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COTSWOLDGATE LTD - IN ADMINISTRATION
(“the Company”)

ADMINISTRATORS’ STATEMENT OF PROPOSALS PURSUANT TO
PARAGRAPH 49 OF SCHEDULE B1 OF THE INSOLVENCY ACT 1986

Report Dated 6" June 2008

Richard Hawes & Stephen Ramsbottom
Deloitte & Touche LLP

3 Rivergate

Temple Quay

Bristol BS1 6GD

This report has been prepared for the sole purpose of advising creditors pursuant to the
Insolvency Act 1986. The report I1s private and confidential and may not be relied upon,
referred to, reproduced or quoted from, in whole or in part, by creditors for any purpose other
than advising them, or by any other person for any purpose whatsoever

The Administrators act as agents of the Company without personal liability
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ABBREVIATIONS
For the purpose of this report the following abbreviations shall be used

“Act” Insolvency Act 1986 (as amended)

“the Administrators” Stephen Anthony John Ramsbottom and
Richard Michael Hawes

“Deloitte” Deloitte & Touche LLP

“the Company” Cotswoldgate Limited
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1. BACKGROUND

1.1. Introduction

This report 1s prepared pursuant to Paragraph 49 of Schedule B1 of the Insolvency Act 1986
The purpose of the report is to provide creditors with details of the Administrators’ proposals
to achieve the objectives of the Administration The background information has been
provided by the Directors of the Company and has not been verified by the Administrators

To assist the creditors and to enable them to decide on whether or not to vote for the
adoption of the proposals the following information 1s also included n this report

- Background of the business,

. The circumstances giving nse to the Administration,

. The Directors’ Statement of Affairs,

. Details of the Administrators’ fees and expenses, and
. Other information to assist the creditors

In accordance with paragraph 52(1) of schedule B1 to the Insolvency Act 1886, the
Administrators do not intend to summon a meeting of creditors, as they believe that the
Company has insufficient assets to enable a distribution to be made to unsecured creditors

1.2. Statutory Information

The Company was incorporated on 13 November 2002

Statutory information on the Company, including details of the Directors and Company
Secretary, 1s provided at Appendix 1

13 Overview of Financial Information

A summary of the last three years Consolidated Accounts as filed at Companies House are
detalled below

Summary Profit and Loss Account
Year Ended 30 April

2005 2006 2007

£°000 £ ‘000 £ ‘000
Turnover 9,033 10,940 13,303
Cost of Sales (8,966) (11,808) (12,698)
Gross Profit \(loss) 67 (868) 605
Administrative Expenses (891) (1,229) (1,228)
Operating Loss (824) (2,097) (623)
Other Interest Recevable 8 7 10
Interest Payable (13) (63) (76)
Loss on ordinary activiies (829) {2,153) (689)
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Tax credit on loss 263 633 237

Loss on ordinary activities (566) (1,520) (452)

after taxation

Summary Balance Sheet £ ‘000 £ ‘000 £ ‘000

Fixed Assets

Tangible Assets 25 15 10

Current Assets

Stocks — WIP 9,140 8,278 19,717

Debtors 351 1,141 1,526

Cash at bank 19 - 70
9,510 9,419 21,313

Creditors - amount falling (10,299) (11,718) (24,059)

due within 1 year

Net Current Liabilities 789 (2,299) (2,746)

Total Assets Less Current (764} (2,284) (2,736)

Liabilities

Capital and Reserves

Called up Share Capital 1 1 1
Profit and Loss account 765 (2,285) (2,737)
Deficit on Shareholders (764) (2,284) (2,736)
Funds

2. THE CIRCUMSTANCES GIVING RISE TO THE ADMINISTRATION

Important note The information contained in section 2 1 has been provided by the directors
of the Company

21 Events Prior to the Administration

The Company was Involved in residential development in the South West of England It
employed 30 staff and traded from leasehold premises in Gloucester It was established in
May 2003

The Company owned a number of legal entities (see attached organisation structure), each
of which was established for the purpose of acquinng and developing a residential site  This
legal entity structure was required by the senior debt bank to enable its loans to be
separately tracked and managed The structure was normal in the market for development
finance
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It received funding support from Aurehian Property Finance Ltd (APF) which financed the
residential property developments & held secunty over the assets of the Company and its
subsidiaries The business also receved funding from Monmouthshire Buillding Society &
Principality Building Soctety who each held secunty over funded assets Bovis Homes also
held security in relation to a deferred payment for a development site At the time of the
Administration a total of £34m was owed by the Cotswoldgate Group to secured creditors,
inciuding £27m to APF

APF held fixed and floating charge security over the Company and its subsidianes which
were undertaking developments  APF also held cross guarantees between these
companies, ncluding Cotswoldgate Ltd The other lenders held specific fixed charge
security over the property assets which they funded and the Principality Building Society held
floating charge secunty over Cotswoldgate Showhomes Limited (*CSH")

APF and the Company have certain common shareholders although the Company was run
by a management team that was independent of APF

Since the Company was established APF provided funding equivalent to 100% of the value
of the land and work 1n progress The Company researched the market for 100% residential
development finance, which included businesses such as Wolsey Securites and Cala
Finance, and concluded that the structure and terms of the finance from APF were
competitive In the marketplace With the support of APF the Company had established a
substantial land bank & operating infrastructure The Company expected to break into profit
in the 2007/08 financial year with £1 6m forecast for the year on a turnover of £34m It had
reduced losses to £80k at the half-year (2 of the first 6 months had recorded profits) and
anticipated continued growth going forward The appointed auditors to the Company,
KPMG, approved the accounts of the business as a going concern in October 07

The housing market began to slow over the 07/08 winter season with the Christmas and
January periods notoriously slow for housing sales The directors decided to dispose of 2
parcels of land in Fanngdon, Oxon and Brockwaorth, Gloucester each of which benefited from
residential planning approval as a way of mitigating the effects of the slowing market Offers
were received for each parcel which would have generated approx £1m profit and a similar
amount In cash on completion of the disposals These were initially agreed to take place n
the first 2 months of 2008 During February and March 08 the downturn in market conditions
became more severe and the speed of the fall-off in the volume & value of sales had a
significant effect on the potential cash position of the Company going forward Creditor
payments were not paid as normal in March as the directors considered how to address the
position During this penod a large number of creditors were contacted and contractors were
stood down on several sites Workload was concentrated only on those units which were
able to bnng In cash n the short-term, due to sales having already been agreed During
March, against the rapidly worsening market conditions both offers for the two land parcels
were reduced During this period a statutory demand and threats of other action were
received from creditors On April 15 the directors notified APF that they had been advised
a winding-up petition was being prepared by a major suppher Against this worsening
backcloth, and with values clearly deteriorating further, APF found the position untenable
and on 16" April 1ssued a demand on the business for repayment of its debt The group was
unable to repay the debt and on 16" Apnl APF served a repossession order to take charge
of its secunty A board meeting of the Company was therefore convened on 17" April as the
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Company was left with no development sites to manage The decision was taken to appoint
Administrators to the Company

2.2 Details of the Appointment of Administrators

Stephen Anthony John Ramsbottom and Richard Michael Hawes of Deloitte & Touche LLP,
3 Rivergate, Temple Quay, Bnstol BSt 6GD were appointed Joint Administrators of the
Company on 18 Apnl 2008 on applications by the Directors for Administration

For the purposes of paragraph 100 of Schedule B1 of the Act the Administrators confirm that
they are authorised to carry out all functions, duties and powers by either of them, jointly or
severally

23 Purpose of the Administration

From 15 September 2003 the Enterpnise Act 2002 replaced the previous four purposes of
Administration with one overarching purpose, split into a 3 part single purpose

. Firstly, to rescue a company as a going concern (in other words a restructuning which
keeps the entity intact)

° Secondly, if the first purpose Is not reasonably practicable (or the second purpose
would clearly be better for the creditors as a whole), then the administrator must
perform his functions with the objective of achieving a better result for creditors than
would be obtained through an immediate liquidatton of the company This would
normally be by a sale of the business and assets as a going concern

. Thirdly, if nerther of the first 2 parts of the purpose are reasonably practicable, the
administrator must perform his functions with the objective of realising property In
order to make a distribution to secured and/cr preferential creditors

Given the circumstances it was clear that the Company required immediate protection In
order to stabilise the situation The purpose of the Administration was therefore to achieve a
better result for creditors as a whole

A rescue of the company as a going concern was not achievable since the Company ceased
trading immediately upon the appointment of Administrators, and all employees made
redundant, on 18 Apnl 2008

3 THE MANNER IN WHICH THE AFFAIRS OF THE BUSINESS HAVE BEEN MANAGED

3.1 Introduction

The Company ceased trading immediately upon the appointment of Administrators The
Administrators have therefore sought to maximise the realisation of assets and safeguard
Creditors' interests in assets owned by subsidiary Companies contained within the Group

It has therefore been necessary to set up a clear communication lines between the
Mortgagee In Possession and Administrators whereby the former has been cbliged to
provide weekly progress reports upon the building progress relating to all sites
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3.2  Sale of the Properties and other assets

The services of DTZ Property Consultants have been engaged to carry out formal valuations
of all sites within the subsidiary group As at the date of these proposals, the final report has
yet to be received, however management of the Mortgagees in Possession advise that this
will matenalise during the course of the next week

In any event, as controlling shareholders of all subsidiary Companies 1t 1s necessary for the
Administrators to specifically approve of all transactions involving the sale of property
contained within those entities No sale of property has been completed since the
appointment of the Administrators Practical measures have been put into place concerning
solicitors responsible for conveyance duties

It will be the duty of the Administrators or any duly appointed Liquidators to the Company to
ensure that the sale of any property in which the Company holds a vested interest 1s for fair
value and at arms length Whilst it 1s not possible for the Administrators to enforce the early
sale of developments at this stage, discussions continue with the Mortgagees in Possession
as to the preferred marketing strategy

Creditors are reminded that all proceeds of sale are subject to the cross guarantees referred
to in Section 2 of this document The cross guarantees themselves are In the process of
being valdated by the Administrators’ solicitors The exception to this refers to properties
held within (“CSH") CSH which owns four completed properties currently being offered for
sale It 1s anticipated that a small surplus will anse following the sale of all four properties
which will be accountable In the first instance to the Administrators of the Company

Other assets are listed within the Directors Statement of Affairs (please see below)
4 DIRECTOR’S STATEMENT OF AFFAIRS

4.1 Introduction

A copy of the Statement of Affairs prepared by the director and filed at Companies House 1s
attached at Appendix 2 The Administrators comments on the Statement of Affarrs are set
out below

There are a number of different classes of creditors in Insolvency proceedings These are

. Secured creditors They have fixed and floating charge debenture secunty given by
the Company and are therefore paid in prionty to other creditors This prionty I1s subject
to payments to preferential creditors (see below) The amount owed to Aurelian
Properties Limited, subject to cross guarantees totals £27,000,000

" Preferential creditors These relate to employee hatihities for arrears of holiday pay
Preferential creditors are paid in prionty to the secured floating chargeholder

. Unsecured creditors These rank behind secured and preferential creditors and
receive any surplus available from net realisations after payment of the secured and
preferential creditors

4.2 Fixed Assets

These relate to computer equipment, fixtures, fittings and chattels located at the Company’s
premises In Brunswick House, Gloucester Business Park The Administrators agents have
valued the items at approximately £1,000 and a deal i1s being discussed for an in situ sale to
the current landlords of the property
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4.3 Deferred Tax
This relates to previous accounting periods and Is unlikely to hold any value for the estate
4.5 VAT Refund

A sum of approximately £50,000 has been received into the Company’s bank account and 1s
being held to the order of the Administrators

5. ADMINISTRATORS' FEES AND EXPENSES

51 Administrators’ fees

The Administrators’ time costs, for the pernod from 18 April 2008 (Date of appointment) to 6
June 2008 1s summarised n the table below A detaied analysis of the time spent is
attached at Appendix 4

The Administrators seek approval of the basis of therr remuneration and disbursements A
“Creditors Guide to Administrators’ Fees" 1s attached for your information and guidance

The Administrators time costs for the period 18 Apnl 2008 (Date of appointment) to 6 June
2008 are set out below

Classification of Work Partner |Manager|Assistants| Total | Timecost | Average
Function I Support | Hours (£) Hourly
staff Rate (£)
Administratron and Planning 2525 16 00 13 90 55 15| 19,895 50 360 75
Investigations - - - - -
Trading - - - - - -
Realisation of Assets 100 210 310| 1,03250 333 06
Creditors 10 25 - 3010 40 35| 1128875 27977
Pension - - - - - -
Total 3650 16 00 46 10 98 60| 32,216 75 326 74
Time cost (£) 18,506 25| 4,88000| 8,83050
Average hourly rate (£) 507 02| 30500 191 55

Administration and Planning includes administration strategy, administration and filing,
arranging banking facilities and dailly bankings, cashiering and voucher preparation and
authonsation, insurance and bordereau, preparation and planning for appointment, standard
letters, notices and directors’ questionnaires, comphiance, supervision and management of
the Administration
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Realisation of Assets includes debtors (review and collecticn), work in progress, dealing
with agents, litigation and claims, sale of business, securing and reviewing other assets and
VAT/Taxation

Creditors includes creditors and third parties quenes, reservation of ttle and propnetary
creditors, employee 1ssues (redundancy, P45, DTl etc)

All partners and technical staff (including cashiers) assigned to the case record therr time
spent working on the case on a computernised time recording system Time spent by
secretarial staff working on the assignment has not been recorded or recovered The
appropriate staff have been assigned to work on each aspect of the case based upon therr
senionty and expenence, having regard to the complexity of the relevant work, the financial
value of the assets being realised and/or claims agreed

Deloitte & Touche LLP present charge-out rates are summarised as follows

Current Rates
£/hour
Directors and Partners 475 - 560
Managers 225 -400
Assistants and Support Staff 120 — 155

6. OTHER INFORMATION TO ASSIST CREDITORS

6.1 Directors’ reporting

As part of their statutory duties the Administrators will consider the conduct of the Directors
in the cause of the Company’s failure and submit their confidential report to the DT1

6.2 Sales to Connected Parties

The Administrators have not been made aware of any sales to connected parties at other
than normal commercial rates in the two years prior to the start of the administration
6.3 Exit Routes from Administration

Under the Enterpnise Act 2002, all administrations automatically come to an end after one
year, unless an extension is granted by the court or with consent of the creditors

However, it 1s the Administrators’ intention to seek approval from Creditors to place the
Company into Liquidation at the earhiest practical opportunity (please see following
Statement)

6.4 EC Regulations

As stated in the Administration Orders in relation to the Companes Council Regulation (EU)
No 1346/2000 apphes and these are the main proceedings as defined in Article 3(1) of that
Regulation

6.5 The Prescribed Part

Section 176A and the Insolvency Act 1986 (Prescribed Part} Order 2003 are not expected to
apply in this case
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STATEMENT OF PROPOSALS PURSUANT TO PARAGRAPH 49 OF SCHEDULE B1 OF
THE INSOLVENCY ACT 1986

As stated in section 23 of this report, the Administrators have concluded that the first
prescribed objective under Schedule B1 3(1) (a) namely ‘rescuing the company (the legal
entity) as a going concern’ is not achievable in respect of the Company in Administration

Consequently, the Administrators have performed their functions in relation to the Company
with the objective set out in Schedute B1 3(1) (b), which I1s “to achieve a better result for the
Company’s creditors as a whole than would be likely if the Company were wound up”

The Administrators of the Company now propose

1 That having put into place reporting procedures and measures to stabiise the
position, steps are taken to place the Company into Creditors’ Voluntary Liquidation
as soon as practically possible

2 If the Company 1s placed into Creditors Voluntary Liquidation the Admtnistrators
propose to be appointed Joint Ligudators if appropnate Please note that the
creditors may nominate a different person as the proposed liquidator (provided
nomination 1s made after receipt of proposals and before proposals are approved)

3 the Admnistrators’ fees and expenses, as set out in section 5, are approved for
immediate payment,

4 if so requested, that a Creditors’ Committee be formed consisting of not more than 5
nor less than 3 crediors for the Company for the purpose of assisting the
Administrators 1n the performance of their duties, and that future Administrators fees
be fixed by reference to the tme given i attending to matters arising in the
Adminstration, calculated at the prevailing hourly charge out rates of Deloitte &
Touche LLP plus disbursements and VAT to be drawn as and when they see fit

5 That the Joint Administrators’ disbursements for mileage be fixed by reference to
mileage properly incurred by the Joint Administrators and their staff in attending to
matters arising In the winding up, calculated at the prevailing standard mileage rate of
40p used by Deloitte & Touche LLP at the time when the mileage 1s incurred

6 That the Administrators be discharged from liability in respect of any action of theirs
as Administrators on vacation of office (whether because they vacate office by reason
of resignation, death or otherwise, because they are removed from office or because
therr appointment ceases to have effect) in accordance with Schedule B1 paragraphs
98 & 99 of the Insolvency Act 1986

7 That the Administrators be discharged from any labiity 14 days after their
appointment as Administrators has ceased

———

R M Hawes and S A J Ramsbotiom
Deloitte & Touche LLP

3 Rivergate

Temple Quay

Bristol

BS1 6GD
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COTSWOLDGATE LIMITED
(IN ADMINISTRATION)

STATUTORY INFORMATION

Company name

Previous names

Company number

Date of incorporation

Previous Registered office

Ordinary 1ssued and called up share capital

1000 Authonsed Ordinary shares of £1 each

Shareholders

Directors

Company secretary
Bankers

Auditors

Cotswoldgate Limited

NWA

04588713

13/11/2002

Priory House, Usk, South Wales

£1,000

R Pernll (40%)
M Taylor (20%)
J Taylor (20%)
D Conner {10%)
S Rodden (10%)

Mrs M Miller
Mrs P Gwillam
S Rodden

A Booty

M Taylor

J Taylor

R Perrill

D Conner

S Rodden

Halifax Bank of Scotland

KPMG LLP
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COTSWOLDGATE LIMITED - IN ADMINISTRATION
Joint Administrators’ Summary Receipts and Payments Account for the Period
18 Aprii 2008 (Date of Appointment) to 6 June 2008

Statement

of Affairs Total
RECEIPTS £ £
Furniture and Equipment 1,000 -
VAT Refund 50,000 -

51,000 -

PAYMENTS

Balance in hand -
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