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Section 1 Purpose ofthe Joint
Administrators’progress report

Introduction

This is the 17th l)I’ogl’ess I’t’POl’t prepared by the Joint
Administrators (the “Administrators”) o[ Eldon
Street Holdings Limtte(I (“Eldon Street” or the
“Company”).

This report P1’Ovides afl update on the woi’lc that the
Administrators have undertaken and the )I’og1’e55
made since their appoititiflent, with 1)articular focus
on the developments in the six months to 8 .June
2017 (the “reporting period”).

Objectives of the Administration

The Administratot’s have pursued the objective of
achieving a better result for Eldon Street’s c;’cditors
as a whole than would be likely if Eldon Street were
wound up (without fii’st being in Administration).

The specific aims of this Administration were to:

• protect and control Eldon Street’s assets; and
• maxirnise valtie for Eldon Street from its real

estate interests, intercompany debtors and
shareholdings in Eldon Street’s subsidiaries.

Outcomefor creditors

On 24 June 2013, the Court granted the
Administrators permission to make distributions to
its unsecured creditors.

On 6 february 2017, £5.4m was distributed by way
of a sixth interim dividend of L25 in the £. As a
result, £150.7m has now been distributed to the
Company’s unsecured creditors, equating to a
cumulative dividend of 33.42p in the pound.

The Administrators anticipate that a seventh
interim distribution will be made during autumn
2017, although the precise timing and quantum
remain uncertain.

future reports

‘l’he Administrators next progress report to

creditors will be sent in approximately six months.

Signed:

GE Bruce
,Joint Adminstt’ator
Eldon Street Floldings Limited

A V 1.1)01(15, SA I’earsorr, t)A Howell, GE Bruce crud JG Pcrrr were
(IppOilltefl (15 ,Jomt Adniuristrators o/ Eldon Street 1-Iolclings
Limited If) nucinaqe its a//airs, business cind property as agents
tntlzortt pei’sonal liability. The.JoiirtAthniirislratoi’s are licensed
in the United Kingdom to act as insolvency practitioners by the
Institute of Chartered Accountants in England and Wales.

The joint Administrators arc bound by the Insolvency Code of
Ethics which can he/murd at:
https://www.gov.uk/government/pubtications/insolvencyprac
titioner-code-oreth ic.s.

The Joint Administrators are Dat ci Controllers ofpersonal data
as ck’tmecl by tire Data Protection Act 1998.
Pricewaterhousei’oopers LLP will act as Data Processor on their
instructions. Personal data wilt be kept secure and processed
onhj for matters relating to theAdmiaistration.
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Section 2 JointAdministrators’ actions
to date

Overviezv

liclon Street Was incorpoi’atecl as a holding company

lot a number of the I eh1TIan Brothers groui real

estate investments.

On appointment, the key categories of assets owned
l)y the Ct) mpa ny were in terec) mpa ny receival)les and
direct eqtlity investments in Stlt)SiCliaries. EICIC)n
Street’s subsidiaries hold real estate assets.

Administrators’ actions to date

Since their a)poifltmeflt, the Administrators have
taken steps to realise Eldon Street’s key assets,
details of which are set out below.

Intercompany debtors

Creditors will recall that on 24 October 2011, the
Company acting by its Administrators (in
conjunction with other UK affiliates) entered into a
settlement agreement (the “Agreement”) with
Lehman Brothers Holdings Inc. (“LBHI”) and
certain other affiliates previously subject to Chapter
ii proceedings in the USA in respect of
intercompany claims. The Agreement culminated in
plans of reorganisation, which became effective on 6
March 2012.

Pursuant to the Agreement, Eldon Street had claims
against LBHI agreed at $611.35m and 528.56rn for

its direct and guarantee claims, respectively.

Two further interim dividends of S6.7m and $o.3m
were received from LBHI in the reporting period, in
respect of Eldon Street’s direct and guarantee
claims, respectively. To date, Eldon Street has
received dividends from LBHI totalling 215.6m.

future dividend receipts are anticipated from LBHI
on a six monthly basis.

Solvent subsidiaries

As reported previously, in February 2015, five of
Eldon Street’s 10 solvent subsidiaries were placed
into Members’ Voluntary Liquidation (“MVL”), with
a further two solvent subsidiaries being placed into
MVL in January 2016. Total funds received from
solvent subsidiaries are equivalent to £19.9m.

Stibseqtiently, the original live solvent stibsicliaries
were dissolved on 20 November 20 i6, with the
remaining two stibsicliaries dissolved On IC) April
2017.

A further two subsidiaries were clue to be placed into
MVl by April 2017. However, uncxl)ccteCl matters in
relation to third parties have arisen during the
reporting period, which have eatisecl a delay in
moving this process forward. The Administrators
are working closely with the independent directors
al)pointed to the remaining solvent Eldon Street
subsidiaries to seek a resolution of these matters.

The Administrators are still considering the most
efficient approach with regard to winding up the
affairs of the final solvent subsidiaiy to maxirnise the
return to its own creditors. Strategy will at least in
part be intluencecl by the timing of the MVLs of the
two entities referred to above.

The Company continues to make payments on
behalf of solvent stIl)sidiaries, which have no readily
available cash. Such payments are only l)emg made
where the Administrators expect recoveries from the
subsidiaries to significantly exceed tile costs being
borne. As reported previously, the Administrators
have taken steps to transfer the joint venture
investments into a single subsidiaiy to mitigate
ongoing costs.

Eldon Street also holds funds on behalf of some of
the solvent subsidiaries, which do not hold
independent bank accounts. These funds have been
disclosed in the receipts and payments account as
‘Funds held on trust’. It is anticipated that these
funds will be distributed in specie to Eldon Street in
due course. No other significant receipts are
expected from those entities.

Investigations

Nothing has come to the Administrators’ attention
during the reporting period to suggest that they need
to do any more work in line with their duties under
the Company Directors’ Disqualification Act t986
and Statement of Insolvency Practice 2 (“SIP2”).

Joint Administrators’ progress report for the period 9 December 2016 to 8 June 2017 I 4



Outstanding matters

‘I’he CompanY remains in Administration to realise
its assets, which are )riflcipal1y dividends clue from
its remaining solvent sui)sidiaries and I Bl—l 1.

Tax

‘t’he c)rpOration lax teturn for the 2015 period has
t)eefl stli)mitteCi anti f-I M Revenue & Customs
(‘ H M RC”) has until j i July 2018 to enquire into the
return. The corporation tax rettirn for the period
2016 will l)e submitted before the 8 I)ccember 2017

year end.

Budget 2016

The 2017 Finance Bill published by the UK
government on 20 March 2017, included legislation
in respect of changes to the use of corporation tax
loss relief that was expected to apply from April
2017. However, as a result of the general election
having been called, the pre-election Finance Bill has
been truncated and measures relating to corporation
tax relief have been omitted. It will be a matter for
the newly elected government to determine the
extent to which the provisions envisaged in March
2017 will be applied in a new Finance Bill.

The Administrators will provide further
commentary on the implications of this in future
reports as and when there is more clarity from the
UK government.
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Section 3 Statutory and other information

C’ourt details fi)r the High Couit of •Justice, Chancery I)ivision, Companies Court — case 11056

Administration: of 2008

Mtlt nctme: Eldon Street Ft oldings I imited

‘hadinq name: hiclon Street 1-loldings Limited

Itegistered number: 04108165

Registered address: 7 More Lotidoii Riverside, London, SEE 2W!’, United Kingdom

Date 0/the 9 I)ccember 2008

Administration
appointment:

CurrentAdministrators’ names DA Howell, AV Lomas, JG Parr, SA Pearson and GE Bruce of
and addresses: PricewaterhouseCoopers LLP, 7 More London Riverside, London, SEi

2RT.

Appointer’s name and address: The directors of the Company, 7 More London Riverside, London, SEi
2RT.

Objective being pursued by Achieving a better result for Eldon Street’s creditors as a whole than
the Administrators: would be likely if Eldon Street was wound tip (without first being in

Administration).

Division of the In relation to paragraph 100(2) of schedule Bi to the Insolvency Act
Administrators’ 1986, during the period for which the Administration is in force, any act
responsibilities: required or authorised under any enactment to be done by either or all

of the Joint Administrators, may be done by any or one or more of the
persons for the time being holding that office.

Details ofany extensions of the The High Court of Justice, has granted five successive extensions to the
initial period of appointment: Administration period to: 30 November oio; 30 November 2o11; 30

November 2013; 30 November 2015; and 30 November 2018.
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Section 4 financial information

Receipts and payments account

An aiccotint of the Uecei1)ts and paymeflts k)r the six
months to 8 1111W 2017, and a ctirnulativc total since
commencement of the Administration, is set out in
Section 5.

Key moVements in the reporting l)C1ioCl inciticle:

• i)ividencls totalling $7m received from
IA3HI;

• A ayrnent of £ 178k 1)1Us VAT relating to
Administrators’ fees and disbursements;
and

• A payment of behalf ot subsidiaries ot’ £32k
plus VA’!’.

Administrators’ expenses

As required by Statement of Insolvency Practice 9
(“SIP9”), set out in Section 6 is a statement of
CXI)CflSS incurred by the Administrators since their
appointment, together with an estimate of future
expenses.

Administrators’ remuneration

In February 2009, the Administrators requested
and received approval from Eldon Street’s creditors
for the Administrators’ remuneration to be fixed by
reference to the time properly given by them and the
various grades of their staff. The Administrators
were also authorised to draw their remuneration
from time to time.

In accordance with SIP9, the following information
has been provided in Section 7:

(i) an analysis of the Administrators’ time costs for
the period i December 2016 to 31 May 2017,

together with cumulative time costs from the date of
the Administrators’ appointment; and

(ii) a summary of the Administrators’ time costs for
the period i December 2016 to 31 May 2017

including the key categories of work undertaken, a
description of why the work was necessary and
whether or not the work was of financial benefit to
the creditors or if it was required by statute.

As at 8 June 2017, the Administrators had drawn
remuneration of £3.1m plus VAT in respect of time
costs incurred to 28 February 2017.

Time costs br the six months to 31 May 2017 tolal
£162,807 plus VA’t’, which represents 427 hours at
an average hourly rate of £:8 i.

Disbursements

The Administrators are not recitoiteci to seek
approval to draw CXCfl5C5 or tliSl)tlrsCmCflts unless
they are for shared or allocated services provided by
our own firm, including room hire, doctiment
storage, photocopying, communication facilities.

These types of CXI)CHSCS are called “Category 2”

disbursements anti they must be directly incurred on
the case, subject to a reasonable method of
calculation and allocation and approved by the same
party who approves the Administrators’ fees.

Category 1 disbursements comprise payments to
third parties, for example in relation to travel costs
and insolvency office holders’ insurance.

The Administrators’ expenses policy allows for alt
properly incurred expenses to be recharged to the
Administration.

The Administrators inctirred Categoiy 1

disbursements of £5 in the six months from 1

December 2016. These have not yet been paid. No
Category 2 disbursements were incurred or paid.

Creditors’ rights

Creditors have tile right to ask for information and
challenge an administrator’s fees if they believe that
they are too high. You can find an explanatory note
online at:

http://www.icaew.com/—/media/corporate/files/te
chnical/insolvency/creditors%2oguides/a%2ocredi
tors%2oguide%2oto%2oadministrators%2ofees%2
0o10407.asbx

Creditors can request a paper copy
guide free of charge by
Lehman.affiliatesuk.pwc.com.

of the above
contacting
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Section 6 Expenses

‘l’he tal)le below pmvicles details of the Administrators’ eXpenses. EXI)enses are defined as amf)tlnts payable by the
Administrators from the estate; they include the Administrators’ tees but exclude clistril)tttions to ereclitors. ‘l’he tal)le
also excludes paymt’nts made on l)ehahf of stII)sidiaries and anY potential tax lial)ilities that may be payable as an
Administration expense. ‘l’ax amounts t)ecoming due will depend on the l)ositioH at the end of the accounting l)eFio)d
and the impact of any tax returm.

The tal)le should be read in conjunction with the receipts and payments account in Section 5, which shows expenses
actually l)aid dtiring the period and the total paid to) date.

In estimating future expenses, assumptions have been macic relevant to the annutal run rate and length of the current
period c)f extension, where appropriate.

Bioti gh t forward men rred
. Paid in Estimated Anticipatedfrom preceding and not
. the period future totalperiod paidCumulative
£k £k

Legalfees 742 23 765 - 350 1,115

Pen sion rela ted
209 209 - 209

legal costs
Emyee wages
and associated 802 28 830 200 1,030

costs
Administrators
rem uneration

3,018 178 3,196 57 1,100 4,353and
disbu rsem en ts

Insurance 314 - 314 - 100 414

Statutory costs 55 ii 66 - 36 102

Other supplier
costse.g.bank 140 - 140 - 50 190

e h a r g es

Irrecov erable
VAT

816 45 861 11 344 1,216

Total 6,096 285 6,381 68 2,180 8,629

Joint Administrators’ progress report for the period 9 December 2016 to $ June 2017 I 9
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Summary ofthe JointAdministrators’ time costsfor the periodi December2016
1031 May 2017

Accounting and treasury - £30,674

An essential function tor the management of funds held i)y the Administrators on behalf ot the Company, the
Administrators’ treastiiy and cash management teams monitor and control (lie moVemeflt of funds, mitigate risk
and seek to maximise the interest macic on investmeins kw the benefit of the Company’s creditors. In the
reporting j)eriodl, interest of c.L 16.9k has i)een generated.

Activities include:

• Reconcihation of bank accounts;
• Provision of information for the ptirpose of stattitoiy reporting;
• Arranging receipts and l)aYments a nd coding ot movements:
• Monitoring flow of funds into bank accounts;
• Managing hinds in various institutions in order to mitigate risk;
• Veri’ing creditor payment details and processing sixth dividend payments;
• Dealing with hinds on the money markets and inputting deals; and
• Dealing with funds held on behalf of subsidiaries and management of receipts and payments.

Strategy and planning - £31,018

The Administrators and their staff continue to invest time in the planning and delivery of their strategy for the
progression of the Administration. The Administrators consider that their actions support their objective of
achieving a bettei’ result for the Company’s creditors as a whole than would be likely if the Company were wound
tip (without first being in Administration) and anticipate that the Company will be dissolved after conclusion of
the Administration.

Activities include:

• Review of the strategy for the Administration in relation to various matters and regular team meetings
to consider case progression;

• Review of assets in subsidiary companies and discussions regarding how these can be best managed in
order to achieve closure of the subsidiary estates;

• Liaison with the independent directors of two of the remaining three solvent subsidiaries regarding
matters arising in relation to third parties and the impact on the timing of placing those entities into
MVL;

• Discussions with stakeholders in regards to this strategy;
• Distribution strategy and planning;
• Review of financial information including updating the estimated outcome statement; and
• Updating strategy documents.

Asset realisations - £668

The Administrators continue to invest time realising assets for the benefit of creditors.

Activities include:

• Managing receipts of dividends received.

Creditors and distributions - £19,459

Activities include:

• Preparing and advertising notice of intended dividend for the sixth distribution;

Joint Administrators’ progress report for the period 9 December 2016 to 8 June 2017 I ii



• (Thicijiation the sixth interim dividend to unsecured d’I’editf)rs;
• Up(lating the estimate(I otitcome statement;
• Main taming creditor schecluties; anti
• Responcli ng to cued itor (Itleries.

‘I’hese activities are in accordance with the Administrators’ statuitoiy duties.

Statutory and complianec - £38,962

‘I’hc lollowing tasks were tincleitaken in accordance with the Administrators’ statutoiy obligations or internal
compliance:

• Preparation of Administrators’ i6th progress report, including circulating pmgress report to creditors;
• Statutoiy filings at Companies House and Court;
• Preparation of receipts and pilyments account for reports to creditors;
• Preparation of detailed remuneration stimmaly;
• Undertaking the Administrators’ six monthly case review summaty;
• Maintaining case tIles, website and database;
• Review of impact ot new requirement to maintain a register of people with significant control; and
• Consideration of the Administrators’ SIP2 obligations.

Tax and VAT - £42,026

‘l’he following tasks were undertaken in accordance with the Administrators’ statutory obligations or internal
compliance. In addition, certain tasks were undertaken for the benefit of creditors.

• Consideration of strategy with the tax team;

• Preparation of post-appointment tax computations;

• VAT reconciliation and preparation of VAT returns to account for the Company’s output tax;

• Senior Accounting Officer work;

• Discussions regarding tax provision;

• Analysis of the tax implications of subsidiary distributions;

• Review and submission of the tax computations for 2015; and

• Commencing preparation of tax accounts for 2016.
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Section $ Estimatedfuture costs and other
matters

‘11w Administrators continue to actively I)Ii)gress all matters )ertaining to the estate. ‘lliis inclttcles liaising with the
liquiclators and independent directors of Elcion Street’s solvent sul)si(lianes and collecting distributions from these
entities and LBI—lt.

The Administrators estimate that their future time costs to complete the Administration will l)c c.Li. im, broadly
analysed as follows:

Accounting and treasury 120

Strategy and planning 450

Asset realisations 100

Creditors and distribtitions 120

Statutory and other compliance 120

‘Fax and VAT 150

Disbursements 40

1,100

The above figures assume that:

• the Administration will contintie to 30 November 2018, when a further extension would be required;

• time costs relating to compliance and maintenance of tile case will be incurred at a similar rate to tile

reporting period; and

• there will be at least two further distributions to creditors.

In addition, tile nature of the work and benefit for creditors and / or whether it needs to be undertaken for statutory
or regulatory reasons will be as outlined in Section 7 with regards to activity for the six months to 31 March 2017.

During the next six months the Administrators will continue to comply with their statutory obligations as
Administrators and officers of tax, and deal with the remaining solvent subsidiaries.

Relationships

The Administrators have no business or personal relationships with tile parties who approve their fees or who provide
services to the Administration where the relationship could give rise to a conflict of interest.
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Dctails ofsubcontracted work

(‘ertiin centraliset! services are undertaken On l)ehahl of l’Jdon Street l)y employees retained I)y I .BI F aTRI I J Xl’
Warehouse Limited; this includes the Provision (d certain tax and VA’t’ services and key staff resource, of which the
indirect benefit Ii) the Companys creditors is thrc)ulgh cost savings from the centralisation of services. The costs of
such st’rvices ale recharged to Eldon Street on a time costs basis. In the reporting period, El(Ion Street has paid e.t28k
in rehltif)fl to the services detaile(l below.

Service provided Name of firm / Reason selected Basis of fees

organisation

‘lax Services LBIE Prior/lndustiy . ‘t’ime costs

knoWle(lge

Portf’olio Management LB SF Warehouse Prior/lnclustiy ‘l’irne costs

Limited knowledge

Legalftrms

The Administrators have instrticted the following professionals to assist with various legal matters arising in the
Administration. In addition, the directors of the subsidiaries have instructed Reed Smith LLP.

The selection of individual legal firms is determined by the jurisdiction and nature of the advice being sought, and
whether a conflict exists.

Service provided Name of firm / Reason selected Basis of fees

organisation

Legal services Linidaters LLP Industiy knowledge Time costs

Legal services Reed Smith LLP Industry knowledge Time costs

All professional firms instructed by the Administrators are required to provide a narrative explanation in support of
invoices. All invoices are reviewed before being approved for payment. The Administrators are satisfied that the level
of legal costs are appropriate.
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