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GLOSSARY OF TERMS

Abbreviation or term

Meaning

*Act'

'AMA'

‘AWH’

‘the Bank’
‘CBILS’

*Hilco’

‘the Company’
‘HMRC’

‘IBR’

‘P

‘Joint Administrators’ or

‘LT0’

‘net property’

‘NDA’
‘NOI*

iR
‘Pinsents’

‘preferential creditors’

‘Pre-pack’

‘Prescribed Part’

Insolvency Act 1986

Accelerated Merger and Acquisition

AWH Acquisition Corp Ltd (Company reg no: 12450173)
Clydesdale Bank PLC

Coronavirus Business Interruption Loan Scheme

Hilco Appraisal Limited

CK Realisations 2022 Limited (formerly Cartwnght King Limited)
HM Revenue & Customs

Independent Business Review

Intellectual Property assets

Mark Thornton and Martha Thompson

Legal Aid Agency
licence to occupy dated 23 December 2022 between the Company and AWH

Floating charge realisations after costs and payment of preferential and
secondary preferential creditors in full

Non-Disclosure Agreement

Notice on intention to Appointment Administrators pursuant to the Rules
Professional Indemnity insurance

Pinsent Masons LLP

Claims for unpaid wages earned in the four months prior to Administration
up to £800, hotiday pay and unpaid pension contributions in certain
circumstances. Where 3 decision is being sought from preferential creditors

these will include secondary preferential creditors

Pre-Packaged sale of the Company's business and certain assets to AWH on
23 December 2022

Where a company has granted a floating charge after 15 September 2003,
under Section 176A of the Act a proportion of the net property available to
a QFCH is set aside for the unsecured creditors of that company




CK REAUISATIONS 2022 LIMITED (FORMERLY CARTWRIGHT KING LIMITED) IN ADMIFISTRATION | IOHHT ALMIRIS TRATORS FROPISALS

‘Proposals’

‘QFCH’

‘RLS’

‘Rules’

*Sch.B1 to the Act’
*Sof A’

‘SPA’

‘secondary preferential
creditors’

‘secured creditors’
‘SIP 16'

‘SRA'

TTP*

‘TUPE’

‘unsecured creditors’

AWIPI

The Joint Admimistrators’ statement of proposals for achieving the purpose
of the Administration pursuant to Rule 3.35 of the Rules and Paragraph 49
of Sch.B1 to the Act

Qualifying Floating Charge Holder

Recovery Loan Scheme

Insolvency (England and Wales) Rules 2016

Schedute B1 to the Insolvency Act 1986

Statement of Affairs as at 23 December 2022

Sale and Purchase Agreement dated 23 December 2022 between the
Company and AWH

Where a company enters into Administration on or after 1 December 2020,
claims for unpaid VAT, PAYE deductions, Employee National Insurance
Contnibutions (NICs) deductions, student loan repayment deductions and
amounts withheld under the construction industry scheme

Creditors whose debt 1s secured, 1n accordance with Section 248 of the Act
Statement of Insolvency Practice 16 - Pre-packaged sales in Administrations
Solicitors' Regulation Authority

Time to Pay arrangement

Transfer of Undertakings (Protection of Employment) Regulations 2006

Creditors who are neither secured nor preferential

Work in Progress
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KEY INFORMATION

Background

Mark Thornton and Martha Thompson were appointed Joint Administrators of the Company on 23
December 2022.

The affairs. business and property of the Company are being managed by the Joint Administrators. who
act as agents of the Company and without personal liability.

Purpose of the Proposals

The main purpose of the Proposals is to provide you with a brief history of the Company, an explanation as
to why the Company is in Administration, and to set out how the Joint Administrators propose to achieve
the statutory purpose of the Administration.

The assets and Liabitities of the Company and the possibte outcome for creditors are also detailed.

Purpose of the Administration
The statutory purpose of an Administration consists of a hierarchy of three objectives:

a. Rescuing the Company as a going concern e.g. restructunng the Company's business, resulting in
the survival of the Company.

b. 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 in Administration.

¢. Realising property in order to make a distribution to one or more secured or preferential
creditors.

It is not possible to achieve Objective (a) due to the following reasons:

o The Company was loss making and the short-term cash flow forecast showed that, wathout
additional financial support, it was unable to trade solvently and pay liabilities as and when they
fell due.

¢ Given the financial position of the Company, additional funding was not available to support a
turnaround strategy.

e As part of the AMA process (detailed 1n the attached SIP 16 disclosure at Appendix 1), no offers
were received for the Company’s shares.

It is anticipated that the Pre-pack will generate a better result for creditors compared with the relevant
alternative, being cessation of trade and the Company entering Compulsory Liquidation in which case we
consider it bikely that the SRA would appoint intervention agents to protect and safeguard the client files
and client account.

In the event that SRA intervention agents were appointed, the anticipated costs would likely be significant
and would detrimentally impact any potential return to creditors. Consequently, the Joint Administrators
believe objective (b} (as noted above) will be achieved by virtue of:

e A potential return to HMRC as a secondary preferential creditor, in accordance with the Finance
Act 2020 or through applying Crown set-off where applicable;

¢ Potential distribution to the secured creditor (Bank) from asset realisations;

e ATUPE transfer of all employees to AWH, preserving contracts of employment and mitigation of
any preferential and unsecured claims in respect of redundancy and associated claims;
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o The purchaser (AWH) assuming the liability for all unpaid disbursement creditors;
s A potential Prescribed Part distribution to unsecured creditors; and

o Certain LAA shortfalls can be addressed through ongoing trading with contracts novating to AWH.
This will reduce the level of unsecured claims in the estate resulting in a potential enhanced
dividend to unsecured creditors via the Prescnbed Part, if applicable.

Return to creditors

The table below summarises the anticipated outcome for creditors, based on our current understanding of
the case, please note these figures may be subject to change.

Class of creditor Current estimate
Secured creditors Uncertain
Preferential creditors N/A
Secondary preferential creditors Uncertain
Unsecured creditors Uncertain

Approval of the Proposals

Based on current information, the Company has insufficient property to enabie a distribution to be made
to unsecured creditors, other than by virtue of the Prescribed Part. In accordance with paragraph 52(1)(b)
of Sch.B1 to the Act the Joint Administrators are not seeking a decision from the unsecured creditors to
approve the Proposals and are not required to seek a decision from creditors as to whether to establish a
creditors’ committee.

However, creditors whose debts amount to at least 10X of the total debts of the Company may request
that a decision be sought to approve the Proposals or to establish a creditors' committee. In the absence
of such a request, the Proposais will be deemed to have been approved eight business days after delwvery
of these Proposals.

A request for a decision procedure form 1s attached at Appendix G. Before a decision procedure 1s
convened, the Joint Administrators will require a deposit for the costs of convening and holding the
decision procedure. These costs may be approved as an expense of the Administration by the other
creditors.

What you need to do

If you haven’t already provided the Joint Admimistrators with details of your claim, please do so at your
earliest possible convemence using the proof of debt form at Appendix F.

If you have any queries regarding your claim or require any assistance completing the form, please contact
Finlay Wilson on -44 (0)113 244 3839.

If there any matters that you consider merit investigation you should provide details n writing to Business
Restructuring, BDO LLP, 5 Temple Square, Temple Street, Liverpool, L2 SRH or via email to
BRCMTNorthandScotlandi@bde.co.uk.

Creditors’ rights

An overview of the rights of creditors are detailed in Appendix B.
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Contact details

Contact: Finlay Wilson

Business Restructuring, BDO LLP, 5 Temple Square, Temple Street, Liverpool, L2 5SRH
Tel: +44 (0)113 244 3839
Email: BRCMTNorthandScotland:®bdo.co.uk

Reference: 00422410
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FACTORS WHICH LED TO THE ADMINISTRATION
APPOINTMENT

Background
The Company was incorporated on 22 Apnl 2016.

The Company i1s privately owned by Steven Gelsthorpe and Michael Thurston on a 50/50 basis. Mr
Gelsthorpe and Mr Thurston are also the only directors of the Company.

The Company 15 the sole shareholder of two non-trading entities, S J Gelsthorpe Limited and M G Thurston
Limited.

The Company traded as a legal firm from ten leasehold premises across the UK, predominantly operating
in the East Midlands. It provided legal services including criminal defence. childcare/family matters,
health and welfare, immigration, and motoring offences. A large proportion of work was supported by
funding from the LAA.

Factors leading up to Administration

The Company experienced significant delays 1n progressing its existing legal cases as a result of disruptions
caused by Covid-19. These delays had a detrimental impact on the Company’s financial performance and
cash flow. Whilst the Directors sought to tntroduce protective measures (eg furlough and other cost
cutting measures), financial performance was negatively impacted.

Consequently, 1n the year to 30 September 2020 (‘FY20'), the Company recorded a loss of £0.7m. This
loss ted to the balance sheet moving from a net asset to a net liability position.

Despite the Company making a net profit of cf£44k for the year ended 30 September 2021 (*FY21°), 1t
experienced ongoing trading difficulties as a result of court backlogs and delays to hearings impacting case
progression, billing, turnover and file completion rates. Given the issues faced, the Bank agreed to
provide additional funding to the Company, namely;

o FY21 - ct0.6m CBILS loan and a £0.2m extension to the overdraft facility; and
o  March 2022 - RLS loan was provided to support a turnaround plan.

In February 2021, the Company also received additional CBILS funding of £150k from Kingsway Asset
Finance and £250k from White Oak UK.

The Directors sought to implement operational improvements to increase profitability and improve
cashflow. [n addition, they also engaged the services of an experienced interim CEO n 2022.

The Directors were of the opinion that performance had improved and that the turnaround plan was
progressing well throughout the Summer of 2022. However, in September 2022, the Company 1dentified
an 1ssue with LAA tnvoicing which resutted in LAA receipts in October 2022 being less than anticipated.
The reduced receipts resufted 1n a forecast funding shortfall in the week commencing 24 October 2022.

Based on BDO's discussions with the Company's shareholders (also directors), they did not have sufficient
resources to inject additional funds and the Bank had previously confirmed that they were not abte to
provide additional funding beyond the existing facilities. Alternative funding was not considered to be
deliverable given the financial position of the Company.

Consequently, on 18 October 2022, the Directors instructed BDO to undertake an AMA process and
undertake contingency planning for a potential insolvency appointment.
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As detailed later 1n the Proposats (“Marketing of the business for sale”) and the attached SIP Disclosure,
following a robust AMA process, three offers were received for the Company’s business and assets. The
offers received were however on the basis a sale completed through an insolvency process.

BDO entered negotiations/discussions with the interested parties with a view to securing a sale of certain
business assets through a pre-pack sale.

Immediately following the appointment of the Joint Administrators on 23 December 2022, 3 sale of the
business and certain assets completed to AWH.

Marketing of the business for sale

A detailed summary of the marketing process is provided in the attached SIP 16 Disclosure.

Notwithstanding the above, a high-level summary of the process is summarised as follows:

Following engagement to commence an AMA process, we identified a number of potential
mterested parties follovang an extensive review of the legal sector to identify firms that operate
similar divisions, undertake LAA work and some of whom have gecgraphical similanties to the
Company, amongst other factors.

BDO's SSM&A team contacted 36 interested parties and issued a process letter setting out the
indicative offer deadline of Midday on Friday 11 November.

16 parties expressed an interest and signed an NDA to be given access to a data room in order to
perform due ditigence ahead of the deadline for offers.

By 14 November 2022, seven parties had withdrawn their interest and two parties were granted
extensions until close of business on Tuesday 15 November.

In total, three credible offers were recewved. Of the offers received, one was for the business and
assets of the whote Company whilst two other offers were for the business and assets of certain
departments {‘Piecemeal Offers’). The two Piecemeal Offers were complimentary and were
considered together against the offer for the business and assets as a whole.

After analysis of the three offers, it was determined that the single offer for all the business and
assets from AWH delivered the best outcome for creditors taking into account a number of
relevant factors (further details setting out the rationate for progressing with AWH are
summarised in the attached SIP16 Disclosure).

Following further detailed due diligence by AWH, and given the increasing tevels of financial
challenge within the Company, AWH reduced their 1nitial offer. After careful consideration, 1t was
concluded that the revised offer still detivered the best availabte outcome for creditors as a
whole. Consequently, a sale of certain business and assets completed to AWH, being an
unconnected third party, immediately following our appointment on 23 December 2022.

Pre-appointment engagement

BDO LLP was appointed by the Company prior to the appointment of the Joint Administrators. A summary
of those engagement is set out below:

Engagement letter dated 24 September 2021 - preparation of an IBR;

Addendum dated 5 November 2021 to the engagement letter dated 24 September 2021 - options
analysis and contingency planning;

Engagement letter dated 23 November 2021 - AMA preparation & support regarding renegotiation
of HMRC TTP arrangement; and




" CK REALISATIONS 2022 LIMITED (FORMERLY CARTWRIGHT KIRG LIMITED) IN ADMIFISTRATION | IOtHT ALMINISTRATORS FROPISALS

s Addendum dated 19 October 2022 to the engagement letter dated 23 November 2021 - AMA launch
& further contingency planmng.

Prior to appointment, the Joint Administrators considered whether the prior engagement of BDO LLP could
result in any real or perceived conflicts of interest or ethical threats. The engagement was carefully
considered and 1t was concluded that the work did not give rise to any conflict of interest or ethical
threat. As a result, the Joint Admimistrators were satisfied they could accept the appointment.

Pre-Administration costs

Pre-Administration costs have been incurred in preparing and planning for the Administration and
negotiating the sale of the business and assets. These costs are set out in detail at Appendix E.

The payment of unpaid pre-Administration costs does not form part of the Proposals, and separate
creditor approval is required to pay these costs, which will be issued in due course.

If a creditors’ decision procedure 1s requested and a creditors’ committee 15 established, it will be for the
creditors’ committee to approve these costs.

If a creditors’ committee is not established, as the Company has insufficient property to enable a
distribution to be made to unsecured creditors, other than by virtue of the Prescribed Part, approval will
be sought from the secured creditor (the Bank) and HMRC, as the secondary preferential creditor.
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STEPS TAKEN SINCE APPOINTMENT

Initial steps and management of the Company’s affairs

As noted above, immediately following the appointment, a sale of the business and certain assets
completed to AWH.

A high-level summary of the matters which we have undertaken since the appointment is detailed below:

e We are aware that certain fee earners and associated operating departments left the Company
prior to the sale completing to AWH. The WIP incurred whilst the client files were being
progressed by the Company (prior to the fee earners leaving), are 3 potential realisable asset.
WIP undertakings were provided to the Company from the firms to which the respective fee
earners transferred. We are in the process of establishing the level of the WIP which transferred
and value of WIP undertakings given with a view to pursuing the realisation of the respective
undertakings for the Company.

e In accordance with the terms of the SPA, the Company has provided AWH with a LTO for three
leasehold properties. We have contacted the respective landlords/landlord’s agents with regards
the current position. AWH have 1ssued notice that they wish to exit all three sites on 22 January
2023. We will arrange handover of these premises and will then liaise with the relevant landlords
regarding vacation,

o Certain former trading premises were not required by AWH. We have contacted those landlords

otr nmmeats 2o mmmfirem unoabiom of dharca meamartine and hava amaiira A nth cannrde

el
UIIU Lllcll agtliilad LU v vavaviviil vi LlchC PIUpTILICO aliu 1ave Clhiquinou Wil 7T <ya U.,

terminating or surrendering the respective lease agreements.

¢ We have completed all the relevant statutory notices and documents pursuant to the Rules
following our appointment (this includes, but 1s not limited to, notice of our appointment to the
Company's creditors, statutory advertising in the London Gazette, pension notifications,
Compames House filings, SIP16 Disclosure to creditors, preparing the Proposals, insurance, setting-
up Admimistration bank accounts, notices to HMRC etc).

e Setting up internal files, updating, actioning and cleanng diary lines (as and when appropnate)
and complying with internal BDO LLP policies and procedures.

o Dealing with quenes from creditors following the appointment and assisting with quenes from
AWH where necessary/appropriate.

o General ad hoc matters following the appointment.

The receipts and payments account attached at Appendix C details the realisations to date.

Sale of business

As noted above and detailed in the SIP 16 Disclosure, a sale of the business and assets completed
immediately following the Administration appointment on 23 December 2022. Further information with
regards to the sale 1s provided in Appendix |.

Due to the timing of the appointment on 23 December 2022, it was not possible to prepare, review and
delwver the Proposals to creditors within seven days of our appointment. Notwithstanding the above, the
Proposals have been prepared and delivered as soon as reasonably practical following our appointment.
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Asset realisations

A summary of the asset realisations made to date, with a comparison against the estimated to realise
valtues per the SofA, i1s summansed as follows:

SofA (£) SofA(f£) Purchase price (£)
Net Book Value Estimated to Realise

Assets Subject to fixed charge
14 Nil 10,000 10,000

Assets subject to floating charge

Work In Progress - LAA 3.957.056 73,766 73,766
Trade Debtors - LAA 226,561 4,223 4.223
Work In Progress - Pnivate Client 763.944 14,241 14,241
Trade Debtors - Private Client 416,811 7,770 7,770
Pll prepayment 194, 411 60,000 60,000
Fixtures Fittings and Office 102,643 30,000 30.000
Equipment

Total 5,661,426 200,000 200,000

Pursuant to the terms of the SPA, £151,301 has been received in respect of the sale consideration
(totatling £200k). The remawning balance of £48,699 will be paid under deferred terms, by way of four
monthly instalments, with the final payment due by no later than the first business day in May 2023.

The above realisations in respect of WIP and debtor receipts do not take into account any additional
deferred consideration due 1n accordance with the terms of the SPA (see attached SIP 16 Disclosure for
further detais). Such receipt would improve recoveries.

Hilco, independent professional valuing agents, were engaged by the Company prior to our appointment to
provide a valuation of the Company's fixtures and fittings. Based on the advice from Hilco, the assets
were valued on an in-situ and ex-situ basis at £69k and £27.2k respectively.

Investigations

The Joint Administrators have a duty to investigate the affairs of the Company and conduct of the current
directors, and any former directors who were in office three years prior to our appointment. The Joint
Administrators must submit a confidential statutory report to the disqualification unit of the Department
for Business, Energy & Industrial Strategy regarding the conduct of atl directors, former directors (within
three years of the appointment) and shadow directors (if applicable).

Other matters

In addition to the above matters, we have dealt with all statutory matters required by legisiation and
administrative work incidentat to our duties as Joint Administrators in this Administration.
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FINANCIAL POSITION

Statement of Affairs

At Appendix D is a copy of the SofA of the Company as at 23 December 2022, being the date of the Joint
Administrators’ appointment. This does not include any costs of the Administration.

The SofA has been prepared by Mr Stephen Gelsthorpe, in his capacity as a director of the Company. Mr
Thurston has provided a statement of concurrence, in his capacity as a director of the Company, agreeing
to the figures stated in the SofA. Please note, as Joint Administrators of the Company, we have reviewed
the SofA but we have not carried out any audit or other venfication work.

Assets

In accordance with the attached receipts and payments accounts, funds totalling £159,800 have been
received as at 11 January 2023. A summary of the receipts is detailed as follows:

Receipt (£) | Comments

P 10,000.00 | Funds received pursuant to the SPA.

Fixtures, fittings and 30,000.00 | Funds received pursuant to the SPA.

Equipment

Ph 60,000.00 | Funds received pursuant to the SPA,

Trade Debtors - LAA 4,223.00 | Funds received pursuant to the SPA,

Trada NDahtare - nrivata 7 770 DN Fiinde racraivad mnisrciiant ta tha CDA

Trade Debtors - private 7,770.00 | Funds received pursuant to the SPA

Client

WIP - LAA 25,067.38 | Funds received pursuant to the SPA. Additional
funds are subject to deferred consideration (see
comments below).

WIP - Private Client 14,241.00 | Funds received pursuant to the SPA,

LTO ' 8,498.56 | Funds received from AWH for the continued

occupation of three teasehold sites registered to
the Company for the penod 23 December 2022 to
22 January 2023. These funds will be paid on to
landlords in due course.

A summary of the potential assets that are yet to be realised is detailed below:
Deferred Consideration

In accordance with the terms of the SPA, deferred consideration totatling £48,699 1s due from AWH by way
of four monthly instalments, with the final payment due by no later than the first business day in May
2023.

WIP/Debtors

In accordance with the terms of the SPA, the Company will be entitled to receive 50 of any WIP/debtor

realisations recovered by AWH that exceed £2.5m. We will therefore review and momtor the debtor/WIP
realisations collected by AWH following our appointment, noting a mechanism to achieve this 1s included

within the SPA.

At this stage, the level of any potential realisations in respect of the above is uncertain.
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WIP/Debtor Undertakings

As referenced above, certain chient files transferred with the respective fee earners to other firms prior to
the date of Administration and sale to AWH. In order to protect the Company’s position, undertakings
were obtained from the firms where the respective fee earners transferred.

We are in the process of establishing the level of the WIP transferred and value of undertakings given with
a view to pursuing the realisation of the respective undertakings.

Based on current information, we understand the level of WIP which transferred is c£459k. Estimated
realisations are uncertain at this stage.

Liabilities
Secured creditor- Clydesdale Bank PLC

The Bank has a fixed charge and floating charge over certain Company’s assets which was registered at
Company's House on 27 November 2019.

Based on current information, the 8ank is owed c£5.1m at the date of appointment. This includes
liabitities due to them in respect of a term loan, CBILS loan, RLS loan and overdraft facility.

Based on current information, returns to the Bank as secured creditor are uncertain.

Preferential creditors

Given the Company's employees transferred to AWH under TUPE, pursuant to the terms of the SPA, we do
not expect any preferential claims in the Admimstration.

Secondary preferential creditors

HMRC will have a secondary preferential claim in respect of unpaid VAT and PAYE/Tax deductions. Based
on current information, the claim is estimated to be c£1.3m.

Crown set-off may reduce the liabitity. The extent to which this applies and associated impact is yet to be
determined.

in the event HMRC cannot or do not apply Crown set-off, or there remains a llability post set-off (yet to be
determined), HMRC will be entitled to claim as a secondary preferential creditor against the Company.
Should HMRC claim as a secondary preferential creditor, any potential dividend to HMRC will be dependent
on the level of floating charge asset realisations, after the deduction of professional costs and expenses of
the Administration. Consequently, the level of returns to HMRC is currently uncertain.

Prescribed Part

Based on current information, 1t is uncertain whether there will be a distribution under the floating charge
secunty and consequently Prescnbed Part. In the event there are no funds avaitable from the floating
charge security, the Prescribed Part will not apply.

Unsecured Creditors

The SofA details unsecured creditors’ claims totalling c£1.3m. To date, the Joint Administrators have
received claims totalling c£306k from nine creditors. Further claims are expected to be received
throughout the course of the Administration.

Based on current information, there will not be a return to the Company's unsecured creditors, other than
potentially via the Prescribed Part.
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Joint Administrators’ remuneration and expenses

It is proposed that the remuneration of the Joint Administrators is approved on a time ¢osts basis in
accordance with the fees and expenses estimate, which will be circulated in due course.

As at 11 January 2023, time costs of £36,651 have been incurred over 115 hours at an average rate of £315
per hour. A detailed report of time costs incurred to date is attached at Appendix H.

It 1s proposed that the Joint Administrators be authonsed to draw mileage based on the scale approved by
HM Revenue & Customs, currently 45p per mile, as an expense of the Administration.

Creditors are required to approve the basis of the remuneration of the Joint Administrators and that the
above expenses ('category 2 expenses’) be drawn from the Administration estate.

If a creditors® decision procedure 1s requested and a creditors' committee is established, it will be a role
of the creditors’ commttee to approve the basis of the remuneration of the Joint Admnistrators and that
category 2 expenses be drawn from the Administration estate.

If a creditors’ committee is not established, as the Company has insufficient property to enable a
distribution to be made to unsecured creditors, other than by virtue of the Prescribed Part, approval will
be saught from the secured creditor (the Bank), and HMRC, as the secondary preferential creditor.

To date, no expenses have been paid.
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FUTURE OF THE ADMINISTRATION

It is proposed that the Joint Administrators continue to manage the affairs and property of the Company in
order to achieve the objective of the Admimstration.

A brief summary of the outstanding matters are detailed below:

Completion of all statutory matters following the appointment;

Preparing a fees and expenses estimate and seeking approvat for our pre-appointment fees, post
appointment fees and expenses from the relevant class of creditor(s);

Collection of the deferred consideration due pursuant to the SPA, reviewing WIP/debtor receipts
to AWH to establish whether any additional receipts may be due to the Company (1e 50% of
receipts due in respect of total WIP/debtor cotlections that exceed £2.5m per the SPA) and
collecting any monies that may be due 1n respect of WIP,/debtor undertakings:

Preparning and filing the Company’s VAT returns in Admimistration, preparing and filing the
Company's corporation tax return in the Administration;

Cashienng functions, 1e hiaising with the bank, recording receipts, processing payments,
completing bank reconciliations etc;

Assisting Pinsents and AWH with regards to agreeing and transferring funds held in the Company’s
client account to AWH;

Liaising with AWH and the tandlords/landlord’s agents with regards to the on-gowng occupation and
vacation of properties subject to the LTO including subsequent termination/surrender of the
leases. Liaising with the landlord/landlord’s agents with regards to termination/surrender of the
Company’s lease agreements with the remaining properties not required by AWH;

Dealing with any insurance matters following our appointment;
Assisting AWH with any ongoing transitional matters following completion of the transaction (eg
transferring certain creditor agreements for ongoing use and payment by AWH) in accordance with

the terms of the SPA;

Responding to creditor queries and, where applicable, recording details of creditor ctaims
submitted against the Company;

Liatsing with HMRC to determine the final value of their claim;

Completing our investigations of the Company's affairs in the period prior to our appointment and
reviewing the directors/former directors conduct. In respect of the latter, filing of confidential
report to the disqualification unit of the Department for Business. Energy & Industrial Strategy;

Calculating and paying dividends to the Company's creditors where appropriate:

Preparing and filing the Administrators’ six-month progress report(s) following the appointment in
accordance with the Rules;
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s Complying with BDO LLP’s internal policies and procedures and monitonng/clearing diary lines for
statutory matters;

+ Reviewing and paying for any costs and expenses of the Administration from funds held in the
estate (legal fees, agents fees, Admimstrators remuneration etc);

e General ad hoc matters that may arise following the appointment (former client/employee
queries etc);

o Completing our closure procedures and obtaining clearance from HMRC, solicaitors etc; and

s Preparing and filing our final report to creditors, Companies House etc prior to closing the
Administration,

Extension of the Administration

If necessary, the Joint Administrators will seek approval to extend the Administration which is due to end
on 22 December 2023.

Exiting the Administration

As it is currently estimated that there are insufficient funds to pay a dividend to unsecured creditors,
other than by virtue of the Prescribed Part, it is proposed that the Company will move from Administration
to dissolution.

Joint Administrators’ discharge from liability

It is proposed that the Joint Administrators be discharged from liability on the registration of the notice to
move from Administration and the final progress report with the registrar of companies. Approval will be
sought from the secured creditor (the Bank) and HMRC, as the secondary preferential creditor (if
applicable), pnor to closure.
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APPENDIX A

STATUTORY INFORMATION

Information

Company name
Trading name(s)
Company registration number

Registered office

Former Registered office

Directors

Company secretary

Issued share capital

Date of appointment

Court name and reference

Appointor

Joint Administrators

Joint Administrators’ address

EU Regulations on Insolvency
Proceedings

Date of delivery of the Proposals

Data Controt and GDPR

CK Realisations 2022 Limited (formerly Cartwright King Limited)
Cartwright King / Cartwright King Solicitors
10143062

C/0 BDO LLP, 5 Temple Square, Temple Street, Liverpool, L2 5RH

Lock House, Wilford Street, Nottingham, NG2 1AG to be changed
to C/0 BDO LLP, 5 Temple Square, Temple Street, Liverpool L2
SRH

Stephen John Gelsthorpe
Michael Granvilte Thurston

Stephen John Gelsthorpe

Stephen John Gelsthorpe - 12,500 ordinary shares
Michael Granville Thurston - 12,500 ordinary shares

23 December 2022

High Court of Justice, Business and Property Courts in Leeds -
2022-LDS-001054

The directors, pursuant to Paragraph 22 of Sch.B1 to the Act

Mark Thornton
Martha Thompson

Under the provisions of paragraph 100(2) of Sch.B1 to the Act
the Joint Administrators carry out their functions jointly and
severally meaning any action can be done by one Administrator
or by both of them.

BDO LLP, Central Square, 29 Wellington Street, Leeds, LS1 4DL

EU Regulation 2015/848 (‘the Recast Regulation’) applies to the
Company and these are COMI proceedings.

The Proposals will be deemed delivered on the date of the
upload of the Proposals to the creditor portal.

Mark Thornton and Martha Thompson are authorised to act as
Insolvency Practitioners by the Institute of Chartered
Accountants 1n England and Wates in the UK. The Joint
Admimistrators are Data Controllers as defined by the Generat
Data Protection Regulations. BDO LLP will act as Data Processor
on the instruction of the Data Controllers. Personal data will be
kept secure and processed only for matters relating to the
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Administration of CK Realisations 2022 Limited. Please see the
privacy statement at https://www.bdo.co.uk/en-gb/privacy-
notices/insolvencies
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APPENDIX B

CREDITORS' RIGHTS

Copies of BDO LLP's charging and expenses policy, ‘A Creditors’ Guide to Admimstrators’ Fees' and
information on the rights, duties and functions of a creditors’ committee are available at
https://www,bdo.co.uk/en-gb/insights/advisory/business-restructuring/creditors-guides.

The Insolvency Service has established a central gateway for considering complaints in respect of
Insolvency Practitioners. In the event that you make a complaint to us but are not satisfied with the
response, then you should visit https://www.gov.uk/complain-about-insolvency-practitioner where you
will find further information on how you may pursue the complaint.

The Joint Administrators are bound by the Insolvency Code of Ethics when carrying out all professional
work relating to this Admwnistration. A copy of the code can be found at
https:/ /www.icaew.com/technical/ethics/icaew-code-of -ethics/icaew-code-of -ethics.
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APPENDIX C

RECEIPTS AND PAYMENTS ACCOUNT




CK Realisations 2022 Limited (formerly Cartwright King Limited)
(In Administration)
Joint Administrators’ Summary of Receipts & Payments

Statement From 23/12/2022 From 23/12/2022
of Affairs To 11/0172023 To 11/01/2023
£ £ £
FIXED CHARGE ASSETS
10,000.00 P 10,000.00 10,000.00
10,000.00 10,000.00
ASSET REALISATIONS
73,766.00 WIP - LAA 25,067.38 25,067.38
4,223.00 Trade Debtors - LAA 4,223.00 4,223.00
14,241.00 WIP . Private Client 14,241.00 14,241.00
7,770.00 Trade Debtors - Pnivate Client 7.770.00 7.770.00
30,000.00 Fixtures, Fittings and Equipment 30,000.00 30,000.00
60,000.00 Professional Indemnity Insurance 60,000.00 60,000.00
Licence to Occupy Fees 8,498.56 8,498.56
149,799.94 149,799.94
200,000.00 159,799.94 159,799.94
REPRESENTED 8Y
Floating Current Account 151,301.38
Floating Deposit Account 10,198.27
Output VAT (1,699.71)
159,799.94

Page t of 1 1PS SQL Ver. 2012 10 11 January 2023 15:01
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APPENDIX D

STATEMENT OF AFFAIRS




Rule 3.30

Statement of affairs

Name of Company Company number
CK Realisations 2022 Limited (formerly Cartwright 10143062

King Limited)

In the Court case number
High Court of Justice, Business and Property Courts 001054 of 2022

in Leeds, insolvency and Companies List {ChD)

Statement of affairs of CK Realisations 2022 Limited (formerly Cartwright King Limited)
(‘the Company') whose registered office is situated 5 Iemple Square, Temple Street,
Liverpool, L2 5RH.

On 23 December 2022, the date that the Company entered Administration.

Statement of Truth

| believe that the facts stated in this statement of affairs are a full, true and complete
statement of the affairs of the Company as at 23 December 2022, the date that the
Company entered Administration. | understand that proceedings for contempt of court may
be brought against anyone who makes, or causes to be made, a false statement in a

document verified by a statement of truth without an honest belief in its truth.

Full name Stephen John Gelsthorpe

Signed - ﬁ_

Dated B )\}1)2.7
|

I



A - Summary of Assets

Assets

Assets subject to fixed charge:

Intellectual Property
Clydesdale Bank PLC

Shortfall carried down

Assots subject to floating charge:

Work In Progress — LAA

Trade Debtors — LAA

Work In Progress — Private Client

Trade Debtors - Pnvate Client

Trade Debtors - Unbilled disbursements
Work In Progress — Undentakings
Trade Debtors - Undertakings

Fixtures, Fitlings and equipment
Professional Indemnity Insurance Prepayment
Prepayments - Other

Investments (shares in subsidianes)
Directors Loan Accounts

Uncharged assets’

Estimated total
creditors

assets available for preferential

Signature <=

4

Book Value Estimated to
Realise
£ £

Nil 10,000
(5.079.452) (5.079,452)
(5.079.452) (5,069,452)
3,957.056 73,766
226,561 4,223
763,944 14,241
416.811 7.770
533,729 Nil
458,675 Unknown
7.530 Nit
102,643 30.000
194,411 60.000
24,225 Nil

2 Nil

33,821 Nit
6,719,408 190,000
Nl Nil
6,719,408 190,000

Date 1.\.). L),é;




A1 - Summary of Liabilities

[ Estimatedto
realise
£ ’ £ :
Estimated total assets avalilable for preferential 190,000 |
Creditors (carried from page A)
Liabifities \
Preferential Creditors - employee claims Nl |
Secondary preferential creditor - HMRC (see noie 2 below) Nit
(assumes Crown set off apphed)
| Nl
Estimated surplus as regards preferential creditors 190,000
Estimated prescribed part of nat property where apghicable {41.000)
(to carry forward)
Estimated total assets available for floating charge holders 149,000
Debts secured by floating charges (5.069.452) |
Estimated deficiency of assets after floating charges (4.920.452)
Estimated prescribed part of net property where applicable (drought 41,000
down)
Toiail asseis avaiiabie (0 unsecured creditors ' ‘_é.i_..flcﬁhu‘"*{
Unsecured non-preferental claims
(excluding employee and consumer creditots) (878,331)
Employee/former employee claims {total no creditors: Nil) Nt
Consurmner creditors (Lotal no. aediors. Nity Nil ,
b eTe3d
Estimated deficiency regards non-preferential creditors (exc. (837,331) ’
shortfall to floating chargeholders)
Shortfall to floating charge holders (brought down) ; (4,920,452)
Estimated deficiency/surplus as regards creditors | (5.757.783)
Issued and called up capital | | (25.000
Estimated total deficiency as regards members (5,782,783)

Notes

1 For tho purpuse of the abowe: Statemont of Aflairs it & assumed that HM Revenue 8 Customs apply Crown sct-of against
WP and Detiors dug from the Legd' Aid Agercy . tesuBing vi no socondary proferential of unsecueed cavms from them

}
< 3
Signature __ ——1 — pate |1 | V[T
\
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APPENDIX E

PRE-ADMINISTRATION COSTS

The pre-Admimstration costs incurred with a view to the Company entening Administration are detailed

below.

Incurred £ Paid £ Paid by Unpaid costs £

Fees charged by the Joint Administrators

1. Pre-appointment fees 109,161 Nit N/A 109,161

Expenses incurred by the Joint Administrators

2. Legal fees 121,526 Nil N7A 121,526

Total

222,824 Nil N/A 222,824

1. Once a sale of the business and assets appeared likely, following the AMA process, the directors
determined that there was a settled intention to appoint Administrators to facilitate a Pre-pack sale of the
Company's business and certain assets and filed a NOI shortly thereafter on 25 November 2022.
Consequently, from 22 November 2022, the proposed Admimstrators incurred time costs for dealing with
the following matters:

Complying with internal policies with regards to the proposed appointment;

P A o A oA

Setting up internal fi regards to the proposed appointment;

Planning specific to the proposed appointment as Administrators;
Review and companson of offers received;

Preparation of estimated outcome statements to determine the likely outcome to creditors versus
the likely outcome if the Company entered Liquidation (the retevant alternative). Updating the
estimated outcome statements following revision of offers and updated information from the
Company;

Liaising with the Company’s directors, management to obtain information required in respect of
the proposed appointment (employee details, creditors, financial position etc);

Supporting strategies associated with the Company's key stakeholders, primanly the SRA (in order
to avoid the appointment of intervention agents and gain SRA sanction to the proposed transaction
and transfer of client files), the LAA (with regards to a novation of the LAA contracts) and the
Bank (with regards to ongoing support while the AMA process and proposed sale progressed, the
estimated return to them as a secured creditor and their consent to the proposed appointment);

Review of the Company’s property portfolio and obtaining legal advice with regards to the
Company entering licence to occupy agreements/termination/surrender of the Company’s
leasehold properties, in order to facilitate the proposed transaction;

Protracted negotiation and correspondence with AWH with regards to the proposed sale and
agreement of the terms of the SPA;

Liaising with the Company, AWH and Pinsents with regards to the Company’s client account
reconcitiation prior to completion of the SPA;

Liaising with Pinsents, AWH and the Company with regards to the Company’s unpaid legal
disbursements (legal costs for services provided in respect of client matters) and the proposed
treatment of those creditors;
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Ltaising with the Company's pre-appointment insurance brokers, the Company, Pinsents and AWH
to facilitate novation of the Pil cover to AWH;

Lraising with AWH and the Company with regards to finalising notifications to the Company’s
clients regarding the proposed transaction;

Lraising with AWH and the Company with regards the TUPE transfer of employees and employee
communications;

Liaising with Pinsents, with regards preparing and finatising the SPA and supporting agreements;

Lraising with Pinsents with regards their appointment as Solicitor Manager n respect of the
Company's Client and Office accounts (noting the cost of this will be paid by AWH); and

Completion of certain statutory matters prior to the appointment, including preparation of the SiP
16 Disclosure to creditors.

The above steps were essential for the Pre-pack sale to complete.

Absent the above, i1t was likely that the Company would enter Compulsory Liguidation resulting in the
closure of the Company, the likelihood of SRA intervention agents being appownted by the SRA to safeguard
client files and monies (likely incurring significant professional costs and detrimentally impacting creditor
distributions) and all of the Company’'s employees being made redundant.

Consequently, and as detailed 1n the SIP 16 Disclosure, it is anticipated that the Pre-pack sale witl
generate a better result for the Company’s creditors as 2 whole than Compuisory Liquidation.

The current charge out rates per hour of staff within the firm, who worked on the Administration pre-
appointment, are as follows:

Grade t
Partner 690/920
Director 386-772
Senior Manager 322-643
Manager 176-470
Senior Executive 141-328
Executive 86-173
BDO LLP tax department (max) 1.208

2. Pinsents were engaged to assist with the following matters:

Legal advice with regards to the proposed Pre-pack sale (including SPA) and appointment process;
Communications with the SRA and the LAA;

Agreement of the LAA novation agreements required to transfer the LAA contracts from the
Company to AWH;

Reconcihiation and detaited review of the of the Company’s client account prior to completion of
the sale;

Initial steps in respect of their appointment as Solicitor Manager;




H CK REALISATIONS 2022 LIMITED (FORMERLY CARTWRIGHT KING LIMITED) IN ADMIFISTRATION | IOHHT A[MINISTRATORS' FROPISALS

s Provision of legal advice with regards to the Company's properties, including preparation of the
LTD agreements;

¢ Novation of the Company’s Pl cover from the Company to AWH; and

e Provision of legal advice with regards to the proposed sale and preparation and agreement of the
SPA and associated agreements.

The above steps were essential for the Pre-pack sale to complete.

The Joint Administrators are not aware of any other person qualified to act as an insolvency practitioner
having acted in relation to the Company.
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APPENDIX F

PROOF OF DEBT FORM
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PROOF OF DEBT FORM

CK Realisations 2022 Limited (formerly Cartwright King Limited) - in Administration (‘the Company’)
Company registration number: 10143062
Date the Company entered Administration: 23 December 2022

Name of Creditor
(1] O oMy plaase NSO Qrve campezry tegisiration numter ad whore
registeres)

Address of Creditor
INCiuang emall kv ess fO0 COrrespondencs

Total amount of claim, including any Value Added Tax and ¢
outstanding uncapitalised interest as at the date the
Company entered administration.

Note: Any trode of other discaanits fexcept st for immediute o
early settlement} which would have heen avarlabie to the company b
Jar the insedvory proceedings shauld he dedac ted fram the above cdahm
whese televant. Whet e oy pavitent is made In relation to the cdatm oe
set-off applied after dote of adminivtration, ths should be deaucted

If amount in 3 above includes outstanding uncapitalised
interest please state amount.

Particulars of how and when debt incurred
(If you need more space appaend a3 contiruation sheet to this form)

Particulars of any security hetd. the value of the secunty,
and the date it was given.

Particulars of any reservation of title claimed in respect
of goods supplied to which the claim relates.

Details of attached documents by reference to which the
debt can be substantiated.

Signature of creditor
or person authorised to act on his behalf

Name (BLOCK CAPITALS)
Dated
Position with or in relation to creditor

Address of person signing
(1t ditfevent trom 2 above

Please complete and return this form to Finlay Wilson, Business Restructunng, BDO LLP. 5 Temple Square, Temple
Street, Liverpool, L2 5RH or by emai to BRCMTNorthandScotland:@bdo.co.uk.
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APPENDIX G

CREDITORS' REQUEST FOR A DECISION PROCEDURE FORM
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CREDITORS’ REQUEST FOR A DECISION PROCEDURE FORM

CK Realisations 2022 Limited (formerly Cartwright King Limited) - In Administration (‘the Company')
In the High Court of Justice, Business and Property Courts in Leeds - 2022-LDS-001054
Company registration number: 10143062

Name of Creditor

Address

Email

Claim £

Purpose of the decision procedure requested:

‘Delete as applicabte

| confirm that my claim represents at least 10% of the total debts of the Yes / No*
Company.

Where my claim represents less than 10X of the total debts of the Company a lList of the creditors
concurring with my request together with their confirmation of concurrence is attached.

Signature

Name (BLOCK CAPITALS)

Authority

Dated
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CREDITORS’ REQUEST FOR A DECISION PROCEDURE FORM

CK Realisations 2022 Limited (formerly Cartwright King Limited) - In Administration (‘the Company')
In the High Court of Justice, Business and Property Courts in Leeds - 2022-LDS-001054
Company registration number: 10143062

Creditors concurring with the request for a decision procedure:

Name Address Claim t

Please note that n order to request a decision procedure, the request must be made by creditors totatling
10% or more of the total debts of the Company.

Please complete and return this form and a proof of debt form (untess previously submitted) to Finlay
Wilson, Business Restructuring, BDO LLP, 5 Temple Square, Temple Street, Liverpoot, L2 SRH or by email
to BRCMTNerthandScotland@bdo.co.uk to be received no later than eight business days of the date of the
delivery of the Joint Administrators’ proposals.
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APPENDIX H

TIME COSTS INCURRED

Time costs of £36,651 have been 1ncurred to date and a breakdown 1s detailed below.

Activity Partnes Mrrectos Senine Manaer Senior Executive  Taral howrs, Time cooty, Ae Rate
manager exccutive £ {
S on appointment 1.7¢ 1585 6.0 \7.7% 9.69 91.5% 13,049.6% 264.71
Planping amnd stiateygy a.7m 1.60 0.1 21 1,3%) ip Ll
Stanntory 1eper ting and 250 .30 4.75 2.20 24.2% 9,743 .8 404,05
decisions
Graetat adnunistratan 0.70 1.89 1.0 09 9.7 1,876 00 3391
Assets 7.85% 50 R 15 1959 1) 47402
Empioyees ard renstons 1.2% 1.10 1.20 3.9% 723.60 203.81
Creditony 2.4N 8. 129 705 14,9} 3,310 40 222 17
Porsl agpqintment 910 010 .20 IM2.00
Ltaxation
TOTAL 5.65 42.30 26.10 21.05 20.10 115.20 36,650.65 31815

The current charge out rates are detailed in Appendix E.

Steps on appointment

o (Case set-up and setting up internal files

o Imtial statutory notifications and advertisements

o Imtial correspondence with directors with requests for information and SofA
e information gathering

e  Liaising with the Company's former professional advisors and bankers

s Instructing solicitors to review validity of appointment

Planning and strategy

e Attending internal meetings following the appointment to discuss next steps and proritise
distribution of work

Statutory reporting and decisions
e Preparation of the Joint Administrators’ proposals

¢ Preparation of the fees and expenses estimate

General administration

s Setuing-up the Administration bank account and other cashiering functions
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e Assisting with quenes from AWH, third parties regarding the transition of the business and certain
assets to AWH

s  Dealing with press enquiries

Assets

+ Obtaining open cover insurance and liaising with our insurers with regards to the public liability cover
for the properties subject to a licence to occupy with AWH

¢  Taking steps to identify the WIP undertakings for work streams/divisions that transferred prior to the
sale to AWH

» Prepanng and sending letters to the Company’s landlords/landlord’s agents regarding the
occupation/termination/surrender of the Company’s leasehold properties

Employees and pensions

» Preparing and sending letter to employees to confirm sate of business and certain assets to AWH and
confirming contract of employment has transferred to AWH under TUPE

* Notification of appointment to the Pensions Regulator, the Pension Protection Fund and the scheme
administrator

Creditors
o Liaising with the secured creditor
s  Obtaining legal advice on the validity of security

S omn o~ P N P Yale ]
I

Dot donm = - on - 5 - z =
A4 NEYITYWINYE dlld 1CopV ldl Ui aiiv ©HSH g

onto IPS
Post Appointment Taxation

s Reviewing the VAT 769 notice to HMRC
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APPENDIX |

SIP 16 DISCLOSURE




SIP 16 DISCLOSURE
Cartwright King Limited - In Administration (‘the Company'}

In the High Court of Justice, Business and Property Courts in Leeds - 2022-LDS-001054
Company registration number: 10143062

Company background

The Company traded as a legal firm from ten (easehold premises across the UK, predominantly operating
in the Fast Midlands. It provided legal services including criminal defence, childcare/family matters,
health and welfare, immigration and motoring offences. A large proportion of work was supported by
funding from the Legal Aid Agency {*LAA’).

The Company re-banked with Clydesdale Bank PLC, now Virgin Money, (‘the Bank') three years ago. The
Bank has the benefit of a fixed and floating charge over the Company's assets which was created and
registered on 27 November 2019. At the date of appointment, the Bank was owed c.£5.1m.

The Company experienced significant delays in progressing its existing legal cases as a result of disruptions
caused by Cownid-19. These delays had a detnmental impact on the Company’s financial performance and
cash flow. Whilst the Directors sought to introduce protective measures (eg furlough and other cost
cutting measures), financial performance was negatively impacted.

Consequently, in the year to 30 September 2020 (‘FY20°), the Company recorded a loss of £0.7m. This loss
led to the balance sheet moving from a net asset to a net liability position.

The accounts to 30 September 2021 (‘FY21') showed an increase in turnover of £0.7m to £9.7m and a net
profit of £44k, with earnings before interest, tax, depreciation and amortisation (‘EBITDA’) of £275k.

Notwithstanding the above, due to ongoing trading difficulties as a result of court backlogs and delays to
heanngs impacting case progression, bitling, turnover and file completion rates, the Bank agreed to
provide additional funding to the Company, namely;

e FY21 - c£0.6m CBILS loan and a £0.2m temporary extension to the overdraft facility; and
e March 2022 - £2m RLS loan was provided in March 2022 to support a turnaround plan.

In February 2021, the Company also received additionat CBILS funding of £150k from Kingsway Asset
Finance and £250k from White Oak UK.

As a result of the Company's ongoing trading difficulties, on 24 September 2021, BDO were engaged by the
Company and the Bank to complete an independent business review (‘IBR’). The matter was originally
referred on 16 September 2021 directly to BDO LLP by Mr Charies Metherell, acting as intenm CEO and as
consultant to the Company.

BDO were subsequently instructed 1n November 2021 to undertake further review work to facilitate the
Bank’s decision to continue to support the Company, given concerns regarding the Company’s tong-term
sustainabitity. BDO's Special Situations MEA ('SSMRA') team were also instructed to begin preparation for
an Accelerated Merger and Acquisition process (‘AMA’) (for a scenano if this were required) and the BDO
VAT team were also simultaneously engaged to assist with the renegotiation of the Company's existing
Time to Pay arrangement (“TTP’) with HMRC.

In March 2022, the Company successfully renegotiated the existing TTP with HMRC to include additionat
debts due up to December 2021. This involved repayment of ¢.£110k per month for ten months.

Ultimately, the AMA process did not launch as the Company was successful in renegotiating the TTP and
the Bank agreed to provide additional funding through the RLS to support delivery of a turnaround plan.

Since March 2022 the Directors have sought to implement operational improvements to increase
profitability and improve cashflow. In addition, they also engaged the services of an experienced intenm
CEO.

The Directors were of the opinion that perfortnance had improved and that the turnaround plan was
progressing well throughout the Summer of 2022. However, in September 2022, the Company identified an
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issue with LAA invoicing which resulted in LAA receipts in October 2022 being less than anticipated. The
reduced receipts resuited in a forecast funding shortfall in the week commencing 24 October 2022.

Based on BDO's discussions with the Company's shareholders, they did not have sufficient resources or the
appetite to inject additional funds and the Bank had previously confirmed that they were not able to
provide additional funding beyond the existing facilities.

On 18 October 2022, the Directors contacted BDO to discuss the financial position of the Company.
Following those discussions, the Directors instructed BDO to undertake an AMA process and undertake
contingency planning for a scenario whereby an insolvency process was required.

Consequently, the Directors took the decision to restrict payments to those deemed operationally critical
1n the week commencing 17 October 2022 in order to ensure that there was sufficient available cash to
pay October salaries and allow delivery of an AMA process and associated transaction. The Directors have
continued to take their own independent legal advice from Tyr Law in this regard.

Summary of key considerations for the AMA process

e The Company was a law firm regulated by the Solicitors Regutation Authonty (‘SRA’) and the
majonty of its work was LAA funded. its service areas were personal law, including Crime, Care,
Mental Health, Court of Protection, Family and others.

¢ The Company’s base case cash flow showed insufficient funding in November and both the Bank
and sharehotders confirmed they were not prepared/unable to provide further funding.
Consequently, there was an urgent need to comptete the process quickly given uncertainty
regarding avaitable Liquidity.

e The Directors were concerned by the timeframe available before a creditor commenced

enforcement action given the need to manage payments whilst the AMA was progressed. Given the
above, BDO worked on the basis of trying to complete a transaction in early December.

* Given the regulated nature of the Company and timeframe available, a deliverabte solution was
only likely to be achieved from other legal practices familiar with the regulatory environment and
LAA contractual positions. Against the backdrop of well publicised challenges associated with

legal aid work and the financial performance of the Company, institutional investor based
solutions were unlikely to be deliverable in the time available.

Summary of Prior Engagements
Betow is a summary of BDO LLP’s prior engagements with the Company:
e Engagement letter dated 24 September 2021 - preparation of an independent business review;

e Addendum dated 5 November 2021 to the engagement letter dated 24 September 2021 - options
analysis and contingency ptanning;

e Engagement ietter dated 23 November 2021 - AMA preparation & support regarding renegotiation
of HMRC TTP arrangement; and

e Addendum dated 19 October 2022 to the engagement letter dated 23 November 2021 - AMA launch
& further contingency planning.

Proposed strategy

A suitable interested party, and associated transaction that delivered the best autcome for creditors
{detailed further subsequently), was identified via the AMA process. This was considered to be the best
option avaitabte based on a number of considerations inctuding:
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* The regulatory environment and risks/costs associated with intervention by the SRA if a solution
involving protection of client files and client monies was not found;

¢ Uncertainty regarding ongoing financial performance given the Company’s reliance on LAA work;

* The financal position of the Company and associated indebtedness: and

e The lack of available funding from existing and alternative providers, with the Company’s short
term cashflow forecasts indicating that the Company was unable to trade beyond December 2022,
even if only cntical payments were made.

Taking into account other atterative options (detailed further subsequently) and the financial position of
the Company, it was determined that a pre-pack sate of the Company’s business and assets should be
completed immediately following the appointment of Mark Thornton and Martha Thompson as Joint
Admimistrators of the Company on 23 December 2022.

The business and/or assets have not been acquired from an insolvency process within the previous 24
months.

Purpose of Administration

The statutory purpose of an Administration consists of a hierarchy of three objectives:

a. Rescuing the Company as a going concern (eg restructuring the Company's business, resulting in
the survival of the Company).

b. 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 in Administration.

c. Realising property in order to make a distribution to one or more secured or preferential
creditors.

It is not possible to achieve Objective (a) due to the following reasons:

* The Company was loss making and the short-term cash flow forecast showed that, without
additional financtal support, 1t was unable to trade solvently and pay liabilities as and when they
fell due.

¢ Given the financial position of the Company, additional external funding was not availabte.

« As part of the AMA process, no offers were received for the Company's shares.

It 15 anticipated that the Pre-pack sale of the bustness and assets will generate a better result for creditors
compared with the relevant alternative, being cessation of trade and Liquidation. Consequently, the Joint

Administrators believe objective (b) (as noted above) will be achieved by virtue of:

e Potential distribution to the Bank from the realisation of the Company's intellectual Property
assets (‘IP*).

¢ A TUPE transfer of all employees preserving contracts of employment and mitigation of any
preterential and unsecured clawms in respect of redundancy and associated claims.

¢ The purchaser assuming the liability for all unpaid disbursement creditors.

e Apotential return to HMRC as a secondary preferential creditor, in accordance with paragraph 98
of the Finance Act 2020 or 1n accordance with their right to apply Crown Set off against Legal Aid
Agency (“LAA™) WIP and debtors.

e Certain LAA shortfalls can be addressed through ongoing trading wath contracts novating to the
purchaser.

¢ The potential mitigation of certain landlord claims should an agreement be reached between the
purchaser and landlords regarding ongoing occupation of the Company's former trading premises.
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Consultation with key stakeholders

Throughout the AMA process, and in the lead up to the proposed appointment, the Company, with the
support of BDO, have continued to liaise with the following key stakeholders in respect of the Company's
financial difficulty, AMA process and proposed transaction:

SRA

LAA

The Bank

Landlords

HMRC

Employees

Other creditors as required

vVVyVyVVYPVYY

This was essential to achieve the best outcome for all creditors through a sale of the business/assets when
compared against the Company's alternative options (as detailed later in this disclosure). Most
stakeholders understood that, given the financial difficulties faced by the Company, the transaction was
in the interests of many parties (including clients and creditors) to transfer the entire practice, thereby
ensuring continuity of service and secunng the best outcome for creditors as a whote.

Valuations

Hitco Appraisal Limited ('Hilco’) were instructed by the Company on 17 November 2022 to provide 3
desktop valuation of the Company’s tangible assets which are made up of fixtures and fittings, office
equipment and computer equipment. The valuation was undertaken by Jason Hall, who 1s Partner of Hitco
and is RICS certified with over 25 years of valuation experience. It was based on market values for both an
in-situ basis (1 remaining at premises and sold as a whole) and ex-situ basis (1e removed from premises
and sold via auction or private treaty, as a whole or piecemeat). A physical inspection of the assets was
not deemed necessary due to the nature and perceived value of the tangible assets.

In addition to the valuation of tangible assets, Linda Shannon of Hitco, who has over 5 years a specialist
ntellectual property analyst, provided a letter of recommendation confirming that, based on the
information provided to them, historic sales exercises and experience in the disposal of related assets, it
is unlikely that they would achieve a return greater than £10,000 were they to market the Company's IP i1n
isolation as part of a Liquidation or Admimistration. With this in mind it was not deemed cost effective to
procure a format valuation of this asset.

It was not deemed necessary to seek a professional valuation of WIP and trade debtors because the AMA
process had extensively explored the market and vatue was determined by offers received. The costs of
realising WIP and debtors outside of the proposed sale process would have been cost prohibitive.

A summary of the valuation is set out betow and compared to the offer received.

Proposed Sale price Basis 1 (In situ) Basis 2 (ex situ)
Fixtures & Fittings,
Office Equipment £30,000 £69.000 £27,200
(including Computer
Equipment)
P £10,000 n/a - see above n/a - see above

In addition to the above valuation, Hilco also provided a Leasehold Property Report (dated 21 November
2022) which confirmed, in their opinton, that there was no premium value attaching to any of the
leasehold interests.

Hilco are RICS registered valuers and have adequate professional indemnity cover of $25m. Hilco also
confirmed their independence.
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Marketing and Offers

The Company was advised that any marketing of the business and assets should conform to the Marketing
Essentials’ set out in SIP 16.

AMA Process - approach to market

Due to the nature of the business, it was determined that a sales process was required to preserve the
business and allow the Company to continue to trade whiist being marketed, with the following factors in
mind:

» Any purchaser would need appropriate regulatory certification from the SRA in order to operate
the client files. The SRA would only consent to a transfer of the business and assets to another SRA
regulated firm.

> LAA consent to contract novation would only be granted to an SRA regulated firm and likely to a
firm with previous experience of operating LAA contracts and files.

BDO's SSMEA team contacted 36 interested parties and 1ssued a process tetter setting out the indicative
offer deadline of Midday on Friday 11 November. The interested parties were identified following an
extensive review of the tegal sector to identify firms that operate similar divisions, undertake LAA work
and some of whom have geographical simlarities to the Company.

16 parties expressed an interest and signed a Non-Disclosure Agreement ("NDA’) to be given access to the
data room in order to perform due diligence ahead of the deadline for offers. By 14 November 2022, seven
parties had withdrawn their interest and two parties were granted extensions until close of business on
Tuesday 15 November. in total, three credible offers were received.

Of the offers received, one was for the business and assets of the whole Company whilst two other offers
were for the business and assets of certain departments. The two piecemeal offers were complimentary
and have been considered against the offer for the business and assets as a whole,

After analysis of the offers, 1t was determined that the single offer for atl the business and assets from
AWH Acquisition Corp Limited (company number 12450173, SRA ID number 668538) should be pursued for
the following reasons:

- 1t provided a better result for the Company's creditors after taking into account the mitigation of
the costs of realisation;

- All employees were transferred to the purchaser under TUPE regutations, preserving employment
and avoiding employee preferential and unsecured claims;

- The purchaser will be a successor firm, which the SRA deem to be a key factor;

- SRA intervention is likely to be avoided, the costs of which would rank ahead of the costs of
insolvency and all creditors and would likety leave little or no surplus reatisations for creditors;

- The purchaser has novated the LAA contracts, which was the LAA's preference and will likely
maximise LAA WIP and debtor recoveries. Delivering this novation based on other offers may not
have been achievable;

- The purchaser has assumed the liability for any unpaid disbursement creditors, estimated at
£135k.

- The company's Pl Insurers agree to a novation of the existing Pll poticy to the purchaser as a

successor firm, which avoided the need for the Company to trigger run-off cover, the cost of
which would likely exceed £0.5m;
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- The purchaser is to make arrangements for the archive, storage and destruction of all client files
including closed files, at its own cost, which would avoid the need for the Company to make its
own arrangements for such services, the costs of which were estimated to exceed £0.2m. Again
this will reduce the risk of SRA intervention;

- The purchaser was willing and able to transact in a short timeframe, understanding the need to
preserve the Company’s staff base and business. Given the ongoing funding issues faced by the
Company and associated creditor chalienges it maximised the likelihood of delivering a transaction
in the timescales indicated by the Company’s short term cash flow forecasts;

- The purchaser’'s owners have a proven track record of delivering similar transactions in distressed
scenanos and their expenence and knowledge assisted deliverability; and

- The alternative piecemeal sale solution was constdered to carry a material risk of not being
deliverable within the necessary timetable. Furthermore, this potential solution increased the
risk of SRA intervention and there was no certainty that LAA novation coutd have been delivered in
this scenano.

During due diligence and given the increasingly levels of financial challenge within the Company, AWH
reduced thewr imtial offer. After careful consideration and taking into account the above factors, options
available to deliver another solution, levels of financial distress and overall outcomes, it was concluded
that the revised offer still delivered the best available outcome for creditors. Consequently, agreement
was reached to proceed with the sale to AWH.

The transaction

Immediately following the appointment of the Joint Administrators on 23 December 2022, a sate of the
Company's business and assets completed to AWH Acquisition Corp Limited (‘AWH’).

To the best of our knowledge, AWH has no connection to the Company, the Directors/shareholders or
secured creditors or other associated parties of the Company.

It 15 not anticipated that the Directors/shareholders of the Company will transfer to AWH or be involved in
its management going forward.

Assets
The following assets are included 1n the proposed sale:
Purchase price ()
Assets Subject to fixed charge
P 10,000
Assets subject to floating charge
WIP and Debtors £100,000
plus 50% of amount recovered by
the purchaser above £2.5m
Pl insurance prepayment 60,000
Fixtures Fittings and Office Equipment 30,000
Any additional amounts receivable in respect of WIP, Debtors and Receivables will be determined by the
value recovered by AWH in due course.

Sale consideration

AWH paid £151,301 upon completion, with a further £48,699 of deferred consideration payable in four
monthty instalments, due on the first business days of February to May 2023.
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£30,000 was allocated agawnst fixtures & fittings and office equipment and £10,000 to Intellectual
Property.

£60,000 was allocated against the Pl insurance prepayment on the condition the policy was novated to
AWH. It is untikely that this would have held any value In an alternative closure/liquidation scenario.

The remaining consideration of £100,000 was to WIP and Debtors and Receivables. As mentioned above, 1t
is a condition of the sale that the purchaser shall remit 50% of any realisations above £2.5m in respect of
WIP, Debtors and Recewvables to the Administration.

The purchaser and its directors were not willing to provide any security or guarantees in respect of
deferred consideration. Given the alternative outcome should the transaction not proceed and the limited
amount of deferred consideration it was deemed to be I1n the best interest of creditors to proceed with
the transaction regardless of this.

The sale was not part of a wider transaction and there are no options or buy back agreements.

Assets Excluded from Transaction

Prior to Adminmistration, some client files had already been transferred to other legal practices, when
certain staff left their employment with the Company. WIP undertakings had been granted by the firm
inheriting these files. The net book value of the time costs outstanding on these files was £459k. It is
currently unknown what level of WIP will be recoverable.

These matters have been excluded from the sale and the benefit of such undertakings remains with the
Company as an asset reatisable in Administration. The Joint Admnistrators and their staff will review the
position 1n respect of all undertakings and witl seek to realise any outstanding values.

Alternatives to pre-pack considered

Given that the Company was insolvent by virtue of its balance sheet, being unable to pay liabilities as and
when they fall due, the financial position of the Company and ongoing funding requirements, it was not
possible to rescue the Company as a going concern. Consequently, it was deemed appropnate for it to
enter into a formal insolvency process in a controlled manner.

A Company Voluntary Arrangement was not deemed to be viable given that HMRC are a significant
secondary preferential creditor and the Company had defautted on its TTP arrangement with them.
Furthermore, there remained material uncertainty regarding future trading levels to support a CVA
solution.

It was not feasible to trade the business during Administration given the regulatory position and nsk of
intervention. In the unlikely event that the SRA did not intervene then a solicitor manager would need to
be instructed to manage the practice and the costs of this would likely have outweighed any potential
benefit to creditors.

It was expected that the SRA would intervene if the Company ceased trading, therefore the only viable
alternative option to a Pre-pack sale via Admimistration was to cease trading and the Company enter
Liquidation, either via a Creditors’ Voluntary Liquidation {('CVL') or Compulsory Liquidation

If the SRA had intervened, they would likely have engaged an intervention agent to take control of all
monies, including client monies. The office account was overdrawn, so there would be no cash available
to settle intervention costs, which would be significant and would likely erode a significant proportion of
any WIP and debtar realisations, thus impacting the return to creditors. in addition, the entire workforce
would be made redundant, Increasing the levet of preferential and unsecured creditor claims.

In addition to the above, the pre-pack sale delivered a number of benefits inctuding:
e Continuity of service to the Company's former ctients, some of whom are vulnerable wilt
continue;
o Employment was preserved for all employees, mitigating redundancies and associated
claims;
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*  Disbursement creditors will be paid by AWH; and
e Existing and closed files are protected given AWH will act as a successor practice.

Given the above, cessation of trade followed by formal insolvency was deemed to be detnmental to
creditors compared to a Pre-pack sale via an Administration.

Connected party transactions

The proposed sale was to an unconnected third party.

Appendix 1

Estimated Outcome Statement

AT T

Mark Thornton
Joint Admmistrator
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