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TO THE CREDITORS

28 December 2011

Dear Sir/Madam

Tangram Leisure Limited — In Administration (the Company)

T/A Lifehouse Country Spa Resort, Frinton Road, Thorpe-le-Soken
1 INTRODUCTION

11 Following my appomtment together with James Stewart-Koster and David
Dunckley as admuntstrators of the above Company by the directors on 7
November 2011, 1 am submittng my proposals pursuant to paragraph 49(1) of
Schedule B1 to the Insolvency Act 1986 for achieving the objectives of the

admunistranon

12 This report contains the information required by Rule 2 33 of the Insolvency
Rules 1986

13 In accordance with paragraph 100 (2) of Schedule Bl to the Insolvency Act 1986

the funcuons of the admunistrators are to be exercised by any or all of them

2 STATUTORY INFORMATION
21 The Company's statutory details are as follows
Registered number 3966166
Date of mcorporation 6 Aprl 2000
Registered office Thorpe Hall
Station Rd
Thorpe Le Soken
CLACTON-ON-SEA
#}Esscx
CO16 0HE
Authorised share capital L 861,569 50

Issued share capital £ 861,569 50
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Directors: Shareholding
Paul Ricard Cronk £ 71,470 20
Peter Martin Tory £ 40,000 060
Stephen John Thursfield Brown L -
Angela Horsman £ -
Secretary Shareholding
Peter Martin Tory £ 40,000 00

The administration constitutes "main proceedings” under the EC Regulation on
Insolvency Proceedings

BACKGROUND TO ADMINISTRATORS® APPOINTMENT

Grant Thornton UK LLP (the firm) was first consulted by Clydesdale Bank ple,
who hold a qualifying floating charge over the assets of the Company, earlier this
year with a view to gving advice on the Company's financal position, specifically
a review of the Company's cash flow, future trading and property 1ssues

Pror to that consultation, neither I nor the fiem, had any dealings or involvement
with the Company, the directors or its secretary

The Company operates the Lifehouse Spa Resort in Thorpe-le-Soken (Lifehouse),
located near to Frinton-on-Sea and Clacton-on-Sea in North Essex

Lifehouse comprises an origmnal building and a purpose built spa set 1n grounds of
c 130 acres Planning permisston was obtatned 1n 2007, following which the spa
was developed during 2009 and 2010 and opened at the beginning of 2011

The resort facilittes include a spa, swimming pool, 35 treatment rooms, restaurant,
Jutce bar and 89 bedrooms

The first six months of trading 1n 2011 proved to be extremely difficult and a
drain on cash resources with losses of £2 113m in the first stx months of trading
In addition, there remains, a sighuficant number of snagging ttems 1 respect of the
construction of the resort which have not yet been fully resolved

Whilst some losses during the initial start-up penod were perhaps to be expected,
the level of losses together with the considerable development costs led to a
breach of covenants with the secured creditor

With the Company unable to secure on-gotng support from its bank, the directors
considered their options and having failed to obtain any other injection of funds,
deaded they were left with little option other than to place the Company into
admunistration  Subsequently, 1, together with James Stewart-Koster and David
Dunckley were appointed jomnt admunistrators on 7 November 2011
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CONDUCT OF THE ADMINISTRATION

Trading and financing of the administration

Upon appointment, Grant Thornton UK LLP staff attended the premuses to meet
with the Financial Controller, General Manager and the board of directors whete
we discussed recent trading results and our options going forward

A summary of these results 1s shown below for your reference

Apr May Jun Jul Aug Sep QOct
Revere 204,343 203,269 213,439 296,042 302,766 290,429 360,962
Cost Of Sales 36,997 41,919 55721 81,255 71,298 71,631 104,207
Gross profit 167,346 161,350 157,718 214,787 231468 218,798 256,756
Payroll 295464 204644 304977 319,261 311,433 308,202 296,437
Operating expenses 183,220 281,859 218,693 194634 155,198 184,601 231,062
EBITDA (311,338) (#15153) (365951} (299,100) (235163) (274,005) (270,743}

We considered all available options and deterruned that a imated period of
trading whalst under Admumstration would result 1n greater reahisations for the
creditors, i the form of a sale of the business and assets, as opposed to a "shut
down" scenario

I discussed the trading and financing of the admumstration with the Company's
board of directors and obtamned the support of the Clydesdale Bank to provide the
necessary funds

We met with all staff members, advising themn of our appomunent and have
contnued to trade the business on a "business as usual" basts, maintamning pre-
appotntment staff levels

We contacted all key supphers and notified them of our appomntment and our
willingniess to conunue to trade

Once we had secured the support of the Bank, the employees and the supplers,
out fext priotity was to secure, as far as possible, the assets of the Company and
ensure that the both the Property and business's trading actvities were adequately
msured

We have also been hassing with the Contract Administrator, The Manser Pracuce,
and the contractor, Hutton Construction Lumuted, regarding the various snagging
and defects that remamn outstanding

We have laised with agents and the secured creditor regarding the marketing of
the business and assets and expect a strategy for the disposal to be confirmed early
in the New Year In the meantime, we have collated some initial information and
curculated to those interested parties who have already contacted us ahead of the
marketing campaign

My receipts and payments account covering the pentod 7 November 2011 to 21
December 2011 15 attached (Appendix A) As we have yet to recerve the Statement
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of Affairs from the directors, there 1s no comparison to their estimations mn this

Appendix
ASSETS AND LIABILITIES

The directors have been requested to prepare a statement of affaurs of the
Company, but have not yet done so

Pursuant to Rule 2 33 of the Insolvency Act 1986, I am not providing an
estimated outcome statement for the creditors ay this time as I feel 1t could
prejudice the commercial interests of the Company in light of a potential sale of
the business and assets

Assets

The Company's principal asset 1s the preruses located at Frinton Road, Thorpe-
Le-Soken, which we ate currently seeking to sell Other assets will include the
premuses licenses and any mntellectual property rights

In accordance with Section 176A of the Insolvency Act 1986, where the first
floating charge held over the assets post-dates 15 September 2003, a prescribed
part 15 to be carved out of the floating charge assets and made avaiable to the
unsecured creditors The calculation 1s applied to the net property, this being the
floating charge assets less the preferential creditors  The prescribed part s 50%
of the first £10,000 of net realisattons and 20% of all net further realisations up to
a maximum prescribed part of £600,000

The prescribed part carve out will only become payable if there 1s sufficient
realisations to facilitate a distribution to the floating charge holder

Liabilities

Secured creditor

Clydesdale Bank provided the Company with funding prior to our appointment
and hold a first ranking fixed and floating charge Their total outstanding debt 15
¢ £29m

Preferential Creditors
At this stage there are no known preferential creditors

Unsecured Creditors
At present I am not yet able to provide an estimate of the total unsecured debt for
the creditors as the directors have not yet submitted the Statement of Affairs

PROPOSALS FOR ACHIEVING THE OBJECTIVE OF THE
ADMINISTRATION

In accordance with paragraph 3(3) of Schedule B1 to the Insolvency Act 1986, the
Jomnt Admumstrators must perform their functions with the objective of,

1 rescue the Company as a going concern, or
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2 to achieve a better result for the Company’s creditors as a whole than would
be likely if the Company were wound up (without first being 1n
admunistration) or,

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

The Joint Admunustrators will pursue the objective of achieving a better result for
the company’s creditors as 2 whole than would be likely 1f the company were
wound up

This objective wall be achieved by the Jont Administrators continuing to manage
the business of the company for so long as 1t 1s appropnate In attempting a mote
advantageous realisatton of assets

The Joint Administrators will seek to sell the business as a going concern It 1s
not envisaged that any purchaser will assume any of the existing liabilities, except
to the extent that by law they are compelled to do so (e g certain employment
related liabilities) However, the Joint adminstrator will not be restricted mn thewr
freedom to structure any sale in such manner as 1s advantageous to the creditors

Tt 15 proposed that the admunistration will end by the Joint Admerustrators filing a
notice to dissolve the Company, ot 1f more time 1s needed to complete
realisations after any extenston of the admunistration, the Joint Admuustrators
may apply for the hquidation of the Company and seek thetr appointment as Joint
Liquidators

ADMINISTRATORS" REMUNERATION AND DISBURSEMENTS

The creditors’ committee, 1f appointed, should determine the basis of the
administrator's remuneration If no commuttee 1s appotnted, a resolution of the
creditors will be required

Pre-adminsstration costs unpaid at the date of appointment of the administrators
may also be approved by the creditors commuttee or creditors under Rule 2 674
to rank as an expense of the administration Approval of the statement of
proposals does not constitute approval either of the adminstrators’ remuneration
ot of unpaid pre-administration costs

Background information regarding the fees of admunistrators can be found at
http //www msolvency-practitioners org uk (navigate via Regulation and
Gudance' to 'Creditors Guides to Fees') Alternatively I will supply this
information by post on request

The admunustrators will request that theit remuneration be calculated according to
the ume propetly given by the admunistrators and thetr staff in attending to
matters atsing in the admumstranon  Time 1s charged in 6 minute units

The adminustrator will charge out of pocket expenses at cost Mdeage 1s charged
at standard rates which comply with HM Revenue and Customs limits or AA
recommended rates VAT 1s added to disbursement charges as necessary
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Payments of the admunustrator's remunerauon and disbursements are to be met
from funds held in the administratton in prionty to the claims of creditors, and,
after approval of the basis, the admunistrator may draw sums on account

Time costs to date amount to £172,918 85 Further detalls, mcluding a
breakdown by category of staff and work done will be given to the creditors'
commuttee, if appotnted, or made available at the creditors’ meeting

MEETING OF CREDITORS

A meeting of creditors has not been convened because, m accordance with
paragraph 52(1) of Schedule B1 to the Insolvency Act 1986, I am of the opinion
that that the company has msufficient property to enable a distribution to be
made to unsecured creditors other than by virtue of section 176A(2){a)

The proposals contamned 1n this statement will be deemed to have been approved
by the creditors unless, within 8 business days of this statement being sent out, 2
meeting 1s requistioned by creditors whose debts amount to at least 10% by value
of the total debts of the company

Yours faithfully
for and on behalf of Tangram

Administrator

The affairs, business and property of Tangram Lessure Lunited are being managed
by David Thurgood, Jim Stewart-Koster and David Dunckley, appointed as Jomt
Admintstrators on 7 November 2011




TANGRAM LEISURE LIMITED - IN ADMINISTRATION
RECEIPTS AND PAYMENTS ACCOUNT
7 NOVEMBER 2011 - 21 DECEMBER 2011

APPENDIX A

Notes £
RECEIPTS
Sales 304,050 73
Pre-Appointment Sales 57,51290
VAT Payable 46,932 78
Total 408,556 41
PAYMENTS
Purchases 85,144 56
Pre Appointment Purchases 13,412 80
Self-Employed Salanes 4,968 86
Staff Agency Costs 1,839 05
Professional Fees 20,134 58
Commission Payable 16,394 71
Leasing and Hire Purchasing Costs 26,562 10
Repairs and Mantenance 2,444 87
Net Wages 200,00000
Employee Expenses 3,898 96
Bank Charges 88556
VAT Recelvable 22,674 36
Total 398,390 41
Net receipts and payments as at 21 December 2011 1 10,166 00
NOTES
1 The secured creditor has provided an overdraft facility in the sum of £500,000
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