developments Limited - in administration
Joint Administrators' receipts and payments account

from 15 March 2019 to 14 September 2019

Receipts

Payments
Statutory Advertising

Bank Charges
VAT on Purchases

Balance - 14 September 2019

Made up as follows

Floating Current Account NIB
Grant Thornton Loan Account

Statement of
Affairs (£)

Total (£)

0.00

73.55

14.71

94.08
(94.08)

(5.42)
(88.66)

(94.08)

Alistair Wardell
Joint Administrator



A Abstract of the administrators'

receipts and payments

Dawnus Group Limited - in administration

Joint Administrators' receipts and payments account

from 15 March 2019 to 14 September 2019

Recaipts

Book Debts

Payments
Statutory Advertising

Bank Charges
VAT on Purchases

Balance - 14 September 2019

Made up as follows

Floating Current Account NIB
Grant Thormnton Loan Account

Statement of
Affairs {£)

636,252.00

Total (£)

0.00

0.00

73.55
5.82
14.7%

94.08
{94.08)

{5.42)
(88.66)

(94.08)

Alistair Wardell
Joint Administrator



Note:

A Abstract of the administrators'
receipts and payments

Dawnus Limited - in administration

Joint Administrators' receipts and payments account
from 15 March 2019 to 14 September 2019

Receipts

Fixed Assets
Intercompany Loan
Insurance Refund
Misc Refunds

Payments

Other Payroll Deductions
Legal Fees (1)
Profassional Fees
Statutory Advertising

Other Property Expenses
Bank Charges
Preferaential Creditors (All)
VAT on Purchases

Balance - 14 September 2019

Made up as follows

Floating Current Account NIB

Statement of Total (£)
Affairs (£)

2,006,119.00 0.00
8,317.86

17,213.20

1,697.15

27,528.21

6,574.02

2,054.00

13,560.00

73.55

965.34

49.54

(947,366.00) 0.00
3,319.78

26,596.23
931.98

931.98

931.98

Alistair Wardell
Joint Administrator



A Abstract of the administrators'

receipts and payments

Dawnus Southern Limited - in administration

Joint Administrators' receipts and payments account

from 15 March 2019 to 14 September 2019

Receipts

Fixed Assets

wip

Book Debts

Bank/1SA InterestGross

Payments

Legal Fees (1)
Statutory Advertising
Bank Charges

VAT on Purchases

Halance - 14 September 2019

Made up as follows

Floating Current Account NIB

Statement of
Affairs (£)

13,474.00
300,000.00

Total (£)

0.00

0.00
275,000.75
68.49

275,089.24

107.675.90
73.56
33.84

21,000.89

128,784.18
146,285.06

146,285.06

146,285.06

Alistair Wardell
Joint Administrator



A Abstract of the administrators'
receipts and payments

Legsun Limited - in administration
Joint Administrators' receipts and payments account
from 15 March 2019 to 14 September 2019

Receipts Statement of Total (£)
Affairs (£)

Rates refund 907.37
907.37

Payments
Statutory Advertising 73.55
Bank Charges 0.40
VAT on Purchases 14.71
88.66
Balance - 14 September 2019 818.71

Made up as follows

RBS Current Account 818.71

818.71

Alistair Wardell
Joint Administrator



A Abstract of the administrators'

receipts and payments

Quantum Geotechnical Limited - in administration
Joint Administrators' receipts and payments account

from 15 March 2019 to 14 September 2019

Recelipts

Sale of business and assets
WIP and Retentions

Book Debts

Cash at Bank

Licenca to cccupy fea

Payments

Legal Fees (1)
Statutory Advertising
Rents Payable

Bank Charges
VAT on Purchases

Balancs - 14 Septamber 2019

Made up as follows

Floating Current Account NiB

Statement of
Affairs (£)

527,408.00
871,846.00

Total (£)

50,000.00
0.00
141,153.07
12,410.28
6,706.08

210,269.43

3,823.65
73.55
4,000.00
56.50
1,735.81

9,689.61
200,579.82

200,579.82

200,579.82

Alistair Wardeli
Joint Administrator
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