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Number of Statement: Second

Exhibit: "MJW3"

Dated: 15 May 2008

IN THE HIGH COURT OF JUSTICE CASE NO: 146 of 2002
CHANCERY DIVISION
COMPANIES COURT

IN THE MATTER OF EDI REALISATIONS LIMITED (FORMERLY MARSHALL
EDITIONS LIMITED) (IN ADMINISTRATION)

AND IN THE MATTER OF THE INSOLVENCY ACT 1986
{1) Michael Vincent McLoughlin

(2) Allan Watson Graham
(the Joint Administrators of EDI Realisations Limited)

Applicants
and
(1) HM Revenue and Customs
{(2) Newscreen Media plc
(3) Think Entertainment plc
Respondents

SECOND WITNESS STATEMENT

OF MARK JAMES WOOD

I, Mark James Wood, a Senior Associate at Eversheds LLP, 1 Royal Standard Place,
Nottingham NG1 6FZ state as follows:

1. Introduction

1.1 I am a senlor associate of Eversheds LLP at the above address. Subject to the
supervision of my principals, I have the conduct of this matter on behalf of Allan
Watson Graham and Michael Vincent McLoughlin, the Joint Administrators of EDI
Realisations Limited (In Administration) formerly Marshall Editions Limfted
{(“EDI").
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1.2

1.3

1.4

2.1

2.2

3.1

3.2

3.3

I am duly authorised to make this witness statement on behalf of the Applicants.

Save as stated otherwise all facts and matters referred to in this witness
statement are within my own knowledge, information and belief and I believe
them to be true.

There is now produced and shown to me marked "MJW3” a bundle of true copy
documents to which I shall refer to n this witness statement. References in this
statement in bold square brackets are references to page numbers within the
copy bundle marked "MIW3",

The Application of the Third Respondent

This statement is made in connection with the application made by the Third
Respondent dated 27 February 2008,

I have read the evidence in support of the application set out in Part C of the
Third Respondent’s application notice and now provide this witness statement for
and on behalf of the Applicants and in order to assist the Court in advance of the
directions hearing to be held on 20 May 2008.

Preferential claim

The Third Respondent alleges that the Applicants have deliberately withheld
information in relation to the entitlement of the First Respondent to the sum of
£356,000 pald by Newscreen to the Company or that in some way the Applicants
have deliberately withheld Information from the Court and/or the First
Respondent and/or the Third Respondent. For the avoidance of doubt the
Applicants reject any allegation that they may have mislead either the Court, the
Third Respondent or any other Respondent.

It appears that the allegation made by the Third Respondent is that £356,000
was received by the Administrators to be held by them to pay the preferential
creditor, HM Revenue & Customs ("HMRC"), It appears that the Third
Respondent is suggesting that the Funds should have been used to pay HMRC
and that the suppression of this Information in some way allowed the
Administrators to make their application to the Court (to determine entitlement
to the Funds) with a view to the Administrators obtaining a pecuniary advantage
in respect of professional fees. Of course, the position of the Third Respondent is
entirely incorrect.

I refer the Court to paragraph 13 of the First Witness Statement signed by Allan
Graham. In this Statement Mr. Graham confirmed

“the source of the Funds is the payment in the sum of £1,850,000 made by JAG
to Mischcons on 23 August 2002, as shown on the account card, at page 96 [of
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3.4

3.5

3.6

3.7

4.1

4.2

"AWG1”]. These monies were then paid to Newscreen. This payment was
made pursuant to and in accordance with the terms of the CVA, Following
receipt of these monies by Newscreen, the sum of £356,000 was paid by
Newscreen to the Company in respect of the preferential claims notified in the
administration of the Company.”

Mr Graham further stated at paragraph 17 of his First Witness Statement that:

“I am advised that the preferential creditors may be entitled to have recourse to
the Funds to meet their claims on the basis that a trust in their favour arose on
payment of the £356,000 by Newscreen to the Company for the purpose of
meeting preferential claims.”

The First and Third Respondents were respondents to the application and have
received a copy of Mr. Graham’s First Witness Statement. This Statement
highlighted the potential entitlement of the First Respondent and went on to
explain the varlous other claims made to the Funds. Thereafter further
evidence has been filed by the parties in order to determine their respective

rights to the Funds.

The Respondents rights to the relevant proportion of the Funds has now been
determined within these proceedings and, indeed, the Third Respondent was
party to the settlement reached between the First, Second and Third
Respondents. This agreement was explained to the Court on 17 July 2007 when
a final order was granted by Registrar Nicholls [1 - 5].

As a result I believe that the serious allegations made by the Third Respondent
are completely unfounded.

The Order of 17 July 2007

The second limb of the Third Respcndent’s application appears to be that the

Applicants’. costs should be subject to an immediate assessment by a specialist
Taxing Judge. Of course, if the Third Respondent had attended the hearing on
17 July 2007 it would be aware that Registrar Nicholls considered the
appropriate mechanism for assessing costs and ordered that an independent
assessor should be used. In fact Registrar Nicholls mentioned the name of Peter
Horrocks as being a person with a reputation for dealing with assessments of
this nature, Furthermore the learned Registrar provided a framework in which
the assessment should take place. I therefore believe that the mechanics for
dealing with an assessment have been properly considered by the Court.

In light of the Third Respondent’s comments I think It is worth explaining the
actions taking place since the Order of 17 July 2007 (“the Order”). The parties
have been attempting to agree the Applicants’ remuneration and disbursements
in this matter pursuant to paragraph 1 of the Order. Although the Order set out
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4.3

4.4

4.5

4.6

a timetable to be followed by the parties, the timetable was varied, initially by
consent and latterly by Court Order [6]. The witness statement referred to in
paragraph 3 of the Order has been served and the notification referred to in
paragraph 4 of the Order has been sent. However, the Applicants have not
agreed the matters listed in paragraph 4 of the Order. The reason for this is that
the Applicants have continued to attempt to agree thelr remuneration with the
First and Second Respondents, notwithstanding the expiry of the time period
ordered by the Court. There was a meeting in February 2008 at the Applicants’
solicitors’ offices and subsequently further correspondence has been entered into
between the Applicants and the First and Second Respondents.

As set out within the Third Respondent’s application notice, the Third Respondent
was excluded from the meeting that occurred in February 2008. This exclusion
was as a result of the need to conduct sensible discussions for settlement
bearing in mind the fact that paragraph 4 of the Order envisaged only the First
and Second Respondents participating.

The Third Respondent has however attempted to continue to litigate this matter
and to make separate allegations in correspondence with the Applicants. By way
of example, we now enclose a selection of recent e-mails received by Applicants,
from the Third Respondent [7 - 41], over the past few weeks. The
communications culminate in Mr Hardy's complaints to the Serious Fraud Office,
The Financial Services Authority, the Institute of Chartered Accountants in
England & Wales, the Insclvency Practitioners Association and the Solicitors
Regulation Authority.

The Applicants and the First and Second Respondents have conducted meetings
between themselves following the Order made on 17 July 2007 in an attempt to
agree a position in relation to the level of costs in the main application. At the
time of drafting this witness statement, the Applicants and the First and Second
Respondents have thus far failed to agree a position in relation to the costs in
the main application.

In view of the foregoing, I respectfully submit that the Third Respondent’s
application be dismissed and the matter should now proceed before a costs
assessor to fix the remuneration and costs.

Statement of Truth

This statement is true fo the best of my knowledge and belief dated this 15th day of May

Full Name:
Position:

Senior Associate

not_l001\1687712\4 4




Filed on behalf of: Applicant

Witness Statement of: Mark James Wood
Number of Statement: Second

Exhibit: "MJW3"

Dated: 15 May 2008

IN THE HIGH COURT OF JUSTICE CASE NO: 146 of 2002
CHANCERY DIVISION
COMPARNIES COURT

IN THE MATTER OF EDI REALISATIONS LIMITED (FORMERLY MARSHALL
EDITIONS LIMITED) (IN ADMINISTRATION)

AND IN THE MATTER OF THE INSOLVENCY ACT 1986

(1) Michael Vincent McLoughlin
(2) Allan Watson Graham (the Joint Administrators

of EDI Realisations Limited)

Applicants
and
(1) HM Revenue and Customs
(2) Newscreen Media plc
(3) Think Entertainment plc
Respondents

EXHIBIT “MJW3"

This is the exhibit marked *"MJIW3" in the Witness Statement of Mark James Wood.

Signed: SRR Ao S oo A .

.ﬂ"“ﬁ

i 1\ e
Full Name: T™ARK JAMES WOOD

Position: Senior Associate
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IN THE HIGH COURT OF JUSTICE No. 146 of 2002

Chancery Diviston
- Companies Court

* In the matter of EDI Realisations Limited (formerly Marshall Editions Limited) (in

administration)

Aud in the matter of the Insolvency Act 1986

- BETWEEN

(1) MICHAEL VINCENT MCLOUGHLIN
(2) ALLAN WATSON GRAHAM

(THE JOINT ADMINISTRATORS OF EDI REALISATIONS LIMITED)
Applicants

~ang-

(1) H.M, REVENUE AND CUSTOMS
(2) NEWSCREEEN MEDIA GROUP PLC
(3)- THINK ENTERTAINMENT PLC

(4) MR CHRISTOPHER JONES
Respondents

MINUTE OF ORDER

UPON 'THE APPLICATION of the Applicanis by ordinary application (“the
Application™)

;' AND UPON HEARING Counsel for the Applicants, Counsel for the First Respondent

and the Fourth Respondent appearing in person

P ——
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" AND UPON fthe Second Respondent and the Third Respondent not appearing

* AND UPON READING the written evidence filed

AND UPON THE COURT being informed of the terms of the agreements reached
between the Applicants, the First Respondents, the Second Respondent and the Third

Respondent and set out at Schedulo 1 hereto

* . IT IS ORDERED that:

"' 1. The balance of the funds as defined in paragraph 2 of the Application and in
l paragtaph 2 of the First Witness Statement of Allan Grabam filed in support of
the Application (“the Funds”) remaining in the hands of the Applicants

. following:

a. the discharge from the Funds of all remuneration, costs and expenses of
and incidental to the Applicants’ application for the discharge of the
administration order putsuant to section 18 of the Insolvency Act 1986

(“tho Act™) and their release pursuant to section 20 of the Act;

b. the discharge of all remuneration, costs and expenses of the Applicants of
and incidental fo the mvestigation into the ownership of the Funds
(including for the avoidance of doubt any remuneration, costs and

expenses incurred pursuant to paragraphs 2 to 5 of the Order herein); and

¢, the discharge of all remuneration, costs and expenses of the Applicants to

which the Applicants are entitled pursuant to s.19(4) Insolvency Act 1986
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shall be paid out in accordance with the terms of the agreement befween the
Applicants, the First Respondents, the Second Respondent and the Third
_Respondent and set out at paragraph 1 of Schedule 1 hereto.

. The Applicants’ yemunetation, costs and expenses of and incidental to their
investigation of the ownership of the Funds, as set out in the Order of Chief
Registrar Baister dated 20" March 2006 (“the Otder”), be the subject of a
detailed assessment by an assessor as set out at paragraph 4 if not agreed, For the
avoidance of doubt (a) the remuneration, costs and expenses of the Applicants
incurred in relation to the detailed assessment shall constifute reinuneraﬁon, costs
and expenses within the meaning of paragraph (1) of the Order; and (b) the legal
costs of the Applicant shall be assessed pursuant to CPR 48.8.

. The Applicants do by 4 p.am, on 3 1% August 2007 file and serve upon the parties
b},’r way of witness statement details of their remuneration, costs and expenses in
relation to such investigation, Tor the avoidance of doubt, the remuneration,
costs and expenses of the Applicants incurred in relation to the preparation of the
witness statement shall constituto remuneration, costs and expenses within fhe

meaning of paragraph (1) of the Order.

, The detailed assessment be stayed until 4 p.m. on 28" September 2007, whilst the
parties try to agree the Applicants’ remuneration, costs and expenses as aforesaid.
The Applicants shall notify the Court in writing at the end of that period whether
agreement has been reached (and, if so, shail submit a draft Consent Order
recording such agreement), In the event that no such agreement has been
reached, the Applicants, the First Respondent and the Second Respondent shall
“ by 4pm on 19® October 2007 lodge an agreed order which provides for the

following matters:
a. the appointment of a named assessor by the parties to conduct the detailed

assessment (“the Assessor’);
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b,y

b. the fact that the Assessor shall be remunerated from the Funds in the
~ conduct of the detailed assessment;

c. the date by which each party should lodge papers with the Assessor for the
purpose of the detailed assessment; '

d. alist of issues for determination by the Assessor;

e. the date by which the Assessor shall provide his draft report to the parties
(“the Draft Report”);

f. the date by which the parties shall submit any comments to the Assessor in
relation to the Draft Report; and

g. the date by which the Assessor shall provide his final report.

5, In the event that the parties are unable to agree an order for the timetable for the
_detailed assessment by 4 p.m. on 19™ October 2007, an application shall be made

to the Court for directions to be given for the conduct of the detailed assessment.

,‘ 6. For the avoldance of doubt, the remuneration, costs and expenses of the Applicants
incurred in relation to the agreement or attempts fo agree the remuneration, costs
and expenses as aforesaid and any ancillary work upon the same shall constitute
remuneration, costs and expenses within the meaning of paragraph (1) of the

‘Order.

7. Save as aforesaid, there be no order as o costs,

DATED THIS 17 DAY OF JULY 2007
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SCHEDULE 1

1. The sum shall be paid 60% to the First Respondents and 40% to the joint liguidators
of the Second Respondent.

2. The First Respondents and the Second Respondent (acting by its joint liquidators)
acknowledge and agree that upon receipt of any sums paid pursuant to this Schedule,
they will have no further claim against the Applicants or as between themselves in
relation to the beneficial ownership of the Funds.

37 The Third Respondent acknowledges and agrees that save for the apptopriate share of
the sums payaBle to the joint liquidators of the Second Respondent pursuant to an
agresment dated 9™ May 2006, it will have no further claim against the Applicants or

any of the other Respondents in relation fo the beneficial ownership of the Funds.

We consent to an order in these terms

Solicitor for the First Respondent

--------------------------------- BhedeenEsEaNT N sEI T YRR BRI bR RN

" 'Solicitor for the Second Respondent

’ ~ Third Respondent
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' No: 146 of 2002
IN'THE HIGH COURT OF JUSTICE

CHANCERY DIVISION
COMPANIES COURT .
: L OF
Registrar Derrett & s ‘J{n)
. S " %ﬁ %}m% \,T%y l.
In the Matter of Marshall Editions Limited AT b

and

Tt the Matter of the Tnsolvency Act 1986

Between:

Michael Vincent McLoughlin and. Allan Watson Graham (the Joint
Administrators of EDI Realfsattons Limited (formerly Marshall Editions

{ Limited) In Administration ‘Applicants

And

(1) LM, Revenue And Customs
(2) Newscreen Media Group Ple
(3) Think Entertainment Ple

(4) Mr Christopher Jones
Respondents -

UPON THE APPLICATION NOTICE dated the 15" November 2007 of the
Applicants .

AND UPON HEARING Counsel for the Applicants and the Solicitor for the third
Respondent and no one appearing for or on behalf of the first, second and fourth

P Respondents

AND UPON READING THE EVIDENCE
IT IS ORDERED THAT :

, 1. the time by which the Applicants ate required to flle and serve a witness stafement in
accordance with paragraph 3 of the Order dated 17" J uly 2007 is hereby extendad to 31%
December 2007 and the remaining thme periods in the order are extended by

corresponding periods

2, the Applicants costs of the Application are to be paid by the fund as defined in
paragraph 2 of the first witness statement of Mr Allan Watson Graham

Dated: 21%* November 2007




From: mark hardy [thinkplc@gmail.com]

Sent: 23 April 2008 08:56

To: Kreting, Paul A (Solicitors Office London); Radford, Chris; Stuart Frith
Ce: John Twizell; Mark Gledhill

Subject: EDI Costs taxation

Attachments: kpmg dishcarge.ndf

Gentlemen,

Please find attached a copy of the order of the High Court granting the discharge of the
Administration of NewscreenMedia Group,

You will note that KPMG's costs were authorised on a time cost basis,
To date those costs have not been assessed or otherwise approved.
Do any of you have any objection if I ask to have the application for the assessment of those cosis to

be consolidated with the EDI costs hearing? It would seem sensible as the taxing master is going to
need to be satisfied that KPMG have only cherged one estate - albeit af the "typical upto 25%"

unmerited rate.

On a lighter note, I read the Times 100 most influential lawyers list yesterday and lo and behold in
the top 10, 1 is a dinner guest and 1 a relative by marriage, and then of the remaining 90, T have
instructed 3, Appeared before 3, "co-advocated" with one, leaving poor old Richard Fleck as the sole
onie who was instructed against me but wo never went to frial because Herbert Smith gave up!

Not a bad taily for a mere litigant in person?
Regards

Mark Hardy
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Form .19

_ Compnny number
2870308

Newsoreon Media Group Plo i‘oﬁnérly Just Group Plo |

We, Allan Watson Grahaw
of
KFPM(G Corporate Regovery
1 Waterloo Way
Lafopater
LEl 6L¥%

Michael Vincent MoLoughlin
KPMG
8 Salishury Square

Londen
EC4Y 8BB

Joint administrators of the company hereby give notie that.on

23 April 2004
the adminisiration order was discharged. An office copy of the said order of dischargs
s nttached,
Signed /W Dated 29 Apeil 2004
Pl
KPMG Corporete Recovety For offictel uss
1 Waterloo Way Insolvency sestion Pgst room
Leivester ]
LE1 6LP
o 128
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I EHE HIGH COQURT OF JUSTICE
CHANCERY BIVISION
COMPARIES COURT

R

~ JIN-TRIE MATTER OF NEWSCREEN MEDIA CROUP PLA {formerly Just Grou
ole) . ' v

AND IN THE MATTER OF THE INSOLVENCY ACT 1986

QRUER

UPON THE Aii“'ﬁﬁl_lﬁﬁfibN E’ Allas Watson Graham and Michash Vincent MoLoughlin
(“he Administrators”) the Adminigiators of NBWSCREEN MEDIA GROUP PLC

(formerly Just Group ple) {"the Company™) appointed prswnt to &n Oyder of Mr Justios
Lawrenes Cotling on 9 Janu’m*y 20072 (“fhe Administration Order”)

" : M:P UPON HEANING Connsel for the Adminishators: e |
\ A ?;UPON READING the dapments-ressrdod-anthe Gowt fle-as-hving bosnaond s
HISAND the Court being satisfiad thet these proseedings are main proceedings as defined in"* .

Auxticle 3 of the EC Regulation :

IT IS ORDERED ihat .
1. The Adwinistration Order bg discharged purenant o Seetion 18 of the nselvency

Act 1986,




e e e e

The Administrators ke released fram [mbthfy as Adrainisirataze of the Company
pusaisut to Section 20 of the Insolvency Aot 19865%&@%’%}\3&% the filing
of the account of receipts and paymcntﬂ pursuant o Rute 2, 52(1) of the .
Insolvency Rules 1986,

The Administrators’ remueration and sxpenses tncured jn the Adenintsteation
inclnding the costs of this application be settled from the Company’s assats ag an
expense of the Adnilnistration on a time basis,
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From: mark hardy [mailto:thinkplc@gmail.com]

Sent: 23 April 2008 09:17

To: Graham, Allan W; Mcloughtin, Mick

Cc: david. hudson@beghles-fraynor.com; jamle taylor@beghies-traynor.com; John Twizell
Subject: JUST GROUP plc (now Newscreen Medfa Group)

LETTER BEFORE LEGAL ACTION

Gentlemen

Please find attached a copy of the order of the High Court granting the discharge of the
administrators,

You will note the basis upon which your remuneration was authorised.

To date that remuncration has not been assessed or seemingly otherwise independently determined
contrary to the binding provisions of the CVA,

Vou are all aware that Bversheds have recently written stating that upon taxation typically upto 25%
of Insolvency Practitioner and their lawyers fees are disallowed.

I assume that you are all familiar with SIP9 and the "profif costs" matter which would also seem
germane in this instance,

Acting on behalf of Think Entertainment ple, suceessor in title to the assets of Newscreenmedia
Group, I now intend to apply to the High Court for those costs to be assessed by a Taxing Judge as
there would prima facie seem to be a large six figure sum to be recovered for the benefit of the

ereditors of this company and those remaining unpaid in the CVA.

Yo are aware of the EDI Realisations matter rumbling on through the High Court, and T have foday
written to the solicitors acting for HMRC, KPMG and Newscreenmedia asking if they have any
objections to me seeking a consolidated hearing of all the costs matters,

Tt would be nice to think that we could reach agreement without recourse to assessment but the
history of dissembling, intransigence and refusel to countenance admission of simple mistake, leads
me to the only conclusion that I will inevitably have to resort to Judicial Intervention not least in
view of the limitation period fast running out as the terms of the CVA were being negotiated neatly 6

years ago.

Accordingly please note that in the absence of an offer of settlement and compromise within 14
days, 1 shall make application to the Court and request it be set down for a directions hearing on May

20th,

Regards

Mark Hardy
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From: mark hardy [thinkplc@gmail.com)
Senfr 29 April 2608 15:32 :
To: Kreling, Paul A (Sclicitors Office London); Radford, Chris; Stuart Frith

Ce: John Twizell; Mark Gledhill
Subjest: Re: EDI Costs taxatlon

Gentlemen

I take your silence to mean you have no objection so I will make the necessary application in the
Newsereen media case on Thursday, and ask for directions for consolidation on May 20th given that

all KPMG have to do is produce a few more time shests

I have now seen a most bizarre letter from the in-house lawyer at KPMG to Carter Ruck which
seems to be saying that so far as they are concerned the entire CVA is rolled up into the EDI case -

wishful thinking as the franscripts show!
Regards
Mark Hardy

On Wed, Apr 23, 2008 at 8:56 AM, mark hardy <thinkple@gmail.conm> wrote:

Gentlemen,

Pleass find attached a copy of the order of the High Coutt granting the discharge of the
Administration of NewscreenMedia Group,

You will note that KPM's costs were authorised on a time cost basis.
To date those costs have not been assessed or otherwise approved.

Do any of you have any objection if I ask to have the application for the assessment of
those costs to be consolidated with the EDI costs hearing? It would seem sensible as the
taxing master is going to need fo be satistied that KPMG have only charged one estate -
albeit at the "typical upto 25%" unmerited rate.

On a lighter note, I read the Times 100 most influential lawyers list yesterday and Jo and
behold in the top 10, 1 is a dinner guest and 1 a relative by marriage, and then of the
remaining 90, I have instructed 3, Appeared before 3, "co-advocated” with one, leaving
poor old Richard Fleck as the sole one who was instructed against me but we never went

to trial because Herbert Smith gave up!

Not a bad tally for a mere litigant in person?
Regards

Mark Hardy




From;  Stuart Frith [SJF@brookenorthlip.co.uk]

Sent: 29 April 2008 15:58
To: Radford, Chrls; mark hardy; Paul A (Solicitors Office London} Kreling

Ce: John Twizell; Mark Gledhill
Subject: Re: EDI Costs taxation '

Dear Mr Hardy,

I have to tell you that my clients do not support your application,

Yours sincerely,
Stuart Frith

> "mark hardy" <thinkple@gmail.com> 29/04/2008 15:32 >>>
Gentlemen

I take your silence to mean you have no objection so I will make the necessary application in the
Newscreen media case on Thursday, and ask for directions for consolidation on May 20th given that
all KPM@ have to do is produce a few more {ime sheets

I have now seen a most bizarre letter from the in-house lawyer at KPMG to Carter Ruck which
seems to be saying that so far as they are concerned the entire CVA is rofled up into the EDI case -

wishful thinking as the transcripts show!
Regards
Mark Hardy

On Wed, Apr 23, 2008 at 8:56 AM, mark hardy <thinkple@gmail.com> wrote:

Gentlemen,

Please find attached a copy of the order of the High Court granting the discharge of the
Administration of NewscreenMedia Group,

You will note that KPMG's costs were authorised on a time cost basis.

To date those costs have not been assessed or otherwise approved.

Do any of you have any objection if [ ask to have the application for the assessment of
those costs to be consolidated with the BDI costs hearing? It would seem sensible as the

taxing master is going to need to be satisfied that KPMG have only charged onoe estate -
aibeit at the "typical upto 25%" unmerited rate,

On a lighter note, I read the Times 100 most influential lawyers list yesterday and lo and
behold in the top 10, 1 is a dinner guest and 1 a relative by marriage, and then of the
remaining 90, I have instructed 3, Appeared before 3, "co-advocated" with one, leaving
poor old Richard Fleck as the scle one who was instructed against me but we never went

to trial because Herbert Smith gave up!

Not a bad tally for a mere litigant in person?
Regards

Mark Hardy
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Sent: 08 May 2008 20:55

To: Cook, Colin
Ce: John Twizell; Kreling, Paul A (Sollcitors Office London); Graham, Allan W; Mcloughlin, Mick;

ric.traynor@begbles-traynor.comy; davidgray@eversheds.com; miller.mclean@ibs.com
Subject: Re: Just Group CVA

Dear Mr. Cook

I don't think that you have taken my previous emails seriously, so let me emphasise that after 3.30pm
tomorrow thete will be no compromise with your, Eversheds and RBS' continuing pattern of lying

and obfirscation by your in house lawyers or otherwise.

This is not a threat (N.B. Special Boy): this is a statement of fact that unless by 3,30pm on the
afternoon of Friday 9th May you have accounted for monies properly due to Think Entertainment (as
successor in title to all monies due to Newscreen Media Group plo) to its account at Barclays Bank,
Leicester, then I will not only file complaints against your firm, its two partners, RBS, Begbies and
Eversheds but will lay criminal charges against your firm and its partners.

As for nearly 20% of the Board of RBS being KPMG or Eversheds men, Wednesday May 14th is
going to be such fun - just ask BBC Scotland!

Regards
Mark Hardy
On Mon, May 5, 2008 at 9:49 PM, mark hardy <thinkplc@gmail.com> wrote:

Dear Mr., Cook,

In the matter of the Just Group ple Creditors Voluntary Arrangement I formally
accuse your firm, itself and by its two partners Mick McLoughlin and Allan

Graham, of FRAUD, THEET, FALSE ACCOUNTING, BREACH OF TRUST and
OFFENCES CONTRARY TO THE PERJURY ACT 1911.

TAKE NOTE that unless full restitution - in an amount to he agreed as
the principal values plus interest and costs - has been made by close of
banking hours in London on Friday May 9th 2008 to the account of

Think Entertainment plc as successor in title to the assets of Newscreen
Media Group_ple (formerly Just Gronp plc) I will without further notice
and immediately commence legal action against youy firm and its
partners in both the Criminal and Civil Courts for recovery of momnies
stolen and otherwise misapplied, and for the application of criminal
sanctions against vour firm and Messrs McLoughlin and Graham for

their eriminal acts.

1 draw your attention to the attached pdf file of the scanned records at Companios House
of Just Group Properties Limited, and to the copies of the CVA documents and all other

papers in your possession.

You have had many months to explain your firm's gross professional misconduct in the
Just Group CVA, but all that has been seen aro disingenuous, dissembling and
misleading letters and emails trying to cover up your firms outrageous, fraudulent and

criminal conduet,
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BUT to find last week when I went digging even further into the bowels of the filings
you have made with the registrar of Companies, that your firm couldn't even be bothered
to try and adhere to the purposes of the CVA by applying monies to the secured creditor,
proper shertfall in your fees, and otherwise by reimbursement or refund to "the
company” - frankly beggars belief - you just paid them into the "liquidation" that your
firm sought with Messts Graham and McLoughlin as liquidators| Since when was any
contribution to unsecured creditors on the CVA agenda?

Why oh why did I ever trust anything your firm ever said and not go digging before info
those companies where you hadn't already disclosed untawful transfer of the £1,850,000

CVA monies?

Well, the Official Receiver seems to be horrified at the evidence of your criminal
conduct, and I suspect will support my proposal that no partner of KPMG be allowed to
be appointed fo any Insolvency for a period of 5 years as a sanction for such blatant

criminal acts.

This discavery has snapped all patience with your corzupt firm, enough is enough, and if
you want to get your ex-Special Branch boy to threaten me again so be it.,

As for the Supervisors gross professional negligence in not spotting these outrageous act
of Theft, it "Begbies belief"! But that is for another forum.,

You know where to reach me. My cell phone is 078 5599 5228,
Regards

Mark Hardy

On Fri, May 2, 2008 at 11:25 AM, mark hatdy <thinkple@gmail.com> wrote:

Oh dear Mr, Cook,

I'm really somry to spoil your long weekend, but having just left the Official
Receivers office at 21 Bloomsbury, T write fo suggest that you get your in-
house legal department upto speed on the matter of Just Group Properties

Litd as a matter of great urgency.

This is nothing to do with the £322,000 Escrow moiey where Carter
Ruck are instiucted to act.

This is to do with the othet "CVA trust monies"and this time your two
chums have really dumped you "in the brown stuff" as the most simple
serutiny of the R&P filings for Just Group Properties and the terms of the

CVA will show.
The company number is 04118587,

I will write further after the weekend, but I folt you should have the chance
to investigate and prepare yourself, as I personally hate to be what is
judicially described as "sandbagged".
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Regards

Mark Hardy
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3 St Mary's Seuare
Bury St Edmunds
IP33 2AT

9% March 2008

To:
Richard Alderman Esq,
Director
The Serious Fraud Office
Elm House, 10-16 Elm Street, London WC1X 0BJ

Hector Sants Bsq.

Chief Executive

The Financial Services Authority

25 The North Colonnade, Canary Wharf, London E14 5HS

Mathew Ives Esq.

Director, Professional Conduct Department

The Insttute of Chartered Accountants in England & Wales

Level 1, Metropolitan House, 321 Avebury Boulevard, Milten Keynes MK9 2FZ

Wayne Harrison Esq.

Head of Regulation

Insolvency Practitioners Association

Valiant House, 4-10 Heneage Lane, London EC3A 5DQ)

Antony Townsend Esq.

Chief Executive

Solicitors Regulation Authority

8 Dormer Place, Leamington Spa, Warwickshire, CV32 5AE

Gentlemen,
Complaints against

Royal Banlc of Scotland,
KPMG llp, Begbies Traynor, Eversheds 1lp
and
Four Licensed Insolvency Practitioners
numbered 2748, 6418, 8719 and 8977 at the Insolvency Service
(Jamie Taylor, Michael V, McLoughfin, Allan W, Graham and David P. Hudson)
BREACH OF TRUST, FRAUD, THEFT, FALSE ACCOUNTING, UNMERITED FEES
GROSS PROFESSIONAL NEGLIGENCE AND CHEATING THE PUBLIC REVENUE

in the matter of
JUST Group plc and a Creditors Voluntary Arrangement (“CVA”)

I write to make formal complaint against the above entities and Licensed Insolvency Practitioners and set out

the basic facts and allegations in the attached documents.

I fully appreciate that the allegations are extremely serious and please be assured that they have only been made
after carefut verification to what 1 consider represents the criminal burden of proof — i.e. “beyond all reascnable

doubt” - and the accused have been considerable time to consider the matters and provide explanations but none

have been forthcoming.
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As the CVA was filed in the High Court on 17" June 2002, there is a pressing need to address any 6 year
limttation rules and accordingly I have caused Claims to be issued in the High Court In relation to some of the
matters, whilst KPMG trundle on with their confused application for directions in relation to another matter, and I

therefore can no longer delay filing these complaints, It is of course trite law that litigation does not delay or

prejudice regulatory investigation,

Given that there are so many different regulatory authorities covering the same facts (albelt in the case of RBS
the sole allegation is Breach of Trust as they must surely be presumed to have had no knowledge of KPMG and
Evershed's subsequent actions, even though neacly 20% of the RBS Directors are retired partners or otherwise
publicly connected with those flems), it seems sensible for me not to burden you with too much paperwork until

you can advise me whether you wish to take a “joined-up” approach to the initial investigations you must now

make ot whether each of you requires only the papers related to your particular role,

Many of the documents can in any event be downloaded from the website that T use to communicate with as
many of the 55,000+ shareholders as I can, Tt is at www.thinkentertalumentple.blogspot.com

I look forward to hearing from you as soon as possible.

Regards

Mark Hardy

enc: Copy of the CVA
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THE BACKGROUND

o JUST and 15 of its subsidiatles were made the subject of Administration Orders on 9" January 2002
and MecLoughlin and Graham - partners in KPMG and Insolvency Practitioners licensed by by the ICAEW

—were appointed Administrators,

o NATWEST had lent money to JUST and its subsidiaries secured by Fixed and Floating charges with
Group wide cross guarantees and indemnities. (NB Royal Bank of Scotland replaced NatWest for purposes

of the CVA)

e KPMG set about realising assets with the outcome being forecast that there would be no dividend for

unseeured creditors, and there would be a shortfall to RBS and/or the Preferred Creditors of the Group,

o Prior to the grant of the Administration orders, a shareholder action group had been created (“JAG”) to

investigate what had caused the collapse of JUST and whether shareholders could obtain any [egal redress

for their losses.

o Discussions between JAG and KPMG eventually led to suggestions of the CVA. on the basis that JAG
had to prove that shareholders would contribute to a new share issue by JUST, JAG solicited money from

shareholders based on representations that it would be securely held by Mishcon de Reya and returned in

full if the CVA did not proceed.

e More than £1,850,000 was raised and KPMG were then able to propose the CVA ta the Creditors and
the High Court on 17% June 2002 with Hudson and Taylor — partners of BEGBIES and Insolvency
Practitioners licensed by the IPA. - as the Nominees to act as Supervisors of the CVA.

e Creditors and Shareholders approved the CVA on 2™ August 2002

e A total of £5,694,000 was raised by the JUST share issue and monies conditionaily held by Mishcon de
Reya became wholly vested in JUST.

e JUST experlenced some delays in opening accounts at Barclays and accordingly on 23 August 2002 at
KPMG and BEGBIES's direction instructed Misheon to remit to KPMG £1,850,000 from the funds

Mishcons were still holding in their client account, in order to speedily implement the CVA.

& The CVA document makes clear that the sum of £1,850,000 represented:
O £322,000 to be held in Escrow in an account at a clearing bank under the controt of BEGBIES for
the sole benefit, and at the sole direction, of RBS in the event that there was a shortfail in repayment to
RBS caused by the existence of a priority preference claim of HM Revenue & Customns in the JUST
subsidiary — EDI Realisations Ltd for unpaid PAYE estimated at £322,000.
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O RBS had sole control over the utilisation of the Escrow and were required to ensure its repayment

to JUST if there was no shortfall in repayment of the loans,
O £1,528,000 to be held on trust in an account a clearing bank under the control of BEGBIES and to

be utilised solely to meet any shortfall to the Bank and upto £1,300,000 for any fees properly payable
to KPMG (and KPMG only) for acting as Administrators to the vatious JUST companies when all

asset realisations had been made
O None of these moiies were to be used for payment to any other parties for any services whatsoever.

¢ RBS having determined that the Escrow was not needed, directed KPMG to repay ifs foans in full at a

date someatime in late August or early September 2002.

THE COMPLAINTS

1. BEGBIES failed to ensure that the CVA monies were held in accounts under their conirol and were

disbursed solely in accordance with the terms of the CVA
2. RBS falled fo direct that the Fscrow monies were repald to JUST

3, KPMG falsely accounted for the receipt of £1,850,000 in filings with the Reglstrar of Companies that

they made as Administrators of JUST Group plc and not as Administrators of any otlher companies.

4. Without any authority whatsoever, and in breach of contract and trust, KPMG transferred monies to

various subsidiaries of JUST and then rendered false accounts to creditors and the Registrar of Companies

5. KPMG falsely stated in accounts to creditors and the Registrar of Companies that the sum of £356,000
was “ring fenced” under the terms of the CVA for the benefit of HMRC and other preferential creditors of

EDI Realisations Ltd

6. KPMG failed to account for and/or repay to JUST the difference between the £1,300,000 estimate of

their time-cost fees and the actual fees payable on a meritorious basis as determined in accordance with the

binding provisions of Statement of Insolvency Practice 9 (“SIP9™),

7. BEGBIES failed to ensure that KPMG propetly conducted the Administrations and rendered invoices to
them for any actual shortfall in time-cost fees they had not recovered from the estates by agreement with

the Creditors of those estates and JUST after ail asset realisations had occurred,

8. KPMG have Cheated the Public Revenue contrary to Common Law by intentionally failing to
timeously or at all pay the cleims of HMRC in the EDI Realisations Administration as required by law,

9, In April 2004 KPMG informed the directors of JUST Group that they could make sworn declarations of
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solvency in accordance with the provisions of the Insolvency Act relying on KPMG's representations that
£385,000 should he accounted for as a cusrent asset of JUST for the purposes of inducing its shareholders

to enter into a reorganisation under s110 of the Insolvency Act.

10, BEGBIES failed to diligently exercise their duty of care and verify the reasonableness of the matters
related o the CVA contained in the Declaration of Solvency hefore confirming to JUST's creditors that the
s110 reorganisation would protect their interests, and in so doing failed to carry out their duly of care to

JUST and its assignees.

11. Think Entertainment ple (“THINK”), successor to JUST by virtue of the s110 was induced into
providing an indemnity to JUST's creditors in part based upon the representations of KPMG and relying
upon the duly of care owed by BEGBIES.

12. Following the §110 reorganisation in May 2004, KPMG attempted to cover up their misconduct by bad
faith and inducing THINICs solicitors, Addleshaw Goddard, info negetiating that EDI Realisations Lid
would enter into a loan agreement with THINK by falsely representing that they could not pay any monies
away until the Judicial Committee of the House of Loxds had ruled in the matter of RBS -y~ Spectrum Plus
(“BRUMARK?),

13. Such accounting as does exist proves beyond all doubt that KPMG wete lying as to any possible
relevance of BRUMARK to the JUST CVA, as not only had RBS been repaid in full but there was more
than enough cash to pay HMRC and all other preferential creditors in full in early 2003 as they were
required to do, and that their delay was patt of a well docuinented policy by all Insolvency Practitioners not
to pay any monies to HMRC in any Administration, Receivership or Liguidation ahead of the BRUMARK

ruling - even in cases such as JUST where the ruling was of no relevance.

14. In January 2005 relylng upon Addleshaw Goddards representations that KPMG had told them not less
than £250,000 would be imminently made available and paid to THINK, without making further enquiry [
accepied the grant of a Power of Attorney to act for THINK. At all times I asked KPMG, and theiz
solicitors BVERSHEDS why any money was in EDI Realisations and that they justify why BRUMARK

was justification for any delay as to payment,

15. T April 2005 T and the liquidators of JUST wrote to KEMG pleading with them to sort out the monies
and provide accounting for why money was in EDI, as otherwise the liquidation of TUST would have to be
converted from a Membets Voluntary to a Creditors Voluntary in late May 2005. They refused,

16. BEGBIES then threatened the liquidators of JUST that unless their outstanding fees as Supervisors of
the CVA, unverified as to merit in accordance with SIP 9, were immediately paid, they would petition the
High Coutt to have JUST placed in Compulsory liguidation, Such conduct is reprehenstble and unethical

and in breach of all applicable codes of professional conduct,
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17. After the BRUMARK decision, in January 2006 KPMG, acting by EVERSHEDS (formerly solicitors to
JUST), finally applied to the High Court for directions fn the EDI Realisations matter asking to whom the

more than £500,000 remaining should be paid.

18, KPMG and EVERSHEDS made that application knowing they were withholding information relevant
to the Court in relation to the order they sought, with the intentlon of Perverting the course of Justice
contrary to the Rules of Court and the Perjury Act 1911, and for the putpose of covering up thefr prior
improper acts and gaining improper financial advantage by obtaining one of the most perverse costs orders
ever given by the High Court, EVERSHEDS and KPMG failed to tell the High Court, THINK and JUST
that in 2003 they had told EDI creditors that £356,000 was ring fenced for HMRC, and it therefore being
unarguable that HMRC should have been paid in full before making the application.

19, Since then KPMG and EVERSHEDS have claimed more than the entire £500,000 on as yet unassessed
fees for themselves, and KPMG have admitted taking more than £60,000 in fees for other administrations
(already ordered closed by the High Court) from the EDI estate contrary to all statutory and professional

obligations.

20, THINK, JUST and HMRC have sought to resolve the EDI matter with KPMG and EVERSHEDS by
agreement but have failed to do so because of what HMRC have stated by letter in November 2007 ate
claims for fees that “are, frankly, staggering ... we can see no justification for costs of this magnitade ...

HMRC are of the view that your costs should be assessed by the Court, as a matter of principle and public

interest” an opinton shared by THINK and JUST's liquidators.

21. EVERSHEDS sesponse in January 2008 was an admission that their and KPMG's fees are usually
reduced by upto 25% upon independent assessment by the High Coutt In any event. Such a statement
conflicts with the provisions of SIP 9 as to fees and expenses that may be claimed by Licensed Insolvency

Practitioners.

22. Following the Novernber 2007 discovery of the 2003 “ring fenced” statement, which neither THINK
nor JUST could have known about before, THINK has applied to the High Court for an order setting aside
all prior orders in the January 2006 KPMG/EVERSHEDS application and ordering that the entire sum be

pald into Court forthwith together with interest. A directions hearing is set for 20" May.

RELIEF SOUGHT

e INVESTIGATIONS
e PROSECUTIONS

e SANCTIONS

e RESTITUTION

e T e e e e

T
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IN THE HIGH COURT OF JUSTICE NO. OF 2002
IN THE MATTER OF THE INSOLVENCY ACT 1986
AND TN THE MATTILR OF

JUST GROUP PLC - IN ADMINISTRATION

REPORT of David Pau] Hudson, & periner fn the finn of Messes. Begbies Traynor, the Old Exchange, 234
Southehurch Kozd, Southend-ofr-8za, Bssex SS1 286, a Noenged Tnsolvepry Practitioner, and the Joint
Nominee pamed in the Proposal presented by the Administrators of Just Group Ple (“the Compeny”), utider
Sectlon 2 of the Insolvency Act 1986,

J fiava considered the proposals of the Adminisiratars for the fmplementation of @ Veluntary Amangement b
tespect of the Company.

IR The Administrators of the Company have submitted to ma:

L1 A Proposal for a Veluntary Arangement for the Corpany whith includes 41) the niaiters required
by Ruls 13(s) of the Insolvency Rules 1986 (“the Ruled") to be stabed therein. A copy of the
proposal is attached.

12 A Seatement of Affairs for the Company as at 15th June 2002 with supporting schedules, A copy
af the Statement of Affirs i3 attachied to the proposal, The Statement of Affairs and Schedules
fnelude all matters requirert by Rule 1.3(2} of the Rules 1o ba stated thersin

2, In reaching 1y epiaiay,  have taken info consideration the Following matters:

21 1 have reviewed fhie Company’s estimated Statement of Affuirs os at 124 June 2002, 1 have also
besn provided with « list of ereditors, including the Intand Revenue and VAT liabilltles, The
company was pjaced inte Administration on 9% Tanuary 2002 snd A, Graham and b, MoLoughlin
of KPMG wers appolnted Joint Adminigtratogs. | hiave relied upott informatlosn provided by the
Admintstrators and former members of the Company’s staff. I the time aveilable, 1 have not had
an eppoTivnity to exanine fu detail of verify the finuncial infocmetion upon which the Proposal
and Statement of Affairs e baged. However, Creditors® interasts ave safegunrded after the
commencemant of the Voluntary Atrangement, This is beceuse if if s digenverad in the course of
ihe Voluntary Arrangement, that the financlal information provided was misleading 1o Creditors I
& taterinl way, the Supervisor will apply to the Court {or a Winding Up Order it telation to the

Company.
22 It is proposed tiat sl assets of the Cempany will be excluded from the Voluntary Artangstiont,

other than the continued trading via the inteliectual Proparty Rights and Ljcence Rights, No
formal vatuation of these assets has been undertaken.

23 The Adminlsirators have co-oparated entirely it relatior to the information which [ have
requested.
2.4 The petformance of the Arrangernent doss depend npon the response of the secired creditor,

Roye) Bank of Scetland, wha told a fixed debanture conferring a fixed and floating chargs a3
seeutlty, 1 have spoken to a representative of the Denk who has advised me that the Bank is

willing to support ths proposal,
2.5 The spproval of this Arrangement will not depend upon th response of the preferentinl erediiors,

piven thels estimated oaims, Tnany event, should the Corapany bs placed infe lauidation, It i
unlikely that apy of the unsecured eretitors would receive a dividend from the Administralion o7

Liquidation,

[SDATAVEERSUULIAWSQRINZ 06252002 CVANominess Reportjustgronppte.doc
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JUST GROUP PLC

2,6 The approval of the Amangement will depend on the approval of the mafor Creditors, together
with the appraval of the Shavsholders, With representativoy of tha Shareholdets, 1 have sought to
canvass visws from s number of Credllors, A majocity of these Craditors have indicated that the
prospeet of recelving n dividend by way of a CVA is prefevable to the ilquidation of the
Company, given thet rio dividend wilt ba payable to the unsecured Creditors in a Liquidation,

27t tha event that the Arrangement i5 approved and Jrplementad succeasfully, ungecured Creditors
will raceive redeemalle losn notes equal to 40% of (beir olelm. Prefersnilal Creditors will be
paid fn fall, Iy the event that the Company is plecad inte liquidation, it fs unlikely that thers will
be p dividend for any otdinary shisecured Creditors,

3.8 [0 the event that the proposal is rejected, it is Tikely that the Administrators will zeck to dispose of
tie remaining assefs of tha Contpany. Tt iz unfikely that realisations wanld be sufficlent to enabla
a dividend to ordinary unsscured Crediors.

2.0 | have been advised by the Adminfstrators that a poetential preference has been identified in
respect of A paytent made by Just Group Plo on ot atound 6" August 2007, when contractualiy,
{his payment was ot die wnlll 17 October 2001, The Company was placed {nto sdministration
on S¥ January 2002, Tn the evept that the Voluntary Aiangement i3 secepted, tha Supervisors
woudd be tnabls to pursue this action,

3 Qpinion

3.1 1 agiee with the Administrators that a Voluntary Atvangement ks desleable and i1 the interest of
the Cteditors and Shareholders of the Company, Tam satlsfied that-

{a) from tha information whish as been provided 10 me, the Company's posilion as to assels
and labilities {y yot materialty different frowy that which s to be presented to the Creditors

and Shareholders,

(1 the Administrators’ proposals have a real prospset of being implemented in the way it is
reprasented.

32 There ls no mavifest ot prospectlys unavoidable unfairoess-

| am therefore of the oplnior that mestings of the Creditors and Members of the Campany should be convened
and held an the 2nd day of August 2002t 11.00am and 2.00 pm respectively.

. David Pau} Hudson

Dated ihis 17¢h day of Juno 20{2
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Just Group Ple.
Just Licensing Linuted
Jusi Entertainment Limited

Proposal for a Company Voluntary Arvangement

under Part ¥ of the Insolvency Act 1986

WA, the Adpeinistrators of the Tust Growp Plo, Just Lisensing imited apd Just Ruterteinmient Limbted propose a Volontary Awengsment wider

Section 1 of the Iusofvency Aot 1966 In satisfaction of the debls of these sompantes,

The Proposal consiets of elght pages and five Appendices a6 woll a3 threa slatements of affairs, Tor fe avoidance of doubt, any othat docupsents
SA0E 19 You With this Proposal by the Shersholder Action Group, or any offler paxsob, does ot form part of It and wa asvept 6o responsiblilly for the

"Unsesvred Credifors"

“The Voluniary Arcangenisnt”

Tl Solicitors

The Shereholders

conitent therenf.
1. DERINTFIONS

LU In this Voluntary Arangement proposl the follawing defingtions shall apply, vless tha context otherwise reguives:

“Tha Act” The Iisulvency Act 1986 end any statuiory modification ar ensctment thereof,

“The Bank" The Royal Bank of Seotfand Fle

"The New Company™ st Group Pla, Just Tdesnsing Litnited and Tust Bntertatnment Linrtted ~ all 3o Company Yaluntacy
Aycangerant.

“"The Credltgs” The Secured Ceeditory, the Preferentlal Creditors and the Unseoured Creditors.

“The Directory™ Tha Pireetors of the Group, detalls of wham ars st ot {n the Statatory Informetion i
“Appandiz 1" & (hese proposals

"Fized Date” Thie date {If any) of approval of this Velumary Atrengement,

“The Admitdstrators” AW, Grohage and ¥V, MeEoughlin of KEPMG,

“Ths Nominges" Toavid Pavl Hudson aud Jamie Teylor of Baghles Traynor,

“Preferential Creditors” Credilors to the Group whose dlalms as st the Foud Data ags Prefarential undec Sections 4
and 386 of the At

“The Rules™ The Inselvenoy Rulos 1986, as amended From Hme to tima,

“The Superisos™ David Paul Hudson and Jamle Teylor of any othet person for the tme béing duly appolnted Supesvisar
of this Voluntary Aczangement,

“Secured Creditors” The Bak, and those compaiies Usted In paragraph: 10.2,1 as having supplied assets w e Group on
the tegnig of hire, kirs purchiasa, lease or sitsllar agreements.

“Ciranp” Tust Group Pl and subsidiary compan/es.

Creditors of the New Company who wotld have been entitled to prove in a Liquidarton kad the New
Company gune into Creditors Voluntery Liguidation 21 the Fixed Date fucluding prospeative and
contingent Ceeditors oher than:

{i) Secured Creditors 1o the extent of thelr seourity;
(it} Proferantiel Creditors.

This Voluntary Amangement n it present form or with sny modification sade at the meatlugs of te
Sherehofders or Creditors of the Company swmmtoned under Section 3 of the Act.

Mischon de Reya who ars legal advisors to JAG,

The registered sheseholders Yost Group Ple,
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Tust Group Plo wag incorporated on the B Wovember 1999, aud on 1)th March 1994 acquired the whofs of the dssued share capilat
of Just Licenglog Lid, a oy dovetopment and lteenstng bmsiness which was founded in 1957,

The business historleally tiaded from Rakewell, Darbyshite.
During May 1974, Just Growp Flz was listed on the aliernative invesiment market, since when the Group hag expanded rapldiy.

239 Tovestment was madg during {990 to seours merchandising vights bn 2 TV proporiy entitled Jellikins/Jelibies. Thiy was the
Group's first eutertadyynsng })Pmpcrty which was followed by elzaiticant tnvagiments i Bug-Ugly Martians, VeDonalds Farm
and Finky and Perky. The [P rights of JelliidnsleUabies ate still pwied by Just Licensing Ltd. The IPrights of Butt Ugly
Marlaus ars co-owaed by Jyst Group Ple, Just Licensing Limiled and Just Enertaioment Lintited,

232 Dwiing 2000, the Grovp acquived two [onther busltesnes, Optical Tmage Lid, 2 tefevislan production, motion & past
produstion house and MedjaKey Pie, predominanly & creator and imblisher oF illusteated reference books and owaer of
ehildrei's Intelisetual Propseies, ineluding Wide Eve, a pre-schion] lsaming range.

]‘Ew d?x%egle?’lda of (o Group inarenssd substantially followiieg Aotation, particularly from the eid of 2000 with the sequisition of
dedigkey Ple,

Daring 2001, the Group lncusred significant sdditional costs asealated with the purchnse and refurbishment of a freeliold offiea tlogk
it Shepherds Bugh, London and the refurblehsuent oF its offtoes tn Bakewell, Darbyshire,

Emg_; in 2001, the Diteators becate awane of g signifieant eredivor backlog luberited by the Group faﬂoir.-lrég it acquigition of
Mediakey Ple. Consequently, thero was 2 need to ralss lurther caslt to sustatn the Group™s growth plans and to asslst with working

capitat,

Datays i 1o uplake of Butl-Ugly Martaus broadeast Hoences adversely aFected the love] of licensing and consumer praduct
revenues il the spring of 2000, resulting in forter shorttalls In, cash generation.

In the sunser of 2001, ¢ cease and desist Totter was received from Universat t tespect of the Tut-1gly Martlans propetty,
preventiog the faalisatlon of anumber of licenslng conlrpets, roqulting in Turther skimificant shorifalla I cash generation. This letler
Tvas [spued 29 2 Tepult of & dispuce concarning (e Dwnership of the xights, Thik disputs was Iater resclved.

Dutlng this perdod the Board of Direttors raviowed ity nceounting palicles for revenus teeognition of Jicensing income. Whilst its
pulicy of recognising pustanteed Heensing fncons i fold In ehe parlod i, which & contract was signed was acceptabls acounting
aractios, 1ho Board of Dlrectors ngreed 20 changs to 4 movs prodent policy and that te new golicy should be applisd to the April 200)
aceounts. The new polioy sppostianed (he guaranteed tevenue cveinly over tie perdod uf tie license, We un erstand from the
Dtrectars that nor refundable advances wers (o be inclwded o5 & crediter and released in lina with sepotiad coyalties,

The Clroup’s audibors repertad t the Ditectors, during the second half of 200 that the Group wavid require virea £7.5 milflon of
addlilenal funding to overcome the creditor pressuts that hed secwmulated,

Degpite the Ditschr's efforty to raiss addidonal funds by Juviting investrment fron: financial Imstitutions, sufflclent funding wos nel
generabed. .

By the eqd of 2001, tha Group hed utilised its vailable funding and the Director took legal advice which rasulted in the following
corapanies within the Group belng plaved tnto Administration on the Dtk Januaty 2002,

Just Group Ple.

Just Lirensing Limited

Tust Group Froperties Limleed o

Just Publishing Limitted (formerly Burghley Publivhing Liwmited)

Tust Enteriainmant Liraited

Newsstand Publicadons Limited

Ahbey Home Entertalnment Group Lixolied

Nonster Innoyations Crovp Linited

MediaKey Ple.

EDI Realisations Limtted (formerdy known as Marshall Bditions Limited) A
DEV Realisations Liited (formerly kaowh as Marshall Editions Developments Limited)
PBL Realisstions Limited (Formerly knowrn as Marshall Pulilishing Eimtted)
Marshall Tnformation Limjted

Marshall Tireed Lesming Lirmited

©arshall Medla Lirmfted

eMedisiay.com Lid

The pupose of the Administration wes to enable . more advayiagenus realisation of the Grovp's sssetd than would b effected tea
windlng vp and ot he Apsraval of a Volulary Astangerast nnder the Tnsolveney Act 1686,

213 Teis penposed that three of thu Group's companies enter inlo a Company Voluntary Atrasgement. The compantes s

24
213

Just Group Plo .
Just Entettainmoeot Litnited
Just Licenging Eimlted

Just Group Ple was the uitimate parent company mnd holding corapany of te Group,

Just Gronp Ple, Just Bnlertainynent Limited and Just Licensiog Livnited form the traditional core of the Just buginess owaing rights in
Bute-Ugly Mantians and Jelbkine/Tellabies mspectively,

CURRENT FINANCIAL POSITION -

31

Attached a2 ‘Appendix 27 is the estimated Statement of Affain subtiltied 1o the Adminisicators of Just Group P, Just Licensing
Limited and Just Entetainment Limled a5 at 27th Febroacy 2002.

21




3k

313

Auached as “Appendix 37 13 an Bstimated Statement of Affaits in respect of Tust CGronp Ple, Jost Licenst i t
Breentatnment Limited 55 at fst Juns 2002, g ronp PIe Just Licessing Liwited snd Jus

Teshould be noted that fllowing the submisston of the Ststement of Affaics to the Administrators, aesets lave bean sold end a review
of the entimated to realiss valties of assets fas been undertaken soeordiugly, Tha Statoment of AfFules differ signiflcamly.

PROPOSALE

41

4.2

43

4.4

4.5

4.6

EN

4.8

4.4

4.10

The Yoluntaty Arcangerent 2 proposed 43 n tieans of enabling Just Group Ple and Its two substdlarfss, Just Entertainment Limited
and Just Livenstng Lilnited to contingg to trade (he “New Compaty™). Contining t rade wil} enabls the New Corpany toi-

) Cnllect royylies from exlating signed conteacts;
b} Develop e Frenses that are beld; and
o) Seck new opponenities In the expanding children's enterelbment merket and mediz Indostey,

By contlnulng to freds it ks anticlpated that s grozter refyra will b:é)m\vidcd o Craditors nad Shateholders than would be available 1€
the thres companies weps ta exter into figuidation. It ts antleipatect that Jn the event of Hauldstion, thesa Iy little kelhood of 4
dividend i Unsecured Creditors.

The princlpal mssets of ths thrse companizs refate to the rghts In Butt-Ugly Mertlans and Jellables/Jelliking, Unlversal Swdlos hasa
sigaificant pwnershin shire of the flghts in Butt Ugly Maviizes and we undartand fron. the “Jost Action Group™ JAG — S
paragraph 4,3) that Universal Studios s prepated to suppatt the Pro ﬁasa.l for & Voluptary Amangement, Yo the cvent that funds were
realised from & s91¢ of the xights, they would be dus to the Baok urder the fevna of its secwclty. There would be Jitlle

lizelthood of & veturn Eo Creditors or Shaveholders From any gak.

Following the pranting of twe Adminfsteation Orders, a sharabotdsrs action group ‘Tust Actlon Qroup’ (TAG) was formad, We
understand from menbars of TAG that it way formed in order 10 geak to dpm;ewe value i the Group {or the Denefit of Crediors
and Shercholders, Ve understand that substantial fands have been ralsed by the Shareholders o ofder to assist Ju secvring the
aoteptaics of the Anangeraent and to provide working capital for the New Company. Thase funds woull not of coursa, be

avatlable fp ths event of & Hgoldation.

Xt i3 proposed thae all the Unsecured Creditors between tha thren eorpantes will ba hoated equally ag cesditors of the New Company.
Eech company I depetdent upon the other for support and services to saximiss the value of ite assets and Merefors it 15 equitable
that the cléims againat the companies Soukd be treated equally,

I considaration of e elabg agaitise tha New Companys it §s proposed that Just Ceoup Fle, will Issua tedesmeble Joan rotes, These
notes will be tssued a9 follows:-

) The 1a8n nites isswed by Just Group Pig. to s Creditory wjile:iliate to 40% of the agreed unseowred claims of reeditors of
Tust Group Plo, Just Licensing Eimited and Tust Entertaltonent Linlted.

(] Ths 1spayment of thess foarn notes will equate to 10% of the egreed Unseeursd <laims afier thras yaars, 10% after fijve
years and the balancs of 20% of the ngreed olain aftsr sevep yaars, The redemption date will be the respective annivergay
of ths acaspance of the Voluntaty Arangement. Atbarlwd aa “Append(x 4%, 18 2 Rurther explanation of the losn notes.

&) Tuterest will be pryable on (he redeemable toan ugies at arate of 3% por annum. T interest will be payeble annually In
arrears.
d) Creditors witl be given the appottunity to transfer the redsemabife foan notes into sheres in Just Grotp Ple. ducing (e seven

yerrs prior ta the final payment under the Jogn notes, Shares wilf be byued on the guarter date after the spplication {or
irpnsfer 20d $he shaee grive witl be cadeulated or the market value g3 o the querter dute,

Priok {0 the shazes being re-listed oo 4 recognized exchangs, the shacss will bs dzemed to have a value of 1.9p. The shares

will only become disposable on Hie same date atd in the same pro%arﬁona as the losn notes, 1§ a Creditor eleats to transfer
#t4 entirs Bokding of J0an notes to shares during ehe first thres years tan 25% can be disposed of batween yors thres and five,
50% baireaan years flva and seven and 100% aftes seven years, The commencamedt of e quatter date for the purposes ¢F

the wensfer of [oan notes will be Lst Apdl,

f The redemption of the final tranche of redesmiabie loat yotes wifl ba taken s full and finsl setdement of a Creditors” claim
ngalnst Tust Group e, Just Licenslng Limited vud Just Butedainment Limited.

2

The esttmated sherefall b the Bank after taking hito vonsideration assels Lo be realised and due bo e Baak upder its secuyity tolals
£2,15 willion. This figare intludes sn estimale of the amount required (o dischargs Administrators’ fees and the costa of e
Admintstration. The Bauk holds security over the agsets of the Grovp in the form of 2 debantuse compriging 4 fixed and Hoalng
charge. ‘There ars cross guarantess throughout fhe Group with supporting sscugity. The pringipal teinalning assats eelate 1o A fros

homﬁopeny and book debis.

Redeamabls Joen notes will be fssued to the conneated companfesfassociutes fn tespect of any claim that they may have against Just
Girup Ple, Just Lisensing Limited and Just Entertainment Lhnited, Tt will be fur the Supervisors o adjudleats any claisns submitted,

The claims of the Prefesential Creditors are estimated et £198,000. The agread preferential aleims will be met iy folf from fonds
cutrently held by Solleltans on behalf of Shatsheldars. Suftielztt fueds to mestthe sstimated Preferentiz] Claitns witl be passed

imimedlately to the Supervisat.

A Proposal that Gy Administrators’ fees could be drawn on 2 thire cost bagis was appsoved by the Creditors at die Sén_t:on 23
Tnsoiveney Act 19865 Meeting of Crediiors eld on 3rd April 2002, It is estimated that the Addvinistrators® time costs will totat £1.3m.
This lisbility bas been incloded in the shorifak to the Bank.

The shorifall t the Baak eud the Administration sill be gettled es Sollows:-

6} The sum of £1.3 miflivn will be paid ta the Admimtstators inmediately Following the agreemont of the Voluutay
Arrangemestit, The fitnds to meat this payment have bren ratsed by Shrreholders and ate beld by Solicitors on behalf of
Shrrehoiders. The funds will be used towards discharging the esdmated shortfali to the Bank,
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4.13

4135

406

5.2

3.3

53

)] A fugther £322,000, which hus been rajsed by Shareholders, will be hefd in escrow, Thess fuadds will bot bs utilised uett] the
validity of the Bank’s fixed changs an ook debis has baen ngreed. The condust of this matter will be determined solsly by
the Dank, but will be in a0y event setded not tiora than 24 months fiom the date of approval of the Arangement, Tn tia event
that the Bank's charge is aol vali§ these fizmds will ba passed b0 the Bank it reductlon of its Tlabidity. The lunds will bz
yettyned te the New Compary oaly tF the Bank’s fixed charge on book delits is velid and to fhe extent that there {4 no
ramaining shouifall to tha Bank, If such a shoretal) exists, the funds wil) be used first o discbarge aty remalning shortfall to

the Bank.

A second furdies Tetter frotn JAG 1o the Sherebholders ttas beeti issued Inviting further fonding. The funds reised as part of this
exeralse witl be used o4 follows:-

o} The firat £200000 will e paid to the Adminlstrators in reduction of any cemaining outstandiog Hatility (o the Back and
{he: Adrtnistration,

) Thae peat £700,000 will be pald to Tiger Aspect to ailow the New Company fo purchase the shareho]ding Tiger Aspect
tiolds in Target Distdbucott Limltsd, The propesed merger with Taiget Distribution Limited (s detwiled n pamgraph 5.2,

©) The next £364.000 will be reiained by the Mew Conpany a5 working capital,

¥} Tn the event that funds In oxeess of those detalled above atw raised from Sharefiolders, they will be utliised to extingish any
remaining sherit)l to the Bank and the Adiwinistoatlo. :

I the event that mors then £1,246,000 of additlona). funds are raieed from Yhateholders (following the fund raising excercise In 4,11
abovs) an or before 28th June 2002 md a shortfil to tha Bunk 21l exisgts, the firsk £126,000 of any femaining sbonfall 1o g Bank
will bz repald by the New Company 1o the Bank swhtbin six months of the date of approval of the Voluntacy Atrangement. The
repayment wilt be made tn six squa) monthly instelments on the last business day of eaclt month, The fiest Instakment vill bo. pald o
3t Tuly 2002, In the evont Hiat thers Js noy residial lisbitine to the Bank afier the above, the Bank will have the dlscrstion 1o tke
AN equity stake in the New Company ot opt for repayment of the remaining sherfall over & pacied {0 be negotiated betwaen the
Bank 2 #he Divectors of e Now Company. It slievld be noted that the Bank rotaing its security ¢ver all the remalning assats of e
Group uniil L7y repaid in full including interest secruing to the date of full repayment.

In the evest that less than £]1,246,000 of additional funds are rajsed frow Shareliolders on of befors Z8th Jure 2002 a renegotiation of
the terens n 4.12 abovs will be required, The Bank will have the discrstfon to tofie an equlty stake in the New Campaty and/for opt
forzepayment of the remalning shanifaf] pver s peylod to benegotiated hetween, the Bank and the Board of the Naiv Company. In the
ovent of aitler of the sforementloned vptivns befng excarcised by the Hank, and regadless of the tioe taken iy the BanX to &vlve st
Its deaision, this proposal will teroain valid and will nevertheless proaeed to voting sud approval by the Creditors and Shareholders
of Tugt Group Ple., Just Livensing Limited and Just Bntertalnsvent Limited, B should be noted thae the Bagk r=talns its sazurily over
e assefs of the Wew Company antl it s repoid in fall [eluding intstest aserulng to the date of full repayment.

Itds proposed it Fest Group Ple will assume the pro-Avvsugement ordipary unsecured Habilities of Fust Bntenafagien Limited and
Jugt Licenzing Limited, Loan notes will be jssued & {he Ynsecnted Creditors of Juxt Entertainment Litaited wud Just Licansing
Liwmited in refpect of thege liabilities which will equste to 40% of Unsesured Creditors' clalras in these companics.

It is proposed that Creditors with spacifial ights undst Hicense agresmonts will be treated 23 Unsecured Creditors aud secsive
redeciable loan notes under 4.9, However, the S{r:posed Board of Directors of the Now Colpany recpgnises that tbese creditors are
uf strategla brgonancs, without whose suppoit the Arvangeoent would not be possible, and e Directors will undertaks to
renggatiate thelr entitimuent oice the up to date roynity posltion bas besn quantificd. Wa wnderstaid frorn JAG that the suategia

creditors ixneludes-,

B Winchester Entertaimnent iy Tiebar Bassetl
it} Universal Studios Iv)  Mike Young Productions
1)) nepe

Frioe to the Group being placed fitke &dministeation 2 dispute argse With a finn of necountants regarding due diligence mideriaken in
snticipation by Just Group Fla of the asqulsition of MediaKey Ple, The Directors ipstructed solicitoss (0 teview 4 oldim by the Just
Ciroup Pk sgainst the acconmants for neglzence, The Supervisors will review the merits of this claim, Th the ¢vent that any claim
s sucoessful the fands recelved by the Now Company will go titsttowaids discharging any resbaining slionifall o the Bonk Thereaiter,
15% of the net procecds will bs uzed to fitance & dividend to Creditors in additlon to the redeeniable loan stgek, The maximum
distribution to Ureditors will equate to G':?F in the £ on the clabm agnesd by the Supeivisors, The balance will be retalnsd by the Wew
Company as working capital end in meeting Gre vosts of egreeing disputed Creditors® ¢Jgims,

FUTLRE TRADING

it {5 propased that 4 new Board of Directors will be incorporated. This will provide the Mew Compatiy with a new boerd to manage
i New Company’s scovitley and the ability 1o develnp the Heenses held, and geek new oppotiunities. A mesting of

Sharcholdeit has been converied for the pumposs oF ppointing 1 dew Board of Directors.

Tenns have betn agresd, conditional upon the nc:ce%jiamce of the Voluntary Asrangement at the Extoagrdigory Ceneni Meeting whish
s Dead convened {n respact of the Afrangament, for a merger selth 2 piivata company, Target Dlstibution Liwited, JAC belisves
that this company is a succossful apd profitabls buginess, sstablished four yeats ago. We undenstand from IAG that 1he Juerzsr win
provide Me r&ew Company svith alnost 1,600 hours of talevision prograoming and globsl licensing oppoiuittes, providing

the putentia] 1o crents substandal sdditional revelius for the New Company.

I¢ 5¢ proposed) that Following the satiséaction of the conditions in 7.1, the Company Voluntary Amangement will be completed.

Folowing the completion of the Arangemeat, e New Company will sesk advlea from ity nominated Brokens and Advisoss
separdlng the dming and other jssuss in order to seek & re-isting on & recopaised Stock Brchenge.

Any Greditors whose debts hava boen Tneusred by the New Company in the carvying on of fie buginess of the New Company afiet
the fixed dute, wiil be paid from the gupalag trade putside of the Volumtary Amahgeent,

Trepedintely foHlowing the Tixed Dater-

551  For the duration of the Yoluntaty Arrangemont ol sulyjzct o His provisions nfparagm%lh 1021, ng Creditors (save for the
Batk and the Suparvsors) shail have aty rénzedy sRelost the assels of the propetty of the Nesr Qompany 1ot shinll any suett
Cradiions proceed with or cotnmence mny demand, (egal procesding, execution, jadgement, distress o other step whatroever

against the New Company.
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6.
6.1

532  Croditors who have issued LeFal proceedings agelust the Tust Grew) Ple, Jost Licensing Liniied oz fust Entetlainment Linted
as al thg Plsed Date shall only He entitted to continue those procesdings far the parpase of establishing theit clajny
in the Yolontaty Acangemisat,

5.53  The New Compuny shall execote znd delivor o the Supervisora powets of atlomey in such form g3 the Supervisors require
frrevosably ppointing the Supervisors the atarneys of the New Company and o theit names and ott thelr behalf and fu thely
rets and deeds or otherwiss o seal and deliver and otheriwdse perfact any deed, Assuratice, agrement, insrument or right
swivich may be required o mey be desmed proper by tha Supervisors for sny of (e purposes of the Volintary Arangemienl,

Ths New Cornpuny shall provide the Supervisors with it munagement acagunis op 4 six monthly basts, togeshar with any
explanatory informatlon sehioh, the Supervisoss may regulrs. Tils willsnable the Supervisoss to fuenitor the pesformanco of the New
Company throughout the duration of the Yoluntary Amangement.

All outstanding Valite Added Tax and Corporatfon Tox retums are (o be setrdered witbin six menihs of the approval of the Yoluntaty
Arrangenent with all future returng 1o bo rendered and paid by the due date, Fo the event that outstanding retomy ata ant todged
within sks manths, tis Supecvlsors shall feviesy the position and may extend the peried o twelve monthy or eighleen maouths Lo, the
devafuation, of (i wrangeman, if spproprinta. The New Company recogaises that pubstayiial wotk will be requbred 19 reconcils the
Corporation T, posttion. Tu, e evatt (et the New Company {5 urabla lo agees the position in the Unescals defatled the
SupérvisorNew Company will segk forther s from the Iland Revenue.

Alltax Habilities not fncluded in tha Infand Ravenue's Hual olaim to the Sapetvisors a6 Creditors of the MNew Company ehall be paid
25 and whey Gey Il doa for payment.

THE SUPERVISORS
P NE 1 ) 3

The propoced Sugervisors ans David Hudson end Tamie Taylor of hisssra, Beghies Traynon The Old Bxehange, 234 Southehurch Road,
Southend-on-Sez, Pszex $5F 7EG. Both David Hudson and Jamie Taylar are Members of the Inspivency Practifioners Aggoclation sad a6

beth Eicensed Insolvency Fractitoners,

Ly

6.3

DUTIES AND POWERS QF THE SUPERVISORS

621 The Supervisors their servants or agents shall dneur uo personal Yability in connestion with the negetiation ox implementation
of theVolunitary Agtangsment or under any deeds insimments or documents entered iite pursuald {0 or Jn conneslion with it

8§22 In exercising theic powses, the Supervisors are dsemed to act af all times ay the New Compbny’s agents and without
prejudics o the gafierallty of the Faregoing the Mew Company ehall keep the Supervisors and cach of them {ndemnified on
domend sgatnst ail actions, claimy, pracsedings sud demands Brought of meda agajnst thesm or cither of them 1n respeet of
the candues of the business during e period of the Voluntary Atrangement and in respeot of alf sxparnses aud Jabilites
properly incuned by them in carrying out theit functions,

G623 'é‘he Supervisers bave all powers specified In Seheduls 4 of the Act ns If they were Adpinistrators of the New
otpany.

6.24  Any act 1o bs dons In conitecton wiih the Voluntary Arrangansient oay be done by any one of Hie Supsrvisors,

625 Apesson dealing with the Supsevison L gond faith and for volue i ot concained £ enquine whether the Supervisors e
acting with b thele powers

626  Should thls Arrangongert bo approved by the tequisits majesity of Creditors and Merbers, the Bupsrrisors shall within 28
days of the Fixed Date provide sil Creditom with 2 noties of elaim form.

627  The Snpervisors shell vonsider the claims of 2l porgons cligming to be Creditors of the Naw Compaay, For thy pueposé of
quatui(‘frin eulnts of Credibors, the rules in Part4, Chapter 9, Section B of the Rules skrall apply as If he New Company had
fone Into Creditors Voluntary Eiquidatiots on the Fured Dale. No Creditors shall be entited o challengs 4 deeision by the
Suprrvisors 1o adimit Gie claft of anothier Creditor unlesy they can prove bad faith on the part of the Supervisors. The
Supetvisors ahal) bava powet to compromise the clsii of aby Crediior at their discretion.

628 The Supervisors shall dizttibate the fitnds retained [ the Voluntary Asrengement In the foltowing ordet of prioliy-

6,281 (a) All Toes, costs, charges and sapenses of the Adroindsteation that have bash propeely inctired by {be
Adminlsteotors In cacrying out thedr duties.

(b} In prylng ot providing for Hie fess, costs, charges ard expenses of the Voluntary Arrangement inclading:-

i3 The Feas, costs and expenses of the Supervisors fixed by Teference o the tme properly spent by them
and their staft in atcnding t mattes islng in the Voluptary Asrangement; ol

$#) The costs and expenses of sny ngent or Soiivites appointed DY he Supesvisois to assint or advise in the
purformente of et dotles.

(o) The Newe Gompany whil within 2§ days from the fixed date and st 1he end of every catondac month thereafter
anstre thet sufficient finds are passed b the Suparvisor’s o mest these Nabilitias,

6,282 Tn paying she Preferential Creditors,

620  The SBupervisos shall maks inlial dlsirlbutions under paragraphs 6,2.8.2 33 sugn as reasonably practicabls after the Fised
Dinte. Any Prefesentis] Creditoss wha have not natifis the Supervisors of telr sinimg before a dividend §g paid, ut whosa
claims ate therestier scmltted by the Superdsors, shall be entitled to be paid vut of any money ot propelty of the New
Company In the Su{;ervlsora Tvaneds fe rr:.gwct of any dividend which tlie¥ bave fafled to racelve before that money or
pmgmy Js applled In ﬁaym&nt of fusture dividends, but such Preferentinl Creditors are got entiled to distudly dlstibutions
made befors they notifled (helr elain te the Suporvisors,

PUNCTIONS AN ADDITIONAL PORYERS OF THE SUPERYISCR

6.1 The Supsrvlsars will monitar the payment of conttibutions of funds eld by Selicktors on befwlf of $hareholders which are
payable under the tetins of the Voluntaty Atcangenient,

30




7

ith

They will have sueh access 10 the books and records of the New Company as thay may requite, ‘The Supervisors witl agres
Creditets claimy sud deal with all qgenes oft behalf af Creditors and make fhe appropriste digtibutions. It fs exprossly nated
fior the avoldatee of doubt {hat the Supervigors shall ot i any clrenmstances be possonally liable for any Hotiilties ineorred
in conqection with the contigued trading ¢f the Now Company.

632 Itds proposed 1 give the Supervisors e power to convene atd hold furttise mestings of Creditors and Sharsholders at any
time throughew the duration of the Veluntary Aerangement. Any dacision of resolutions paszed by those meetings should be
birding on'the Supervisors, the New Compahy and 211 Craditors.

0.3.3 A Meating of Craditors may ba eonvened at any time theoughout the durating of the Voluntary Arcangatnent on not fess dan
21 day notles in writiag by pest to Hie last buginess address known, o the Naw Compatiy ta consider, and if necessary to
vote o, matery of relevaiics to the Yoluntary Amzngedent hicinding, without limitaGion, the vatjation or termlnation thete
of, Such Créditors Hestings mg)’ Dt ¢alled at the request of tha Svgervisor, of one or mors Creditors wliose olaims it
Sggregats excead more than 259 of ths total cfsirys st e thne,

634 AtaCrediiors Meetng pursuant bo Clawse §.3.3 to considey & matter of relevance to, including & vatation in the s o
tstipination of the Voluntasy Arcangement, o majority in value of 75% calouluted by referencs (o the provisiuns of parsgraph
L7 of the Rules, present and vetliig in pesson or by proxy shall be required to approve stieh vaHation of terainakon.

033 The Supervisors will havs the power to conipel Creditos to Jodge With them tiejt plaim I (e proceedings bY servivg ypon
ey & natlos glving at least 21 days nodes of an Intention to {ssite the redesmable Joan, stock, I%imy Craditors should fil to
subuit their olahm boore expiry of fat thine then they may be exeloded from the distributlon, In the event that any of the
Cregitors olalms ans disputed, the Supervisors may sefect that elaim and Invite that Crediior to Issue Jegal proceedings against
the New Company whlcl will ultimacely declds the validity of such efzims, The legal costy of defending and sny Tosls
awarded agafost e Mew Oowpany are to bs paid ng an expense of ths Valuntery Arcangethent, 1§ within 28 days of such an
invlladen beug served ypon = Creditor no procsedings ars receivad, theh the Craditor may $i sacluded from 2l distibutions
by the fssue of & rotice by the Swpervisors on the {editor

COMPLETION OF THE VOLUNTARY AR GEMENT
71 The Voluntary Amangement shall finalfy ba completed when:-

i The Supervisors havs feesived all payrhents due from the New Company sud Shageliolders withow needlessly protemating the
Voluntaty Azrangement and have pald Peaferential Creditors i fll,

i} The sompany bas Issued tha redeemnable loan stoek fo Unsecured Creditors,
i Al fees, couts, chatges and expenses incurred by the Supervisors have leen sottled,
) Allfess, costs, chatses and expenses insuirad it the Aduminlstrotion have boes settled.

7.2 Qncethe luan Aoten have been redeemed and the approgdata distributiong made by the Supervisoes and dhe New Comgeny 104
Creditor that Credifor shall be deemed to have Jrravocably wajved and released the New Company from alt claims of that Creditor
and that Craditer shal} have o funher additional rights against the Mew Company I respect of Its elxits, other than tha redemption

of the loan notes fssued (o them.

73 Inthe event that the Mew Company is unable Lo redeem the Joan notoy, ey Creditor will have the right to pursita the New Company
for fa gmovnt dua 10 thern at the date of the Atcangament, Jess any funds recalved from the New Company In respect of that debt.

FAIL L i YOI AR

8.1  Inthe svent that the New Compasy fails to pay to the Admirlstrators the sharifall to the Bank apd the Administation il a¢cordance
with 4,10 and 4.1 withln seven deys of the date of spproval of the Arvangatment, the Arangement will e deemed to hava fafled.

#2  The Rupervisors, in their ahsolule diserstlon, will huve power to desm that the Voluntary Atragement hag fafled and getition fop the
winding vp of the Hew Company on the following grounds~

B2 Inthesvent it Uie funds deposited with the Supervisers (o reet preferentia] cloims are ingntficlent, the Mew Compaeyt will
hava Z8 days, orsuch louget period ae determined by the Supervisors, fran the date the New Company ts notified by the
Supervlgars of any deficiency. If funds are not received tameet the claims of the Preferential Creditars within that petlod, the

Arrangement will bs desmed to have fajled.
822 'The New Company fails fo Issue the tedeemnble lom: notes, gy requested by the Supervisor.

8.23  Pailur 10 co-operats with the Supsrvisors to provide informatlon requited under the terms of ths proposal o¢ requested [
conpection with the Mew Compeny's affajrs;

824  Fallace to comply with the requiremsnts of parrgraph (0.1
825 If the Bank sppoint a Receiver vnder the termz of ts security

8.3 The Amangenment will rlso bs deemed (o bave falled should sny post Voluntery Arsngemant Creditor successfully petidon for 4
Winding-vp Ouder zgainst the New Company.

DESIRABILITY OFA YOLUNTARY ARRANGEMENT

The prineipal reason why & Voluntary dmangement is desirabls and in the intepesie of the Craditos s Urat they can expect 0 tereive &
higher ratuen than they would reegive in Compulsary ot Voluntary Elquidation of Just Group Fle, Just Licapging Lirfted and/or Just

Entertanitnent Limited.

FATTERS REQUIRED BY RULE 1.3 OF THE RULES
; STATED OR OTHERWISE DILATT WITH TN THR PROPOIALS

101 THE NEW COMPANTYS ASSETS

The ussets of the New Company and (gl esticnated tealisable valuas pre shown in the Statements of Affaie alirched at “Appendix 3
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101, CHARGED ASSETS

102

100

10.7

10.8

168

The New Company’s liabillty to ita Seeured Creditors ara shows in the Statemant of Affaits at “Appendix 87,

The sscurity hald by the Sectred Credilers is detailed 2t “Appsadix 1,
1047 EXCLIDYIY ASSHTS Pt

With the exvaption of any fands which are payabls by the New Conpauy to the Supervisers il assets of
{he New Company avs to be axchidsd fror the Volontary Ammge.mr}%t, ’ i '

NEYW e THS
e Habilicles of the New Company are get ont i the Estimated Statement of Affelrs ot “Appendix 3",

1021 SECURED CREDIT(RS

It 73 anlicipaied thet whers 1he aggsts, subjest to soy charge in favour of Secured Croditors, ure requited firg the ohgoing trading
puroses of the New Compsny that tha New Company w1 maintain the payszends schedule@ wider fhe respentive ageeanents It
Shonid ba noted that the Bank retaing its secvrity in the form of 2 debenture dated, 18th Apri 2001 conferting = fixed and floating
charge over the assets of the Croup, This seentity will remain ] the abillty hag bean settlad in full including interest acansing {o
tha date of full TepryEnt

{0.2.2 PREFERENTIAL CREDITORS

Preferential Credjtors (a5 defined under Section 4 of 38 of the Acty wilt wacelve a dividend oulof furds betng paid to the Supervisuts.
Preferentie] Ceaditors will bs pald in fill.

10.23 UNSECURED CREDITORS

Unisectted Credifess will reasive redeemable loan notes i respect of Thel [ablkity. The valua of tha Josn notes will equmte to 40%
of the outstanding iability.

CONNECTED COMPANIES AND PARTIES
& Tist of connected shmproles end parties I attached ax “Appetidix 5°,
T “ 28 TS
The Bark holds an vnlimiied guarattes from the Geoup 1 respect v the indabtedness owed to it across the Greup,
N RYISE ; JTOTIDA

5234 Transnctions at an undeeralug
We ape not awsse of any such kangactions,

8,239 Preforetcns

A potential preference has boen identified jn respect of & payment made by Tust Guoup Ple of £68,750 on o

aroend Gth xngust.'mf)l when contractusily this paymient wag due on 15t Qutober 2001, Just Croup K16 wvas
taced into Adnyinisttation of 9tk Tanusry 2002, T the event fhst tha ‘\’oiun_tar%;mm.gauem i apcepled (he
ngervisors would bs tnable to pursue this setiot shd e Administeators wifl (herefore ghes consideraion to

plrsiing this alleged prefersnce.

8.244 Tixtortionate Credit Travssctions

We arc not awats of any such transactions.
5.245 Invalid Bloating Chiaxges .

We ara ot aware of any such charges having besn cegted.
PROPOSED DURATION OF THE YOLUNTARY ARRANGEMENT

Tha Voluntary Arrangetment is intended 4o eontiive for 1 year and & months or utlh-

1} 411 contributions payable to the Ad finlstrotors, the Pank and the Snper«;lsors pave been recelved and the appropriste
distclbusions snade by the Sbparvisots to the Prefezentlal Crediton.

A Al redeamiable loan notas have been fssued by the New Company to Unsecnzzd Creditors.
3y The Superyisors may alter Qe duration of the Voluntasy Asrasigamen: v their ebsoluts discetion 14 they conslder it
appropriate.
8 ITTON;
Distribntions are proposed 10 be made to the Creditors 25 indleated in pamgraph 6.2.9 above.
The Nothineas temunzration will bo et at & maximn of £36,000 plus VAT.
SIPERVISORS REMUNERATION

The Suparvisors remunecation 1s addressed in paragreph 6.2.8.10c).
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10,10 GUARANTEER

Mo guarantees are to be offered by Direstors or olher parsons olher than those-slready in exlslence.

101} EENES FOR [AYMENT, TQ CREAITORT

Funds beld fof the purpose of the Voustary Arngeniant aca to be lodged i & fecosnised Cleacyg Bank under the conuol of die
Supervisors, Punds held pending distaibution s7oUTd be investod by 1hé Supervisors on deposit or othenwlss with 2 Tecoghlsed
Cleating Baok under the control of the Supsrvisers.

10,12 FUNDS ONTERMINATION

Tt J5 peoposcd that ol guims reabised will be distibuted I 2ecordance with the texms of itie Volantary Acrangement. If, Townwer, npor
the termination of the Voluniary Arangement tha Supervisors setaln funds for Hie purpose of payaent te the Credltors and such funds
Tiawe not been <@ padtl, the Sugervisors will either retien ths fuods fo the New Copany or pursuant to Section 7(4) of the Act will
seak tie divections of fhe Court or petitiot 10 wind up the Nev Company o that the fndy cai) be Gealt wit by o Liguidator,

10,13 FYURYEER CREDTT FACILITIES

Tho New Company will oa nortan) teade (erms Incur credit from suppliers for the putpoks of caryhig on 1ts business under the
Voluttary Aratigement, The Mew Contpaty will tonptinne irading ![:)r sorde or i of the duration of the Voluntary Artangement
meeting lry day to da?' Tlebilitios sz and when they fall dus. In the svent that the New Coimpany falls to tmest its day 1o day [iabilities
a9 and whee they Fall due, the Supervisors will toth ths New Comlluany wf their intentton, o fall the amangement and the MNaw
Company Wil have 14 days in whick to respend 12 this totico prior lo the amangemant Wiz failed, Fellowing the expiny of his
fintice perlod the Supervisora il have the power o cofmence winding up proceedings sgeinst the Mew Company.

Slgned Dmted 17tk faae 2002

Joint Adninfstrator
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HM Revenue
/ & Customs

Zu Garner
Eversheds LLP
1 Royal 8tandard Plage

NOTTINGHAM

NG1 86FZ

Date 22M Novembar 2007
Qur Ref SLR 163148/PAJK
Your Ref

WITHOUT PREJURICE SAYE AS TO COSTS
PART 36 OFFER

Rear Slre
EB| Reallsatlons Limited ("ED) (ln Administration)

| refer to previoue our correspondance In relatien to this matter, Following a raview of the
information relating to costs recently provided, we ars now in a posiflon to sat out formally
our views on the position reached regarding the trust funds held by your olient in the

Administration of ED] {*the Funda"),

In summary, we ars exirsmely concerned about the way In which this whole matler has
heen handled. It eppears to us that following the CVA (al & time whan sacured liabilitles to
the bank had been discharged), the Joint Administrators of EDI were halding a sum In
excesa of £524,000 in kust moniss. We aftach & summary analysls of the Joint
Administrators' Receipls and Payments, which shows that at Januvary 2005, when the
ownership of the Fund was the only outstanding issus In the Adminlstration, they were

holding the sum af £581,488.50.

In raalily there can have been vary [ittle room for doubt as to who was entitied o the Funds:
il was Inaviiably one or both of Her Majesty's Revenue & Gustoms {*HMRCY) and
Newsoreen Media Group Ple ("Newscreen™y, the original source of the monles In guestion,
Indaad, the Joint Adminlsirators’ Reports to Creditors consistently expressad the view that
the Funds shouid bes applled to settle the claims of the preferential creditors. |f they had
acted in accordance with that ballef, HMRE would have recelved lis preferential clair in full

Scllciter's Office
Room 88

Fast Wing

Somersat House
London

WOC2R LB

Tel 0207438 6747
Fax 02074386246

Emall Paul Krallng@hmre.gs! gov.uk

W G .gov.uk

DX 148765 LONDON
(Sormerset Housa}

Information ts availahle in large prind, audio taps and Braille farmats.

Type Talk service prefix number — 18001
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and there would have been soma £200,000 to return to Newescreen as well ag adequata
furids o covar the cost of efpsing the Adminlsteation, {This (8 reflecied in the agreement
which HMRC raached with Nawacreen, wheraby it was agreed to divide what remained of
the Funds in the proportions 80:40, which broadly squatee to HMRG's original clalm of
£324 000 aut of trust mondss of £524,000.)

The mannar in which the Jolnt Adminlatrators chose to deal with the ane remalning fssue in
relation to ownership of frust monles is also of concern, I is not easy fo underatand why
they did not simply pay the Funds Into Court and aflow inferested parties to make
rapresantations If they choze to do so. Instead, we are told that your clients have insurred
coats of almost £500,000 is order {0 have determined an issue In whose cuteome your
gllentz had no flnanckal interest and which, frankly, could have been resofved in & far more
siraightforward manner. 1t ssema to ua that the matheol chosen has lad to far graater costs
belg ncurred than was necessary, and that trust monles have been expended in dealing
with other niafters unrelated fo the gquestion of ownership of the Funds, such as criicism of
the Joint Adminigirators by Mr Jones and Mr Hardy E‘l relation fo thelr conduct of the
Administration, In this regard, it is helpful to remind oneself that as your clients’ counael put
it &t the hearing on 18.12,08: “The Court has already made i plain that the guastion in this
application |s & narrew one, namely who s entitled fo these funds. If Mr Jones, Mr Hardy, or
apyone else genufnaly believes that as a maller of substance and law the Inselvency
praciitionars, which | ropresent today, haye acted i breach of duly in the administation of
the estata of ED1 Realisations, then of courge it is up to them to bring proceedings fo that
effact, But in relation to thess procesdings it must be noted that the allegations need to
centre o the funds.” In reality, howsver, HMRC conaldere that the [avsl of costs Incurrad Is
primarly atirlbitable to matters such as the “allegations of false accotnting, deception,
consplracy and fraud” on the par of the Joint Admiristrators to which refarence Is made In
paragraph 3.5 of My Graham's third witness statement and the conduct of Newscreen’s
former directors, rathar than the limited issue concerning heneficlal ownership of the Funds.

You have ravently Informed us that of the sum of £581,488,50 which was held hy the Joint
Administraters at January 2005, there now remalns less than £100,800, You have also gone
$0 far as to state that thsse remalning monles could e ahsorhed In the costs assessament
process, with tha conssquence that there will be no monles available for distribution o the

parties entltled.

We can sea no justification for costa of this magnitude, when you and your cllents have
known throughout that you were dealing with frust monles.

We have discussed these matiers with the other pariles entitled to the Funds and confirm
that they and HMRG are of the view your costs should be assessed by the Court, as &
mattar of principle and public interest. You should be awars that HMRC will be vigoreusly
challenging your entire approach In relation to the handling of this issue as well as specific

iterns of costs [ncurrad,

We have also briefly reviewed the Informatlon provided by you and are concotned by the
following matters in particular:

» The high level of internal meefings, correspondence and censlderation espacially by
Evarsheds LLP (“Eversheds”). There Js no indlcation that any of this was of any
valle to the haneficiarles of the Funds,

Information is avaiiahle In large print, audio tape and Brallle formats.
Type Talk service prefix number — 18001
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¢ The number of staff involved by Eversheds n relation to this issue and the fact that
the total faes excead £333,000 to date in refation to what cah only be regarded as a

fairly sfmple ¢laim.

o The fees taken by KPMG LLP (“"KPMG"} (some £60,000 to Aprll 2007) In talation (50
we assume) 1o the Adminisirations of other group companiss, when thoss
Administrationa wera closed I April 2004, prior to your elients” appiication being

sauad,

An analysfe of the costs Inourred by KPM@ and Eversheds in ling with the &-monthly
Reports to Creditors of EDI [s enclosed harewith,  The amounts spent are, frankly,
staggering glven the imited rolé which you and your clients ought fo have played.

Howaver, In ordar to try to avold furthar Courl proceadings and to try 1o bring this mattar to a
swift resolution HMRG is prepared to maka the following propesals In setflement of your and

your slients’ clalms;

‘ £00D £000
Initial frust fund 524
Add interest accrued (from January 2008 at, say, 3.5% at
per annum}
575
Reasonabla costs of determining ewnership of trust moniss
Evarshads (B&)
KPMG (50)
Coungel ' {20)
{125)
450
Reasonable costs of olosing Administration (KFPMG)* (25)
Baftlement offer 425

41t should alse be notad that at January 2008 thars were significant funds of someg £80,000

to £70,000 avallable over ahd above fhe Funds {Le. frust monies) In the Adminlstration,
which would have been available for this purposae i the Adminlstration had been closed

promptly in 2004,

No deduction should have basn made from the capital sum In respect of fees without the
permigsion of the Court, and accardingly intereat at 3,5% per annum should run throughout
on the full capital sum, :

Accordingly, HMRG is prepared to seftle on the basls that the sum of £426,000 is agread to
ba the amount how avallable for distrhution Please aand 30% of this amount to HWRC and

A4 to Newsoraeen,

Thiz offer |2 intended to have the consequences specified In CPR Part 36, Please note that
if the offar is accapted within 21 days then HMRC will be entiiad to the costs of these
nroceedings up 1o the date on which nefice of accsptance is served on us. This offer relates

to the whole of your costs In this case.

Information is available in large print, audic tape and Braille formats.
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We laok forward tu hearing from you,

Yours faithfully

Paul A J Krelling

Information Is available I large print, audio tape and Braille formats,
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Mr # Hardy Date 17 Janvaky 2008

3 5t Mary's Sguare Your ref
Bury St Edmunds (Que ref  WOOGDMN/ 1457 20-000001
IR33 2Al : Ditect dlal 0845 467 7

Direct fax (845 497 7477
markwood@avershets.com

By email: thinkple@aoyaif.com
WITHOUT PREJIUDICE SAVE AS TO CHSTS

Dear Mr Hardy
EDY Realisations Limlted (in Administration) ("the Company™)

In #ccardance with the sealed Crders dated 27th July 2007 and 2 January 2008 made In
this matter, we now write In an attempt o raach settlement of the Applicants’
remunaration, costs and expanses, As you are aware, we have untll 28 January 2008 ta
agrea the sames befora ¢ontinuing to & costy asgassment.

This letter contains an offer to the Respondenis of an amount that the Applicants, as
agents of the Campany, are willing to muake avallabie In full and fingl settlement of 4l

clalma,

A slmiflar letter hes bean forwardad to all other Raspandents In thig actlan.

Background
In providing this offer, we woull comment as follows:-

Tha Court has conflrmed that the Jofnt Adminlstrators’ remunaratlon, costs and axpenses
of and Incidental to thelr lnvastigation of the ownatship of tha Funds, to inciude the costs
of and Incldental to the application, ba pald out of the Funds., The only issue which Is
now subject ta the settlement nagatlations s tharefare the level of the Adminlstrators’
ramuneration, costs and expensas of anpd Incldental to thelr Invastigation of the
awnarzh|p of the Funds, Iheluding the costs of and incldental to the applleation,

The costs that have been incutred by the Administrators and thelr advisers in dealing
with this matter have been Incraased signiftcantly by some of tha Respondents’ actions,
the mennar in which they have responded to the application and thalr inakility to agree B
preportlonal split of the Funds at an earller date. In particular, we would state as

follows:-

'E)] the Respondents failed to agree to Alternative Dispute Resolutlon (ADR”) when
thls was suggestad by Ragistrar Simmonds at the hearing on 15 May 2008 (Ines

15 to 26 of page 11 of the transcript of the hesring} and by suggastion by the

" Adminlstrator’s sollicltors In correspondence dated 30 Juna 2008 and 11 July

2008;
Eversheds LLP ‘Tal DR4H 497 8797 - 2k aallmn:\iliablit\fp Hnerthlp, repliterd 1
1 Rovyal Standard Place Fax DB45 407 7477 # rcﬁsl;?i;ﬁlg'fnﬁ?laumg;ﬁ%&-%q fﬁ;i
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Page 2

1)) the Respondents falled o submit avidence as to why they clalmad they ware
entitled to the Funds as directed Ly Reglstrar Stmmongs ¢n 15 May 2006;

(i}  aithough the Respondents ware ¢laiming entitlernent to the Funds, they did not
appear to hold evidence which could be of assistance to the Courd in detarmining
whora the Funds should be paid. In this regard, we refer to patagraphs 3 fo 7
of the Second Withess Statament of Allan Grahar;

(v)  the Respondents only submitted evidence as to why they hallaved they ware
entitlad to the Funds when the Administraters applied to the Court on 9 October

2006;

(v}  the Respendents did not agree until Iuly of 2007 as to who was entitied to the
Fupds and [n what proportions. Tha conbradictary arguments put forward by the
Respondents are summarised In Allan Graham's Witness Statements and, I
particular, at paragraph 35 of Allan Graham's Fourth Witness Statemant;

(vl)  further substantial corraspondence has been necessary due o allegstions mads
by tha Third Reespondent and Fowrth Respondant, which are more fully
particularised at paragraphs 47 to 49 of Allan Graham's Fourth Withass Statement
and paragraph 5 and 6 of Allan Graham’s Sacond Witness Statement;

(vii) the Respongents’ actions also rasulted Ih the furthar application made by tha
Administrators on 15 November 2007; and

(vii) the Administrators and their advisers have responded as fully aa possible in the
circumstances to the relevant poinis ralsed and Information reguested by the
Respondents, Agaln, however, this has had the effect of further Increesing the

costs In thig matlen

The Administrators comsider they have acted properly throughout,  They sought
dlrections from the Courk given the competing Intarests In tha Funds and the Court has
found that the Applicants’ ramunaration, costs and expenses ara rightfully drawn from
the Funds held. As such, the Administrators consider that they are entitled to the ful)
extant of tha remunaration, costs and expenses Incurred In this matter.

We have considered the recent correspondence with our client provided by tha raspactiva
Respondents and there is nothing contained within those Jetters that would lead us to
conclude that our cllant [s not entitled to their rapmuneration, coste and gxpenses to date.

The Administrators are therefora fully prepared to continua with the directions provided
hy the Coutt and procesd to a datalled costs assessmant and to ablda by the Courts

declalon on the appropriate level of faes In this matter, If this Is nacessary.

Pravious Offerg

By emall dated 29 October 2007, our clients mada a best and flnal offer to settle this
matter which was avaflable for acceptance untll 5.30 pnt an 2 Navermber 2007, This offer
was in tha sum of £150,000. The Respondents rajectad this offer and made & courtter
offer in the sum of E425,000 by letter dated 22 Navembar 2007, Thils was rejected by

the Administrators In a lettar dated 11 December 2007,

RGT EOO1NLS771940 \Davigsal
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affar

As you ara aware, further ramunaratlon, costs snd expenses have been Incurred by the
Administeators in dealing with this matter since the offer was made on 29 Detaber 2007.
In particular, tha Administrators and Eversheds have been fnvolvad In tha praparation of
two Biliz of Coals as weall as the Fourth Withess Statement of Allan Grahant and dealing

with corraspotidatice fram tha Respendents,

The Administrators ave entitled to be pald thalr remuneration, casts and expensas in
Inveatigating the cwnearship of tha Funds and of the assessment procesa frorm the Funds.
In addition, tha Administrators are entitled to thelr remuneration and expenses propetly
incurred as deflned by section 19(4) of the Insolvency Ack 1986,

Although the Admiinistrators consider that they are entitlad fa thelr remuneration, costs
and expenses of dasling with this matier in full, in the intareats of reaching a final
settlemant In this ratter, they are wlliing to take & frank and pragmatic approach,

As you may be aware, pariies to costs sssessment proceadings raraly obtain full racovery
for their fees. They can typlcally expect to receive, where the standard basfs 1s
appllcable, a reduction of somewhere batween 0-25%, and whare the indemnity hasis is
applicable, a reduction of somawbere betwesn 0-10%, For the purposes only of these
settlemant nagaotiations the Administrators and Evershads are willing to assume that they
would face reductions at the higher ends of these scales: a reduction of 25% in respect
of the Joint Adminlatrators’ fees (£81,000) since thay are subfect to sasassment on the
standard hasis; and a reductlon of 10% in respect of Eversheds’ costs (£395,735) which
are subject to assessment on gn Indemnlty basls. Wa emphastsa that these assumptions
are for tha purposes of negotietlon only, and at any costs assessment proceedings,
recavery [n full of both the Administrators fees and Evarsheds costs would be vigorously

aought,

Op tha basls of Ehese assumptions, the maximum anmount which we estimate would be
avallable te the Respendents, If a cost assessmant were to take place, is £71,856, A
breakdown of the calculation of this figure 15 sat out at Appendix I te this [etter, We
have assumed that an assessment procass would precesd smoothly, It ts of coursa salf-
evident to all concerned, that tha amount would be much less If the assessmant process

became protracted.

We would remind the Raspondents of the comments made by Registrar Nichells at the
hearing on 17 July 2007 that, If an agreement cannot be reached then in all Hkelihood
there will be no Funds avallable at the end of thls metter and that the Qrder dateg 17
July 2007 providas for the legal costs I this matter te ba assasséad on an tndemnity

basis.

In the interests of settling thiz matter, the Administrators and Eversheds are prepared to
offer a significant reduction in thelr faes in order te make avallable ko the Respondents a
satifamant sum of £105,000, This offer s In full and final setttament of all claims
betwean the Adminisirators, Evarshedas, HM Revenua & Customs, Newscrean Media

Group Ple, Matk Hardy and Think Entertainment Ple,
In view of tha much Tesser sum which would be avallable were a costs assesstrank (o

taka place (on the besis set out ahove), this offer represents 8 mora favourabla oUtconta
to tha Respondents. Wa look forward ta racelving Raspendants’ rasponses to thia offer,

A4 TANMVI YAV R et
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Appandix 1

Itam _ Amount
Approxlmate Funds held ag at 17lannary 2008 : 151,833.00

Less outstanding legal work In prograss 60,000.00
Balancea . - B1,833.00

Legs QCosts of assassmant
Lagal fass ' 20,000.06
Assasgor's fags 20,000.60
Jolik Administrators’ fees 10,060.00
Colngel’s foes 15,000.00
Total costs of agsessment ] 63,000,060

Balance 26,843.00

Plus Estimated Maximum Potential Abatements

Jolnt Administrators (25% of £81,000) 20,250.00

Lagal faen (10% of £385,735) 39,573.00
Total Estimated MaxImum Potentinl Abatements %5 823,00

86,656.00

Balance

Lega costa to exit adminlsiraiion
Legal faes 7,500,000
Joint Adminlstrators' feas 7,500.00
Total costs fo axit adminlstration 15,000.00

Maximum estimated amount availabie to raspondents £71,656.00
poskt assessment _—
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IN THE HIGH COURT OF JUSTICE NO 146 OF 2002

CHANCERY DIVISION

COMPANIES COURT

20 May 2008
Mr Registrar Simmonds
IN THE MATTER OF EDI REALISATION LIMITED (IN ADMINISTRATION)
AND IN THE MATTER OF THE INSOLVENCY ACT 1986
BETWEEN:
(1) MICHAEL VINCENT McLOUGHLIN
(2) ALLAN WATSON GRAHAM
(in their capacity as joint administrators of the above named company)
Applicants
-AND-
(1) HM REVENUE & CUSTOMS
(2) NEWSCREEN MEDIA GROUP PLC (in liquidation)
(3) THINK ENTERTAINMENT PLC
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SKELETON ARGUMENT ON BEHALF OF THE APPLICANTS

Pre-reading (t/e 30 mins)

1. If time permits, the Court is invited to read:



a. this skeleton argument;

b. the application of the Third Respondent (“Think™) and the witness statement of
Mr Hardy;

c. the second witness statement of Mark Wood; and

d. the order 17 July 2007.

Introduction

2. This skeleton argument is filed on behalf of Allan Graham and Michael McLouglin (“the
Joint Administrators”), the joint administrators of EDI Realisation Limited (‘“the
Company”) in opposition to the application of Think dated 27 February 2008 which
seeks an order that all prior orders of the Court in this matter be set aside and that the
matter be referred to a Costs Judge. In summary, there is no substance to any of the

allegations made by the Third Respondent and the application should be dismissed.

Background

3. On 9 January 2002, administration orders were made in relation to the Company and 15
related companies (together “the Group”) by Mr Justice Lawrence Collins.  The Joint
Administrators were also appointed as the administrators of the other companies in the
Group. The companies placed into administration included the Company’s parent

company, Newscreen Media Group plc (formerly Just Group plc) (“Newscreen”).

4. On 17 June 2002, company voluntary arrangements were proposed by the Joint
Administrators in their capacity as joint administrators of Newscreen and two of the

other companies within the Group (“the CVAs”).

5. On 2 August 2002, the creditors of each of Newscreen, Licensing and Entertainment
approved the CVA proposals, appointing David Hudson and Jamie Taylor of Begbies
Traynor as Supervisors of the CVAs.



6. Following the approval of its CVA, Newscreen made two payments to the Company in
the sums of £356,000 and £168,000. The proceeds of these payments are held in account
numbers 12656453 and 12656461 at National Westminster Bank plc, 1 Granby Street,

Leicester (“the Funds”).

7. On 21 May 2004, Newscreen entered into members’ voluntary liquidation. The Joint
Liquidators were authorised to enter into a reconstruction agreement pursuant to section
110 of the Insolvency Act 1986 (“the Act”). On 21 June 2004, pursuant to the agreement
under section 110 of the Act, the entirety of Newscreen’s assets were transferred to the
Third Respondent (“Think”) in consideration of the issue of shares in Think to the

shareholders of Newscreen.

8. On 8 May 2005, Newscreen entered into creditors’ voluntary liquidation.

9. The Joint Administrators were advised that the Funds represented trust monies which did
not form part of the general assets of the Company. Accordingly, the Joint
Administrators applied to the Court for directions as to the party or parties who are
entitled to the Funds and as to the respective share to which each such party is entitled.

Each of the Respondents asserted an entitlement to the Funds.

Previous hearings of the application

20 March 2006

10. On 20 March 2006, Chief Registrar Baister determined the parties who should be joined

as Respondents to the application.

11. Chief Registrar Baister also ordered that the Joint Administrators’ remuneration, costs
and expenses of and incidental to their investigation of the ownership of the Funds, to

include the costs of and incidental to this application, be paid out of the Funds'.

! Chief Registrar Baister relied on the decision of the Court in Re Berkeley Applegate (Investment
Consultants) Ltd (No.2) (1988) 4 BCC 279 as establishing that there was jurisdiction to make such an order.



15 May 2006

12.

13

14.

15.

The matter came before Mr Registrar Simmonds on 15 May 2006. The hearing was
attended by Counsel for the Joint Administrators, Counsel for the liquidator of

Newscreen, Mr Hardy on behalf of Think, and Mr Jones in person.

. Counsel for Newscreen stated that the liquidator was without funding and applied

without notice for an order that the costs and expenses of and incidental to his
involvement in the application be paid out of the Funds. Mr Registrar Simmonds
doubted that he had jurisdiction to make such an order. The learned Registrar invited
Newscreen to make an application to the Judge forthwith in the event that it wished to

pursue an application for such relief. No such application was made by Newscreen.

Mr Hardy and Mr Jones sought to raise various matters extraneous to the application at
the hearing.  This included bald allegations of misconduct against the Joint
Administrators. The learned Registrar indicated that the Court was only concerned with
matters relevant to the entitlement to the Funds and that any such issues did not arise for
consideration on the application and that separate applications should be issued by Think

and Mr Jones if they wanted to pursue such allegations

Mr Registrar Simmonds gave directions for the filing and service of evidence by the
Respondents by 4:30pm on 16 July 2006. The Respondents failed to serve and file
evidence as ordered. None of the Respondents applied for an extension to the timetable.

On 14 December 2006, Newscreen filed and served the witness statement of Mr Twizell.

18 December 2006

16.

The application then came before Registrar Derrett on 18 December 2006. The hearing
was attended by Counsel for the Joint Administrators, Mr Krelling of HMRC, the
solicitor for the liquidator of Newscreen, Mr Hardy on behalf of Think, and Mr Jones in

person.



17.

18.

The learned Registrar gave directions for the filing of evidence and consequential

directions to take the matter through to a final hearing.

Once again, Mr Hardy and Mr Jones sought to raise various matters extraneous to the
application at the hearing, including bald allegations of misconduct against the Joint
Administrators. The learned Registrar indicated that the Court was only concerned with
matters relevant to the entitlement to the Funds and that any such issues did not arise for
consideration on the application and that separate applications should be issued by Think
and Mr Jones if they wanted to pursue such allegations. Indeed, the learned Registrar
advised Mr Jones and Mr Hardy that their approach to the litigation as characterised by
the wide ranging allegations made in hundreds of pages of correspondence was
unfortunate and that “obviously you should confine yourself in respect of this application
to the matters which are relevant to this application because ultimately it will simply be

dissipating funds”.

17 July 2007

19.

20.

The effective hearing of the application took place before Mr Registrar Nicholls on 17
July 2007. Immediately prior to the hearing, HMRC and Newscreen reached an
agreement pursuant to which, following the deduction of the remuneration, costs and
expenses of the Joint Administrators, the remainder of the Funds are to be paid 60% to
HMRC and 40% to Newscreen. In turn, Think and Newscreen reached an agreement in
relation to the subdivision of the 40% which Newscreen is to receive. The Court is

invited to read the minute of order at pp1-5 of MJW3.

Mr Registrar Nicholls ordered that the remuneration, costs and expenses of the
investigation into the ownership of the Funds should be the subject of a detailed
assessment by an assessor if not agreed. Furthermore, the learned Registrar
recommended that Mr Horrocks be appointed as the assessor for the purpose of the
assessment exercise and, at paragraph 4 of the order, made provision for the appointment
of an assessor and the preparation of his report in the event that the parties could not

reach an agreement on the level of the remuneration, costs and expenses.



21.

22.

As detailed at paragraph 4 of the second witness statement of Mark Wood, the parties
extended the timetable in the order whilst seeking to reach agreement on the level of
remuneration, costs and expenses of the Joint Administrators. Unfortunately, it has not
proved possible to reach agreement. Accordingly, the matter now needs to be placed

before an assessor.

By letter dated 15 May 2008. Mr Horrocks indicated that he would be prepared to be
appointed as the assessor. The Court is therefore invited to appoint Mr Horrocks to
conduct the assessment which is required to be performed by an assessor under the terms

of order of Mr Registrar Nicholls.

The application of Think

23.

24.

The application of Think has no merit as:

a. the question of entitlement to the Funds has been the subject of detailed
consideration by the Court in these proceedings, culminating in the order of Mr

Registrar Nicholls on 17 May 2007,

b. pursuant to the terms of the order of Mr Registrar Nicholls, the remuneration,
costs and expenses of the Joint Administrators are to go before an assessor and

not a Costs Judge; and

c. this relief is entirely appropriate as a Costs Judge does not have the same
experience in the assessment of the remuneration of insolvency practitioners,

whereas Mr Horrocks is experienced in the assessment of such remuneration.

Mr Hardy of Think has sent a large volume of correspondence to the solicitors to the
Joint Administrators over the course of this application (it runs to many hundreds of
pages). This correspondence has included serious allegations of misconduct which have

been made without the provision of any or any sufficient particulars.



25. The conduct of the Mr Hardy has placed a huge costs burden on the Joint Administrators.
While bald assertions of misconduct and fraud are inexpensive to make, it is very time
consuming and expensive to respond to such allegations. The need to respond to these

allegations has significantly reduced the level of the Funds.

26. It should be noted, as set out above, that on the previous hearings of the application, the
Registrar has expressly disapproved of the litigation tactics adopted by Mr Hardy.
Ultimately, these matters will need to be considered in the context of any assessment of
the costs of and incidental to the application. However, it is important that the Court
appreciates the huge burden which has been placed on the Joint Administrators as a

result of the conduct of Mr Hardy.

Conclusion

27. The Court is requested to:

a. dismiss the application of Think; and

b. order the appointment of Mr Horrock as an assessor pursuant to paragraph 4 of

the order of Mr Registrar Nicholls.

19 May 2008

David Allison
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