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Role of Administrator

Dear Eli
I set out below a note replying to the queries raised by your accountant. I
trust this answers most of the questions but if you have any further questions
please do not hesitate to revert to me.
What does the administrator do?
On appointment, an administrator must take all the company's property into his
custody or control.
An administrator has wide-reaching powers. He can do anything "necessary or
expedient for the management of the affairs, business and property of the
company".
The administrator can, as the company's agent, cause the company to contract
with third parties. Sums due under such contracts are paid in priority to the
administrator's fees and expenses, and distributions to floating charge
holders and unsecured creditors.
An administrator has a duty to perform his functions:
As quickly and efficiently as is reasonably practicable.
With regard to the interests of the creditors as a whole.
What does administration mean for a director of a company?
When a company goes into administration, the directors' powers are curtailed.
A director cannot exercise any management power that could interfere with the
exercise of the administrator's powers without prior consent from the
administrator. If the company ultimately comes out of administration and
resumes trading, the directors regain their full powers.
Any officer of the company (or other person defined in the Insolvency
Regulation) may be required to provide a statement of affairs, including
details of the company's assets, liabilities and creditors. It is an offence
not to comply with this requirement
Ending administration
Automatic end of administration
An administrator's appointment automatically ceases to have effect at the end
of a 12-month period. This can be extended:
Any number of times, by court order for a period determined by the court.
Once and prior to any court extension, for a period of up to six months with

the "consent" of the company's creditors. What constitutes the consent of the
company's creditors varies according to whether there is a prospect of a
dividend to unsecured creditors.
If there is any uncertainty as to how long the administration is likely to
take, the administrator should obtain a court order to extend the period of
administration.
No extension may be made after the administration has ended.
Court ending administration on application of administrator or creditor
The administrator can apply to court to end the administration. If any of the
following circumstances exists, he must do so:
The purpose of the administration cannot be achieved.
He or she thinks that the administration should not have been entered into.
A creditors' meeting requires an application to court.
Following on from the decision in Re Graham and Philpott [2007] EWHC 3272
(Ch), administrators are bound to make an application when either paragraph
79(2) or 79(3) becomes operative, but they are not prevented from doing so in
other circumstances.
A creditor can also apply to the court to end the administration
Termination of administration where objective achieved
Where the administrator has been appointed out of court and he or she
considers the purpose of the administration has been sufficiently achieved, he
or she may be discharged as administrator by filing a notice in the prescribed
form with the court and the registrar of companies and notifying the creditors
of the company.
Moving from administration to creditors' voluntary liquidation
Where the administrator thinks that secured creditors will be paid in full and
that a distribution will be made (if any) to unsecured creditors, the
administrator may file a notice with the registrar of companies (sending a
copy to creditors and filing a copy with the court) to move the company into a
creditors' winding up. On registration of the administrator's notice by the
registrar of companies, the company is wound up in the same way as if a
resolution for voluntary winding up had been passed on the same day. This
procedure resolves some of the pre-Enterprise Act uncertainties as to how to
ensure a creditors' voluntary liquidation followed on the end of an
administration.
Moving from administration to dissolution
If the administrator thinks that the company has no property to distribute to
creditors, he or she may send a notice to the registrar of companies to
terminate his or her appointment. This notice is registered and copies sent
to the creditors. At the end of a three-month period the company is deemed to
be dissolved.
Other endings
There are several ways in which an administration may be brought to an end
including by the company entering into:

Compulsory liquidation.
A company voluntary arrangement.

Rise in property values
Were property values to increase then when the administrator sells the assets
the company would have a larger sum of money to distribute. The
distributions are made in order of preference and a fixed charge holder will
have in most circumstances a first preference. After the first charge holder
is repaid in full (and after the administrators costs are paid in full and
these are often very, very high) any remainder will be returned to the company
which is then no longer insolvent. This, however, is an extremely unlikely
scenario.
The administrator is required to sell the assets at the best reasonably
available price, however, when assets are sold by an administrator the market
price is always less than a sale made in the open market.
Please let me know if you require any further information.
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