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To All Known Creditors

30 May 2014

Dear «Contacty

FAWCETT & COMPANY (NI) LTD - COMPANY VOLUNTARY ARRANGEMENT
«Reference»

As you are aware at meetings of Creditors and Members of the above named company held
on 3 May 2012 the directors’ proposal for a Voluntary Arrangement was accepted by the
required statutory majority of Creditors and Members voting at their respective meetings.

The terms of the Arrangement provided that in order to maximise the collection of debts due
to the Company and stock that the Company would continue to trade for a short period during
the course of the Arrangement. During this period the Company would discharge all its post
Arrangement liabilities as they fall due for payment. The net proceeds would be initially used
to discharge the company's secured liability to Ulster Bank Limited and the balance paid to
the Supervisor for the general purposes of the Arrangement. Under the terms of the directors
proposal it was originally estimated that a dividend of 13 pence in the £ may become payable
to creditors within 14 months of acceptance of the Arrangement.

Since my appointment | have written to all of the company's creditors in regard to the
implementation of the terms of the Arrangement and dealt with all correspondence received
from creditors. It is an appropriate time to report to creditors on the conduct of the
Arrangement and I would report as follows:

1. Assets

The company's assets comprise of its interest in Book Debtors, Stock, Cash at Bank
and Fixtures and fittings and Office Equipment which the director estimated were
estimated to realise £181,500 after discharging the costs of continuing to trade to
realise these assets and to also discharge the company's liability to Ulster Bank
Limited of approximately £290,000. The company has repaid in full its indebtedness
to Ulster Bank Limited and I have been provided with £110,000 for the general
purposes of the Arrangement. Since the company entered into a Company Voluntary
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b)

Arrangement a number of its customers have failed to discharge their liabilities to the
company. A number of accounts have been referred to solicitors to take action to
recover monies due. The director has advised that the costs of recovering any further
monies from debtors is likely to exceed any eventual recoveries and in the
circumstances it is unlikely that there will be any further recoveries from this source.

From the date the Arrangement was accepted the company has to account to HM
Revenue & Customs in full in respect of PAYE, VAT etc arising from the date of
acceptance of the Arrangement. Accordingly, the company had to account in full for
VAT on the sale of stock and other assets from the date of acceptance of the
Arrangement. The company's liability to HM Revenue & Customs as at the date of
acceptance of the Arrangement ranks for dividend along with other unsecured
creditors. The agreement of the company's pre and post Arrangement liabilities is
what has delayed the conclusion of the arrangement.

Liabilities

Secured Liability to Ulster Bank Limited

The company's secured liability to Ulster Bank Limited has been discharged in full.
Preferential Liability re Employee Claims

Under the terms of the Arrangement the company's staff were made redundant and
they made claims to the Redundancy Payments Service. These claims have all been
processed and a preferential claim of £2,701 has been received from the Redundancy
Payments Service. As provided for under the terms of the Arrangement and relevant
legislation this liability will be discharged in full.

Non Preferential Liabilities
i) Reservation of Title Creditors

A number of suppliers sought the return of stock under Reservation of Title
claims. Following protracted correspondence between myself, the company
and various creditors I as Supervisor agreed terms and worked with creditors
and facilitate the return of stock which was subject to valid Reservation of
Title claims and processed their Credit Notes.

i} Liability to HM Revenue & Customs

The terms of the arrangement provide that no non preferential distribution will
be made until the supervisor has admitted HMRC's final claim. I received a
final claim during December 2013 and provided this to the director and the
company's accountant for them to comment. The company's accountant
advised that the final claim had not taken into account an agreed adjustment
with HMRC where by a VAT refund of £16,350 was to be allocated against
the pre CVA period and not the post CVA period. The effect of this was that
HMRC's final claim ranking for dividend should increase by £16,350 to



c) Non Preferential Liabilities
i) Liability to HM Revenue & Customs - contd

£83,723.81 and the company's Post Arrangement liability which has to be
discharged in full would be reduced accordingly. This amendment would have
effectively meant that in excess of £11,000 would have become available to
the general body of creditors. I have been engaged in ongoing correspondence
with HMRC 1n order that they will amend their final claim. I spoke with a
representative of HMRC earlier today and he has agreed that their final claim
should be amended on foot of the matters raised with them. I have been
advised that it will take a number of weeks for a further final claim to be
issued by HMRC but I have requested that HMRC priorities this due to the
length of time that has already passed. Once I receive a final claim from
HMRC and it is agreed with the company and its accountant then I will be in a
position to agree all the company's liabilities, pay a first and final dividend and
bring the arrangement to a conclusion.

iii) Trade & Other Non Preferential Creditors

Within the directors proposal it was estimated that the company's non
preferential liabilities were approximately £1,215,930. All of the company's
creditors listed within the directors proposal were on notice of the directors
proposal and any additicnal company creditors identified since the acceptance
of the Arrangement have been put on notice of the Arrangement and are bound
by the terms of the Arrangement. | attach a schedule of the company's non
preferential creditors as set out in the directors proposal and the claims, if any,
they have since submitted to me for dividend purposes in the CVA. The level
of the company’s eventual liability to HM Revenue & Customs and other
creditors will have an impact on the final divided which will become payable
to creditors.

The schedule includes a creditor who had brought legal proceedings against
the company which have been stayed pending the successful completion of the
Arrangement.

The terms of the Arrangement provide the basis upon which creditors claims are to be
agreed. I have already complied with the terms of the Arrangement in regard to the
agreement of the company's liabilities. However, in order to give all creditors a final
opportunity to have their liability to the company agreed I have today written to all
creditors in regard to their claim in the Arrangement.

Your completed Proof of Debt form has been received and your debt of £«Debt» has
been noted and will be used for the purposes of calculating a first and final dividend to
creditors.

OR

I wrote to you on 25 July 2013 indicating that if you failed to submit a claim that I
would admit your claim for £Nil for dividend purposes. As you have still not

Faweett & Company (NI) Limited - CVA, Report to Creditors 30 May 2014



submitted a claim in the Arrangement I have been left with no choice but to admit
your claim for £Nil for dividend purposes.

OR

As set out in earlier correspondence, based upon information provided to me by the
Redundancy Payments Section I consider that both your Preferential and Non
Preferential claim against the above named company has been discharged in full and
you have no claim against the company.

OR

According to the company's records the company's liability to you is £.But you have
submitted a Proof of Debt in the amount of £ .So that I may consider your claim
further please provide me with a statement showing how your claim was arrived at so
that [ may consider how much to admit your claim for.

c) Non Preferential Liabilities - contd

If you are dissatisfied with my decision please contact my office immediately and [
shall provide you with details as to how to apply to the High Court for directions if
you disagree with my decision. Any such application must be made within 21 days of
the date of this letter. When 21 days have passed if no creditor has appealed my
decision I shall proceed to agree the company's liabilities then declare a first and final
dividend to creditors and declare the Arrangement to have been successfully

completed.

Company’s interest in the lease for its premises, income during the term of the
Arrangement and its potential interest in financed assets.

The terms of the Arrangement provided that the Supervisor of the Arrangement would
investigate the Company’s interest, if any, in these assets. As set out in earlier
correspondence due to the economic climate at the time the Arrangement was
accepted and the level of commercial premises available in that area I as Supervisor
did not identify any value in the company's lease for its premises. Once trading ceased
and the premises were no longer required the lease was surrendered, the premises
were returned to the landlord and the company ceased to be liable for rent, rates etc.

Due to the value of the company's financed assets and the level of monies due to
finance companies I as Supervisor could not identify any value in the company's
financed assets for the general purposes of the Arrangement. These assets were either
returned to the respective finance company who filed a claim in the Arrangement in
respect of the loss they suffered or were transferred to other parties with no claim
being made against the company.

Cost of Arrangement

The terms of the director’s proposal provided that I, as Supervisor, would be
remunerated on the basis of work undertaken and time incurred by me and my staff in
dealing with matters arising in the Arrangement. It was estimated that the
Arrangement would be completed within 14 months and my time costs would amount



to approximately £20,000. The Arrangement has now been ongoing for nearly 25
months and as set out in earlier correspondence my time charges are higher than
anticipated due to the additional work my staff and [ have had to undertake in regard
to the realisation of the company assets, agreeing Reservation of Title Claims and
agreement of other liabilities. I would summarise the time incurred by me as
Supervisor in relation to this assignment as follows:

Total time spent in administering the Arrangement Hours 267.70
Total value of time spent £ 34,834.50
Average Hourly Rate Charged by Supervisor £ 130.13
Fees charged by Supervisor to date £ 29,000.00
Average Hourly Rate Recovered by Supervisor to date | £ 108.33

4. Cost of Arrangement - contd

A creditors guide to Supervisors Remuneration was included within the directors
proposal originally circulated to you. A further creditors guide to Supervisors
Remuneration is available for download at http://www.detini.gov.uk/sip9.pdf. Should
you require a further paper copy please send your request in writing to me, as
Supervisor, and this will be provided to you at no cost.

5. Dividend Prospects for Creditors

Under the terms of the directors proposal it was originally estimated that a dividend of
13 pence in the £ may become payable to creditors within 14 months of acceptance of
the Arrangement. The following factors will significantly impact upon the final
dividend payable to creditors;

a) Lower than expected realisations from the company's assets partly due to
increased trading costs incurred whilst the company acted to realise its assets.

b) The eventual level of the company's liabilities especially the company's post
arrangement vat liability to HMRC.

Based upon available information [ anticipate that a lower than anticipated dividend
will become payable to creditors. All assets have been realised but I have been unable
to conclude the implementation of the arrangement until I was in a position to agree
the company's liabilities and specifically its pre and post Arrangement liability to HM
Revenue & Customs. It is likely to take at least a further two months in order to agree
the company's liabilities and comply with the terms of the Arrangement in regard to
the agreement of liabilities and payment of a dividend.

A breakdown of the Receipts and Payments during the course of the Arrangement is also
enclosed for your attention pursuant to Rule 1.26(2) of The Insolvency Rules (Northern
Ireland) 1991.



I shall keep creditors advised of significant developments but in the meantime if you have
any queries please contact the office.

Yours sincerely

Orla Wallace
SUPERVISOR
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SUMMARY TIME CHARGES
Fawcett & Co NI Ltd - Company Voluntary Arrangement

3 May 2012 to 25 May 2014

Director / Assistants & Average
Classification Of Work | Office | Manager / |Other Senior| Support Total Hourly
Function Holder | Consultant| Professional Staff Hours |Time Cost| Rate
Administration &
Planning 20.60 38.80 20.30 5.00% 84,701 10,217.50] 120.63
Investigations 0.00 0.00 0.00 0.00' 0.00 0.00 0.00
Realisation Of Assets 22.10 16.30 0.00 0.00 38.40) 6,265.50] 163.16
Trading 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Creditors 37.80 74.30 30.10 2.40] 144.60118,351.50] 126.91
Case Specific Matters 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total Hours 80.50 129.40 50.40 7408 26770
Total Costs 15,697.50] 15,528.00 3,276.00 333.00 34,834.50
Average Hourly Rate 195.00 120.00 65.00 45.00 130.13

Summary Of Supervisor's Time Charges

Total time spent in administering

the Arrangement Hours 267.70
Total value of time spent £ 34,834.50
Average Hourly Rate Charged

By Supervisor £ 130.13
Fees Charged By Supervisor £ 29,000.00
Average Hourly Rate Recovered

By Supervisor To Date £ 108.33
Administration & Planning  Case Planning

Investigations

Realistion

Trading

Creditors

of Assets

Administrative set-up
Appointment notification
Maintenance of records
Statutory reporting

Sip 2 review

CDDA reports
Investigating antecedent transactions

Identifying, securing, insuring assets
Retention of title
Debt collection

Property business and asset sales

Management of operations
Accounting for trading
On-going employee issues

Communication with creditors
Creditors' claims (including employees'
and other preferential creditors")
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