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Rule 2.25 Form 2.16B(Scot)
The Insolvency Act 1986

Statement of administrator’s R 2 - 2 5

proposals

Pursuant to paragraph 49 of Schedule B1 to the Insolvency Act 1986
and Rule 2.25 of the Insolvency (Scotland) Rules 1986

Name of Company Company number

Aquados (UK) Limited SC204973

(a) Insert full I/We (a)
name(s) and Edward Christopher Wetton
address(es) of Gibson Booth
administrator(s} 15 Victoria Road
Barnsley
South Yorkshire
S70 2BB

attach a copy of my/our proposals in respect of the administration of the above company. ‘

A copy of these proposals was sent to all known creditors on

{b) Insert date {b} 8 May 2006

Signed W ’
Joint / Admjni or(s)
Dated

L L annn
Fo-MAY-Z668

Contact Details:

You do not have to give any contact Edward Christopher Wetton

information in the box opposite but if Gibson Booth

you do, it will help Companies House to 15 Victoria Road

contact you if there is a query on the Barnsiey

form. South Yorkshire
570 2BB

The contact information that you give 01226 215999

will be visible to searchers of the DX Number DX Exchange
ecw@gibsonboothinsol.com

public record

When you have completed and signed this form, please send it to the
Registrar of Companies at:-
¢ | Companies House, 37 Castle Terrace, Edinburgh EH1 2EB

DX 235 Edinburgh / LP4 Edinburgh-2 |
T SRSZOFHM (8t |
i
|

COMPANIES HOUSE 1710606 o

Software supplied by Turmkey Computer Technology Limited, Glasgow



GIBSON BOOTH

CHARTERED ACCOUNTANTS

15 Victoria Road, Barnsley,

South Yorkshire 870 2BB,

X Telephone: (01226) 215999,

/ _ Fax: (01226) 213151.

When telephoning, please contact Gareth Peckett _ecw@gibsonboothinsol.com
. : www.gibsonbooth.co.uk

OurRefl:  L/AQUADOS/2460/ECW/GDP/ADM
Your Ref : Date : 8 May 2006
TO ALL KNOWN CREDITORS

Dear Sir/Madam
Aquados (UK) Limited - In Administration -

I wrote to all creditors on 9 March 2006 to explain that the Company had entered into
administration and that Edward C Wetton had been appointed as Administrator. I am licensed
to act as an insolvency practitioner by the Institute of Chartered Accountants in England and
Wales.

I enclose a statement of my proposals for achieving the purpose of the administration, a
summary of the actions I have taken as administrator and some information abut the
Company. ’

I was appointed as administrator to manage the affairs, business and property of the Company.
I act until such time as my proposals for achieving the purpose of the administration have been
agreed by creditors and implemented, following which the administration is discharged. The
purpose of an administration is to achieve one of the following objectives :-

1. primarily, rescuing the Company as a going concern, or, failing that;
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), or
finally;

3. realising property in order to make a distribution to one or more secured or
preferential creditors.

In this instance, objective (2) is being pursued for the reasons set out in the attached report.

Continued ......

also at: Cheltenham Chatham, Huddersfield London Skttinghourne Southampton Southend and Woking.
' National Telephone Number: 08707 001946

Partners: Paul Ballesta AT, Gary Dickinson FCA, John Halgh FCA, Roger Hesketh, Steve Lindley ACA, ATII,
David Paget FCA, Alistalr Russell ACA, Michael Thorpe ACA, Richard Umbers FCA, lan Walker FCA, Ted Wetton FCA, FABRP
Consultants: Chris Booth FCA, ATH
Begistered to carry on sudit work and regulated for a range of ivestment business sctivities
and E C Wetton is authorised to carry on Business Recovery and Insolvency by the Institute of Chartered Accountants in England and Wales.




-2 -

I believe that a distribution will be made to preferential and unsecured creditors. An initial
meeting of creditors is therefore being convened by the administrator. A formal notice of the
meeting is enclosed with this report. It is therefore important that you read this document
carefully.

If you have any queries once you have read this report, please contact either myself or

my colleague, Gareth Peckett.

Yours faithfully
For and on Behalf of Aquados (UK) Limited

E C Wetton
Administrator

Edward C Wetton has been appointed Administrator of Aquados (UK) Limited to manage its affairs, business and property as its agents, He
is licensed to act as an Imsolvency Pructiioner by the Institute of Chartered Accountants in England and Wales.




Rule 2.35

{a) Insert full name(s)
and address(es) of
administrator(s)

{b}) Insert full name and
address of registered
office of the company

(¢} Insert details of place
of meeting

(d) Insert date and time

of meeting

"Delete as applicable

‘Delete as applicable

Form 2.20B

Notice of a meeting of Creditors

Name of Company Company number
Aquados (UK) Limited SC204973
in the Court case number
Court of Session Edinburgh

(full name of court)

Notice is hereby given by (a)
Edward Christopher Wetton
Gibson Booth

15 Victoria Road

Barnsiey

South Yorkshire

570 2BB

that a meeting of creditors of (b)

Aquados (UK} Limited

C/lo Gibson Booth

15 Victoria Road

Barnsley S70 2BB

is to be held at (c)

(¢} Offices of Gibson Booth, 15 Victoria Road, Barnsley, S70 2BB

on (d) 22nd May 2006 at 11:00

The meeting is:

*(1) an initial creditors’ meeting under paragraph 51 of Schedule Bt to the Insolvency Act
1986 ('the schedule’)

l'invite you to attend the above meeting.

A proxy form is enclosed which should be completed and returned to me by the date of the
meeting if you cannot attend and wish to be represented.

In order to be entitled to vote under Rule 2.38 at the meeting you must give to me, not later

than 12.00 hours on the business day befare the day fixed for the meeting, details in writing
of your claim.

fdned

deint-/ Administrat
- =9 MAY 2005

A copy of the *proposals/ revised-prepesals-is-atached

Software Supplied by Tumkey Computer Technology Limited, Glasgow




Rule 8.1

Notes 1o help
completion of the form

Please give full name
and address for
communication

Please ingert name of
person (who must be 18
or over) or the Official
Receiver if you wish to
provide for alternative
proxy holders in the
circumstances that your
first choice is wnable to
attend please state the
name(s) of the
alternatives as well

Please delete words in
brackets if the proxy
holder is only to veie 2s
directed ie. he hasno
discretion

* Please delete words as
sppropriate

This form must be
signed

Only to be completed if
the creditor has not
signed in person

Insolvency Act 1986 Form 8.2
Proxy (Administration) 1331
Aquados (UK) Limited

Name of Creditor

Address

Name of Proxy Holder

1

2

3

I appoint the above person to be my/the creditors proxy holder at the meeting of
creditors to be held on 22 May 2006, or at any adjournment of that meeting. The
proxy holder is to propose or vote as instructed below (and in respect of any
resolution for which no specific instruction is given, may vote or abstain at his/her
discretion). '

Voting Instructions for resolutions
1. For the acceptance/rejection* of the administrators proposals/revised

proposals* as circulated

2. For the appointment of

Oof

Representing

As a member of the creditors committee

Signature Date

Name in CAPITAL LETTERS

Position with creditor or relationship to creditor or other authority for signature




Rule 4.73 Form 4.25
PROOF OF DEBT - GENERAL FORM
In the matter gf Aquados (UK) Limited

And in the matter of the.Insolvency Act 1986
Date of Administration — 8 March 2006

1. | Name of Creditor

2. | Address of Creditor

3.| Total amount of claim, including any
Value Added Tax and outstanding -
uncapitalised interest as at the date the £

company went into administration

4. | Details of any documents by reference to
which the debt can be substantiated.
[Note: the liquidator may call for any
document or evidence to substantiate the
claim at his discretion] '

5. | If total amount above includes outstanding | £
uncapitalised interest, please state amount

6. | Give details of whether the whole or any | Category
part of the debt falls within any (and if so
which) of the categories of preferential
debts under section 386 of, and schedule 6
to, the Insolvency Act 1986 (as read with
Schedule 3 to the Social Security Pensions |  Amount(s) claimed as preferential
Act 1975) ,

£




7. | Particulars of how and when debt incurred

8. | Particulars of any security held, the value
of the security, and the date it was given

9. { Signature of creditor or person authorised
to act on his behalf

Name in BLOCK LETTERS

Position with or relation to creditor

Date :

OFFICE U§E ONLY
Admitted to Vote for
£

Date

Chairman

Admitted preferentially for
£
Date

Administrator

Admitted non-preferentially for
£
Date

Administrator




Aquados (UK) Limited

In Administration

Report to Creditors pursuant to
Paragraph 49 of Schedule B1 of the
Insolvency Act 1986

8 May 2006

Gibson Booth
Chartered Accountants
15 Victoria Road
Barnsley
S70 2BB
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Aquados (UK) Limited — In Administration

1

GLOSSARY

Administrator

Administration Order

Company

Bank

INTRODUCTION

Edward Christopher Wetton of Gibson Booth, Chartered
Accountants, 15 Victoria Road, Barnsley, S70 2BB

The Administration Order granted by the Court of Session
Parliament House, Parliament Square, Edinburgh in respect
Aquados (UK) Limited dated 8 March 2006.

Aquados (UK) Limited

(Company registered number SC204973)
130 St Vincent Street

Glasgow

Strathclyde

G2 5HF

Barclays Bank Plc

Edward Christopher Wetton was appointed Administrator on 8 March 2006 by Jempak
Canada Inc (who hold a qualifying floating charge).

In accordance with Paragraph 49 of Schedule Bl of the Insolvency Act 1986 the

Administrator sets out below his proposals for achieving the purpose of the

administration and his proposals for the conduct of the administration.

This report includes information required to be provided to creditors in accordance with

Rule 2.33 of the Insolvency ‘(Amendment) Rules 2003.

The appropriate statutory information is attached.




BACKGROUND AND EVENTS LEADING TO THE APPOINTMENT OF AN
ADMINISTRATOR

The Company was incorporated on 14 March 2000 to manufacture soap detergents for

consumer and business use.

Jempak Canada Inc (“Jempak™) holds a bond and floating charge over the Company
assets which was created on 3 December 2002 and registered on 10 December 2002.
Jempak issued a demand upon Aquados (UK) Limited for all sums due to them under

their facility agreement.

The terms of the demand were not honoured and Jempak proceeded to appoint me as
Administrator under their qualifying floating charge and on the 8 March 2006 I was
appointed Administrator.

PURPOSE, INITIAL STRATEGY AND PROGRESS OF THE
ADMINISTRATION

4.1 Purpose of the Administration

I was appointed Administrator to manage the affairs, business and property of
the Company. I act until such time as our proposals for achieving the purpose of
the administration have been agreed by creditors and implemented, following
which the administration is discharged. The purpose of an administration is to

achieve one of the following objectives:

(a) primarily, rescuing the Company as a going concern, or, failing that;

(b) 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), or finally;

(c) realising property in order to make distributions to one or more

secured or preferential creditors.

In this particular case, the Administrator does not consider objective (a) to be

achievable for the reasons given below, and hence objective (b) will now be




achieved by pursuing outstanding book debts and the realisation of assets. It is
anticipated that a distribution will subsequently be made to the Company’s

creditors.

I will investigate and if appropriate, pursue any claims that the Company may

have under the Companies Act 1985 or the Insolvency Act 1986.

In addition I shall do all such other things and generally exercise all my powers
as Administrator as I, in my discretion, consider desirable in order to achieve the
purpose of the administration and to protect the assets of the Company and to

maximise their realisations for any other purpose incidental to these proposals.
Reason why objective (b) is being pursued

At the time of my appointment the Company did not have funds available to
allow it to meet its liabilities. The Company did not have sufficient stock to
enable the continued production of product and the lead time for such needed

stock was 7 -14 days as the stock was to be delivered from America.

It was established that the Company would be unable to satisfy its liabilities
through continued trading and that the only option was to try and sell the

Company assets.
As such, it 1s not possible to achieve objective (a).

In order to maximise realisations and increase the return to creditors it was
decided that the Company was to try and continue trading using the stock that
was available, This enabled me to enhance the realisation of assets through a

going concemn sale achieving a better result than if the Company was wound up.

The Administrator will realise all the assets of the Company which will
hopefully provide sufficient funds to make a distribution to secured, preferential

and unsecured creditors.




4.2

In view of the above, the Administrator anticipates achieving objective (b).

How will the administration end ?

In this case it appears that there will be sufficient realisations to allow for a

distribution to become available to preferential and unsecured creditors.

The Administrator anticipates being able to make a distribution to the secured,

preferential and unsecured creditors in order to achieve objective (b).

Under the provisions of the Insolvency Act 1986 there are a variety of ways in

which the administration may come to an end.

It is proposed that the Administrator be authorised to dissolve the Company
pursuant to Paragraph 84 of Schedule Bl to the Insolvency Act 1986 at his
discretion. The Administrator will be discharged from liability in respect of any
action of his as Administrator pursuant to paragraph 98(1) of Schedule B1 of the
Insolvency Act 1986 upon the registration of the notice given pursuant to

Paragraph 84 of the said Act or Paragraph 83 as the case may be.

If a creditors' voluntary liquidation is deemed appropriate, the Administrator be
permitted to seck the appointment of myself as liquidator of the Company
without any further recourse to creditors. In accordance with paragraph 83(7)
and Rule 2.117(3), creditors may nominate a different person as the proposed
liquidator, provided that the nomination is made after the receipt of the

proposals and before the proposals are approved.

If T am appointed Liquidator then the following resolutions also apply:

¢ that unless requested no Liquidation Committee be established; and

¢ that the remuneration of the liquidator be fixed on the basis of time properly
spent by the liquidator and his staff in attending to matters arising in the

liquidation. To be drawn on account from time to time; and

¢ the Liquidator be authorised to engage agents and solicitors at his discretion

to advise and assist in the administration of the Liquidation; and




4.3

4.4

¢ the Liquidator shall undertake such investigations as he deems necessary

where this appears to be in the financial interests of the creditors; and

e the Liquidator be authorised to compromise any debt owed to the Company

or any claim against the Company; and

o the Liquidator shall have power to pay all secured and preferential creditors

when sufficient assets have been realised; and

e the books and records of the Company be destroyed 15 months after the

conclusion of the Liquidation.

How long will the administration remain in force?

The Administrator considers it probable that the administration will be
concluded within one year. However, if this appears doubtfui, in accordance
with Paragraph 78(2) (a) Schedule B1 of the Insolvency Act 1986, an extension
for a pertod not exceeding six months may be granted by the creditors. The
Administrator may also apply to Court to extend their term of office for a

specified period.
Will there be a creditors committee?

I propose that the creditors consider establishing a Creditors’ Committee and
that if any such Committee is formed they be authorised to sanction any
proposed act on the part of the Administrator without the need to report back to
a further meeting of creditors generally, to include making any decision about

the most appropriate exit route from Administration.

Where it is resolved by a creditors meeting to establish a creditors’ committee
for the purpose of the administration, the committee shall consist of at least 3

and not more than 5 creditors of the Company elected at the meeting.




4.5

4.6

How is it proposed the Administrator’s fees be calcunlated?

It is proposed that the remuneration of the Administrator will be fixed by
reference to time spent by him and his staff in managing the Administration
according to his firm’s usual rates for work of this nature, and; that
disbursements be charged in accordance with the firm’s policy, including
Category 2 SIP9 disbursements, in accordance with the Statement of Insolvency
Practice No. 9 issued by the Association of Business Recovery Professionals. A

copy of the 'Creditors' Guide to Administrators' Fees' is attached as Appendix II.

Under Rule 2.106 of the Insolvency (Amendment) Rules 2003 and in the
absence of a Creditors' Committee, the remuneration of the Administrator be
fixed by reference to time properly given by them and their staff in attending to
matters arising from the Administration,

In accordance with Statement of Insolvency Practice No. 9, issued by the
Association of Business Recovery Professionals the Administrator be authorised
to draw remuneration as and when funds are available on account of their time
costs. A creditors’ guide to fees is attached as Appendix II. Also that the

Administrator be anthorised to draw disbursements from time to time.

A full analysis of the Administrators’ costs to date is attached at Appendix I. A
creditor’s guide to Administrators fees and Gibson Booth charge out rates is

attached at Appendix II

In accordance with Paragraph 51(1) the Administrator is to summon an initial

meeting of the Company’s creditors.
Initial strategy and Progress of the administration

The Administrator reviewed the assets of the Company with a view to
realisation. Sanderson Weatherall of Leeds were instructed with regard to the

valuation of the assets of the Company.

They were instructed on the basis that their fees would be based on their normal

charge out rate.




The Company traded from a rented unit. The plant and machinery, plumbing

components and stock were such that it would have been too costly to try and

vacate the unit.

Plant & Machinery

As a manufacturer of water soluble PVA pouches containing soap powder, the
Company utilises one primary machine, a Rideau Packaging machine and

various associated ancillaries,

I understand the machine was developed by the Company and is therefore of a

bespoke nature, with possibly only one other similar machine in the world.

The value placed on the Plant & Equipment in the January 2006 management
accounts was £349,572. Upon the advice of our agent we accepted an offer of
£555,492 for these assets.

Fixtures & Fittings

This consisted of desks chairs and computers. A value of £1,651 was placed on
these items in the January 2006 management accounts. Upon the advice of our

agent we accepted an offer of £5,000 for these assets.

Motor Vehicles

Stock

There was one motor vehicle an Audi A6 registered in 1998. The vehicle had a
valid MOT and no tax. The vehicle had high mileage and was in very poor

condition. The vehicle was sold for £500.

The stock principally comprises mainly of soap powder which had been mixed
for the purpose of packaging into dissolvable sachets and packaging which
displayed the Company’s logo. A proportion of the stock was finished product




produced for customers whose orders were pending at the time of my

appointment.

The total stock valued by the Company in the management accounts dated 31
January 2006 was £185,765. A large amount of this stock was subject to
retention of title claims. Due to the nature of this stock and the retention of title
claims its predicted realisation value was low. Upon the advice of our agent we

accepted an offer of £60,000 for these assets.
Book Debts

Debtors had a value of £102,098 in accordance with the sage accounting records
obtained on 8 March 2006. The Company operated a discrete factoring facility
with Barclays Bank Plc — Sales Financing.

Barclays are continuing to collect in the debtor ledger and according to the last
statement received they have an amount of £102,712 to collect and outstanding
charges of £20,107.

To date I have realised £74,754 in respect of book debts. I believe that this
amount relates to debtors included in the balance provided by Barclays and am

seeking confirmation from them.

Other Information

The following is attached :-

* Statutory information

¢ A receipts and payments account for the period

. Adm@nistrators estimated outcome statement

» List of creditors and shareholders

e In accordance with Section 176A of the Insolvency Act 1986,

there will be no Prescribed Part available to unsecured creditors.

10




e The EC regulations do apply. The Administration proceedings are main
proceedings as defined in Article 3 of the EC Regulations and the

Company's main centre of business is in South Yorkshire.

DIRECTOR’S STATEMENT OF AFFAIRS AND ESTIMATED OUTCOME

The director has not yet provided us with a statement of affairs as regards to the
Company. I therefore enclose with this report my estimated outcome statement which
illustrates the assets and liabilities of the Company from reviewing the books and records

of the Company.

The amounts actually received for the sale of the plant, equipment and stock are shown
on the estimated outcome statement. As you can see it is likely that a distribution will be

made to secured, preferential and unsecured creditors.

Please note that the estimated outcome statement does not include any provisions for the

costs of realisation.

CREDITORS' MEETING

The Administrator estimates that there will be a payment made to secured, preferential
and unsecured creditors in due course. Preferential creditor's claims relate to employees

in respect of arrears of wages and holiday pay.
The Administrator therefore proposes to hold an initial creditors' meeting pursuant to

Paragraph 51(1) of Scheduie Bl of the Insolvency Act 1986. A formal notice of the

creditors meeting is enclosed with this report.

11




ADMINISTRATOR’S PROPOSALS FOR THE CONTINUED AFFAIRS AND
BUSINESS OF THE COMPANY

It is proposed that the Administrator continue to manage the affairs of the Company in
order to achieve the purpose of the Administration and continue to do all such things
reasonably expedient and generally exercise all powers as Administrator as in his

discretion he considers desirable.

As previously discussed, the plant and stock have now been sold and the monies are held
by me. As Administrator I propose to continue to realise the assets of the Company in
such a manner as they consider appropriate with a view to achieving the purpose set out
in Paragraph 3(1) (b} of Schedule B1 to the Insclvency Act 1986.

The book debts will be finalised and Barclays bank will continue to collect these debtors
and forward the surplus to me after discharging their debt.

An initial meeting of the Company's creditors is being convened because the
Administrator anticipates that there may be sufficient property to enable a distribution to
be made to the Company’s unsecured creditors. The level of this distribution is

dependent, however, on the recovery of the Company’s book debts.

It is proposed that the Administrator will, in accordance with Paragraph 83 of Schedule
B1 of the Insolvency Act 1986, file notice to place the Company into creditors’ voluntary
liquidation and be appointed as liquidator of the Company. In accordance with
paragraph 83(7) and Rule 2.117(3), creditors may nominate a different person as the
proposed liquidator, provided that the nomination is made after the receipt of the

proposals and before the proposals are approved.

If insufficient funds are recovered to enable a dividend to be paid to the unsecured
creditors, the Administrators will file a notice pursuant to paragraph 84 of Schedule B1 to
the Act, together with a final progress report at the Court and with the Registrar of
Companies for the dissolution of the Company. The Administrators shall send copies of

these documents to the Company and the creditors.

12




The Administrator is not aware of any further information at the time of writing this
report he thinks necessary to enable creditors to decide whether to adopt the above
proposals.

This report constitutes the Administrator’s proposals under Paragraph 49 of Schedule Bl
of the Insolvency Act 1986. The Administrator will continue to do all such things as
necessary to maximise the realisations into the Company, and will investigate any claims

the Company may have as required.

If you require any further information or explanation please do not hesitate to contact
either myself or Gareth Peckett of this office.

E on

Administrator

8 May 2006

13




AQUADOS (UK) LIMITED - IN ADMINISTRATION

| Statutory Information
Company Number SC204973
Date of Incorporation 14 May 2000
Nature of Business Manufacturer soap & detergents polishes etc
Issued Share Capital 33,000 Ordinary Shares of £1 each
Directors Gerald Thomas Hinton
Elizabeth Jane Hinton
Secretary Stuart William Christie
Registered Office 130 St Vincent Street
Glasgow
Strathclyde
G2 SHF
Auditors Buckle Barton Accountants
Sanderson House
Station Road
Horsforth
Leeds
S18 5NT
Bankers Barclays Bank
Albion Street Branch
Airedate House
77 Albion Street
Leeds

LS1 5LD




Aquados (UK) Limited

Pagel of |

(In Administration)
Administrator's Abstract of Receipts & Payments
To 08/05/2006
Sof Af £ £
SECURED ASSETS
. Plant & Machinery 555,492.00
Goodwill 8.00
Stock 60,000.00
Motor Vehicles 500.00
Fixtures & Fittings 5,000.00
Book Debts 74,754.13
Production Film 3,406.07
699,160.20
COSTS OF REALISATION
Indirect Labour 280.00
(280.00)
COST OF REALISATIONS
Professional Charges Buckle Barton 325.00
(325.00)
698,555.20
REPRESENTED BY
VAT Receivable 56.87
Bank 2 - Current 698,498.33
698,555.20

08 May 2006 11:49




Agquados (UK) Limited

(In Administration)
Administrator's Estimated Outcome Statement
At § May 2006
£ £
Secured assets
Plant & Machinery ) — 555492
Goodwill g
Stock 60,000
Motor Vehicles ' 500
Fixtures & Fittings 5,000
Book Debts 102,713
Barclays Bank Plc - Sales Financing (20,241)
82,472
Production Film 3.406
706,878

Preferential creditors
Department of Employment (2,200)
Assets available for secured creditors 704,678
Secured creditors
Barclays Bank Plc 0.00
Jempak Canada Inc {521,242)

(541,484)
Assets available for unsecured creditors 183,435
Unsecured creditors
Trade & Expense Creditors (687,518)
Department of Employment (3,500)
HM Revenue & Customs (22.483)

!'7 13,501)
Estimated surplns/(deficiency) (530,066)

G:\Case files\AQUANI300  Unsecured Creditors\Initial Report\Final Report & Letters\Creditors\aqua060508eos
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Gibson Booth

TIME & CHARGEOUT SUMMARIES Aquados (UK) Limited
To 8 May 2006

HOURS

Classification Of Partner Manager Other Senior Assistants & Total Hours Time Cost £ Average
work Function Professional Support Staff Hourly Rate £
Administration & 9.60]| - 0.00 47.85 13.10 70.55 8,994.75 127.49
Planning

Investigations 22,70 0.c0 16.35 20.50 59.55 9,928.25 166.72
Realisation of 1.00 0.00 19.60 0.80 21.40 2,582.00 120.65
Assets

Creditors 5.50 0.00 5.45 5.90 16.85 2,438.25 144.70
Specific 0.00 0.00 7.70 0.00 1.70 885.50 115.00
Trading 0.00 .00 0.00 0.00 0.00 0.00 0.00
Total Fees .
Claimed £ 9,894.00 0.00 11,153.75 3,781.00 24,828.75
Total Hours 38.80 0.00 96.95 40.30 176.05
Average Rate 255.00 0.00 115.05 93.82
CATEGORY 2 DISBURSEMENTS
Type & Purpose Amount £
18/04/2008 Other Expenses Registars of Scotland- inv 715181 23.03.06 20.00
03/04/2006 Travelling Expenses Parking Fees re meetings15 to 22/3/06 23.10

43.10
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3.1

4.1

A CREDITORS’ GUIDE TO ADMINISTRATORS’ FEES
Where Petition Presented or Appointment Made On or After 15 September 2003

ENGLAND AND WALES

Introduction

When a company goes into administration the costs of the proceedings are paid out of its assets. The
creditors, 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
administrator is required to hold within a maximum of 10 weeks from the beginning of the
administration to consider his proposals. The administrator must call the first meeting of the
committee 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 comrmittee hags 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 otherwise) of the case;
) any responsibility of an exceptional kind or degree which falls on the administrator;

SIP 9 VERSION 4 —~ AUGUST 2005




4.2

4.3

4!4

b1

51.1

51.2

513

. 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’ committiee, 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.

There are special rules about creditors’ resolutions in cases where the administrator 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, if there is no creditors’ committee, or the committee does not make the requisite
determination, the remuneration may be fixed by 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,

having regard to the same matters as the committee would.

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 Jeast 10 per cent of the total debts of the company.

A resolution of creditors may be obtained by correspondence.

What information should be provided by the administrator?

‘When seeking fee approval

When seeking agreement to his fees the administrator should provide sufficient supporting
information to enable the committee or the ereditors to form a judgement as to whether the propesed
fee is reasonable having 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 is being sought; and
. the size and complexity of the case.

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.

Where the administrator seeks agreement to his fees during the course of the adminigtration, he
should always provide an up to date receipts and payments account. Where the proposed fee is based
on time costs the adminigtrator should digclose 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
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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
asgessment 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, but it will be helpful to be aware of the professional guidance which has
been given to insolvency practitioners on this subject. The guidance suggests the following areas of
activity as a basis for the analysia of time spent: -

Administration and planning
Investigations

Realisation of assets

Trading

Creditors

Any other case-specific matters

The following categories are suggested as a basis for analysis by grade of staff:

Partner

Manager

Other senior professionals
Agsistants and support staff

The explanation of what has been done can be expected to include an ocutline of the nature of the
agsignment and the administrator’s own initial assessment, including the anticipated return to
creditors. To the extent applicable 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 administrator wishes to make.

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

° Any existing agreement about fees.

. Details of how other professionals, including subcontractors, 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 cage. 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 should 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

Where a resolution fixing the basis of fees is passed at any creditors’ meeting held before he has
subgtantially completed hig 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 variocus 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.
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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 adminigtrator congiders that the remuneration fixed by the creditors’ committee is insuffictent
he may request that it be increased by resolution of the creditors. If he considerz that the
remuneration fixed by the committee or the creditors is ingufficient, 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 ig 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.

Provision of information - additional requirements

In any case where the administrator is appointed on or after 1 April 2005 he must provide certain
information about time spent on a case, free of charge, upon request by any creditor, director or
shareholder of the company.

The information which must be provided is —

) the total number of hours spent on the case by the administrator or staff assigned to
the case;

. for each grade of staff, the average hourly rate at which they are charged out;

. the number of hours spent by each grade of staff in the relevant period.
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The period for which the information must be provided is the period from appointment to the end of
the most recent period of six months reckoned from the date of the administrator’s appointment, or
where he has vacated office, the date that he vacated office.

The information must be provided within 28 days of receipt of the request by the administrator, and
requests must be made within two years from vacation of office.
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Supplement to ‘A Creditors Guide to Administrators Fees’

In accordance with Statement of Insolvency Practice 9 we detail our charge out rates and
disbursements policy.

Gibson Booth Charging and Disbursement Recovery Policy

Fees are charged on a time costs plus disbursements basis as follows:

Hourly Charge Qut Rates

The rates depend on the complexity of the case.

Partner £200 - £275
Manager £140 - £175
Senior Case Administrator £90 —£140
Case Administrator £50 -£90

The above charge out rates incorporate the charges made for “support staff”, that is to say
secretaries and cashiers. '

The office holder(s) will seek approval from creditors to draw remuneration on a time
cost basis, in accordance with the rates detailed above, at the meeting of creditors.

In common with all professional firms, our charge out rates increase from time to time.
We reserve the right to change the rates without prior notice to you. Any change will be
reported in the next statutory report to creditors.

Rechargeable Disbursements

The firm also charges the following NOT charged by third parties. (SIP9 category 2
disbursements) as follows:

Photocopying 17p per copy

Mileage at : 40/60p per mile
Storage of boxes internally £8 per annum per box
Destruction of boxes £8.50 each

Room Hire where meeting held at Gibson Booth office £50

The office holder(s) will seek approval from creditors to draw these disbursements at the
creditors meeting.

These rates are applicable on all insolvency appointments from 1% September 2004 until
further notice.
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