THIS NOTICE IS IMPORTANT AND REQUIRES THE IMMEDIATE ATTENTION OF NOTEHOLDERS. IF
NOTEHOLDERS ARE IN ANY DOUBT AS TO THE ACTION THEY SHOULD TAKE, THEY SHOULD SEEK
THEIR OWN FINANCIAL AND LEGAL ADVICE, INCLUDING AS TO ANY TAX CONSEQUENCES,
IMMEDIATELY FROM THEIR STOCKBROKER, SOLICITOR, ACCOUNTANT OR OTHER INDEPENDENT
FINANCIAL OR LEGAL ADVISER

ISSUER NOTICE OF NOTEHOLDERS’ MEETING
DOVER HARCOURT PLC
(incorporated as a public limited liability company under the laws of the United Kingdom with
registration number 10537069 (the Issuer))

ISIN: GB00BF0MWT35
£20,000,000 7.75%% FIXED RATE SECURED NOTES DUE 31 October 2022
(the "SERIES 2017-F2 Notes")
Under the GBP400,000,000 Secured Medium Term Note Programme

16 June 2022
NOTICE IS HEREBY GIVEN pursuant to Condition 16 of the Terms and Conditions of the Series 2017F2 Notes (the “Conditions”) that a Noteholders’ Meeting (the “Meeting”) of the holders of the Series
2017-F2 Notes of Dover Harcourt Plc (the “Issuer”) (the “Noteholders”) will be held at 11:00 a.m. on
8 July 2022 and will be held online by way of video conference to consider, and if thought fit, pass the
resolution set out below as an extraordinary resolution (“Resolution”).
Capitalised terms used but not defined in this Notice shall have the same meaning given to them as
defined in the Conditions.
All dates provided are referenced accurately at the time of this Notice.
The Trustee expresses no opinion on, and makes no representations as to the merits of, the Resolution
or the proposals set out in the Resolution.
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BACKGROUND
ISSUE OF THE SERIES 2017-F2 NOTES
1.

The Series 2017-F2 Notes are issued under the Programme and are subject to the Programme
Documents listed in Annex A. The Series 2017-F2 Notes are constituted by the Supplemental
Trust Deed.

2.

The Supplemental Trust Deed contains the Conditions and the pricing supplement (the
"Pricing Supplement") for the Series 2017-F2 Notes and which completes the Conditions. The
Pricing Supplement is subject to the information contained in the Listing Particulars.

FORM OF THE SERIES 2017-F2 NOTES
3.

The Series 2017-F2 Notes have been issued in registered form and settled and transferred
through Euroclear UK & Ireland Limited (formerly known as CREST Co Limited) ("CREST") in
accordance with the Uncertificated Securities Regulations 2001 (SI 2001/3755) (the
"Regulations").

4.

References in the Conditions and in this Notice to "Noteholder" are references to the person
in whose name the Series 2017-F2 Notes is for the time being registered in CREST. Any
individual or other investor in the Series 2017-F2 Notes who is not recorded as a Noteholder
in the records of CREST or the Registrar must look solely to the relevant person in whose name
the Series 2017-F2 Notes is for the time being registered in CREST for such investor's share of
each payment made by the Issuer and in relation to all other rights arising under the Series
2017-F2 Notes. The extent to which, and the manner in which, such investors may exercise
any rights arising under the Series 2017-F2 Notes will be determined in accordance with such
agreement as may exist between such investor and the applicable Noteholder.

AMOUNT OF THE SERIES 2017-F2 NOTES OUTSTANDING
5.

Under the Issuer’s programme, as at 16 June 2022, being the latest practicable date prior to
the publication of this Notice, the Issuer has issued 1,853,278 in respect of the Series 2017-F2
Notes. Therefore, the total voting rights in the Issuer as at 16 June 2022 for the Series 2017F2 Notes are 1,853,278 votes.

6.

The Series 2017-F2 Notes are due for redemption on 31 October 2022 and, as at 22 July 2022,
accrued and unpaid interest on the Series 2017-F2 Notes will equal £176,743.52.

2

7.

As at 16 June 2022, the Issuer has reserves equal to £82,856.30.

USE OF PROCEEDS OF THE SERIES 2017-F2 NOTES
8.

The net proceeds of the issue of the Series 2017-F2 Notes were provided pursuant to a facility
agreement dated 1 November 2017 (the “Facility Agreement”) to Stranger Holdings PLC (the
“Borrower”) and in respect of which a debenture security agreement dated 1 November 2017
was entered into (the “Security Agreement”).

9.

The Issuer relies on payments by the Borrower under the Facility Agreement to make
payments due under the Series 2017-F2 Notes. In the event that the Borrower defaults in
making payments when due under the Facility Agreement, the Issuer has no assets, other than
the reserves listed above, to make payments under the Series 2017-F2 Notes.

CURRENT FINANCIAL POSITION OF THE BORROWER
10.

As of the date of this Notice, the Borrower has not paid interest due to the Issuer under the
Facility Agreement (for over two years). The Borrower has informed the Issuer that the
Borrower is likely to default on the repayment of the principal due under the Facility
Agreement on the repayment date of 31 October 2022. The current principal amount
outstanding under the Facility Agreement is £1,853,278 and the amount of interest
outstanding on 22 July 2022 will be £176,743.52.

11.

The Borrower has written to the Issuer regarding a proposed restructuring of the the Facility
Agreement (which shall affect the amounts due under the Facility Agreement) and such letter
(the “Borrower Letter”) is attached to this notice as Appendix B. The letter contains a report
in respect of such restructuring commissioned by the Borrower and prepared by Mazars LLP
(the “Mazars Report”). The Mazars Report is also attached to this notice in Appendix B.

12.

The Mazars Report sets out the financial position of the Borrower and both the Borrower
Letter and the Mazars Report should be reviewed in full. The paragraphs below are a summary
of the current proposals and are qualified in their entirety by the Borrower Letter and the
Mazars Report. The Mazar Report is being provided to Noteholders on an information only
and non-reliance basis.
13. The Borrower has identified an investment opportunity with Mayflower Capital Investments
Pty Limited (“Mayflower”) with heads of terms being agreed on 25 October 2021 (the
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“Proposed Transaction”). Full details of the Proposed Transaction are set out in the Mazars
Report.
14.

The Proposed Transaction is subject to a number of conditions precedent (the “Conditions
Precedent”) as set out in detail in the Mazars Report.

15.

As part of such Conditions Precedent, and subject to the satisfaction of the other Conditions
Precedent, the Issuer has been asked to convert all amounts due under the Facility Agreement
into shares of the Borrower at a rate of 15p per £1 and to the release of the Security
Agreement.

16.

The shareholders of the Borrower will incorporate a new company (“Newco”) and will procure
that the Borrower transfers certain rights to Newco and, furthermore, shall transfer shares
valued at £100,000 in the Borrower to Newco. The rights to be transferred are set out in the
Borrower Letter and represent rights to certain monies owed to the Borrower.

MATTERS REQUIRING NOTEHOLDERS' APPROVAL
17.

Further to the request by the Borrower to the Issuer, as set out above, the Issuer requests the
Noteholders to approve and consent to:
(a)

the redemption of the Series 2017-F2 Notes in full on 22 July 2022 by way of:
(i)

the issue to the Noteholders their pro rata entitlement to shares in the Borrower
at the same price that shares in the Borrower are issued to Mayflower pursuant to
the Proposed Transaction per £1,000 of Series 2017-F2 Notes outstanding
(including any accrued and unpaid interest) on 22 July 2022;

(ii)

the issue to the Noteholders their pro rata entitlement to shares in Newco per
£1,000 of Series 2017-F2 Notes outstanding (including any accrued and unpaid
interest) on 22 July 2022, such that the Noteholders will, in aggregate, own 100%
of the shares in Newco;

(iii)

the payment of expenses equal to £82,856.30 with the balance of reserves held by
the Issuer on 22 July 2022; and

(b)

the termination and release of the Facility Agreement and the Security Agreement,

together, the “Proposed Restructuring”.
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FORM OF EXTRAORDINARY RESOLUTION
THAT the Noteholders voting at the Meeting hereby by extraordinary resolution resolve:
1.

To approve the Proposed Restructuring and the redemption of the Series 2017-F2 Notes in
full.

2.

That each of the Issuer and Trustee (as applicable) is hereby authorised, directed, instructed
and empowered to execute all documents to be entered into in relation to the Proposed
Restructuring and any relevant actions to be taken by the Issuer pursuant thereto (the
"Transaction Documents") and in the case of any document to be executed as a deed, any
two directors of the Issuer or the Trustee (as applicable) or any one director and the company
secretary of the Issuer or the Trustee (as applicable) or any director of the Issuer or the Trustee
(as applicable) in the presence of a witness who attests his or her signature be and are
authorised to execute all Transaction Documents and all such other deeds, instruments, acts
and things as may be necessary or appropriate to carry out and give effect to this Extraordinary
Resolution and the transactions contemplated thereby (the “Transactions”).

3.

That the Noteholders shall indemnify each of the Issuer and the Trustee (as applicable) in
respect of all loss, damage, costs, charge, claim, demand, expense, judgment, action,
proceeding or other liability whatsoever incurred by it or by anyone appointed by it that any
of them may incur or that may be made against it or any of its agents, attorneys or delegates
arising out of or in relation to or in connection with the Transactions.

4.

That each of the Issuer and the Trustee (as applicable) is hereby authorised, directed,
empowered and instructed without the need for any further consent or approval to take (or
refrain from taking, as the case may be) all such actions and things as may be required,
expedient, necessary or desirable to implement and to give effect to this Extraordinary
Resolution or to the Transactions or the Transaction Documents, including without limitation
the agreement, negotiation, amendment, approval and/or execution of any of the Transaction
Documents and any other documents, declarations, certificates, agreements, deeds or
instruments (howsoever described) as may be required, expedient, necessary or desirable to
implement and to give effect to this Extraordinary Resolution or to the Transactions.
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NOTES
1.

Restrictions on attending the Meeting

The meeting of Noteholders will be held online by way of video conference (with the option to attend
by telephone conference) or such applicable virtual or electronic means for which it shall publish
details on the website listed in paragraph 8 of these notes.
To be entitled to attend, Noteholders must be entered on the Register of Noteholders of the Issuer at
close of business on 6 July 2022.
Evidence of identity of Noteholders is required to be verified electronically prior to the Meeting. Such
evidence of identity will need to be received by the Issuer in the manner specified below in Access to
the Meeting.
2.

Access to the Meeting by Noteholders

The Meeting shall be convened by video conference at 11 a.m. on 8 July 2022.
In order to receive details of the video conference and to attend the Meeting, each Noteholder will
be required to provide confirmation as to their holding of the applicable Series 2017-F2 Notes and
evidence of identity no later than the close of business on 6 July 2022 by email to
ir@doverharcourt.com or post to 45 Pall Mall, London, England, SW1Y 5JG.
To the extent any evidence of identity is submitted in the period after such date (but prior to the
casting of votes at the Meeting), the Issuer may take such reasonable steps to verify the identity of
any Noteholder prior to announcing the result of the Meeting until the close of business two business
days after the Meeting or further adjourned Meeting, as applicable.
Noteholders who have any general queries about the Meeting should contact the Issuer by email to:
ir@doverharcourt.com.
3.

Entitlement to vote

To be entitled to vote in respect of the number of notes registered in their name, Noteholders must
be entered on the Register of Noteholders of the Issuer at close of business on 6 July 2022, or, if the
Meeting is further adjourned, on the Register of Noteholders at close of business two days prior to
the date of any adjourned Meeting. Changes to entries on the Register of Noteholders after close of
business on 6 July 2022, or, if this Meeting is further adjourned, changes to entries on the Register of
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Noteholders after close of business two days prior to the date of any adjourned Meeting, will be
disregarded in determining the rights of any person to vote at the Meeting.
4. Appointment of proxy
Noteholders are entitled to appoint one or more proxies to exercise all or any of their rights to attend,
speak and vote at the Meeting. A proxy need not be a Noteholder of the Issuer but must attend the
Meeting to represent a Noteholder. To be validly appointed, a proxy must be appointed using the
procedures set out in these notes and in the notes to the accompanying proxy form.
If a Noteholder wishes a proxy to speak on their behalf at the Meeting, the Noteholder will need to
appoint their own choice of proxy (not the Chairman of the Meeting) and give their instructions
directly to them. Such an appointment can be made using the Form of Proxy accompanying this notice
of Meeting or through CREST.
Noteholders can only appoint more than one proxy where each proxy is appointed to exercise rights
attached to different notes. Noteholders cannot appoint more than one proxy to exercise the rights
attached to the same note(s). If a Noteholder wishes to appoint more than one proxy, they should
contact the Registrar at Avenir Registrars Limited, 5 St. John's Lane, London EC1M 4BH.
A Noteholder may instruct their proxy to abstain from voting on the Resolution to be considered at
the Meeting by marking the Withheld option in relation to the Resolution when appointing their proxy.
It should be noted that an abstention is not a vote in law and will not be counted in the calculation of
the proportion of votes For or Against the Resolution.
The appointment of a proxy will not prevent a Noteholder from attending the Meeting and voting in
person if he or she wishes.
5. Appointment of proxy using proxy form
Completing the enclosed Form of Proxy and returning it to Avenir Registrars Limited, 5 St. John's Lane,
London EC1M 4BH.
6. Appointment of proxy through CREST
CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy
appointment service may do so for the Meeting and any adjournment(s) thereof by using the
procedure described in the CREST Manual (available at www.euroclear.com). CREST personal
members or other CREST sponsored members, and those CREST members who have appointed a
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voting service provider(s), should refer to their CREST sponsor or voting service provider(s), who will
be able to take the appropriate action on their behalf.
In order for a proxy appointment or instruction made using the CREST service to be valid, the
appropriate CREST message (a ’CREST Proxy Instruction’) must be properly authenticated in
accordance with Euroclear UK & Ireland Limited’s specifications and must contain the information
required for such instructions, as described in the CREST Manual (available via www.euroclear.com).
The message, regardless of whether it constitutes the appointment of a proxy or an amendment to
the instruction given to a previously appointed proxy, must, in order to be valid, be transmitted so as
to be received by the Issuer’s agent (RA20) by the latest time(s) for receipt of proxy appointments. For
this purpose, the time of receipt will be taken to be the time (as determined by the timestamp applied
to the message by the CREST Applications Host) from which the issuer’s agent is able to retrieve the
message by enquiry to CREST in the manner prescribed by CREST. After this time, any change of
instruction to proxies appointed through CREST should be communicated to the appointee through
other means.
CREST members (and, where applicable, their CREST sponsors or voting service providers) should note
that Euroclear UK & Ireland Limited does not make available special procedures in CREST for any
particular messages. Normal system timings and limitations will therefore apply in relation to the input
of CREST Proxy Instructions. It is the responsibility of the CREST member concerned to take (or, if the
CREST member is a CREST personal member or sponsored member or has appointed a voting service
provider, to procure that his CREST sponsor or voting service provider takes) such action as shall be
necessary to ensure that a message is transmitted by means of the CREST system by any particular
time. In this connection, CREST members (and, where applicable, their CREST sponsors or voting
service providers) are referred, in particular, to those sections of the CREST Manual concerning
practical limitations of the CREST system and timings (www.euroclear.com).
The Issuer may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation
35(5)(a) of the Uncertificated Securities Regulations 2001 (as amended).
7. Corporate representatives
Any corporation which is a Noteholder can appoint one or more corporate representatives who may
exercise on its behalf all of its powers as a Noteholder provided that they do not do so in relation to
the same Notes.
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8. Website giving information regarding the Meeting
Information regarding the Meeting, and a copy of this notice of Meeting is available from
www.doverharcourt.com.
9. Documents available
The documents listed in Annex A, the Facility Agreement and the Security Agreement will be available
to Noteholders only, upon request prior to and on the day of the Meeting. Noteholders should submit
a request to the Issuer at ir@doverharcourt.com.
11. Further questions and communication
Noteholders may not use any electronic address provided in this notice or in any related documents
(including the accompanying proxy form) to communicate with the Issuer for any purpose other than
those expressly stated.
Noteholders who have any general queries about the Meeting should contact the Issuer by email to:
ir@doverharcourt.com.
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FORM OF PROXY
Dover Harcourt Plc
(the Issuer)

Name of Noteholder appointing proxy: _____________________________________________
Address: ___________________________________________________________________
Before completing this notice please read the notice to Noteholders and the Notes above.
I hereby appoint (please tick one):
Truva Services Limited in its capacity as trustee for the Noteholders
the following individual (print name and address below):
________________________________________________________________________
________________________________________________________________________
to vote on my behalf at the Noteholder’s Meeting of the Issuer to be held on 8 July 2022, and at any
adjournment of the Meeting.
FORM OF EXTRAORDINARY RESOLUTION
THAT the Noteholders voting at the Meeting hereby by extraordinary resolution resolve:
1.

To approve the Proposed Restructuring and the redemption of the Series 2017-F2 Notes in full.

2.

That each of the Issuer and Trustee (as applicable) is hereby authorised, directed, instructed
and empowered to execute all documents to be entered into in relation to the Proposed
Restructuring and any relevant actions to be taken by the Issuer pursuant thereto (the
"Transaction Documents") and in the case of any document to be executed as a deed, any
two directors of the Issuer or the Trustee (as applicable) or any one director and the company
secretary of the Issuer or the Trustee (as applicable) or any director of the Issuer or the Trustee
(as applicable) in the presence of a witness who attests his or her signature be and are
authorised to execute all Transaction Documents and all such other deeds, instruments, acts
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and things as may be necessary or appropriate to carry out and give effect to this Extraordinary
Resolution and the transactions contemplated thereby (the “Transactions”).
3.

That the Noteholders shall indemnify each of the Issuer and the Trustee (as applicable) in
respect of all loss, damage, costs, charge, claim, demand, expense, judgment, action,
proceeding or other liability whatsoever incurred by it or by anyone appointed by it that any
of them may incur or that may be made against it or any of its agents, attorneys or delegates
arising out of or in relation to or in connection with the Transactions.

4.

That each of the Issuer and the Trustee (as applicable) is hereby authorised, directed,
empowered and instructed without the need for any further consent or approval to take (or
refrain from taking, as the case may be) all such actions and things as may be required,
expedient, necessary or desirable to implement and to give effect to this Extraordinary
Resolution or to the Transactions or the Transaction Documents, including without limitation
the agreement, negotiation, amendment, approval and/or execution of any of the Transaction
Documents and any other documents, declarations, certificates, agreements, deeds or
instruments (howsoever described) as may be required, expedient, necessary or desirable to
implement and to give effect to this Extraordinary Resolution or to the Transactions.

Please tick your choice for the Resolution below:
For

Against

Abstain

Note: If you do not indicate below how the proxy is to vote, the proxy may vote or abstain as he or she
thinks fit.
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Annex A
Programme Documents
1.

Listing particulars dated 24 February 2017 setting out information relating to the Issuer's
GBP400,000,000 Secured Medium Term Note Programme (the "Programme") (the "Listing
Particulars");

2.

A trust deed dated 24 February 2017 (the "Trust Deed") between the Issuer and Truva
Services Limited (the “Trustee”);

3.

A supplemental trust deed dated 24 February 2017 between the Issuer and the Trustee in
relation to the Series 2017-F2 Notes (the "Supplemental Trust Deed");

4.

A deed of charge dated 24 February 2017 between the Issuer and the Trustee (the "Deed of
Charge");

5.

An intercreditor deed dated 24 February 2017 between the Issuer and the Trustee (the
"Intercreditor Deed");

6.

An issue and paying agency agreement dated 24 February 2017 between the Issuer and Avenir
Registrars Limited (the "Registrar") (the "Agency Agreement"); and

7.

A servicer agreement dated 24 February 2017 between the Issuer and Bedford Row Capital
plc as servicer (the "Servicer") (the "Servicer Agreement").
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Annex B
The Borrower Letter and the Mazars Report
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16 June 2022
The Directors
Dover Harcourt PLC
45 Pall Mall
London
SW1Y 5JG

Stranger Holdings 7.75% Senior secured Bond due October 2022 arranged by
Bedford Row Capital with issuer being Dover Harcourt PLC ('Bond")
As you are probably aware, Stranger Holdings PLC ("Stranger") has been unable to pay the last two
half years interest payments due on the loan notes because of lack of funds. Essentially, Stranger has
been unable to pay the amounts due under the facility agreement and, in turn, the Issuer has been
unable to pay the interest due to the noteholders. There is also a small amount of accrued interest
due since the last missed half yearly payment. The directors of Stranger have therefore been looking
into ways of maximising returns for creditors and for Stranger to continue trading under these
circumstances. Stranger has entered into a Heads of Terms for the acquisition of Uranium interests in
South Africa with Mayflower Capital Investments Pty Limited. ("Mayflower'') This is quite a small
transaction funding wise, and Mayflower have informed the directors of Stranger that the amount
outstanding under the facility agreement must be reduced significantly to make the transaction viable.
Mayflower are offering 15% of the loan note value in Stranger Shares, in addition to the other assets
described below, contemporaneously with the completion of the Reverse take-over of Stranger by
Mayflower. An updated information deck on the Uranium project is enclosed.
The Directors commissioned a report by Mazars LLP, Chartered Accountants, to look into the
proposed transaction with Mayflower, the finances of Stranger Holdings PLC and the consequences
for the loan note holders and for Stranger Holdings PLC. This report is extensive and is enclosed.
Please note that this the report is issued to the Company and shared with the loan note holders on an
information only and on a non-reliance basis.
You will see that in the Balance Sheet of Stranger, the Company is owed £391,000 by Recyclus
Group Limited, who were a previous target of Stranger for a Reverse Take Over ("RTO") of Stranger
by Recyclus, but ultimately Recyclus opted to list under the Technology Minerals umbrella as
described below and terminated our proposed RTO with us, which we understand is now 50% owned
by Technology Minerals PLC, a company listed on the London Stock Exchange. Stranger is actively
trying to recover these funds and has commenced legal action. The directors are reasonably
confident, at this stage, that these monies will largely be recovered in due course.
Prior to the proposed RTO of Recyclus, the company had previously entered into Heads of Terms for
the RTO of Alchemy Utilities Group ("Alchemy"), a group of companies based in Ireland. This
transaction failed with Alchemy pulling out at the eleventh hour. Stranger had lent Alchemy circa
£280,000 and we were entitled to costs of £150,000 from the vendors being the principal shareholders
and directors at the time. Neither of these amounts have been repaid to the Company and it is the
intention of Stranger to pursues Alchemy and the principal shareholders for these monies. We feel it is
more likely that we may be successful pursuing the directors of Alchemy for the costs.
It is envisaged that the assets will be spun off to the loan note holders, as shareholders, pro rata to
their loan note holding into a new vehicle at completion. This would include the £100,000 of additional
Registered in England Number 9837001 with Registered Office situate at 27-28 EastcasUe Street London W1W BDH

shares in Stranger Holdings and the litigation rights and benefits, together with the amounts due to
Stranger from loans made by it.
Mayflower have agreed that a further £100,000 worth of Stranger shares be allocated post RTO
towards the costs of recovering the monies from Recyclus and Alchemy as described above. The total
potential value to the loan note holders is therefore, as per the Mazars report of £908,000, which
equates to around 48p In the £ If this restructuring of the loan notes/bond Is accepted (including
both missed interest payments but excluding the costs of this restructuring - Trustees costs largely.
Otherwise, there is no material financial difference from the date of the Mazars report). Mazars
estimate that secured creditors may only receive UP TO ONLY CIRCA 17p In the £ If liquidated and
this restructuring Is NOT accepted.

THE DIRECTORS OF STRANGER HOLDINGS PLC THEREFORE RECOMMEND THAT THE
LOAN NOTE HOLDERS ACCEPT THE RESTRUCTURING PROPOSALS AS IT REPRESENTS A
SIGNIFICANTLY BETTER RETURN FOR THEM, WITH POTENTIAL UPSIDE FROM THE
STRANGER SHARES POST RTO WITH MAYFLOWER. ALL ASSETS WILL BE RING FENCED
FOR THE BENEFIT OF THE LOAN NOTE HOLDERS

Yours faithfully

Registered in England Number 9837001 with Registered Office situate at 27-28 EastcasUe Street London W1W 8DH
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DISCLAIMER
This document has been produced in connection with the proposed offer (the "Offer") of securities in Mayflower Strategic Minerals Limited (the "Company") and is the sole responsibility of the Company. The information and
opinions contained in this document are provided as at the date hereof and are subject to amendment (without notice), further verification and completeness. This document is directed at investment professionals as defined
in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 and at organisations of a kind described in and to whom Article 49 of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (High Net Worth Companies, Unincorporated Associations, etc) applies, and all such persons together are referred to herein as "relevant persons". This document must not be acted on, or relied on by,
or passed on to (directly or indirectly) persons who are not relevant persons. Any investment or investment activity to which this document relates is available only to relevant persons and will be engaged in only with relevant
persons (save as set out below).
This document is confidential and is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published in whole or in part for any
purpose. This document is being provided to recipients on the basis that they keep confidential any information contained herein or otherwise made available, whether orally or in writing, in connection with the Company.
Neither this document or any part of this document nor any copy of it may be sent to or taken into the United States of America, Canada, Australia, Japan, the Republic of South Africa or the Republic of Ireland, nor may it be
distributed, directly or indirectly, to any US person (within the meaning of regulation S promulgated under the United States Securities Act of 1933, (as amended) (the "US Securities Act")). This document does not constitute an
offer to buy or to subscribe for, or the solicitation of an offer to buy or to subscribe for, securities in the Company in any jurisdiction in which such an offer or solicitation is unlawful and is not for distribution in or into any of
such jurisdictions.
To the extent this document is received or used in jurisdictions outside the UK, any such recipient or user should inform themselves about and observe any applicable legal requirements. If you are in any doubt about any of the
contents of this document, you should obtain independent professional advice.
Potential investors who are concerned about possible tax implications of purchasing foreign securities, for their taxable status under their 'home country' (or other) tax regimes applicable to them, should consult their personal
tax advisors. This document does not constitute or form any part of any offer or invitation or other solicitation or recommendation to purchase any securities in the Company and does not constitute or form part of a
prospectus or admission document.
No reliance may be placed for any purpose whatsoever on the information, representation or opinions contained in this document or in the oral presentation which accompanies it. Any decision to purchase or subscribe for
securities in the Company in connection with the Offer should be made solely on the basis of the information contained in an admission document on the Company to be published in due course and any acquisition of
securities in the Company should be made only on the basis of the information contained in such document. Neither the issue of this document nor any part of its contents is to be taken as any form of commitment on the part
of the Company to proceed with any transaction and the right is reserved to terminate any discussions or negotiations with any prospective investors.
In no circumstances will the Company be responsible for any costs, losses or expenses incurred in connection with any appraisal or investigation of the Company. In furnishing this document, the Company does not undertake or
agree to any obligation to provide the recipient with access to any additional information or to update this document or to correct any inaccuracies in, or omissions from, this document which may become apparent. This
document should not be considered as the giving of investment advice by the Company or any of its shareholders, directors, officers, agents, employees or advisers.
Each party to whom this document is made available must make its own independent assessment of the Company after making such investigations and taking such advice as may be deemed necessary. In particular, any
estimates or projections or opinions contained herein necessarily involve significant elements of subjective judgment, analysis and assumptions and each recipient should satisfy itself in relation to such matters.
Neither the Company nor any other person makes any guarantee, representation or warranty, express or implied, as to the accuracy, completeness or fairness of the information and opinions contained in this document, nor
does the Company accept any responsibility or liability whatsoever for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith.
Certain statements contained in this document are or may constitute "forward looking statements". Such forward looking statements involve risks, uncertainties and other factors which may cause the actual results, performance
or achievement of the Company, or industry results, to be materially different from any future results, performance or achievements expressed or implied by such forward looking statements. Such risks, uncertainties and other
factors include, among others, changes in the credit markets, changes in interest rates, changes in exchange rates (particularly in relation to the US Dollar), legislative and regulatory changes, changes in taxation regimes, and
general economic and business conditions. Such forward-looking statements are based on numerous assumptions regarding the Company's present and future business strategies and the environment in which the Company
will operate in the future.
Any forward-looking statements speak only as at the date of this document. The Company expressly disclaims any obligation or undertaking to disseminate any updates or revisions to any forward-looking statements contained
in this document to reflect any change in the Company's expectations with regard to these or any change in events, conditions or circumstances on which any such statements are based. As a result of these factors, the events
described in the forward-looking statements in this document may not occur either partially or at all. Nothing in this Important Notice shall be effective to limit or exclude any liability which, by law or regulation, cannot be so
limited or excluded.
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NEO ENERGY METALS PLC
§ A new mining and development company focused solely on uranium and strategic metals supply listing on the
Standard List of the London Stock Exchange in 2Q 2022
§ 70% interest in the Henkries Uranium Project located in the Northern Cape Province of South Africa
§ Strong, established mining focused South African partner holding a 30% interest
§ Henkries is an advanced, near term, low-cost uranium production project capable of becoming a new uranium
producer with immediate exposure to the uranium sector
§ A clear pathway to production of uranium and sales into the international uranium market
§ Project benefits from excellent infrastructure with road, power and water all available at the project site
§ Provides immediate exposure to the uranium sector and a near-term uranium producer
§ JORC compliant Mineral Resource at Henkries Central and Henkries North with additional JORC compliant
Exploration Target defined at Henkries North
§ Less than 10% of prospective ground fully tested – project is wide open for potential new uranium discoveries
§ Over US$30m of historical exploration, drilling, test-pitting and mining, metallurgical test and pilot plant work
§ Feasibility studies completed by both Anglo American, Niger Uranium and Namakwa Uranium available.
§ Proven Board and management team with uranium project development experience in Southern Africa
§ Funds raised to be channeled into completion of PFS an updated DFS and increase in reserves and resources
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HENKRIES URANIUM PROJECT

Henkries Site Office

Sealed road from Cape Town to Henkries Uranium Project

Eskom transformer substation adjacent to the Henkries Uranium Project
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HENKRIES URANIUM PROJECT

Shallow uranium mineralisation at surface and contained mostly within 8m of surface
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MAIN BOARD LONDON LISTING
§

Neo Energy Metals is set to be London’s only Standard Board listed uranium and
strategic metals exploration, development and production company

§

Only primary listed company in London to offer investors with direct exposure to the
uranium sector

§

One of the most market ready, advanced, high-grade uranium companies capable of
near-term production

§

Reverse-takeover process agreed with Stranger Holdings plc – to be renamed ‘Neo
Energy Metals plc’

§

Prospectus nearing completion with all key consultant reports being completed
ü Competent Persons Report with new (Jan 2022) Mineral Resources Estimate
prepared according to JORC Code
ü Independent Legal Review with confirmation of clear and valid title and good
standing of the company
ü Accountants Report with strong working capital and budget to complete
updated Feasibility Study

§

First Equity Limited appointed as brokers to the company and to finalise London Stock
Exchange listing

§

£300,000 pre-listing equity fundraising to allow on site works to continue and fund
stock exchange listing costs

§

£4,400,000 equity fundraising on listing to fully fund the company through to a
production decision

§

Low valuation relative to TSE and ASX-listed uranium exploration companies
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URANIUM MARKET
FUNDAMENTALS - ‘BEST EVER’
§ One of the most significant and strategic modern commodities
§ Uranium is clean, safe, reliable and economic
§ Value has risen dramatically in our new carbon-free world
§ Fragile supply chain apparent from recent global events
§ Macro policy changes in Europe and the United States has
provided a strong tailwind for uranium

”Investment in nuclear power of
EUR500 billion by 2050 will be
needed if the EU’s goal of carbon
neutrality is to be achieved."

§ Robust growth and accelerated rebalancing of supply

Thierry Breton, European Commissioner for the
Internal Market

§ Increased investor sentiment and major impact of uranium ETFs

§ China and India expanding nuclear power footprint at a rapid
rate
§ Significant increase in uranium price and price forecasts
§ Potential doubling in electricity demand over next two decades,
along with pressure to de-carbonise power sector could prove
huge for the uranium industry
§ With a decade of under investment in the sector, the uranium
market and Neo Energy Metals advanced Henkries Uranium
Project are well positioned to benefit from a strong rebound
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URANIUM MARKET PRIMED FOR GROWTH
NUCLEAR POWER EMITS NEARLY 70X LESS CARBON DIOXIDE THAN COAL
International Uranium
Market

Market Growth
Drivers
§ Gaining favour among
policy makers worldwide
who are trying to reach
carbon-reduction targets
§ Increasing interest in Asia
where 60% of the new
global reactors are under
construction
§ Only nuclear power has a
100:1 EROEI (Energy
Returned over Energy
Invested) Natural gas is
2nd best at 30:1 whilst
renewables are +/-4:1

The Power
Market

§ The World Nuclear Association
projects uranium demand to reach
206 million pounds in 2030 and
supply to drop 50% by 2030 due to
lack of investment in new mines
§ The industry needs at least to
double its development pipeline of
new projects by 2040 to avoid
potential supply disruptions

Nuclear generation capacity
is expected to grow by 2.6%
annually to 2040

"Given its unique combination of attributes - reliability, affordability, low-carbon and universal deployability - it
is clear that nuclear energy will play an even larger role in the electricity and energy systems of tomorrow."
World Nuclear Association Director General
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NEW EXPERIENCED BOARD OF DIRECTORS
A Board with strong and proven credentials in African mining and investment
Sean Heathcote (B.Eng - Metallurgy and Materials Science A.R.S.M) - Chief Executive Officer
§ Over 31 years’ experience in the mining and exploration industry in Africa across a broad range of commodities including uranium,
bulk commodities, precious metals, diamonds and base metals
§ Operations management positions at Billiton and Anglo American and with 16 years of executive management and directorships in
the project development companies of Fluor, Murray & Roberts Engineering Solutions, GRD Minproc and Sedgman
§ Whilst at GRD Minproc he played a leading role in securing and delivering the Definitive Feasibility Study for the Langer Heinrich and
Kayalekera uranium projects and the subsequent EPCM contract for Phase 1 of Langer Heinrich
Jason Brewer (M.Eng (Hons) – Mining Engineering A.R.S.M) – Non-Executive Chairman
§ Over 28 years’ experience in international mining, financial markets and investment banking with a particular focus in Africa
§ Experience with a number of major global investment banks, including Dresdner Kleinwort Benson, NM Rothschild & Sons and
Investec and with listed funds management companies focused on the mining and metals sector
§ Founder and principle of Mayflower Capital Investments, an active African focused private equity-style mining investment company
Bongani Raziya (BA, B. Proc. LLB) - Non-Executive Director
§ Over 20 years’ experience in oil and gas and mining in Africa with various directorships held in well established profitable companies
§ Director of Petregaz, a company that aggregates liquefied petroleum gas, with a terminal in Richards Bay and is the largest
independent LPG distributer in South Africa. Also a director of Umsimbithi Mining which operates the Wonderfontein Coal Mine
§ Founder and director of Rwenzori Rare Metals, a world-class rare earth project in Uganda, that is currently in joint venture with ASXlisted Ionic Rare Earths (market capitalisation +A$175 million)
Jackline Muchai - Non-Executive Director
§ Kenyan based businesswoman and founder and Chief Executive of Nairobi based Gathoni Muchai Investments Limited, a focused
mining and materials, property and retail business specialising in investments in East and Southern Africa
§ Director of Mayflower Capital Investments and the Project Director of UK incorporated Mayflower Children’s Foundation which aims
at improving young children’s education, health and well-being in Africa through education, nutrition and recreational programs.
NOTE: Current directors of Stranger Holdings plc will remain on the Board to allow an orderly transition of the company post listing
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MANAGEMENT TO ADVANCE TO PRODUCTION
A strong team with the capabilities to successfully advance Henkries to production
Andrew Pedley

Stephen
Amphlett

Peter Hibberd

Peter Major

Andrew Pedley (B.Sc. M.Sc. Pr. Sci. Nat.) – Senior Geological Consultant
§ Exploration and resource geologist with over 20 years’ of successful mineral exploration work in Africa from greenfields
exploration to management of large resource drilling programs, resource modelling and estimation
§ A track-record of adding value by discovering high-quality mineral deposits, expanding existing deposits and identifying new
opportunities
§ Previous managed the uranium exploration activities conducted by Niger Uranium Limited at the Henkries Uranium Project
between 2008 and 2010
Stephen Amphlett – Company Secretary and Chief Financial Officer
§ Over 35 years’ experience focusing on the management, growth and financing of emerging mining, procurement and mine
services companies
§ Director and Chief Financial Officer of Mayflower Capital Investments, and responsible for overseeing its investments and
financial positions in African focused mining and exploration companies
Peter Hibberd (B.Sc.(Hons) Min. Geol. B. Sc. (Hons) Min. Eng.) – Project Manager and Country Manager
§ A qualified geologist and mining engineer with over 30 years’ experience in the mining sector in Southern Africa
§ Technical positions with a number of major mining houses including De Beers, Rio Tinto and JCI
§ Over 15 years’ involvement with the Henkries Uranium Project, as the original founding member of the company and has
been directly involved with licencing, access of data from Anglo American, agreements with Niger Uranium, geological field
work and the oversight of resource estimation and on site exploration activities
Peter Major (BSc -Mining Engineering MBA, SAMMC) – Advisor
§ Veteran mining engineer, fund manager and analyst, who is highly regarded and well known in the mining and financial service
industries in South Africa
§ Previously Head of Mining and Senior Fund Manager at Nedcor Investment Bank where he was the No 1 Fund Manager in SA
twice and further managed Mark Shuttleworth’s US$530m fund, growing it to US$1.5 bn in 4 years
§ Currently Director of Mining at Modern Corporate Solutions
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DISCOVERED BY ANGLO AMERICAN
§ Discovered by Anglo American in 1975
§ Granted Prospecting Right extending over 743km2
§ Uranium mineralisation hosted in soft, very shallow paleochannel
sediments
§ Prospective uranium channel extends for 37km on the license area
and further extensions regionally
§ Two deposits, Henkries Central and Henkries North defined along a
12km section of the paleochannel, and largely within 8m of surface
§ At Henkries Central 80% of the uranium in a continuous layer 3.6km
long and up to 1.1km wide and up to 8m thick
§ Uranium at Henkries North is within 6 zones, the largest being 1km in
length
§ Major exploration upside at Henkries South which extends for a
further 24km along the defined uranium paleochannel
§ Positive Feasibility Study completed by Anglo American, following
mining of 211 pits, bulk metallurgical sampling and pilot plant testwork - worked stopped after uranium market drop in 1979
§ New JORC compliant Mineral Resource Estimate completed in
January 2022 with Competent Person
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HENKRIES PROJECT HIGHLIGHTS
Advanced Uranium Project
JORC Resource Estimate (Jan 2022)
4.7 Mlbs U3O8 at 399 ppm
Extensive pilot plant metallurgical work
confirmed good recoveries and process
flowsheet

Near Term Production
Opportunity to accelerate production in a
relatively short time frame
Key studies to be updated and fully funded
from IPO

Cost Competitive
Forecast low cost mining as deposit and
uranium mineralisation. is very shallow
and free-dig - no blasting or crushing is
required and minimal grinding

Growing Market
Green energy - industry needs at least to
double its development pipeline of new
projects by 2040 to avoid potential supply
disruptions

Excellent Location
Good infrastructure and highly skilled
labour force in the area
Power and water on site

Upside potential
Large license area with considerable
upside potential with less than 10% of
prospective ground fully tested
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ANGLO AMERICAN FEASIBILITY STUDY
§ Anglo American Feasibility Study based on 9,693m of drilling and over 700 holes
§ Anglo also mined 211 pits and 254t bulk sample processed at the National Institute for Metallurgy in
South Africa
PROCESSING

MINING
§

Material is shallow, unconsolidated sands

§

Free-dig with no blasting or crushing required
and only minimal grinding needed

§

Major cost advantages

§

Mining costs will be very low for the simple
scraper operations

§

Process was developed by Anglo American in a
pilot plant with a throughput of 50kgs dry
ore/hr for 3 months continuously

§

Access to many ‘faces’ will allow simple
blending of ‘ore types’ for an optimal plant
feed.

§

Light crushing and screening only

§

Sulphuric acid leaching followed by ion
exchange produced best recoveries: leach
85%, ion exchange 95%, overall 81%.

§

Shallow open pit mining at Henkries Central
of less than 5m

§

Very low strip ratio (less than 1 to 1)

§

Neo Energy aims to Increase the resource to
support 0.75Mlbs U3O8 operation for +15 yrs.

§

Re-deposition with a resin

§

Liberation from resin and filtration

Deposit well suited to mining higher grades
(>500 ppm) in the initial years of operation

§

Calcining to produce a “Yellow Cake” sales
product directly at the mine

§
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NEAR TERM AND LOW COST OPERATION
§ Good continuity of mineralisation

§ Overburden and mineralized material free-dig

§ Mineralisation at surface or very shallow

§ Water and power within 2km

§ Henkries Central well drilled (>800 holes)

§ Forecast low operating costs

§ Henkries Central Av. grade of 436 ppm U3O8

§ New Feasibility Study currently being completed

Cross-section through Henkries Central

* cut-off is the minimum grade considered
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PROJECT IN PROVEN MINING DISTRICT
§

80km north of the mining town of Springbok in the Northern Cape Province
of South Africa

§

Immediately south of the Orange River, and the border with Namibia

§

Excellent infrastructure with access by tar and gravel roads, a 22kVA powerline and water from the Orange River is available on site

§

The Henkries deposit is located across the border from Namibia, which is
host to a number of established operating uranium mines which include
Rossing and Langer Heinrich

§

Exploration commenced at Henkries in the 1970s by Anglo America
following the discovery of similar surficial uranium deposits in Namibia such
as Langer Heinrich. Huge technical expertise now all over the area

§

Project further benefits from the strong mining skills and associated
infrastructure in the Northern Cape Province

§

Major mining investments in the area include Vedanta’s Gamsberg Lead Zine
Mine and and Orion’s Prieska Copper Project

§

Henkries has the lead to be the regional uranium centre in this north
western part of South Africa amongst surrounding satellite deposits
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HENKRIES MINERAL RIGHTS AREA
§ Granted Prospecting Right in place over the Henkries Uranium Project extending over a total area of 743km2
•

Existing Henkries Central and Henkries North deposits occupy <10% of the prospective area

•

Potential to make new discoveries and significantly increase resources
Henkries Central Resource

Henkries South Major
Exploration Upside :

§ 6km of paleo-channel

§ Extends over 24km of the
37km paleochannel to the
southeast on the rights
area.

§ Main orebody
§ Existing high-grade
resources
743km2

Henkries North Resource and
Exploration Target
§ 5km of paleo-channel
§ Existing resources on 3
identified zones
§ Planned upgrade of
Exploration Target to
increase resources
CORPORATE PRESENTATION | Q1 2022

§ Henkries South underexplored
and
offers
potential for new uranium
discoveries
§ Has significant potential to
increase overall project
resources

16

OVER 18,000M OF DRILLING
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URANIUM MINERAL RESOURCE ESTIMATE
HENKRIES URANIUM PROJECT - JORC COMPLIANT RESOURCES (100ppm U3O8 cut-off grade)
Million
Tonnes

Average Grade (ppm
U3O8)

Average Dry Density
(t/m3)

Million lbs U3O8
contained

Indicated

1.97

635

1.08

2.75

Inferred

1.74

211

1.38

0.81

Total Henkries Central

3.71

436

1.22

3.57

Inferred

1.63

315

1.13

1.14

Total Henkries North

1.63

315

1.13

1.14

5.34

399

1.19

4.70

Henkries Central

Henkries North

TOTAL HENKRIES PROJECT RESOURCES

HENKRIES URANIUM PROJECT - JORC EXPLORATION TARGET*

Henkries North

Million
Tonnes

Grade (ppm U3O8)

Average Dry Density
(t/m3)

Million lbs U3O8
contained

2.1 – 2.9

230 - 315

1.15

1.1 – 2.0

*An Exploration Target is not a Mineral Resource Estimate; the potential quantity and grade is conceptual in nature as there has been insufficient exploration to estimate a Mineral
Resource and that it is uncertain if further exploration will result in the estimation of a Mineral Resource.
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HENKRIES CENTRAL – HIGH GRADE ZONE
§

4.1m at 668ppm U3O8

§

3.3m at 827ppm U3O8

§

2.4m at 1,703ppm U3O8

§

2.0m at 2,131ppm U3O8

§

4.0m at 1,033ppm U3O8

§

2.4m at 1,703ppm U3O8

§

4.0m at 1,265ppm U3O8

§

2.1m at 1,071ppm U3O8
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HENKRIES CENTRAL RESOURCE UPSIDE

§ Drilled by both Anglo American and
Niger Uranium
§ Multiple high grade drill intercepts
§ Individual assays reported up to 5
kgs/tonne U3O8 in carbonaceous ore
type
§ Opportunity to extend mineralisation
already identified in the paleochannel.
§ Major potential to add further shallow
uranium to the existing resources
§ Drilling planned to test all potential
extensions to the existing Henkries
Central
§ Company targeting severalfold increase
in resources
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HENKRIES NORTH
§ Resources defined on just 3 of the 6 identified zones of uranium mineralisation
§ Exploration Target completed for the other 3 zones – to now be upgraded to resources
§ Additional drilling and assays of existing unsampled drillholes may further support resource increase and upgrade
§ Opportunity for uranium from a deeper (25-35m) layer intersected in some holes – some holes stopped short
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ADVANTAGES OF HENKRIES MINERALISATION
§ High-grade uranium mineralisation relative to other
established and operating open-pit uranium deposits

Typical borehole sequence from
Henkries Central

§ Uranium mineralisation is at surface and mostly within
8m of the surface
§ Good continuity with mineralisation at Henkries
Central a continuous sheet 3.6km long and up to 1.1km
wide
§ At its thickest the mineralisation is 7-8 m thick but
typically 2-3m thick

High-grade
§ Mineralised material is visually very distinctive and is mineralisation
contained within 3 main ore types: green sand,
carbonaceous clay and diatomaceous earth

Carbonaceous earth

§ All mineralisation is shallow, soft and free-dig material
•

Pilot scale test-work achieved 85% recovery

§ Simple mining, favorable processing, low capital

Green sands

§ Low operating costs (miniscule mining & process costs)
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RESOURCE POTENTIAL AT HENKRIES SOUTH
§

Major exploration and resource upside at Henkries South

§

Extends over 24km of the 37km defined paleochannel that hosts
Henkries Central and Henkries North resources

§

794 detector RadonX survey completed over Henkries South

§

Drilling and geophysics planned to test all potential areas of uranium
mineralization using state of art techniques

§

Major potential for increase in project resources
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NEW DISCOVERIES AT HENKRIES SOUTH
§ Major new exploration activities planned
at Henkries South
§ Focused on a key section of the 24km
paleochannel that extends over Henkries
South
§ The Kabib Prospect is a signifi9cant 10km x
10km total count radiometric anomaly
§ Kabib Prospect area is several times the
size of the existing resources at Henkries
Central and Henkries South
§ Significant potential to make large new
discoveries
§ Initial exploration work to now start with
2 test traverses including spectral
radiometric and EM surveys
Map showing total count radiometric data over satellite image
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STEPS TOWARDS PRODUCTION
§

Management to now proceed and complete listing on London Stock Exchange in.
Q2 2022

§

Funds raised to be used to complete an Pre-Feasibility on processing options and
by product recovery and a Feasibility Study over next 18-24 months

§

Immediate 4,000 - 6,000m drilling program aimed at increasing the uranium
Mineral Resource and supporting Ore Reserve estimation.

§

Drilling to focus on potential lateral expansion and deeper mineralisation at the
Henkries Central and Henkries North deposits.

§

Henkries South under-explored and offers potential for new uranium discoveries

§

Major geophysics program to commence and assist exploration.

§

Metallurgical test-work to update process flow sheet, and explore by product
recovery of Diamotite and Humic Acid

§

Optimisation of uranium acid leaching given improvements in technology and
equipment required for uranium processing; aimed at increasing uranium
recoveries

§

Explore Off-take of ADU/U3O8 to Nufcor in South Africa, Rossing in Namibia, who
have established contract commitments for product

§

Development decision with 24 months
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PRE-RTO FUNDING AND VALUATION
§

A £300,000 pre-RTO fundraising to proceed

§

Funds to be applied to on site activities, acquisition costs and listing costs

§

Fundraising priced at 0.75 pence per share - 45% discount to price prior to suspension

§

25% discount to the £4.4M planned equity raising at 1.00 pence per share at listing

Valuation
§

Shares on issue

195M

§

Acquisition Shares to be Issued

475M (incl seed-funding of £0.75M)

§

Pre-RTO Fundraising Shares

75M

§

Shares issued on RTO

250M

§

Total Shares on Issue

995M

§

Enterprise Value

£7.45M

Holdings
§

Vendors

25%

§

Management

23%

§

Seed Investors

13%

§

Pre-RTO Investors

7.5%

§

RTO Investors

25%
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SUMMARY
§ A new uranium exploration and mining company listing on the
London Stock Exchange in Q2 2022
§ Provides immediate exposure to the uranium sector
§ The Henkries Uranium Project is an advanced and near term, lowcost uranium project capable of an accelerated development and
production timetable with over US$30m of historical expenditure
§ Uranium mineralisation hosted in soft, shallow paleochannel
sediments mostly within 5-10 m of surface.
§ Simple shallow open pit mining, favorable processing technology
with historical pilot scale test-work demonstrating good recoveries
§ Forecast low capital and operating costs for Henkries development
§ Project also benefits from excellent infrastructure
§ Jan 2022 Mineral Resource Estimate for Henkries Central and part
of Henkries North, prepared in accordance with JORC.
§ Potential to expand the Mineral Resource and significant
exploration upside
§ Feasibility Study completed by Anglo American to now be updated
§ Clear pathway to low-cost production
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FOOTNOTES TO THE MINERAL
RESOURCE ESTIMATE
•

The effective date of the Mineral Resource Estimate is 3 February 2022

•

Rounding errors may be evident when combining totals in the table but are immaterial.

•

Tonnes are ‘dry tonnes’.

•

The Competent Person is Andrew Pedley M.Sc., MGSSA, Pr. Sci. Nat.

•

The Mineral Resource is reported in accordance with JORC 2012.

•

Mineral Resources are not Mineral Reserves and have no demonstrated economic viability. The estimate
of Mineral Resources may be materially affected by environmental, permitting, legal, marketing, or other
relevant issues.

•

The MRE was not reported within a pit-shell. Being within 20 m of surface and ‘free-dig’ and 85%
uranium recovery has been demonstrated - it is assumed that it has reasonable prospects for eventual
economic extraction.
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CONTACTS
Jason Brewer
Email: jason@neoenergymetals.com
Stranger Holdings plc (to be renamed Neo Energy Metals plc)
27-28 Eastcastle Street
London
United Kingdom
W1W 8DH
Web: http://neoenergymetal.com
Twitter: @NeoEnergyMetals

Stranger Holdings
Plc

Private & Confidential

The Board of Directors (the “Board”)
Stranger Holdings Plc
27-28 Eastcastle Street
London
W1E 8DE
Dear Sirs

Stranger Holdings Plc (the “Company”) – Restructuring Advisory Support
In accordance with our engagement letter dated 26 November 2021 you have requested that we provide you with support in your ongoing discussions and anticipated negotiation
with certain key creditors in relation to a proposed balance sheet restructuring of the Company.

Purpose of our Report and restrictions on its use
This Report (“Report” or “Deliverable”) is a discussion document and provides a high-level review (the “Financial Review”) of the financial position of the Company, together with an
overview of the Proposed Transaction and the Proposed Restructuring of the Company. Furthermore, the Report provides a summary of the options (including a high level
Estimated Outcome Statement for a liquidation scenario) available to the Company, including benefits, disadvantages and key risks for the Directors to consider. It was prepared by
Mazars LLP at the request of the Company and terms for the preparation and scope of the Report have been agreed with them.
The Report was prepared solely for the use and benefit of the Company. To the fullest extent permitted by law Mazars LLP accepts no responsibility and disclaims all liability to any
third party who purports to use or rely for any reason whatsoever on the Report, its contents, conclusions, any extract, reinterpretation, amendment and/or modification. Accordingly,
any reliance placed on the Report, its contents, conclusions, any extract, reinterpretation, amendment and/or modification by any third party is entirely at their own risk.

Scope of our work
Our work has covered the matters set out in our engagement letter. We have reported broadly on matters which we have noted and which appeared to us significant, but our brief
review may not have revealed matters which could have been identified by a detailed investigation.
The Report is based upon information and explanations provided to us by the management and directors of the Company. Our primary points of contact have been James Longley
and Charles Tatnall. We have not, except to such extent as you requested and we agreed to undertake, sought to verify the accuracy of the data or the information and explanations
provided to us. The work we have undertaken does not constitute an audit in accordance with auditing standards.
Yours faithfully

Mazars LLP

Mazars LLP (Jan 12, 2022 16:35 GMT)

Mazars LLP
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Glossary of terms
the Company

Stranger Holdings Plc (09837001)

Covid

Coronavirus/COVID-19 (SARS-CoV-2)

the Directors

The Company’s Directors as recorded at Companies House
and any other party operating as a Defacto and/or Shadow
Director

FY19

Financial year ended 31 March 2019

FY20

Financial year ended 31 March 2020

FY21

Financial year ended 31 March 2021

HMRC

HM Revenue & Customs

Mayflower

Mayflower Capital Investments Pty Limited

MSML

Mayflower Strategic Minerals Limited

Proposed
Transaction

An investment opportunity with Mayflower, which has led to
Heads of Terms being agreed (25 October 2021) (see pg.19)

Proposed
Restructuring

A proposed restructuring of the Company to facilitate the
completion of the Proposed Transaction (see pg. 21)
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BACKGROUND

Overview

Investment Activity

Overview
Background

Company Profile

The Company is an investment company focussed on making targeted acquisitions through which it can
implement an operational strategy that will build value for shareholders.

Name:

Stranger Holdings PLC

Registered
address:

27-28 Eastcastle Street, London, W1W
8DH

Principal
trading
address:

The Company trades from the houses of
the Directors

Website:

Stranger – Stranger Holdings PLC

Year-end:

31 March

Secured
Creditor:

Dover Harcourt PLC

Directors:

James Longley
Charles Tatnall

The Company is listed on the London Stock Exchange. In 2017 the Company arranged a £20m facility through
the issuance of bonds, via Dover Harcourt Plc, in order to fund its acquisition activity. The facility was arranged
by Bedford Row Capital and, of this facility, to date c.£2m has been drawn upon by the Company.
The Company has pursued investment opportunities which have ultimately not resulted in an investment being
made. In order to pursue these investment opportunities costs have been incurred and the drawn element of the
bond finance has largely been utilised for this purpose.
The Directors are now considering an opportunity with Mayflower, however the current financial position of the
Company is a barrier to the transaction and a financial restructuring is required to pursue this opportunity.

Purpose of this Report
Mazars have been engaged to advise to the Company given its current financial position.
Accordingly, the purpose of this document is to provide:-

Shareholder:

PLC – listed by the London Stock Exchange

Group
Companies:

Stranger Uranium Ltd (dormant)
East Soft Ltd (dormant)

•

A high-level review of the financial position (the Financial Review) of the Company, including a summary of
the relevant background, an overview of the source and application of funds/ loans and a review of the
current balance sheet;

•

An overview of the Proposed Transaction in relation to Mayflower and a summary of the resulting
requirements for the Proposed Restructuring of the Company;

•

A summary of the Options available to the Company, including the benefits, disadvantages and key risks for
the Directors to consider;

•

A high level Estimated Outcome Statement, under an alternative scenario of an insolvency of the Company,
being liquidation.
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Overview

Investment Activity

Investment Activity
Background
In implementing the Company’s strategy, to make targeted acquisitions through which it can implement an
operational strategy that will build value for shareholders, two investment opportunities have been pursued to date.

Alchemy Utilities (UK) Limited (“Alchemy”)
“Alchemy owns a portfolio of sustainable utility technologies, aiming to revolutionise the supply of renewable, low/
zero carbon regenerative systems that are viable without government incentives. It holds a suite of proven
technologies with strategic IP and patents. Its primary technology, Alchemy TD, is a digestion process creating
biogas and nitrogen rich, high value fertiliser from organic feedstock.”
Ultimately the directors of Alchemy withdrew from investment discussions with no explanation provided.

Recyclus Group Limited (“Recyclus”)
“Recyclus is structured as an environmental, social and governance compliant, ethical and green business, for the
clean recycling of tyres and batteries in the UK. Recyclus identified an opportunity to leverage next generation
recycling technologies for current and nearby market commercialisation by using technologies that are now beyond
proof-of-concept to create circular economies, increase efficiencies and reduce the carbon footprints within these.”
The directors of Recyclus withdrew from investment discussions with the Company and listed separately on the
London Stock Exchange as Technology Minerals Plc in mid-November 2021. As at 31 October 2021, £391k was
due to the Company from Recyclus in relation to this transaction, which the Company is seeking to recover.

Observations
For the reasons noted above, these opportunities have ultimately not resulted in an investment being made, but
costs have been incurred and the drawn element of the Dover Harcourt Plc finance has largely been utilised. We
consider the use of these funds further within the Financial Review section of this Report.
The Directors have identified a new opportunity with Mayflower. This investment opportunity is summarised further
within the Proposed Transaction section of this Report.
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THE FINANCIAL
REVIEW

Financial Position

Assets

Liabilities

Overview and
Summary of
Funding

Insolvency Tests

Financial Position

Summary
Shown opposite is an overview of the historic and current financial position based on
information provided by the Company.
•

FY19, FY20 and FY21 shows the position per the Company’s Statutory Accounts,
as filed at Companies House.

•

The position as at 31 October 2021 is based upon management accounts.

•

The Company has been technically insolvent on a balance sheet basis for all
periods shown opposite, as its liabilities have exceeded assets held (the “balance
sheet” test).

•

As expected, the financial position therefore reflects an investment business which
has raised debt (liabilities), but thus far has been unsuccessful it its attempts to
invest the debt raised. Without making investments to create goodwill and build
asset value, there has not been a commensurate rise in asset values in comparison
to the rise in debt .

•

The Company may also be insolvent on the basis that it cannot pay its debts as they
fall due (the “cash-flow” test). This is explored further within this Report.

•

Accordingly, the Directors should be mindful of their Statutory Duties at this time,
particularly in relation to the ongoing payment and treatment of creditors and the
further drawdown of bond funds should these be available.

•

£'000

FY19

FY20

FY21

Oct 21

-

-

-

-

-

-

-

-

-

Trade and other receivables

7

215

750

391

Cash and cash equivalents

-

60

-

-

7

275

750

391

47

94

133

139

47

94

133

139

(716)

(686)

(771)

(445)

-

(190)

(199)

(142)

(716)

(876)

(970)

(587)

(335)

(995)

(1,847)

(2,056)

(335)

(995)

(1,847)

(2,056)

(997)

(1,502)

(1,934)

(2,113)

Total fixed assets

Total current assets
Other debtors
Total non-current assets
Trade and other payables
Borrowings
Total current liabilities
Borrowings
Total non-current liabilities
Net assets/ (liabilities)
Source: Statutory Accounts and Balance Sheet as at Oct21

The specific Insolvency Tests are discussed further within this Report.
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Financial Position - Assets
Assets
Shown opposite is a summary of the Company’s asset position.

The Company has no fixed assets, highlighting the fact that no investments have
been made by the Company.

Trade and other receivables

FY20

FY21

Oct 21

-

-

-

-

-

-

-

-

-

Trade and other receivables

7

215

750

391

Cash and cash equivalents

-

60

-

-

7

275

750

391

47

94

133

139

47

94

133

139

54

369

883

530

Total current assets

•

This category represents monies due to the Company, along with any pre-payments.

•

As at 31 October 2021, £391k was due from Recyclus. This balance was
unchanged from the FY21 year end. The FY21 statutory accounts confirm that legal
proceedings have been initiated to recover this balance; accordingly the
recoverability of this debt remains uncertain.

•

FY19

Total fixed assets

Fixed assets
•

£'000

Other debtors
Total non-current assets
Total assets

Pre-payments, as at 31 October 2021, are not considered material.

Cash and cash equivalents
•

As at 31 October 2021, the Company had no cash or cash equivalents and is,
therefore, wholly dependent upon the availability of bond reserves to continue
trading and pursue future investment activity.

Other debtors
•

The balances shown within ‘other debtors’, as at 31 October 2021, represent
balances held in the bond liquidity (£89k) and bond expense (£32k) reserves,
together with the pre-paid bond interest (£18k) reserve.

•

These reserves are drawn upon to meet ongoing costs of the Company, as
necessary.

In the event of an insolvency, the appointed Office Holder would seek to realise the
Company’s assets and collect the outstanding debtors for the benefit of creditors.

Stranger Holdings Plc - Restructuring Advisory Support - 12 January 2022 - Private & Confidential

10

THE FINANCIAL
REVIEW

Financial Position

Assets

Liabilities

Overview and
Summary of
Funding

Insolvency Tests

Financial Position - Liabilities
Liabilities

£'000

FY19

FY20

FY21

Oct 21

(716)

(686)

(771)

(445)

-

(190)

(199)

(142)

(716)

(876)

(970)

(587)

(335)

(995)

(1,847)

(2,056)

(335)

(995)

(1,847)

(2,056)

(1,051)

(1,871)

(2,817)

(2,643)

Shown opposite is a summary of the Company’s liabilities position.
Trade and other payables
Borrowings

Trade and other payables
•

This category represents monies due to creditors within one year and, as at 31 October
2021 included trade creditors (£206k), accruals (£231k) and Bounce Back loan
repayments due (£8k).

•

We analyse trade creditors of £206k later within this section of the Report.

•

Accruals represent expenses incurred. As at 31 October 2021, accruals totalled some
£231k and related to bond interest (c.£71k), bond maintenance fee (c.£25k), convertible
loan note interest (c.£24k), SP Angel (c.£62k), accounting and legal fees (c.£37k), and
other sundry accruals (c.£12k).

•

Total current liabilities
Borrowings
Total non-current liabilities
Total liabilities

The Company received a £50k Bounce Back loan, of which c.£8k is repayable within
one year, with c.£41k due after one year and held within non-current liabilities.

Borrowings

Summary of connected company loan balances

•

£

•

Borrowings due within one year represent connected company (by common directors/
shareholders) loan balances totalling £142k (shown opposite). We are informed that it is
likely that these balances could, with the agreement of the respective directors of each
company, be written off or exchanged for equity in the event of a successful transaction
with Mayflower.
Non-current borrowings include convertible loan notes (£190k), but primarily relates to a
loan facility (c.£1,834k) provided by Dover Harcourt Plc. We analyse this facility within
the Overview and Summary of Company funding section of the Report.

Caracal Gold Plc (formerly Papillon Holdings Plc) and Fandango Holdings Plc

Fandango Holdings Ltd

Total
122,300

Caracal Gold Plc

8,200

Plutus Energy Ltd

6,565

Plutus Powergen Plc

5,080

Total

142,145

•

We note that, as at 31 March 2021, £230,434 was owed to the Company by Caracal Gold Plc (“Caracal”).

•

We further note that, as at 31 March 2021, £197,850 was owed by the Company to Fandango Holdings Plc (“Fandango”).

•

FY21 accounts confirm that post year end, the debts owed to Fandango and by Caracal have been “netted off”. We are advised that this occurred in order to facilitate the reverse
take-over of Carcacal Gold Plc (formerly Papillion Holdings Plc) and was not undertaken to prejudice any class of creditors of the Company.

•

Should an insolvency event occur, however, an Office Holder would review the appropriateness of this transaction, in view of the fact that an ‘asset’ of c.£197k is no longer available,
potentially to the disadvantage of the secured creditor and/ or to the preference of Fandango.
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Financial Position – Trade Creditors
Trade creditors

Creditor Analysis

•

Shown opposite is an analysis of the Company's trade
creditors, as at 31 October 2021.

£

•

Monies due to Dover Harcourt Plc represent the current
interest and maintenance fee which are now due in relation to
the loan facility.

Coomberry Limited

•

Non-payment of such charges, in our experience, is likely to
constitute a breach of the facility agreement. We note that
Dover Harcourt Plc have not formally issued an event of
default, although the Company are on notice of this point.

•

In headline terms, c.50% of trade creditors are over 90 days
old.

•

We are advised, that:Monies due to DMH Stallard relate to costs for the last
aborted transaction.

•

The PKF Littlejohn debt is disputed.

•

An agreement exists with SP Angel such that upon the
event of a future successful RTO by the Company, SP
Angel will be receive a cash repayment of £46k, along
with £50k of convertible loan notes.

•

We are also advised that no monies are owing to HM
Revenue & Customs.

Current

Sept

Aug

July

older

350

-

350

-

-

-

COVA ASSOCIATES

10,000

-

-

-

-

10,000

DMH Stallard

35,119

-

-

-

-

35,119

Dover Harcourt PLC

96,796

96,796

-

Gunnercooke

5,565

3,045

2,520

-

-

-

London Stock Exchange

7,515

-

-

-

252

7,263

PKF Littlejohn

3,660

-

-

-

60

3,600

656

-

-

-

-

656

Share Registrars Limited
SP Angel

•

Total

St Brides Partners Ltd
Total

46,000

-

-

-

-

46,000

60

-

-

-

60

-

205,722

99,841

2,870

-

372

102,638

100%

49%

1%

0%

0%

50%

Source: Aged Payables Oct21
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Overview and Summary of Company funding
Dover Harcourt Plc

£

•

The Company’s investment activities are primarily funded by loan facilities provided by Dover
Harcourt Plc, along with convertible loan notes (£190k).

Gross advances

•

In 2017, Bedford Row Capital arranged a facility of up to £20,000,000 for the Company, with Dover
Harcourt Plc, through the issue of bonds on the Frankfurt Stock Exchange.

Liquidity reserve

(88,986)

Expense reserve

(31,692)

•

To date, net drawdown loans totalling £1,834,278 have been received by the Company.

Interest reserve

(18,052)

•

Loans received from Dover Harcourt Plc are wholly repayable within 5 years (2022) and are secured
by way of a fixed and floating charge, dated 1 November 2017, over the assets of the Company.

•

The loan bears interest of 7.75% per annum, which is paid half yearly in arrears based on the total
loans advanced to the Company.

1,824,854

Less retained reserves:

1,686,124
Less finance costs:
Commission charges (average 15%)

(275,142)

Maintenance fee (£25k/ 6months)

(175,000)

Interest

(271,250)

Use of loan funding

964,732
Less investment costs:

•

Shown opposite is a summary of how the drawdown loan funding has been utilised by the Company.

•

This information has been provided to us by one of the Company’s directors.

Loans re. Recyclus

(378,368)

•

48% of the original net funding has been used to support bond funding costs (c.£721k) or is held as
reserves (c.£138k).

Costs re. Recyclus

(150,000)

Loans re. Alchemy

(290,000)

•

Aborted transaction costs were c.£960k (52%) and Company running costs and expenses
accounted for £300k (16%).

Costs re. Alchemy

(150,000)
(3,636)

Less trading costs:
Company running costs

Loan repayment
•

The Dover Harcourt Plc loan is due for repayment by 31 October 2022.

•

In the absence of the completion of a successful transaction and access to new debt or equity
funding, the Company will not be in a financial position to meet these repayment obligations.

•

If the loan terms cannot be re-negotiated, therefore, the Company may be not be able to avoid a
formal insolvency event. Within the Estimated Outcome section of this report, we explore the
potential outcome to creditors from a liquidation scenario.

Shortfall

(300,000)
(303,636)

Shortfall funded by:
Other loans

190,000

Bounce Back loan

50,000

Connected company loans (by balance)

63,636
-
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Insolvency Tests
Overview
In the context of UK insolvency legislation, there are three principal measures to determine whether or not a company is insolvent:1.

The balance sheet test

2.

The cash-flow test

3.

The legal action test

The balance sheet test
This test looks at whether or not the total value of the Company’s assets are more or less than the total value of the Company’s liabilities.
In the event that the total value of the Company’s assets is less than the total value of the Company’s liabilities, the Company is technically insolvent.
In this instance, as at 31 October 2021, the Company’s assets amounted to £530k and the Company’s liabilities amounted to £2,643k. Accordingly, the Company is
insolvent on a balance sheet basis.
Such a balance sheet is not uncommon for an investment company in the early stage of its activities and the current position reflects the aborted investments to date.
However, given the cash position (see below) and forthcoming loan repayment obligations, this financial position needs to be considered carefully by the Directors.

The cash-flow test
This test looks at whether or not the Company can pay its bills/ debts as and when they fall due.
In considering this test, the Directors should also have regard to whether or not the Company will be able to pay its bills/ debts in the ‘reasonably near future’.
In the event that the Company is unable to pay its bills/ debts on time (whether now or in the reasonably near future) the Company is technically insolvent.
In this instance, the Company has arrears to certain creditors and limited funds to settle such arrears. Furthermore, the Company’s loans from Dover Harcourt Plc are
repayable by 31 October 2022 and, based on present information, the Company may not be in a position to meet these future repayment obligations.
Accordingly, in the absence of new debt or equity funding, the Company could be considered insolvent on a cash-flow basis. Accordingly, the Company’s ability to repay
creditors as and when debts fall due, both now or in the reasonably near future, needs to be considered carefully by the Directors.
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Insolvency Tests, continued
The legal action test
This test looks at whether any legal action has been taken against the Company for any debt to the value of £750 or more. This refers specifically to Statutory Demands, or County
Court Judgements, both of which if unsatisfied are considered sufficient evidence that the Company is insolvent and can not pay its bills/ debts and would, therefore, potentially be
grounds for a Court granting a winding-up order against the Company.
In the event that the Company had an unsatisfied Statutory Demand or County Court Judgement, over £750, the Company is technically insolvent.
In this instance, we have not been informed of any legal action against the Company. Accordingly, the Company does not appear to be insolvent on the basis of legal
action against it.

Concluding comments
Without further funding being made available (or a refinancing of the debt) the Company could be considered insolvent on both the balance sheet and the cash-flow tests (as outlined
on the previous page). Accordingly, the Directors must be mindful of their duties – failure to do so may result in personal liability and/ or disqualification from acting as a director.
We outline the principal duties of the Company’s Directors within the Director Duties section of this Report.

Mayflower transaction
We recognise that the Proposed Transaction and associated Proposed Restructuring forms part of the Directors’ current considerations regarding ongoing trading and may constitute
the Directors’ proposed solution to the current financial position.
The Proposed Transaction may help support the Directors’ decision to continue to trade (if they form the opinion that the Proposed Transaction and Proposed Restructuring have a
reasonable probability of being implemented, and would enhance the outcome for creditors), however whilst exploring this transaction, the Directors must be mindful of their Director
Duties and take care not to worsen or prejudice the position of individual or classes of creditor.
We explore the Proposed Transaction and the Proposed Restructuring later within this Report.
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Director Duties
Duties and responsibilities of Directors
•

Directors are bound by statutory and fiduciary duties to the Company. Chapter 2 of Part 10 of the Companies Act (sections 171 to 177) sets out the general duties of directors and
officers.

•

These include the following:
•

To act within the constitution of the company

•

To promote the success of the company

•

To exercise independent judgment

•

To exercise reasonable care, skill and diligence

•

To avoid conflicts of interest

•

Not to accept benefits from third parties

•

To declare an interest in proposed transactions or arrangements

•

However, when a company becomes insolvent, the directors' duty to promote the success of the Company is replaced by a duty to act in the best interests of the Company's
creditors (section 172, paragraph 331, Companies Act Explanatory Notes).

•

The Company’s Directors may also have additional duties imposed upon them by virtue of the Company’s listed status.

•

Accordingly, given the insolvent position of the Company identified with the Financial Review section of this Report, the Directors must protect the value of the Company’s assets
and minimise losses to creditors as far as possible.

•

Failure to act in the best interests of the Company's creditors and in the event of insolvency proceedings, Directors may be liable for the following statutory offences:-

•

•

Wrongful Trading

•

Fraudulent Trading

•

Misfeasance

•

Preferences

•

Transaction at an Undervalue

We summarise and discuss these statutory offences in further detail within Appendix 3 of the Report.
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Director Duties, continued
Duties and responsibilities of Directors, continued
•

Directors also have a duty to take all proper steps to minimise the potential loss to creditors after becoming aware that there is no reasonable prospect of the Company avoiding
insolvency/ liquidation.

•

However, a director may take the view that it is in the best interests of the Company and its creditors to continue trading out of difficulties, unless they know or ought to have known
that there was no reasonable prospect of recovery.

Civil and criminal liability for Directors
•

If a director is found guilty of breaching their duties and/ or committing a statutory offence the ramifications can be severe.

•

Ultimately the ramifications depend upon the offence commitment, the severity of the impact on creditors and any defence/ mitigation the directors may have. Such penalties,
however, include:•

Fines

•

Contribution to the Company’s assets

•

Repay money to the Company

•

Disqualification from acting as a director

•

Imprisonment (normally limited to fraud and deception i.e. criminal offences)

Legal advice/ limited duty of care
•

Our Report covers advice to the Company on its financial position and options available.

•

It is not addressed to the Directors personally.

•

If the Directors are in any way uncertain of their personal duties, obligations and responsibility, they should obtain independent legal advice.

•

Furthermore, the Director Duties set out in this Report should not be deemed an exhaustive list, but are focussed on the prevalent duties and risk in the context of the Company’s
current financial position.
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The Mayflower Opportunity
Background

Heads of terms – Mayflower Transaction

•

The Company has identified an investment opportunity with Mayflower (the
“Proposed Transaction”), with Heads of Terms being agreed on 25 October 2021.

•

The key terms are summarised opposite.

The Company has the right to acquire MSML and Mayflower’s rights to the Project on
the following basis:-

Overview of opportunity
•
•

Mayflower has agreed through its subsidiary, MSML, to acquire 63.64% of Desert
Star Trading 130 Proprietary Ltd (a company incorporated in South Africa) (the
“Mayflower Transaction”).

•

Assuming all, and complying with, Mayflower’s obligations under the Mayflower
Transaction in respect of the Project (as summarised in the Heads of Terms
agreement);

•

The Company will acquire 100% of the share capital of MSML;

•

In consideration for acquiring 100% of the share capital of MSML from Mayflower:-

Desert Star Trading 130 Proprietary Ltd holds a 100% interest in the Tenements,
Mining Information and Statutory Licences, which comprises the Henkries Uranium
Project in the administrative district of Namaqualand in the Northern Cape
Province of the Republic of South Africa (the “Project”).

•

The Company will issue £1,750,000 in value in shares to Mayflower and its
nominees on completion of the acquisition;

•

The Company will convert 100% of all funding raised by MSML and
Mayflower from third parties prior to completion of the acquisition and
specifically to meet its obligations under the transaction and for the Project,
through the issue of shares; to the third parties for the funding amounts
raised;

•

Upon completing an updated resource in excess of 4.5 million tonnes of
U308 at an average grade of 400 ppm U308, the Company will issue
£500,000 in value in shares to Mayflower and its nominees;

•

Further information in relation to the Henkries Uranium Project is attached
at Appendix 2.

•

The Company proposes, subject to certain conditions, to acquire MSML and
Mayflower’s contractual rights under the Transaction.

•

An exclusivity fee of US$15,000 has been paid to Mayflower in relation to this
proposed investment.

•

The exclusivity period runs for a period of 60 days per the Heads of Terms
agreement, unless otherwise agreed in writing by both the Company and
Mayflower.

•

Upon completing an updated resource in excess of 10 million tonnes of
U308 at an average grade of 400 ppm U308, the Company will issue a
further £500,000 in value in shares to Mayflower and its nominees;

•

We are advised that the exclusivity period should have been 6 months, as agreed
between the parties and 60 days was a drafting error within the Heads of Terms.

•

•

Furthermore, we are advised that Mayflower are aware of the current situation and
the need for the Company to implement a Proposed Restructuring before
proceeding. Accordingly, whilst formal written agreement for a extension of the
exclusivity period has not been received at this time, the Directors are of the
opinion that Mayflower remain committed to the Proposed Transaction.

The Company will issue £500,000 in value in shares to Mayflower and its
nominees on completion of an updated pre-feasibility study on the Project;

•

The Company will issue £500,000 in value in shares to Mayflower and its
nominees upon the granting of a mining right on the Project.

•

There are, however, a number of ‘Conditions Precedent’ applying to the
opportunity.

•

These ‘Conditions Precedent’ are explored further within Proposed Restructuring
section of this Report.
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Proposed Restructuring
Background

Dover Harcourt Plc

•

Based on the conditions precedent included within the Heads of Terms agreement
with Mayflower, the Company’s ability to restructure its current balance sheet is central
to being able to proceed with the Proposed Transaction.

As explained within the Proposed Transaction section of this Report, a number of
‘conditions precedent’ apply to the Proposed Transaction.

Conditions precedent – Proposed Transaction
The Heads of Terms (“HOT”) agreement states that completion will be subject to the
following conditions precedent:•

Completion by the Company to its satisfaction (in its sole discretion) of all
necessary due diligence investigations in respect of Mayflower, MSML, the
Transaction and the Project;

•

Securing commitments to an equity capital raising for a minimum of £2,000,000 by
the Company;

•

Securing commitments from the creditors to convert their debt in the Company at
an agreed discount to the proposed re-listing price;

•

Bond/ loan holders under the Series 2017-F2 Loan Agreement and Debenture
Series 2017-F2 both dated 1 November with Dover Harcourt Plc will agree to
convert their debt under their debenture into equity at 15p in the £ and any charges
over the Company shall be lifted on agreement of the foregoing.

•

Execution of formal agreements as may be necessary which shall be consistent
with, but may be more expansive and precise than as set out in the HOT.

•

Receipt of all necessary ministerial consent, government, regulatory and third part
approvals, in respect of the Project and the earning of the relevant interests as set
out in clause 3 of the HOT.

•

Receipt of all applicable waivers of any applicable pre-emption or similar rights that
have been obtained or have lapsed in respect of the transfer of any interests in the
Project.

The Company’s proposed offer to Dover Harcourt Plc is summarised and discussed
on the following page of this Report.
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Proposed Offer to Dover Harcourt Plc

Dover Harcourt Plc

£

As summarised, the Heads of Terms in relation to the Proposed Transaction with Mayflower
includes a condition precedent in relation to the Dover Harcourt Plc debt, stating that:-

Proposed Equity for Debt Swap

•

Dover Harcourt Plc will agree to convert their debt under their debenture into equity at 15p in the
£, and

O/s interest and maintenance fee
Less. Current bond reserves

(138,730)

Any charges over the Company shall be lifted.

Estimated current net debt

1,782,920

•

In exchange for Dover Harcourt Plc’s agreement to these conditions, the Company is proposing to
make the offer, shown opposite, to Dover Harcourt Plc. It is noted that this suggested offer
proposes enhanced terms compared to the conditions stipulated by Mayflower.

Dover Harcourt Plc o/s debt

1,824,854
96,796

Equity for Debt swap at 15p in the £

267,438

Additional equity negotiation (TBC)

100,000

Potential equity value

367,438

In summary, the Company proposes to offer Dover Harcourt Plc:•

Equity for debt swap at 15p in the £.

•

A further £100k worth of equity, to support the recovery of assets via litigation if need be (subject
to agreement from all parties).

•

Assignment, or similar, of all debts and litigation rights existing prior to the Proposed
Transaction, to Dover Harcourt Plc or the trustees.

In total, the offer to Dover Harcourt Plc has a potential total current value of c.£910k (subject to the
recoverability of the two assigned debts, totalling £541k) and affords Dover Harcourt Plc the
additional opportunity to recover further funds through its shareholding, subject to the success of
future trading activities/ investments.

£

Book Value

EtoR Value

Proposed Asset Assignment
Alchemy Utilities

430,000

150,000

Recyclus Group Limited

391,000

391,000

Potential recoveries

541,000

Potential total value to Dover Harcourt Plc

908,438

Reasonableness of the proposed offer
In considering the reasonableness of the proposed offer, it is necessary to benchmark this against:
•

The alternative Options available to the Company, and

•

The potential Outcome to Dover Harcourt Plc in the event that a restructuring cannot be agreed.
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OPTIONS

Overview

Proposed Transaction/
Proposed
Restructuring

Sale

Trade On

Liquidation

Overview
Current position
As highlighted earlier in this Report
Proposed Transaction

Sale

Trade On

Liquidation

•

The Company is currently insolvent on a balance sheet basis, as its liabilities exceed its assets (the “balance sheet” test).

•

Without further equity or debt funding, the Company is also likely to become insolvent on the basis that it cannot pay its debts as
they fall due (the “cash-flow” test).

Accordingly, the Directors need to be mindful of their duties to act in the best interests of all creditors as a whole when considering the
various options available.

An overview of the options available
The general options available to the Company are highlighted on the left hand side of this page. They are colour coded in terms of
the differing impairment risks they bring to asset and creditor value. The option shown in green potentially preserves the most value
and the liquidation option shown in red potentially carries the greatest risk of a negative impact.
In such circumstances there are a wider range of options available, such as administration, voluntary arrangement, fund raising/ refinancing and investment. However, we note from our discussions with the Directors that the options set out opposite are those under
consideration at the current time.

Directors’ duties
As a result of the current financial position, the Directors should be prioritising the interests of creditors over all other stakeholders.
Accordingly, the Directors should be mindful of their duties and risks as set out in Section 3 of this Report.
If the Directors are in any way uncertain of their duties, obligations and responsibility, they should obtain independent legal advice.
When considering the respective options on the following pages, we highlight any particular matters for their consideration.
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Overview

Proposed Transaction/
Proposed
Restructuring

Sale

Trade On

Liquidation

Proposed Transaction/ Proposed Restructuring
Summary
The Directors continue with the Proposed Transaction and Proposed Restructuring.
Proposed Transaction

Sale

Trade On

Liquidation

Advantages

Disadvantages

Process controlled by Directors.

Increased risk for Directors as they control the process/make
decisions.

If successful, creditors will be repaid (subject to discount
agreed through balance sheet restructuring) from future trading
performance and the existing company will survive.

Support/approval is needed from Dover Harcourt Plc and/or
trustees on its behalf.

Outcome for all stakeholders is likely to be better compared to
alternative options available.

Uncertainty re. recoverability of book debts, potentially reduces
the overall return to Dover Harcourt Plc.

Retains possible upside value for Dover Harcourt Plc from its
shareholding.

Uncertainty on future value of shareholding for Dover Harcourt
Plc.

Avoids an insolvency process. Therefore, no Office Holder
investigations or reporting to the Insolvency Service on director
conduct. Insolvency professional costs (which further erode
value) also minimised.

Directors’ Duties/ Considerations
•

Continuing on this basis caries risk for the Directors in respect of running an insolvent company, and/or through potentially
preferring (‘Preferences’) one creditor over another, and/or Wrongful Trading or Breach of Duty (‘Misfeasance’) claims.

•

Proceeding on this basis should only be considered if the Directors conclude that there is a reasonable prospect of a successful
outcome, based on their assessment of the financial forecasts and overall view on the general commercial risks of the Proposed
Transaction.

•

The wishes of Dover Harcourt Plc and/ or its trustees are central to whether or not this option is viable. Accordingly, discussions
with Dover Harcourt Plc/ the trustees should be instigated as soon as possible.

•

Based on the financial position and limited alternative going concern options, it appears that the Proposed Transaction and the
Proposed Restructuring will offer the best scope to secure future value for all stakeholders, including Dover Harcourt Plc.
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OPTIONS

Overview

Proposed Transaction/
Proposed
Restructuring

Sale

Trade On

Liquidation

Sale
Summary
The Company benefits from a London Stock Exchange listing and a £20m loan facility to fund investment activity.
Proposed Transaction

Accordingly, as a ‘ready made’ investment vehicle the Company may have some appeal.

Sale

Trade On

Liquidation

Advantages

Disadvantages

Potential survival of the Company and repayment of creditors
(subject to Balance Sheet restructuring discussed in
‘Disadvantages’).

With no investments ‘lined up’, other than Mayflower, in our
experience interest in the ‘shell’ entity will be extremely limited.

Avoids an insolvency process. Therefore, no Office Holder
investigations or reporting to the Insolvency Service on director
conduct.

The value of the entity may simply be restricted to the costs
and expenses a third party would incur to secure a stock
market listing.

No insolvency professional costs (which further erode value)
costs.

The Dover Harcourt Plc loan is repayable by 31 October 2022
and the Company is heavily insolvent. Accordingly, an
extensive balance sheet restructure may also be necessary.
No such interest has been received.

Directors’ Duties/ Considerations
•

A sale of the Company is an option to retain value for stakeholders.

•

There is, however, currently no known viable interest in the Company, and it is an insolvent entity.
likely to be possible if there was an associated balance sheet restructure.

•

Agreement would be needed with Dover Harcourt Plc in the event that the remaining bond facilities were to be available for future
investment activity.

•

It seems uncertain (and unlikely) that a sale of the Company would generate greater stakeholder value than the Proposed
Transaction with Mayflower.
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Proposed Transaction/
Proposed
Restructuring

Sale

Trade On

Liquidation

Trade On
Summary
The Company could continue to trade and seek other investment opportunities.
Proposed Transaction

Sale

Trade On

Advantages

Disadvantages

Scope for value enhancement if investments can be identified
and executed.

The Company has no funding available with which to trade on.

Avoids an insolvency process. Therefore, no Office Holder
investigations or reporting to the Insolvency Service on director
conduct.

The Company has limited time to identify and execute new
investments, prior to the repayment of the Dover Harcourt Plc
loan, by 31 October 2022.

No insolvency professional costs (which further erode value)
costs.

Some form of balance sheet restructure and/or renegotiation of
facilities with Dover Harcourt Plc is still likely to be required.

Liquidation

Director risk re. breaches of duties.

Directors’ Duties/ Considerations
•

In the event that other options were not considered viable (in particular the Proposed Transaction/ Proposed Restructuring), the
Directors may decide to continue trading and seek alternative investment opportunities.

•

Continuing on this basis places risk on the Directors in running an insolvent company, and/or through potentially preferring
(‘Preferences’) one creditor over another, and/or Wrongful Trading or Breach of Duty (‘Misfeasance’) claims.

•

Proceeding on this basis should, therefore, only be considered if further funding is forthcoming, the forecasts support this
approach and the Directors conclude that there is a reasonable prospect of a successful outcome.

•

In the absence of identified investment opportunities, no cash funding and given the limited time frame to resolve the position (prior
to the Dover Harcourt Plc 31 October 2022 repayment deadline), such an approach is unlikely to be viable. It is possible,
therefore, that continuing to trade will only worsen the outcome to stakeholders.

•

The Directors should be aware that there is a risk that a creditor may take enforcement action which may result in the situation
unravelling quickly and value being further eroded.

•

If such an approach is to be pursued, the Directors should obtain ongoing legal/ professional advice regarding their positions and
ensure the position for creditors is not worsened.
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Overview

Proposed Transaction/
Proposed
Restructuring

Sale

Trade On

Liquidation

Liquidation
Summary
There are 2 key types of insolvent liquidation: Proposed Transaction

•

Voluntary Liquidation; this is when the directors of a company propose to place it into liquidation and the shareholders vote on
the appointment. The process of placing the company into liquidation and the choice of liquidator is controlled by the
directors/shareholders, with creditors retaining final control over the appointed liquidator.

Sale

•

Compulsory Liquidation; this is usually instigated by a creditor of a company who applies to Court for the liquidation. In such an
event there are a number of issues for the directors to deal with and it can result, very quickly, in the closure of the business.

Trade On

Once a company enters a liquidation process a liquidator sells or realises its assets, usually on a ‘break up’ basis and distributes any
remaining funds to the creditors of the company. It is typically a terminal process and the business closes.

Liquidation

Advantages

Disadvantages

Certainty – the process provides finality

Closure of the business/increased liability levels due to
crystallisation.

Liquidator is responsible for realisation of assets, along with
the agreement and repayment of creditor claims.

Assets realised on a closed basis at breakup values and book
debts may be harder to recover.

Directors’ comply with their duty to act in the interests of the
Company’s creditors by mitigating further losses.

Costly – liquidator/ agents/asset holding costs, all reduce funds
available for creditors.
Liquidator investigations and directors’ conduct report
submitted.

Directors’ Duties/ Considerations
•

Liquidation may result in lower asset realisations, higher costs and reduced (or potentially extinguished) creditor value. A
liquidation may, however, be the appropriate option if it is concluded that all other options, which may retain greater value for
creditors, are not viable.

•

As the Directors will recall, their duty now is to act in the best interests of the Company's creditors – accordingly, prior to
proceeding with liquidation, the Directors should satisfy themselves that all options have been fully explored. The Directors have
certainty and, with the exception of a general duty to co-operate with the liquidator, their duties and powers cease on the
appointment of a liquidator.

•

Administration could be considered as an alternative insolvency option, but it is not clear how this will improve the return to
creditors over and above a liquidation scenario. Administration is also, typically, a more costly process compared to liquidation.
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ESTIMATED
OUTCOME
STATEMENT

Estimated
Outcome
Statement

Assumptions

Estimated Outcome Statement

£'000

Book Value

Estimated to

31.10.21

Realise

Fixed Charge assets
Investments

-

-

-

-

391

196

Alchemy Utilities book debt

-

150

Cash and cash equivalents

-

-

Floating charge assets
Recyclus book debt

Other debtors (bond reserves)

139

139

Less. Costs of Realisation

(70)

(70)

Available for preferential creditors

460

415

Preferential Creditors (Employees)

-

-

Preferential Creditors (HMRC)

-

-

(96)

(87)

364

328

Dover Harcourt Plc

(1,922)

(1,922)

Deficit to floating charge

(1,558)

(1,594)

96

87

Prescribed part
Available for floating charge
Floating charge creditors

Prescribed part b/f
Employee Unsecured Claims

-

-

Trade Creditors

(109)

(109)

Accruals

(231)

(231)

Loan notes

(190)

(190)

Bounce Back Loan
Connected company loans
Deficit to creditors

(50)

(50)

(142)

(142)

(2,184)

(2,229)

Commentary
•

The Estimated Outcome Statement (“EOS”) shown opposite provides an indicative outcome
from a formal insolvency (for example, liquidation or administration) of the Company.

•

Given the Financial Position explored earlier in this report, in the event that agreement cannot
be reached in relation to the Proposed Restructuring to enable the Proposed Transaction to
proceed, it appears unlikely the Company will avoid either an administration or liquidation.

•

The EOS should, however, be considered an indicative outcome from a non-trading
administration/ liquidation and subject to change.

•

The EOS is subject to various assumptions set out in the Assumptions section of this Report.

Secured Creditor
•

The EOS indicates that Dover Harcourt Plc (based on its 31 October 2021 indebtedness) may
receive a return of c.17.1p in the £ (equivalent to £ 328k).

Preferential Creditors
•

There are no preferential creditors of the Company.

Unsecured Creditors
•

The EOS indicates that the unsecured creditors may receive a return of c.12.1p in the £ from
the Prescribed Part.
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OUTCOME
STATEMENT

Estimated
Outcome
Statement

Assumptions

Estimated Outcome Statement - Assumptions
Commentary
The EOS has been prepared based on a certain key assumptions:•

Given the Financial Position explored earlier in this report, in the event that agreement cannot be reached in relation to the Proposed Restructuring to enable the Proposed
Transaction to proceed, it appears unlikely the Company will be able to avoid an insolvency event. Based on the information provided, we do not consider that either a
liquidation or administration will result in a materially different outcome, so the EOS represents an indicative outcome position of an insolvency event (irrespective of the process
used).

•

It is assumed that no value will be realisable from the London Stock Exchange listing once the Company enters a formal insolvency process. We have considered any potential
value to the London Stock Exchange listing/ the Company as a ‘ready made’ investment vehicle within the Options section of this Report.

•

Professional valuations have not been obtained or relied upon and detailed analysis of the 31 October 2021 book value position (for both assets and liabilities) has not been
carried out.

•

It is assumed 50% of the book value of the Recyclus book debt may be recoverable.

•

The Alchemy Utilities book debt has already been written off by the Company, however the Directors envisage c.£150k may be recoverable.

•

It should be noted that the outcomes to creditors are materially reliant on the recoverability of the Recyclus and Alchemy book debts which are subject to a high level of
uncertainty.

•

It is assumed that the bond liquidity (£89k) and bond expense (£32k) reserves, together with the pre-paid bond interest (£18k) reserves are not under the control of Dover
Harcourt Plc and would not, therefore, be available to set off against the Dover Harcourt Plc debt. It is, therefore, assumed that these balances will be recoverable in full.

•

In the event that Dover Harcourt Plc are permitted to set off the bond liquidity, bond expense and pre-paid bond interest reserves, its indebtedness will reduce by £139k and the
funds available to unsecured creditors (through the Prescribed Part) will reduce by c.£27.8k.

•

The charge of Dover Harcourt Plc was created in November 2017 and, therefore, a Prescribed Part would apply. As a result, roughly 20% of realisations available to Dover
Harcourt Plc under the terms of its floating charge become available for the Company’s unsecured creditors.

•

Outstanding loan interest, currently recorded as a Trade Creditor, within the Company’s records has been included within the Dover Harcourt Plc debt and removed from Trade
Creditors for the purposes of this document.

•

Other creditor balances are based on the Liabilities position discussed earlier within this Report.

•

It is assumed that the professional costs and expenses of an administration/ liquidation process may amount to c.£70k (an estimate based on experience of professional costs).
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Contacts

Mark Boughey

Nick Clarke

Partner – Restructuring Services, Bristol

Associate Director – Restructuring Services,
Bristol

Email: mark.boughey@mazars.co.uk
Mobile: +44 (0) 7769727477

Email: nick.clarke@mazars.co.uk
Mobile: +44 (0) 7794031359

Mazars is an internationally integrated partnership, specialising in audit, accountancy,
advisory, tax and legal services*. Operating in 91 countries and territories around the
world, we draw on the expertise of 40,400 professionals – 24,400 in the Mazars
integrated partnership and 16,000 via the Mazars North America Alliance - to assist
clients of all sizes at every stage in their development.
*Where permitted under applicable country laws
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APPENDIX 3 –
DIRECTOR
DUTIES
EXPLAINED

Wrongful Trading

Fraudulent Trading

Misfeasance

Preferences

Transactions at an
Undervalue

Re-use of name

Statutory Offences/Principal Director Risks
Wrongful Trading
•

The Directors could be held personally liable for the Company’s debts beyond the point that it continued to trade if the Directors knew (or ought to have known) that there was no
real prospect of the Company avoiding insolvent liquidation or administration.

•

A Wrongful Trading action, under section 214/ 246ZB of the Insolvency Act 1986, may apply to a person who is or has been a Director of the Company, if:•

The Company has gone into insolvent liquidation or administration,

•

At some point of time before the commencement of the winding up of the Company, or before the Company entered administration, that person knew or ought to have
concluded that there was no reasonable prospect that the company would avoid going into insolvent liquidation/ administration, and

•

that person was a director of the Company at that time;

•

The Court would not make a declaration under section 214/ 246ZB of the Insolvency Act 1986 if it is satisfied that the Directors took every step with a view to minimising the
potential loss to the Company’s creditors as they ought to have taken.

•

It should be noted that a Liquidator/ Administrator would bring such a claim with the benefit of hindsight.

•

The facts which a Director of the Company ought to know or ascertain, the conclusions which they ought to reach and the steps which they ought to take are those which would be
known or ascertained, or reached, or taken, by a reasonably diligent person having both—
•

the general knowledge, skill and experience that may reasonably be expected of a person carrying out the same functions as are carried out by that Director in relation to the
Company, and

•

the general knowledge, skill and experience that that Director has.
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Statutory Offences/Principal Director Risks
Wrongful Trading, continued
Director Risk and Key Observations
•

Identifying the precise point at which the Directors should have realised that there was no reasonable prospect that the Company would avoid going into insolvent liquidation/
administration can be difficult in practice. Accounts may indicate insolvency on the balance sheet test, or creditor arrears/non-payment may indicate insolvency on the cash-flow
test – both of which may be an indicator that the Company may be unable to avoid insolvent liquidation or administration.

•

There are a number of grounds on which such a claim can be resisted, including that Directors had a legitimate and objective view, supported by evidence, that insolvency could be
avoided and that continuing trading was in the best interests of creditors on the basis that this would allow for an enhanced outcome.

•

The burden of proof, however, lies with the Directors, and not on the Office Holder, to show that they have taken every step to minimise the potential loss to creditors as they ought
to have taken.

•

As the likelihood of insolvency increases, or risk indicators are identified, it may be prudent to hold frequent board meetings, document decisions, take independent professional
advice, circulate updated budgets to the board and keep major creditors informed of the situation.

•

Furthermore, the Directors should take steps to avoid incurring further credit and potentially making the position worse for creditors. For example, new goods should be ordered and
paid for upfront, rather than incurring credit.

•

Ultimately, if the Directors reach the point where they conclude that there is no real prospect of the Company avoiding insolvent liquidation or administration, the Directors should
take proactive steps to protect the position of creditors.

Covid Suspension
•

A suspension of wrongful trading under the Corporate Governance and Insolvency Act 2020 was introduced to allow directors to trade during the Covid pandemic without the
unwanted distraction of potential liability.

•

This ‘suspension’ applied from 1 March 2020 until 30 September 2020 and from 26 November 2020 to 30 June 2021.

•

It remains to be seen, what protection this suspension will provide to directors during this period. From an Insolvency Practitioners’ perspective, Wrongful Trading claims have
always been difficult to successfully pursue and Breach of Duty/ Misfeasance claims are often more viable – the suspension discussed here, does not impact the ability of an Office
Holder to pursue a Breach of Duty/ Misfeasance claim and, accordingly, a director who has acted without regard for creditors’ positions remains at risk.
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Statutory Offences/Principal Director Risks
Fraudulent Trading
•

Fraudulent trading means exactly what it says. i.e. trading fraudulently.

•

The legal definition found in section 213/ 246ZA of The Insolvency Act 1986 is:
•

"If in the course of the winding up of a company it appears that any business of the company has been carried on with intent to defraud creditors of the company or creditors
of any other person, or for any fraudulent purpose, the Court may declare that any persons who were knowingly parties to the carrying on the business are to be liable to
make such contributions to company's assets as the court thinks proper".

•

The liquidator/ administrator must show actual dishonesty involving real blame and there must be evidence of actual dishonesty. This can include deliberate inaction of a participant
as well as positive actions to defraud.

•

There is no statutory defence to Fraudulent Trading, however a Director may be exempted from liability if they prove that they did not participate in the carrying on of the business in
that manner, or did not have knowledge of the fraudulent purpose of the transaction.

Director Risk and Key Observations
•

Fraudulent Trading claims are, in practice, extremely rare and the bar is very high for a liquidator/ administrator to demonstrate that a Director has acted with an intent to defraud.

•

If a Director is found guilty of fraudulent trading, the Court can order them to pay a fine and/ or sentence them to imprisonment.

•

The civil sanction for Fraudulent Trading is a contribution to the assets of the Company, and a Director found guilty of fraudulent trading will almost invariably be disqualified.
Creditors may also have a remedy at common law through an action for deceit.

•

In light of the fact that the financial remedy is broadly the same for a Fraudulent Trading claim as it is for a Wrongful Trading claim, unless there is clear evidence of the intent to
defraud, and in circumstances where creditors have been financially impacted by the conduct of directors, it is more commonplace for an Office Holder to pursue a Wrongful Trading
action against Directors, whereby the burden of proof falls upon the Director.
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Misfeasance
•

As discussed earlier in this Report, the Directors have various statutory and fiduciary duties to the Company. However, when a company becomes insolvent, the Directors' duty to
promote the success of the Company is replaced by a duty to act in the best interests of the Company's creditors.

•

Section 212 of the Insolvency Act 1986, therefore, if a far reaching claim available to a liquidator to remedy the actions of “delinquent directors”.

•

Section 212 of the Insolvency Act 1986 applies if in the course of the winding up of a company it appears that a Director has “misapplied or retained, or become accountable for, any
money or other property of the company, or been guilty of any misfeasance or breach of any fiduciary or other duty in relation to the company”.

•

The court may, on the application of the liquidator, or of any creditor or contributory, examine into the conduct of the Director and compel them, to:•

repay, restore or account for the money or property or any part of it, with interest at such rate as the court thinks just, or

•

contribute such sum to the company’s assets by way of compensation in respect of the misfeasance or breach of fiduciary or other duty as the court thinks just.

Director Risk and Key Observations
•

Breach of duty and claims under Section 212 of the Insolvency Act 1986 are actually relatively commonplace in insolvency scenarios, due to the wide variety of ‘wrongdoing’ they
potentially capture.

•

In order to bring a claim under Section 212 of the Insolvency Act 1986, the liquidator would need to be satisfied that a Director has breached their fiduciary duty by failing to act in
the best interests of the Company’s creditors.

•

The types of conduct that can be challenged for breach of duty are broad, but might include gifting assets or transferring them for significantly less than their true value, most
commonly to a connected party (known as a "Transaction at an Undervalue") and failing to treat all creditors equally, by paying one in preference to another (known as a
"Preference").

•

It should also be noted that the Company has a right of action against Directors in accordance with the Companies Act. In practice this means that if a breach of fiduciary duty took
place prior to a company becoming insolvent, it is open to the company, or an Office Holder acting as agent of the company to bring such a claim against directors.
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Preferences
•

When a company is insolvent, the fundamental principle in corporate insolvency is that all creditors of a certain class should be treated equally.

•

Whilst the Company continues to trade, in an insolvent financial position, there is a risk that the Directors may cause certain existing creditors’ positions to improve compared to
another creditor in the same class.

•

Preferences are covered within section 239 of the Insolvency Act 1986.

•

For the purposes of this section, a company gives a preference to a person if
•

(a) that person is one of the company’s creditors or a surety or guarantor for any of the company’s debts or other liabilities, and

•

(b) the company does anything or suffers anything to be done which (in either case) has the effect of putting that person into a position which, in the event of the company
going into insolvent liquidation, will be better than the position he would have been in if that thing had not been done.

•

The Court shall not make an order under this section unless the company which gave the preference was influenced in deciding to give it by a desire to place that person in a better
position than the position they would have been in if that ‘thing’ had not been done. In the case of a preference to a connected party, the desire is presumed, unless the contrary is
shown.

•

The relevant time for a Preference involving a connected party is 2 years and for a transaction involving an un-connected party it is 6 months, ending with the onset of insolvency.

•

Furthermore, an Office Holder would need to demonstrate that at the time of the transaction the Company was insolvent, or became insolvent as a consequence of the preference.

•

In the event that the court is satisfied that the Office Holder has demonstrated that all of the conditions for a Preference have been met, there is no statutory defence.

Director Risk and Key Observations
•

•

An Office Holder has two options available to remedy a breach in relation to a proven Preference:•

Pursue the beneficiary of the Preference for repayment/ restoration of the position; and/ or,

•

Pursue the directors for causing the Preference to take place.

In the event that a Director was pursued in relation to a Preference breach, such a claim would fall under Misfeasance, which is fully explored within this Report.
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•

As discussed, when a company is insolvent, the Directors’ duty is to act in the best interests of the company's creditors.

•

Whilst the Company continues to trade, in an insolvent financial position, there is a risk that the Directors may enter into transactions which are not necessarily in the best interests
of the Company’s creditors.

•

Transactions at an Undervalue are covered within section 238 of the Insolvency Act 1986.

•

For the purposes of this section, the Company enters in a transaction with a person at an undervalue if
•

the Company makes a gift to that person or otherwise enters into a transaction with that person on terms that provide for the company to receive no consideration, or

•

the Company enters into a transaction with that person for a consideration the value of which, in money or money’s worth, is significantly less than the value, in money or
money’s worth, of the consideration provided by the company.

•

The relevant time for a transaction at an undervalue is 2 years, ending with the onset of insolvency.

•

Furthermore, an Office Holder would need to demonstrate that at the time of the transaction the Company was insolvent, or became insolvent as a consequence of the transaction.
This requirement is presumed to be satisfied, unless the contrary is shown, in relation to any transaction at an undervalue which is entered into with a connected party.

Director Risk and Key Observations
•

If a transaction at an undervalue is proven, the court shall make such order as it thinks fit for restoring the position to what it would have been if the Company had not entered into
that transaction.

•

However, the court shall not make an order under this section in respect of a transaction at an undervalue if it is satisfied

•

•

that the company which entered into the transaction did so in good faith and for the purpose of carrying on its business, and

•

that at the time it did so there were reasonable grounds for believing that the transaction would benefit the Company.

In the event that a Director was pursued in relation to a Transaction at an Undervalue breach, such a claim would fall under Misfeasance, which is fully explored within this Report.
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Re-Use of Trading Name
•

Section 216 of the Insolvency Act 1986 (the “Act”) prohibits anyone who was a director, or who acted as a director or who otherwise took part in the management of the Company,
at any time in the period of 12 months ending with the day before the Company goes into liquidation from using any name by which the Company was known, including any trading
names, or a name which is so similar as to suggest an association with that Company.

•

The restriction from using a prohibited name applies for the period of 5 years beginning with the day on which the Company enters liquidation and except, in limited circumstances
prescribed in the Insolvency (England and Wales) Rules 2016 (the “Rules”) or with the permission of the court, a person to whom s.216 applies cannot:
•

be a director of any other company that is known be a prohibited name, or,

•

be in any way, whether directly or indirectly, be concerned or take part in the promotion, formation or management of any such company, or,

•

be in any way, whether directly or indirectly, be concerned or take part in the carrying on of an unincorporated business under a prohibited name.

•

Contravention of s.216 of the Act is a criminal offence which, upon conviction, may lead to imprisonment and/ or a fine. Furthermore, under Section 217 of the Act, it may result in
personal liability for any of the debts of the company incurred during the period of that involvement.

•

There are 3 exceptions to liability under s.216, which are set out in the Rules:1.

If the new company has been actively trading for at least 12 months prior to the liquidation of the old company;

2.

You can apply to court for permission to use the similar name. However, any application must be issued within 7 business days of the insolvency of the old company.

3.

Where the business of the old company is bought from an insolvency practitioner i.e. a liquidator, administrator, supervisor of a voluntary arrangement or receiver. However
this exception only applies if various other requirements are strictly followed (a letter to all creditors and notice in the London Gazette in prescribed form) and this must be
done within the prescribed time limit.
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