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 Executive Summary  

 ABC Limited (ABC LIMITED) has grown very rapidly from 2012. The company has achieved sales growth of  c 250% over the last two years whilst being very 
undercapitalised and with (in KSA’s view) inadequate levels of senior management and mid tier management resources. 

o Undoubtedly the product and service that the company provides is highly regarded by the customers. There is plainly a market for its services, we have 
not examined this market in any detail for this report. 

 The inability of the company to produce realistic management information when KSA Group was asked to assess the turnaround options in February 2015 was 
an urgent “flashing red” indicator that immediate change was required. 

 The company is insolvent on the cash flow test, although the company’s balance sheet is relatively strong, assuming collectable debtors. The company needs to 
raise c£2.4-2.5m of new working capital urgently to keep trade creditors reasonably on side and fund contractual spend. 

o KSA Group has introduced such a flexible funder to the board. 

o To the date of this report ABC LIMITED has been unable to provide information or management resources to answer the funder’s initial queries. 

 ABC LIMITED is in arrears with HMRC (c£706k), ABC LIMITED can also expect to face legal action by HM Revenue and Customs if a time to pay (TTP) deal is 
not arranged. KSA will arrange the TTP based on the statement of affairs and financial forecasts in this report upon the board’s instructions. 

 We strongly recommend the appointment of John Humberston (or equivalent) as an executive finance director of the company as soon as possible. He has 
begun the process of bringing all accounting and management information systems up to date and to the necessary standard for a c£31m sales company. 

o We strongly recommend that additional accounting and administrative people are appointed,  as the company plainly struggles to produce information. 

 KSA strongly recommends the appointment of a non-exec chairman to drive the turnaround (also known as a CRO or chief restructuring officer). 

o The CRO will be mandated to improve corporate governance, agree and drive the turnaround plans and drive the board forward.  

o The CRO will help prepare the board’s plans for the future beyond March 2016 and plan for the exit of the existing senior director(s) and the introduction 
of a new management team in 2017-20.  He will act as quality interface with working capital providers and increase the board’s reporting & credibility.  

 The report finds the financial prospects of the company in its current position are not positive. The major areas of weakness require further investigation and 
remedial action by management. 

o Recommendations discussed include:  improving the average collection period for accounts receivable, refinancing the bank overdraft to provide more 
flexible forms of funding, strengthening management, building a formal business plan. 

o The working capital shortfall is severe and will manifest itself in extreme creditor pressure in late April 15. 
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Introduction to the Report 
 

After reading the website www.companyrescue.co.uk, The director, a director 

of ABC Limited contacted Robert Moore of KSA Group, to discuss the 

company’s present financial situation.  Then, after a subsequent telephone 

conversation with KSA regional manager George Davis, a meeting was 

requested and held at the company’s head office at Victoria House, 117 

London Road, Coalville, Leicestershire LE67 3JE, on 11
th

 February 2015. 

Attending the meeting were The director(ER) managing director, The director 

(AB) commercial director, and Nick Peatling (NP) contracts director for ABC 

Limited and Keith Steven (KS) and George E. Davis (GED) for KSA Group Ltd.  

ABC Limited (ABC LIMITED), is a company involved in the design, 

specification and installation of materials processing equipment for the ABC’s 

products and quarrying industry, and is based in Coalville, Leicestershire. The 

company was incorporated in December 1994. 

The current board of directors consists of The director, Edmund (Ed) Reed and 

Nick Peatling. The company is wholly owned by a parent company, ABC 

Holdings (Coalville) Limited. The directors of the parent company are The 

director, Edmund (Ed) Reed and Nick Peatling. The shareholding of the 

parents company is held by the three directors as follows: The director holds 25 

£1 Ordinary B shares, Edmund (Ed) Reed holds 50 £1 Ordinary A shares and 

Nick Peatling holds 25 £1 Ordinary C shares. 

History of the company 

The company was originally formed about 40 years ago and has always 

operated almost exclusively until recently in the UK mechanical handling sector 

mainly building ABC’s product crushing, processing and washing plants. In 

1994 the company went into administration being dragged down at the time by 

its steel fabrication part of the business. 

The company has a good reputation in the marketplace and has often has 

repeat business for its historical client base. Typical contract size has been 

between £0.5m and £6m with most falling in the £1m to £2m range. Annual 

turnover over the last 10 years has been between about £3m and £6m. Most 

projects have been profitable and exceeded the pro-forma estimate at time of 

tender and the company has never lost money on a project until recently. 

 

  

http://www.companyrescue.co.uk/
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Cause of Financial Difficulties 
This section is based upon the reports of the board to KSA 

At the time of the investor cash injection, ABC LIMITED had the opportunity to 

take on 4 projects including 2 as part of the Crossrail project with a value of 

about £4m in ABC’s product. All of them exceeded budgeted pro-forma profit 

levels. However, as they were coming to a close there was little work available 

in the marketplace and ABC LIMITED was asked to bid for two major projects, 

the ABC’s project A primary crusher project for ABC’s product Industries in 

Scotland and the ABC’s project B biomass project with X Construction.  

ABC’s project A And ABC’s project B Projects 

ABC’s project A is an £11m contract and ABC’s project B is an £18m contract. 

These are the largest contracts ABC has ever undertaken, both are highly 

contractual and both have had created significant problems for the company. 

The work at ABC’s project A was bid at fairly tight margins, the site is 2,000 

feet up the side of a mountain in Scotland near Oban and the only means of 

access is by sea. ABC’s project B was bid at slightly higher than normal 

margins to reflect a degree of risk associated with this being a design and build 

contract with ABC bearing most of the design risk.  

The way the timing of the project programmes worked out in practice meant 

that both projects ended up at the same phase in their development most of the 

way through, particularly as the design review process for ABC’s project B took 

considerably longer than anticipated with the delivery end date not moving. 

This caused particular problems in that both projects were at the design and 

drawing office stage at the same time. Also as the design review process 

slipped for ABC’s project B, ABC LIMITED lost external drawing resource and 

fabrication slots which further ate in to the programme meaning the build 

window for ABC’s project B became severely compressed. ABC LIMITED had 

priced for 5 day single shift installation but ended up having to build the plant 

on a 24/7 basis incurring a huge penalty in terms of inefficiencies and overtime 

costs associated with night working. The company was also let down by the 

original installation subcontractor as he was also contracted to install ABC’s 

project A and was unable to cope with both jobs in the same phase of 

construction and as we worked through the design process other costs 

escalated beyond that anticipated at tender stage. 

 

Current and Future Position 

The wood pellet handling system at ABC’s project B works well and the 

ultimate client at ABC’s project B, which is ABP, had sufficient confidence in 

the design to award an extension contract worth c£14.5m.  

Given the past record of work at ABC’s project B, ABC LIMITED had (at the 

time of pricing the extension contract) the benefit of knowing the true costs of 

the first contract and therefore were able to incorporate improved margins into 

the price although installation is still likely to cost more than the cost 

assumptions. ABC LIMITED believes it should be able to offset this with 

procurement improvements in other areas.  

Towards the end of last year X Construction was asked by negotiation to price 

another installation at Liverpool docks for Peel Ports, the original contractor 

having been stood down. ABC LIMITED provided a budget price based on the 

ABC’s project B installation. This price has now become a firmed up figure and 

a detailed costing exercise the company has carried out, on the basis of the 

knowledge it now has about biomass installations, has shown that this should 

be a particularly profitable contract for ABC LIMITED. The application 

payments for the second contract at ABC’s project B and the advance works 

contract for Liverpool  

are now feeding through which is the reason the cashflow and financial position 

has improved since the end of 2014. 

ABC LIMITED has now secured a couple of other small contracts from its 

historic ABC’s products market of about £2m total which will impact beneficially 

this year.  

Due to the low level of activity in the UK ABC’s products market during the past 

few years the board has have looked at other possible markets and spent 

some time investigating the Australian market including a couple of visits in the 
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last 6 months. ABC LIMITED was introduced to an Australian company, the 

Brolton Group, as it became obvious the board needed a local partner to work 

with. The company has put a joint bid together on a 50/50 basis for a complete 

quarry replant project for Hanson, just south of Sydney. The board has 

been advised that the original tender list of 10 bidders has been reduced to 3 

and ABC and Brolton are one of these. ABC LIMITED’s share of the contract 

would be £15m in value with in excess of 20% gross margin.  

The board has also been invited by Boral, another major heavy building 

materials company to provide a budget offer for a similar project on an 

exclusive basis. The reason for this is that in recent times the only turnkey 

solution providers have tended to the major equipment suppliers which are very 

expensive and they are looking for an alternative. On an indicative costing 

basis it looks as if the company would be able to offer a considerable saving 

and still make a healthy margin. An advantage of this potential work is that it is 

within ABC LIMITED’s core area of competency. 

There are also encouraging signs that the UK market for investment by the 

ABC’s products industry is likely to improve next year following minimal capital 

investment for several years. A continued growth in volumes and particularly 

prices and hence profitability over the past couple of years means there is now 

a reluctance to lose profitable work due to lack of capacity. 

KSA View of the Causes of the Financial Problems 

Given the growth of sales has been 200%+ from 2012-13, it is apparent that 

the demand for the company’s services was strong over the recent 3 year 

period.  

Given that turnover is often “vanity” the questions that are raised by the huge 

leap in sales include: 

 Had the board addressed the working capital required before taking 
on new contracts of this size? 

o How was to be this funded? 

 What additions to the board and management were planned and 
made to cope with 200% more work? 

 What KPI indicators were set up and monitored? 

 What financial reporting plans were made? 
 

It is our view that the company has been overtrading in the last 2 years 

given the insufficient levels of working capital, inadequate numbers of 

senior and middle management and poor internal financial controls.  

Additionally, controls over the ABC’s project A and ABC’s project B 

contracts were inadequate and the company has had to stretch suppliers 

to survive. 

There appears to be no cogently structured business plan to set the 

strategies for growth, management and working capital required? 

Management has been very stretched even with the recent involvement of 

a new quasi “FD”.  It has taken KSA considerably longer to obtain the 

financial information to produce this IBR than we would normally 

experience and expect for a company with £30m+ sales. 

KSA has introduced a new potential funder who is also STILL unable to 

obtain sufficient information on work being undertaken and applications 

made to even consider making an offer. The one in house QS appears to 

have no spare time to meet with or provide information to the funder’s 

own QS. 

The resultant cash flow problems may now be putting other contracts at risk, 

and the directors were, when we first met also concerned about taking on 

another, new, and smaller project (MQP) which should produce c. £400k profit 

margin on a c. £1.6m project cost, because of the insolvent position of ABC 

LIMITED, and because sub-contractors may not now work with ABC LIMITED. 

Directors are clearly concerned about trading whilst insolvent and had therefore 

prepared some guesstimates of the financial position in February 15.  

At our initial meeting it was stated that “if ABC’s product Industries paid what 

was owed, and other income continues to flow as projected, then by late 
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May/early June 2015, the company should again be cash positive”.  A shortfall 

of c.£650k was expected. 

Our work does not agree with this statement. The company has a severe 

cashflow problem that is apparent now, will spike in April 2015  and does not 

alleviate until September 2015, this assumes that the company survives; this 

would require an increase in creditor days and extra funding being secured 

ASAP. 

The timing of both incoming, and out-going payments which may still be 

problematical, but our model predicts a projected shortfall peaking at c£2.2m in 

April 2015. 

The report sets out our recommendations to solve some of the financial and 

management problems that have occurred as a consequence of a much too 

rapid growth.  

Future Work In Australia 

KSA Group would question the wisdom of taking on new and substantial 

contracts abroad, when the failure to control contracts in Scotland and eastern 

England has contributed to the near failure of the company. 

What is the marketing plan to raise enquiry levels for the business from the UK 

and Europe? 

General Management Assessment and Possible Future 

Requirements 
 
KSA Group has at this stage not interviewed or met any of the other 
management layers within the company. The views expressed here are those 
of Keith Steven and his team based upon the information provided by the 
board, John Humberston and our own turnaround experience. 
 

The director pointed out that the company’s growth of £25million+ over five 
years has highlighted the fact that the company’s lower middle and upper 
levels of management have been placed under huge pressures.  
 
As this growth occurred the board took steps to grow people numbers and 
address systems shortfalls, but did they act soon enough? We would further 
question the following: 
  

1. WHAT WAS THE BUSINESS PLAN? 

2. Did the board meet regularly to discuss the business plan, update the 
business plan and address the working capital and management 
issues? 

3. What was done to provide meaningful and timely management 
information?  

4. Who was to drive this? 

5. Who was leading the board?  

6. Who acted as a “litmus test” when new contracts were being taken 
on? 

 
We strongly believe that the company needs an independent Chairman.  

To address the apparent inadequate levels of senior management and 
the lack of experience of controlling the fast growth of and 
management of a medium sized company, KSA strongly recommends 
the appointment of a non-exec chairman to drive the turnaround (also 
known as a CRO or chief restructuring officer). 

This CRO can be introduced by KSA and we have two candidates with 
extensive medium- large sized company turnarounds.  Both candidates 
are completely independent of KSA Group. Both are senior business 
people with 40 years experience of growth and distressed companies 
of all types.  

It is our suggestion that the CRO be mandated to improve corporate 
governance, agree and drive the turnaround plans and drive the board 
forward.  
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The CRO should ensure that the board tests capital adequacy on a 
regular basis.  He should act as a conduit from the company to the 
members/investors. 

The CRO will help the board prepare the board’s plans for the future 
beyond March 2016 and plan for the exit of the existing senior 
director(s) and the introduction of a new management team in 2017-20.   

He will act as quality interface with working capital providers and 
increase the board’s reporting & credibility.  

 
When KSA first met the company, we were informed that regular board 
meetings had not been held.  KSA strongly recommended that it was 
essential that weekly management and board meetings are held during 
this crisis and rescue phase. 
 
Secondly, KSA recommends that at least monthly board meetings are 
held during the ensuing 3-18 months turnaround phase too. The board 
should be re-constituted to add strength and independence with new 
executive and non executive directors. 
 
Financial Management  

 
A lot of the financial problems were probably created by a lack of management 
resource with this not being addressed quickly enough as each large new 
contract was taken on. Additionally, the process of sending applications to the 
customers often leads to much reduced payments being made by the 
customer. Why is this? 

 
We understand that a new quantity surveyor has been appointed to control the 
contracts, improve the applications and hopefully reduce the number of times 
that the client or contractor withholds payments for inadequate information.  
 
Is one QS sufficient to meet demand on time of the current new QS?  
 
Without some time being allocated to the new funders request the company will 
have to defer creditors by 2-3 months further at the very least.  

 
 
 
 

Management Information Recommendations 
 
The recent introduction of John Humberston by the company’s auditors has 
been a major boost to the company’s production and understanding of 
management information.  
 
Mr Humberston is a chartered accountant with industry experience and he has 
thus far, been instrumental in helping KSA with the provision of financial 
information necessary for this assessment and our report. 
 
He has reported to KSA that there is a lot of work still to do and that the 
systems need to bed down and the new software packages, Compleat, still 
need further work on input.  
 
Along with the formation and development of the overall business plan KSA 
believes his work to be vital to provide meaningful and timely management 
information to the board. 
 
Once Mr Humberston has “bottomed out” the reporting and software problems 
then KPIs (key performance indicators) should be reported every Monday to 
the board and senior team.  
 
 
A monthly board pack should include 
 

 Profit and loss 

 Cashflow 

 Balance sheet 

 Debtors and creditors 

 Threats and  

 Working capital adequacy reports 

 Plans to deal with the carried work in progress (WIP) 
 

and should be ready for distribution five days in advance of every board 

meeting.  



                

 
Independent Business Review for ABC  Ltd 

1
st
 April 2015 
Page 9 

This should then be discussed by the board, before being provided to the 

(new?) secured lenders and allow the updating of the audit process.  

If the medium to long term plan is for a possible management buyout or trade 

sale, then the business needs to build credible accurate and meaningful 

management information, quality accounts and board packs starting now.  

Any future purchasers due diligence team would require this to be available 

before any deal would be considered. 

Statement of Affairs, Comparison of Outcome and 

Assumptions  
 

The statement of affairs, as shown in the appendices, demonstrates the current 

net book values of the company’s assets. This information has been obtained 

through a fixed asset schedule, a work in progress analysis spreadsheet and a 

trial balance to the end of March 2015. 

The statement of affairs also shows in two separate columns the estimated 

value of the company’s assets, should the company enter terminal insolvency, 

such as liquidation or administration. Also, the book value of the property at 

Victoria House has been provided by the company and was derived following a 

valuation carried out by an independent and suitably qualified valuer, KSA has 

been informed. 

A number of assumptions have been made in order to estimate the statement 

of affairs for the company in a liquidation scenario, and then an administration 

scenario. These assumptions are as follows.  

1. There would be a reduction in the value of the property at Victoria House. 
The reduced value, shown in the liquidation and administration scenario is 
the estimation provided by the company. KSA believes this estimated 
value id far and reasonable.  

2. The company’s accounts do not show any value for goodwill. However, if 
the company entered administration, it has been estimated the 
administrator would seek to sell some goodwill as part of the process. 

3. The estimated values of fixed assets such as motor vehicles, computer 
equipment, office equipment, fixtures and fittings in both a liquidation and 
administration scenario have been provided by the company. KSA 
believes these to be fair and reasonable.      

4. The company currently holds a significant amount of work in progress. It is 
estimated that in both a liquidation and administration scenario all clients 
would terminate existing contracts with immediate effect resulting in work 
in progress having nil value. With respect to the administration scenario, 
there might be a scenario where any purchaser of the company’s assets 
from the administrator would be able to rekindle some contracts and 
benefit from future value in such contracts. This is why an estimate has 
been included (and as stated above) in an administration scenario the 
administrator would look to recover some value through the realisation of 
any goodwill. 

5. With respect to the debtor amount owed by ABC Holdings Limited it is 
estimated that - following the liquidation or administration of ABC 
LIMITED-  then that company could face terminal insolvency issues too. 
As that company does not trade (and without seeing any accounts for that 
company demonstrating it holds any significant unencumbered assets) it is 
estimated that there would be nil recovery with respect to this associated 
company debtor amount in both liquidation and administration scenarios. 

6. Contrary to the assumption made with respect to the debtor amount owed 
by ABC Holdings (Coalville) Limited, it has been estimated that the amount 
owed by The director would be recovered in full by the liquidator or 
administrator of ABC LIMITED. It is understood that Mr Director is in the 
process of selling his home and there should be sufficient equity from the 
sale of that home to satisfy that debt in full. 

7. With respect to the rent deposits held by the landlords it is assumed the 
landlords would hold onto these deposits and allocate them against any 
historical or contingent liabilities which might crystallise if the company 
entered liquidation or administration. 

8. The company has a significant amount owed by trade debtors. Given that 
all of the company’s work is contractual and the nature of the sector in 
which the company operates in, it is estimated that the majority of the 
company’s debtor amounts would not be paid.  
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9. There is an assumption that there would be a marginally better collection 
of the company’s debtor book under an administration scenario than in a 
liquidation scenario, especially if the company continued to trade for a 
period of time whilst in administration. 

10. Finally, with respect to the performance bond held by one of the 
company’s clients it is estimated the client would hold onto this 
performance bond, anticipating the contract with that client would be 
immediately terminated if the company entered liquidation or 
administration.   

 

The comparison of outcome shows the estimated outcome for the various 

creditors in a liquidation and administration scenario. The estimated outcomes 

are discussed in more detail in the section of this report which details options 

available to the company and its directors. 

However, it should be made clear that the values shown for “Agent’s Fees”, 

“Other Fees and Expenses” and the “Administrator’s Fee” are all estimates 

based on KSA’s experience and knowledge. 
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Commentary on Historic Statutory Accounts 
 

We have examined the statutory accounts for the four years ending 31/12/10 to 

31/12/13 inclusive. We were unable to comment on the year ending 31/12/14 

as no accounts have been forthcoming. 

Profit and Loss Accounts 

1. Considerable swings in levels of activity are clear from the sales moving 

from £1.4m to £8.4m in 2013, to £31m this coming year. 

2. Over the four historic years we note that the Gross Profit margin has 

remained reasonably constant at around the 22% to 24% mark. Forecasts 

assume a reduction to 14%. 

3. Overheads have moved in line with shifts up and down in sales activity but 

without close correlation. 

4. As a result, Operating Profitability has varied between losses (2010) to 

9.5%. Forecasts show 7%. 

5. Cover of financial items has consistently been high, except during the loss 

making 2010 obviously. 

 

Balance Sheets 

1. The negative values for Stocks & WIP warrant explanation in 2010 & 2011 

– do we know what this means? 

2. We have analysed Return on Average Net Assets at the Operating Profit 

level (in order to exclude the impact of exceptional) and these show 10% 

in 2011 falling to 5% the following year. 

3. In 2013, the massive increase in activity pushed this metric up to 65%. 

Part of the driver for this was the exceptional write off of the £1.8m loan to 

the Holdings company, which reduced net assets very materially.  

4. Despite this reduction in Net Assets, there was net cash (as opposed to 

net debt). Taxes represented 14% of total liabilities and the latter, net of 

cash, were funding 93% of other assets (fixed assets, debtors and 

stocks/WIP). 

5. Debtor days have varied very considerable, reflecting the long term 

contract nature of the business – over 250 days in 2010 and 2013 as 

opposed to 50 days in the intervening years and 36 days forecast. 

 

Financial Forecasts 

The forecasts shown in the appendices have been produced by KSA’s 

forecasting team following discussions and reviews with John Humberston. 

1. The forecasts start at 1
st
 April 2015. The forecast reflect the company’s 

current VAT quarter periods with the VAT quarters ending in March, June, 
September and December, respectfully. 

2. VAT workings have been re-modelled so output tax is calculated on 
receipts basis for self-billing and with input tax calculated on the 
accounting basis. 

3. The forecasts assume payments for materials and supplies are made 45% 
in month 1 and 55% in month 2. Clearly without new funding this is 
impossible to achieve. 

4. The administration overheads have been linked on an average monthly 
basis from ABC LIMITED’s own forecasts with the addition of two 
contractors, Nick Corden and John Humberston. 

5. The administration salaries have been linked from the employees’ 
worksheet found in the statement of affairs, with a head count of 28 
including directors. 

6. The forecasts assume there will be a modest capital expenditure 
requirement of £25,000 per annum.  

7. The forecasts include a 12 month Time To Pay (TTP) plan, with respect to 
the balance on the company’s Crown liabilities as at 31

st
 March 2015. The 

total Crown liabilities are estimated to be £706,092 resulting in the TTP 
suggesting that the company will have to pay 12 monthly instalments of 
£58,841, commencing in April 2015. Since the VAT liability to 31

st
 March 
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2015 will not be known for a few days, the actual total Crown liabilities to 
31

st
 March 2015 might change resulting in a modified monthly amount to 

be paid over 12 months. No proposal has been made to H.M. Revenue & 
Customs but it is assumed that a proposal should be made by mid-April 
2015. 

8. John Humberston has estimated that opening creditors i.e. creditors 
balance as at 31

st
 March 2015, will be in the region of £5.2m. It is assumed 

the creditors overdue at the end of March, together with those falling due 
during April, will be paid during April (£3.623m), the sum of £1.578m due in 
May will be paid in May and a small residual balance of £4.5k payable in 
June. Clearly, without new funding this is impossible to achieve. 

9. There has been a suggestion that the amount owed by ABC Holdings 
Limited (£400,000) may be subject to write off but for the purpose of these 
forecasts it has been carried forward across the term of the forecasts. 

10. The amount owed on The director’s overdrawn director’s loan account 
(£200,000 has also been carried forward – there was a suggestion this 
may be paid off on the sale of a property in July 2015 but as there is no 
guarantee of the sale being completed then it has been left out to show the 
maximum finance requirement that may be required if not sold. 

11. It is assumed that the 3 vehicle operating leases will continue. 

12. The forecasts show an additional 3 months trading added on for April to 
June 2016 to conclusion of existing contracts as suggested by John 
Humberston. 

 

Opening balances 

The opening balance sheet was derived using the spreadsheet produced by 

John Humberston deriving a balance sheet to 1
st
 December 2014. 

1. Adjustments made to match/correlate with the latest statement of affairs. 

2. The opening debtors balance is based on a small ledger balance of £16k 
plus applications for February and March and profiled for payment as per 
collection basis above. 

3. As mentioned above the amount used for opening creditors was supplied 
by John Humberston. 

4. Following discussions with John Humberston it is assumed that the 
company will still be utilising the majority of the £300,000 overdraft facility, 
with an anticipated overdrawn balance of £295,000 at 31st March 2015. 

 

NB: all the above assumptions have been discussed and agreed with John 

Humberston at ABC LIMITED. 
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Restructuring Options Available To ABCLimited 

 

Creditors Voluntary Liquidation   

The directors should consider the guides, liquidation flowchart, frequently 

asked questions (FAQ’s) and the advantages and disadvantages of this 

mechanism, on our website www.companyrescue.co.uk/company-

rescue/options/creditors-voluntary-liquidation.   

With regard to the specific circumstances described to KS and GED at our 

meeting we would consider the following important: 

1. This mechanism should only really be used if the company has no 
future or viability (even if restructured). Therefore we do not believe 
this to be an appropriate option at this stage 

2. We have to compare the “terminal outcome” of liquidation to the other 
outcomes to set out a comparison. 

3. The company is insolvent on a cashflow test because of the inability to 
pay the Crown and trade debts on time. Inability to pay debts as and 
when they fall due is proof of insolvency under s123 Insolvency Act 
1986. 

4. The bank would probably not allow a liquidation process preferring to 
appoint an administrative receiver or administrator instead. However it 
is important to look at and understand all options and so we have 
included this section for completeness.  

5. The directors report to shareholders that they consider the company is 
not viable. Shareholders then initiate the CVL process and the 
creditors approve the liquidator’s appointment at a creditors meeting 
which must be attended by the directors. 

5.1. Hence the name creditors voluntary liquidation  

6. Once appointed every liquidator is required to investigate the conduct 
of all of the officers of the company for the period leading up to the 
onset of insolvency.  Interestingly, the insolvency legislation does not 
differentiate between executive or non-executive directors.   

6.1. Rather, the Insolvency Act 1986 requires that the actions of 
all directors or “shadow directors” be considered in the 
liquidator’s report.   

6.2. Therefore, everybody who took part in the decision making of 
the company, or whom was used to giving directions that 
were subsequently acted upon, is investigated. 

7. Issues such as wrongful trading (s214 Insolvency Act 1986), 
Preference (s239 Insolvency Act 1986) and Transactions at 
Undervalue (s238 IA 1986) are looked at closely.   

7.1. In our opinion, the directors have been trading in an insolvent 
position for some time and have increased the debts due to 
creditors in that time modestly. 

8. It is possible, although very unlikely in our opinion, that an action for 
wrongful trading against the directors for any of the above issues may 
be initiated by a liquidator or creditors.   

8.1. Please also see a guide to director’s disqualification on the 
website for further information.  
www.companyrescue.co.uk/company-
rescue/guides/directors-disqualification  

8.2. Once again, wrongful trading actions against directors of an 
insolvent company are very rare. 

9. More importantly, the “veil of incorporation” that protects directors, 
could be lifted and the directors pursued for personal liability since the 
time that the company’s insolvency was known.  

9.1. The insolvency practitioner will require the directors (and 
officers of the company) to provide full disclosure as to their 
actions by completing a “D” report based on a questionnaire 
that all must complete.  The liquidator then submits this to the 
DeBIS with his/her views as to whether the directors have 
acted correctly or otherwise. 

10. What will be the secured creditors’ outcome in liquidation? With 
reference to the comparison of outcome in the appendices we believe 
that the bank would be repaid in full. 

10.1. NatWest holds a debenture with a qualifying charge created 
15

th
 February 1995.  

http://www.companyrescue.co.uk/company-rescue/guides/directors-disqualification
http://www.companyrescue.co.uk/company-rescue/guides/directors-disqualification
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10.2. NatWest holds a charge over credit balances with a 
qualifying charge created 28

th
 October 1999. It is understood 

that this charge should be marked as satisfied now. 

10.3. NatWest holds a further charge of deposit with a qualifying 
charge created 21

st
 November 2008. It is understood that this 

charge should be marked as satisfied now. 

10.4. NatWest holds a charge of deposit with a qualifying charge 
created 9

th
 November 2011. It is understood that this charge 

should be marked as satisfied now. 

10.5. No personal guarantees have been given by the directors. 

11. It is likely that preferential creditors (employees for arrears of pay and 
holiday pay) would receive a full dividend. Again, please see the 
comparison of outcome in the appendices. Preferential claims rank 
ahead of the bank’s floating charge in liquidation.  

12. Unsecured creditors would receive a very small, almost negligible 
dividend if the company entered liquidation (please see the 
comparison of outcome in the appendices), which usually leads to a 
severe meltdown in asset values such as work in progress and 
debtors in the construction industry. 

13. We discussed the other issues such as: 

13.1. “Goodwill” will be lost. It may be possible to purchase 
goodwill from the liquidators if a phoenix is organised. 

13.2. Shareholders’ investment and loans will be lost. 

13.3. Tax losses will be lost.  

14. A phoenix is possible, but, in our opinion, if the business is viable 
enough to “restart”, why liquidate in the first place?   

14.1. Especially with the risk of industrial tribunals for TUPE - 
transfer of undertaking tribunals commenced by the DeBIS 
and ex employees are becoming increasingly problematic for 
phoenix companies. 

14.2. How will the buyer, if this is a new company (newco) set up 
by the directors, fund the purchase of the assets? 

 

Conclusion of our work? 

Given that the company is obviously still viable, providing new funding can be 

obtained, we do not believe that voluntary liquidation or CVL, should be used in 

this instance. There are several RESCUE options that may be more suitable 

and these are discussed below. 
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Administration  

The directors should consider the flowchart, FAQ’s and the advantages and 

disadvantages of this mechanism on our website www.companyrescue.co.uk.  

The mechanism was restructured by the Government under the Enterprise Act 

2002 to make it more focused on company rescue and restructuring. 

1. As the company is coming under severe Crown and trade 
creditor pressure, this option may be appropriate if the company 
could not refinance or restructure its debts. 

2. The main downside with this approach is the cost and loss of 
control it can result in.  The debtor does not remain in control, 
the administrator runs the company. 

2.1. In addition all correspondence, emails, websites 
and even the answering of telephone calls must 
have a statement made that the company is “in 
Administration”. This can be very damaging to the 
marketing of the business. 

3. What would be the purpose of the Administration?  As we 
describe on our website there are now three alternatives: 

3.1. Company Rescue (as a going concern) must be 
considered as the primary objective. This is normally a 
CVA.  

3.2. If that is not possible (or if the second objective would 
clearly be better for the creditors as a whole), then the 
administrator can achieve a better result for the 
creditors than would be obtained through an 
immediate winding-up of the company, possibly by 
trading on for a while and selling the business as a 
going concern.  

3.3. Only if neither of the first two objectives is possible, 
can the administrator realise any property to make a 
distribution to secured and/or preferential creditors.  

4. The administrator would need to state the purpose in his report 
to the court. We believe that the chosen route would be sale by 
the administrators to achieve better result for all creditors. 

5. He/she would also need to examine where the revenue, to 
continue the business, would be found. This may prove 
impossible and the administration may seek to move to realising 
assets and thus trading would cease. 

6. Directors could be removed within a short period to mitigate 
overhead costs.  Thus, the administrator would control the 
business activity, not the directors. 

7. The insolvency practitioner will require the directors (and 
officers of the company) to provide full disclosure as to their 
actions by completing a “D” report based on a questionnaire 
that all must complete.  The IP then submits this to the DeBIS 
with his/her views as to whether the directors have acted 
correctly or otherwise. 

8. What will the secured creditors outcome be in administration?  

8.1. We believe that the bank would be repaid in full. 
Please see the comparison of outcome in the 
appendices. 

9. It is likely that preferential creditors would receive a full 
dividend. Please see the comparison of outcome in the 
appendices. 

10. Unsecured creditors would receive a small or modest dividend. 
Again, please see the comparison of outcome in the 
appendices and note, in particular, that the anticipated return to 
the creditors in the administration scenario is likely to be greater 
than that estimated in a liquidation scenario. 

11. It is possible to undergo a Pre-Pack Administration. 

11.1. Typically a “Newco” is formed to acquire the business 
from the proposed Administrator. 

11.2. Or the buyer may be a third party or trade buyer. 

http://www.companyrescue.co.uk/
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11.3. An independent insolvency practitioner (IP) is 
appointed to act as advisor prior to becoming the 
Administrator. He will ensure that a contract to sell the 
business is drawn up and valuations obtained of the 
business and its assets. 

11.4. He or she will open discussions with an acquirer such 
as “Newco”.  Typically this Newco can be formed by 
the directors, other competitors or new investors. 

11.5. This approach relies on the Newco/acquirer 
purchasing the assets of the business to effect 
continuity – but the company itself is usually liquidated 
afterwards.  

11.6. The value of the business must always be determined 
by an independent valuer such as a chartered 
surveyor.  

11.7. The proposed administrator should market the 
business for sale. A third party may enter the bidding 
process. 

11.8. The process must obtain a BETTER RESULT than 
liquidation for the creditors. 

11.9. If the company was to be pre-packed then the 
“Newco” would need to ensure that premises, 
contractual obligations, customer contracts and 
asset finance are transferable. 

12. TUPE issues apply in Administration; under the Transfer of 
Undertakings (Protection of Employment) Regulations 2006 the 
new company has to adopt the employment rights of employees 
and may not remove employees.  The National Insurance Fund 
will not meet the claims of redundant employees.  

13. New case law in 2011 allows employees made redundant by 
“oldco” before the Administration to bring unfair dismissal claims 
against “newco” 

 

 

Conclusion of our work? 

Given that the company remains viable, the huge cost, the damage to 

reputation and the ability of the contractors to determine contracts unilaterally, 

we would not recommend administration, as a suitable option for the company, 

the customers or the creditors. 

 

Trade Sale 

Consideration could be given to selling the company – but the cashflow 

problems, lack of current profitability and high unsecured debts, and the 

attendant risk, could deter most buyers and real value would not be obtained 

for the members (shareholders). 

The likelihood is that a sale will take many months; does the company have the 

ability to survive that long without the fast introduction of new capital or a time 

to pay deal with HMRC? 

We understand that the board is in discussions with potential purchasers and 

that a business transfer agent has prepared a sale document. Without up to 

date management information it will be VERY difficult to sell the company? 

 

Compulsory Liquidation 

Please see compulsory liquidation guides at www.companyrescue.co.uk.  By 

not acting, the directors may allow an irate creditor (such as the Crown for 

taxes) to issue a winding up petition.   

This can lead to greater risk for the directors and any shadow directors. The 
Official Receiver will interview the directors and officers of the company to 
examine their conduct. 

Most often there is little return for the creditors.  

Once a winding up petition has been served on the company the board 

may not 

http://www.companyrescue.com/
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 Sell any of the assets or

 Propose a creditors voluntary liquidation and

 Cannot appoint an administrator without an expensive Court
application

Once a winding up petition has been advertised the company’s bank 

account will be frozen. 

We would urge the directors to avoid this at all costs.  You must make a 

decision to act.  

Company Voluntary Arrangement (CVA) 

The directors and shareholders should consider the guide, FAQ’s and the 

advantages and disadvantages of this mechanism on our web site 

www.companyrescue.co.uk/company-rescue/options/company-voluntary-

arrangement.   

1. The CVA is a deal between the company and its creditors
(unsecured trade and crown) to repay them from future profits
(or a deal may be written to sell assets and pay back creditors
from the proceeds).

2. Viability is essential – even if significant changes have to be
made to management, operations and marketing to achieve this
viability.

3. The deal is based on preserving the company; rebuilding profits
and paying something back to the creditors over a period of
time - to be agreed.

4. Directors’ personal guarantees usually don’t get called in if the
lender is secured and it gives the business a fighting chance to
survive.

5. A CVA cannot (unless they agree) restructure the secured
lenders position.  Normally banks and factoring companies will

support a well-structured CVA as it helps protect the company 
from attack by creditors beyond their control. 

6. All ordinary unsecured (tax, VAT, trade and unsecured loans)
debts are restructured.

7. Typically the rescue period to write the CVA, forecasts and
outline plans for the company is some 6-8 weeks long followed
by up to 5 years to repay something to the creditors.

7.1. This does not include any work to restructure the 
company, which can take 3-12 months after the 
CVA. 

8. The principal benefits of the CVA approach are

8.1. The directors STAY IN CONTROL of the business 

and are advised by KSA on the restructuring and 
future direction of the business.  

8.2. By comparison in an Administration the directors 
are not in control and, even if they wished to 

purchase the assets/IPR, they may find that 
external buyers are successful. 

8.3. There is no investigation into directors’ conduct. 

8.4. Tax losses can be used. 

8.5. The CVA avoids the huge cost of terminal 
insolvency such as liquidation or administration, this 
is because assets are not sold at “meltdown” value 
and the fees are substantially lower. 

8.6. The company will quickly see a reduction in the fire 
fighting pressures. This frees up director’s time. 

8.7. Cashflow will improve as creditors and taxes are not 
paid. 

9. Onerous leases, contracts of unwanted directors, management
or equipment can be terminated by the CVA tool. KSA has
extensive expertise in this field.

10. The company can terminate employees’ contracts without
having to pay redundancy or lieu of notice claims, these

http://www.companyrescue.co.uk/company-rescue/options/company-voluntary-arrangement
http://www.companyrescue.co.uk/company-rescue/options/company-voluntary-arrangement
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are met by the Redundancy Payments Office (part of 
DeBIS). KSA Group can assist with this process. 

11. The downsides of the CVA mechanism are that the company
enters an insolvency mechanism.

11.1. The company will have NO credit rating. This may 
make getting credit difficult and some customers may 
not allow the company to trade with them. A “Hive 
Down” may be necessary in this case. 

11.2. There are costs to do this quite complex work and 
these fees need to be paid as the CVA progresses. 

11.3. Many directors worry that customers will be lost 
however it is a discrete mechanism that is not 
advertised to customers (unlike Administration and 
Receivership). 

12. KSA specialises in this mechanism but only where a company
can demonstrate reasonable future viability if the pressures and
management problems are fundamentally addressed.

13. If the directors and shareholders are determined we can provide
the framework for a rescue plan, we can begin to take control
over creditors, we can guide and assist management to change
the business and cost base, we can assist the company to
manage the cashflow and prepare very detailed financial
forecasts for the business and this can often lead back to
profitability in time.

Conclusion of our work? 

With your belief that the company can be viable if better financial management, 

and better management information is made available, the board is 

strengthened and new working capital is introduced, then the framework 

provided by the CVA is a strong solution for ABC LIMITED, but, we considered 

the CVA option and discarded it, for now, as believe the proposed strategy (see 

below) is, currently, a much more suitable option to use. 

Note: we have prepared the basis for a CVA financial forecast and  financial 

outcomes but this is not included in this report.  

Should a CVA become necessary it may be appropriate to hive the business 

UP to the parent company to allow for the lack of credit rating. Some customers 

may not allow the assignment of contracts to the parent and this would need to 

be carefully discussed and “sold” to the clients. 

Clearly the required accreditations and other regulatory issues would need to 

be examined by KSA Group with the board, BEFORE any CVA or hive process 

is planned.  
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Recommended Strategy for The Company 
 Strengthen the board: introduction of new directors

o IN KSA’s view the board needs strengthened to reflect the scale,
problems, compliance and corporate governance issues of a
£30m+ turnover company, not those of a £3m company.

o The board needs to set out the business plan for the future to
include outline long term plans for exit of the existing shareholder
directors (if required).

 We strongly recommend the appointment of John Humberston (or an
equivalent) as an executive/non executive finance director of the
company as soon as possible.

o He has begun the process of bringing all accounting and
management information systems up to date and to the
necessary standard for a c£35m sales company.

o He needs further people to support this role and to deliver timely
KPIs and management information (MI).

 KSA strongly recommends the appointment of a non-exec chairman
to drive the turnaround (also known as a CRO or chief restructuring
officer).

o He or she will be mandated to improve corporate governance, set
up and drive the turnaround plans and drive the board forward.

o He or she will help prepare the board’s plans for the future
beyond March 2016 and plan for the exit of the existing senior
director(s) and the introduction of a new management team.  He
will act as quality interface with the new working capital providers,
the bank and increase the board’s credibility.

o KSA Group can introduce appropriate candidates upon request.

o Keith Steven of KSA Group would be prepared to meet with the
board and the CRO and flesh out the roles at an agreed daily rate
or project rate. 

o It is our suggestion that the CRO be mandated to improve
corporate governance, agree and drive the turnaround plans and
drive the board forward.

 Re-capitalisation of the company

o Introduction of a flexible and appropriate form of finance to
replace the limited ability of the NatWest overdraft facility to
support the working capital required.

 This is too small a facility for the size of the contracts.

o KSA has introduced an appropriate funder. They are waiting
patiently for management information.

o New equity investors may also be desirable to strengthen the
balance sheet. Again KSA Group may be able to introduce such
turnaround capital if requested.

 Informal Time to Pay Arrangement (TTP): brokered by KSA for HMRC

o KSA Group has  prepared a detailed statement of affairs
comparing winding up of the company versus a full payment over
12 months.

o KSA will propose a time to pay deal with the HMRC creditor upon
confirmation by the board.

o Some £706,092 to be paid over 12 months at £58,841 pm.

 KSA has prepared comparisons of outcome that
illustrate the benefits of 100p over 12 months versus say
50p in £1 over 5 years.

 This has been compared to liquidation as the worst
outcome.

 KSA Group has prepared detailed and independent financial
forecasts for the company based on internal forecasts

o These forecasts have been prepared for the next 12 months only
(to “conclusion of contracts”).

o The forecasts  should be used as a template to build the
company’s business plan for the future.

 “What if scenario” planning can now be done.
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Statement of Financial Affairs and Comparison of Outcome 
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ABC Limited Estimated Statement of 
Affairs as at 26th March 2015

Notes Adjusted 

Book Value 

in the 

company's 

accounting 

records

£ £ £

Book debts  Note 1 0 0 0

Less Amount Due to Secured Creditors - (*) 0 0 0

0 0 0

Property at Victoria House, Coalville,Leicestershire 250,000 230,000 230,000

Goodwill 0 0 100,000

Investments (Lindrick Engineering Ltd - a dormant company) 0 0 0

Intellectual Property Rights 0 0 0

Recoverable corporation tax 0 0 0

250,000 230,000 330,000

Fees and Expenses n/a

250,000

230,000 330,000

Secured creditors under Chattels Mortgage (*)

Land & Buildings 0 0 0

Plant & equipment 0 0 0

Less Loans 0 0 0

0

0 0

Estimated to realise 

in the event of 

terminal insolvency 

(administration)

Estimated to realise 

in the event of 

terminal insolvency 

(liquidation)

Surplus/Deficit on Assets subject to Chattels Mortgage c/d

Assets Subject to a fixed charge

Surplus on Assets subject to a fixed charge c/d
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ABC Ltd Estimated Statement of Affairs 
as at 26th March 2015

Notes Adjusted 

Book Value 

in the 

company's 

accounting 

records

£ £ £

Assets Subject to Hire / Lease purchase (*) Note 1

Plant & Machinery 0 0 0

Less amounts owed to Finance Companies 0 0 0

0 0 0

Fees and expenses n/a n/a

0 0

Assets Subject to the Prescribed Part & Floating Charge Creditors Note 1

Motor vehicles 5,194 4,300 4,300

Computer and Office Equipment 66,010 11,000 11,000

Fixtures and fittings 6,731 3,360 3,360

4,260,635 0 0 Work In Progress 
Connected ABC Limited 400,000 0 0

200,000 200,000 200,000

850 0 0

825 0 0

6,847,653 250,000 500,000

200,000 0 0

Director's Loan Account -  Rent Deposim  
Debtors

Performance Bond
Surplus on Assets subject to a fixed charge

500,000 230,000 330,000

12,487,898 698,660 1,048,660

Fees & expenses n/a n/a

Assets available to preferential creditors 698,660 1,048,660

Estimated to realise 

in the event of 

terminal insolvency 

(administration)

Estimated to realise 

in the event of 

terminal insolvency 

(liquidation)

Surplus/Deficit on assets subject to Hire/Lease purchase c/d
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Estimated Statement of Affairs as at

26th March 2015

Notes

Adjusted Book 

value in the 

company's 

accounting 

records

Assets Available to Preferential Creditors

Assets available 698,660 1,048,660

698,660 1,048,660

Preferential Creditors (*)

Employees Claims Note 2 31,155 31,155 31,155

Other Preferential Claims 0 0 0

31,155 31,155 31,155

Pension Schemes 0 0 0

31,155 (31,155) (31,155)

Surplus after Preferential Creditors 667,505 1,017,505

Less Prescribed Part (Unsecured) Creditors Note 4 0 0

Surplus after Prescribed Part 667,505 1,017,505

Floating Charge Creditors

 Amount Due to National Westminster Bank plc 298,668 298,668 298,668

Total Due to Bank (298,668) (298,668)

Surplus after Floating Charge 368,837 718,837

Estimated to realise in the 

event of terminal insolvency 

(liquidation)

Estimated to realise in the 

event of terminal insolvency 

(administration)
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Estimated Statement of Affairs as at

26th March 2015

Notes

Adjusted Book 

value in the 

company's 

accounting 

records

Unsecured Creditors

Unsecured portion of preferential creditors' claims

Employees Claims 0 0 0

Other Preferential Claims 0 0 0

0 0 0

Pension Schemes n/a n/a n/a

Employee's unsecured claims 195,501 195,501 195,501

195,501 195,501 195,501

General unsecured creditors (*)

Trade & Crown Creditors 4,598,179 4,598,179 4,598,179

Deficit on Assets subject to Hire/Lease Purchase Agreements b/d 0 0 0

Contingent Creditors 34,848 34,848 34,848

Connected Creditors 0 0 0

Contingent Connected Creditors 0 0 0

4,828,528 (4,828,528) (4,828,528)

Deficit after Unsecured Creditors (4,459,691) (4,109,691)

Share capital Share Capital and Revaluation Reserve 165,424 165,424

(165,424) (165,424)

Deficiency (4,625,115) (4,275,115)

Estimated to realise in the 

event of terminal insolvency 

(liquidation)

Estimated to realise in the 

event of terminal insolvency 

(administration)
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ABC Limited

Comparison of Outcome between 

Terminal Insolvency (Liquidation) and Terminal Insovency (Administration)

£ £

ESTIMATED REALISATIONS

Assets available  to preferential creditors net of secured charges 698,660 1,048,660

698,660 1,048,660

Contributions in the voluntary arrangement not including Profit Ratchet n/a n/a 

CVA Contributions from repayment of ODLA n/a n/a 

Total Realisations 698,660 1,048,660

ESTIMATED LIQUIDATION EXPENSES

Supervisor's fees n/a n/a

DeBIS fees @ 17% 118,772 n/a

Officer's fees on realisations and distributions/Administrator's costs 55,863 200,000

Agents Fees 30,000 30,000

Other fees and expenses 10,000 10,000

(214,635) (240,000)

Amounts available for preferential creditors 484,025 808,660

Preferential Creditors 31,155 31,155

Less - employees' claims not claimed if CVA approved n/a n/a

(31,155) (31,155)

Amounts available for prescribed part creditors 452,870 777,505

Prescribed Part Amount 0 0

0 0

Amounts available for floating charge creditors 452,870 777,505

Floating charge creditors (298,668) (298,668)

Amounts available for unsecured creditors 154,202 478,837

Estimate of Outcome in Terminal 

Insolvency  (Liquidation)

Estimate of Outcome in Terminal 

Insolvency (Administration)
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Comparison of Outcome between 

Terminal Insolvency (Liquidation) and Terminal Insovency (Administration)

£ £

ESTIMATED REALISATIONS

Amounts available for unsecured creditors

Unsecured creditors 4,828,528 4,828,528

Less amount due to on Assets subject to Hire/Lease Purchase if CVA approved n/a n/a 

Less contingent creditors not claimed if CVA approved n/a n/a 

Less Connected Creditors if CVA approved n/a n/a 

Less Contingent Connected Creditors if CVA approved n/a n/a 

Less - employees claims not claimed if CVA approved n/a n/a 

(4,828,528) (4,828,528)

(4,674,326) (4,349,691)

Statutory interest n/a n/a

Amounts available for shareholders (4,674,326) (4,349,691)

Share Capital (165,424) (165,424)

ESTIMATED SURPLUS /(DEFICIENCY) (4,839,750) (4,515,115)

Estimated Returns to the various classes of creditors

Secured Creditors - Fixed and Floating Charge

Payment under the fixed charge n/a n/a

Payment under the floating charge 100% 100%

Preferential Creditors 100% 100%

Unsecured Creditors (Prescribed Part) n/a n/a

Unsecured Creditors 3% 10%

Total Dividend to Unsecured Creditors 3% 10%

Outcome in Terminal Insolvency 

(liquidation)

Estimate of Outcome in Terminal 

Insolvency  (Liquidation)

Estimate of Outcome in Terminal 

Insolvency (Administration)

Outcome in Terminal Insolvency 

(administration)
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Financial Forecasts 
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ABC imited Profit and Loss Account 
Forecast

Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Month 13 Month 14 Month 15 Year 1

Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Mar-16

£ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £

Income :

Work done / sales 4,461,364 4,502,033 4,182,142 2,573,333 2,163,942 2,062,254 2,757,333 2,178,333 2,017,500 1,684,167 1,345,000 1,345,000 807,000 403,500 403,500 31,272,401 

Total Revenue 4,461,364 4,502,033 4,182,142 2,573,333 2,163,942 2,062,254 2,757,333 2,178,333 2,017,500 1,684,167 1,345,000 1,345,000 807,000 403,500 403,500 31,272,401 

Cost of Sales :

  Direct Costs

Work done / sales 3,649,169 3,488,171 3,359,166 2,977,917 2,159,375 1,746,772 1,808,579 1,856,944 1,789,930 1,625,696 1,345,488 1,162,499 800,001 343,749 104,167 26,969,706 

  Total Direct Cost 3,649,169 3,488,171 3,359,166 2,977,917 2,159,375 1,746,772 1,808,579 1,856,944 1,789,930 1,625,696 1,345,488 1,162,499 800,001 343,749 104,167 26,969,706 

Total Costs 3,649,169 3,488,171 3,359,166 2,977,917 2,159,375 1,746,772 1,808,579 1,856,944 1,789,930 1,625,696 1,345,488 1,162,499 800,001 343,749 104,167 26,969,706 

Gross Profit 812,195 1,013,862 822,976 (404,584) 4,567 315,482 948,754 321,389 227,570 58,471 (488) 182,501 6,999 59,751 299,333 4,302,695 

Costs :

Administration Overheads

Total Administration Overheads 63,939 63,939 63,939 63,939 63,939 63,939 63,939 63,939 63,939 63,939 63,939 63,939 65,539 65,539 65,539 767,268 

Administration Salaries

Total Administration Salaries 100,958 100,958 100,958 100,958 100,958 100,958 100,958 100,958 100,958 100,958 100,958 100,958 103,480 103,480 103,480 1,211,496 

Non Movement of Funds Costs

Depreciation 717 717 717 717 717 717 717 717 717 717 717 717 888 888 888 8,604 

Total non cash costs 717 717 717 717 717 717 717 717 717 717 717 717 888 888 888 8,604 

Total Overheads 165,614 165,614 165,614 165,614 165,614 165,614 165,614 165,614 165,614 165,614 165,614 165,614 169,907 169,907 169,907 1,987,368 

Operating Profit 646,581 848,248 657,362 (570,198) (161,047) 149,868 783,140 155,775 61,956 (107,143) (166,102) 16,887 (162,908) (110,156) 129,426 2,315,327 

Bank Overdraft Interest 1,106 8,198 7,922 5,858 3,859 -  -  -  -  -  -  -  -  -  -  26,943 

Bank Interest Received -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  

Operating Leases 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 18,936 

Total Financing Costs 2,684 9,776 9,500 7,436 5,437 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 45,879 

Profit Before Tax 643,897 838,472 647,862 (577,634) (166,484) 148,290 781,562 154,197 60,378 (108,721) (167,680) 15,309 (164,486) (111,734) 127,848 2,269,448 

Corporation Tax (128,779) (167,694) (129,572) 115,527 33,297 (29,658) (156,312) (30,839) (12,639) -  -  -  -  -  -  (506,669)

Profit After Tax 515,118 670,778 518,290 (462,107) (133,187) 118,632 625,250 123,358 47,739 (108,721) (167,680) 15,309 (164,486) (111,734) 127,848 1,762,779 
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ABC Limited Cashflow Forecast

Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Month 13 Month 14 Month 15 Year 1

Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Mar-16

£ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £

Inflow

Sales Receipts 1,900,224 3,868,924 5,093,733 5,390,239 5,114,538 3,570,643 2,719,548 2,505,211 3,100,276 2,787,700 2,469,250 2,121,000 1,715,750 1,614,000 1,129,800 40,641,286

DLA repayment 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

1,900,224 3,868,924 5,093,733 5,390,239 5,114,538 3,570,643 2,719,548 2,505,211 3,100,276 2,787,700 2,469,250 2,121,000 1,715,750 1,614,000 1,129,800 40,641,286

Outflow

Most Recent Credit Purchases 3,623,099 1,578,033 4,555 0 0 0 0 0 0 0 0 0 0 0 0 5,205,687

Purchases 0 1,970,551 4,292,064 4,116,143 3,825,125 3,131,488 2,368,444 2,129,502 2,196,412 2,192,145 2,059,230 1,799,523 1,515,772 1,199,250 713,625 30,080,627

Salaries 64,067 64,067 64,067 64,067 64,067 64,067 64,067 64,067 64,067 64,067 64,067 64,067 65,668 65,668 65,668 768,804

Administration 40,008 74,466 74,466 74,466 74,466 74,466 74,466 74,466 74,466 74,466 73,747 73,747 75,470 76,329 76,329 857,696

PAYE/NIC 0 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 37,812 37,812 405,801

Financial Costs

Dividends Paid 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Overdraft Interest Paid 1,106 8,198 7,922 5,858 3,859 0 0 0 0 0 0 0 0 0 0 26,943

Bank Interest Received 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Current Operating Lease 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 1,578 18,936

VAT on Operating Leases 316 316 316 316 316 316 316 316 316 316 316 316 316 316 316 3,792

VAT 0 0 0 496,636 0 0 (50,077) 0 0 266,372 0 0 14,925 0 0 712,931

Corporation Tax 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Capital Payments

Loans 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Fixed asset additions 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2,083 2,087 2,083 2,083 2,083 25,000

VAT on Fixed Asset Additions 334 334 334 334 334 334 334 334 334 334 334 334 334 334 334 4,008

TTP Payment 58,841 58,841 58,841 58,841 58,841 58,841 58,841 58,841 58,841 58,841 58,841 58,841 0 0 0 706,092

3,791,432 3,795,358 4,543,117 4,857,213 4,067,560 3,370,064 2,556,943 2,368,078 2,434,988 2,697,093 2,297,087 2,037,384 1,713,037 1,383,370 897,745 38,816,317

Net Monthly Funds Movement (1,891,208) 73,566 550,616 533,026 1,046,978 200,579 162,605 137,133 665,288 90,607 172,163 83,616 2,713 230,630 232,055 1,824,969

Opening Balance (295,000) (2,186,208) (2,112,642) (1,562,026) (1,029,000) 17,978 218,557 381,162 518,295 1,183,583 1,274,190 1,446,353 1,529,969 1,532,682 1,763,312 (295,000)

Closing Balance (2,186,208) (2,112,642) (1,562,026) (1,029,000) 17,978 218,557 381,162 518,295 1,183,583 1,274,190 1,446,353 1,529,969 1,532,682 1,763,312 1,995,367 1,529,969
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ABC Limited Balance Sheet Forecast

Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Month 13 Month 14 Month 15 Year 1

Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Mar-16

£ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £

Fixed Assets

Tangibles

Net Book Value

Total NBV Tangible Fixed Assets 274,838 276,204 277,570 278,936 280,302 281,668 283,034 284,400 285,766 287,132 288,498 289,864 291,059 292,254 293,449 289,864 

Total Fixed Assets 274,838 276,204 277,570 278,936 280,302 281,668 283,034 284,400 285,766 287,132 288,498 289,864 291,059 292,254 293,449 289,864 

Current Assets

Work-in-progress 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 5,137,595 

Trade Debtors 10,301,066 11,834,582 11,759,419 9,457,180 6,939,372 5,843,434 6,432,686 6,541,475 5,862,199 5,095,499 4,240,249 3,733,249 2,985,899 1,856,099 1,210,499 3,733,249 

WEC Holdings 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 

DLA 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 

Performance Bond, Rent and NW Deposits 201,675 201,675 201,675 201,675 201,675 201,675 201,675 201,675 201,675 201,675 201,675 201,675 201,675 201,675 201,675 201,675 

Cash at Bank -  -  -  -  17,978 218,557 381,162 518,295 1,183,583 1,274,190 1,446,353 1,529,969 1,532,682 1,763,312 1,995,367 1,529,969 

Total Current Assets 16,240,336 17,773,852 17,698,689 15,396,450 12,896,620 12,001,261 12,753,118 12,999,040 12,985,052 12,308,959 11,625,872 11,202,488 10,457,851 9,558,681 9,145,136 11,202,488 

Current Liabilities

Trade Creditors 5,995,929 6,633,030 6,367,290 5,824,527 4,590,532 3,555,050 3,356,781 3,455,492 3,406,876 3,165,446 2,721,401 2,317,476 1,762,441 975,567 386,819 2,317,476 

Current VAT 151,382 343,098 496,636 (91,973) (102,117) (50,077) 178,694 231,915 266,372 637 (10,518) 14,925 (9,917) (9,284) 39,266 14,925 

Current PAYE/NIC 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 36,891 37,812 37,812 37,812 36,891 

Corporation Tax 128,779 296,473 426,045 310,518 277,221 306,879 463,191 494,030 506,017 506,017 506,017 506,017 506,017 506,017 506,017 506,017 

Bank overdraft 2,186,208 2,112,642 1,562,026 1,029,000 -  -  -  -  -  -  -  -  -  -  -  -  

TTP contributions 647,251 588,410 529,569 470,728 411,887 353,046 294,205 235,364 176,523 117,682 58,841 -  -  -  -  -  

Total Current Liabilities 9,146,440 10,010,544 9,418,457 7,579,691 5,214,414 4,201,789 4,329,762 4,453,692 4,392,679 3,826,673 3,312,632 2,875,309 2,296,353 1,510,112 969,914 2,875,309 

Net Current Assets 7,093,896 7,763,308 8,280,232 7,816,759 7,682,206 7,799,472 8,423,356 8,545,348 8,592,373 8,482,286 8,313,240 8,327,179 8,161,498 8,048,569 8,175,222 8,327,179 

Total Assets less Current Liabilities 7,368,734 8,039,512 8,557,802 8,095,695 7,962,508 8,081,140 8,706,390 8,829,748 8,878,139 8,769,418 8,601,738 8,617,043 8,452,557 8,340,823 8,468,671 8,617,043 

Long Term Liabilities

Deferred Tax -  -  -  -  -  -  -  -  652 652 652 648 648 648 648 648 

Total Long Term Liabilities -  -  -  -  -  -  -  -  652 652 652 648 648 648 648 648 

Net Assets Employed 7,368,734 8,039,512 8,557,802 8,095,695 7,962,508 8,081,140 8,706,390 8,829,748 8,877,487 8,768,766 8,601,086 8,616,395 8,451,909 8,340,175 8,468,023 8,616,395 

Ordinary Shares 110 110 110 110 110 110 110 110 110 110 110 110 110 110 110 110 

Revaluation Reserve (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314) (165,314)

Revenue Reserves Brought Forward 7,018,820 7,018,820 7,018,820 7,018,820 7,018,820 7,018,820 7,018,820 7,018,820 7,018,820 7,018,820 7,018,820 7,018,820 8,781,599 8,781,599 8,781,599 7,018,820 

Current Year Revenue Reserve 515,118 1,185,896 1,704,186 1,242,079 1,108,892 1,227,524 1,852,774 1,976,132 2,023,871 1,915,150 1,747,470 1,762,779 (164,486) (276,220) (148,372) 1,762,779 

TTP Reserve -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  

Shareholders Funds 7,368,734 8,039,512 8,557,802 8,095,695 7,962,508 8,081,140 8,706,390 8,829,748 8,877,487 8,768,766 8,601,086 8,616,395 8,451,909 8,340,175 8,468,023 8,616,395 
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Assumptions for forecasts 

The forecasts shown in the appendices have been produced by KSA’s forecasting team following discussions and reviews with John Humberston. 

1 The forecasts start at 1
st
 April 2015. The forecast reflect the company’s current VAT quarter periods with the VAT quarters ending in March, June, September and

December, respectfully. 

2 VAT workings have been re-modelled so output tax is calculated on receipts basis for self-billing and with input tax calculated on the accounting basis. 

3 The forecasts assume payments for materials and supplies are made 45% in month 1 and 55% in month 2. Clearly without new funding this is impossible to 
achieve. 

4 The administration overheads have been linked on an average monthly basis from ABC LIMITED’s own forecasts with the addition of two contractors, Nick Corden 
and John Humberston. 

5 The administration salaries have been linked from the employees’ worksheet found in the statement of affairs, with a head count of 28 including directors. 

6 The forecasts assume there will be a modest capital expenditure requirement of £25,000 per annum. 

7 The forecasts include a 12 month Time To Pay (TTP) plan, with respect to the balance on the company’s Crown liabilities as at 31
st
 March 2015. The total Crown

liabilities are estimated to be £706,092 resulting in the TTP suggesting that the comp any will have to pay 12 monthly instalments of £58,841, commencing in April 
2015. Since the VAT liability to 31

st
 March 2015 will not be known for a few days, the actual total Crown liabilities to 31

st
 March 2015 might change resulting in a

modified monthly amount to be paid over 12 months. No proposal has been made to H.M. Revenue & Customs but it is assumed that a proposal should be made by 
mid-April 2015. 

8 John has estimated that opening creditors i.e. creditors balance as at 31
st
 March 2015, will be in the region of £5.2m. It is assumed the creditors overdue at the end of 

March, together with those falling due during April, will be paid during April (£3.623m), the sum of £1.578m due in May will be paid in May and a small residual balance 
of £4.5k payable in June. Clearly without new funding this is impossible to achieve. 

9 There has been a suggestion that the amount owed by ABC Limited (£400,000) may be subject to write off but for the purpose of these forecasts it has been carried 
forward across the term of the forecasts. 

10 The amount owed on The director’s overdrawn director’s loan account (£200,000 has also been carried forward – there was a suggestion this may be paid off on the 
sale of a property in July 2015 but as there is no guarantee of the sale being completed then it has been left out to show the maximum finance requirement that may 
be required if not sold. 

11 It is assumed that the 3 vehicle operating leases will continue. 

12 The forecasts show an additional 3 months trading added on for April to June 2016 to conclusion of existing contracts as suggested. 
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Opening balances 

The opening balance sheet was derived using the spreadsheet produced by John Humberston deriving a balance sheet to 1
st
 December 2014.

1 Adjustments made to match/correlate with the latest statement of affairs. 

2 The opening debtors balance is based on a small ledger balance of £16k plus applications for February and March and profiled for payment as per collection basis 
above. 

3 As mentioned above the amount used for opening creditors was supplied by John Humberston. 

4 Following discussions with John Humberston it is assumed that the company will still be utilising the majority of the £300,000 overdraft facility, with an anticipated 
overdrawn balance of £295,000 at 31st March 2015. 

N.B: all the above assumptions have been discussed and agreed with John Humberston at ABC LIMITED. 




