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Introduction 
 
RUSSELL DOWNS: This is a statutory meeting of clients and creditors for Beaufort Asset 
Clearing Services ("BACSL") and Beaufort Securities Limited ("BSL"); both companies are 
in administration. My name is Russell Downs; I am a partner in the firm PwC and 
administrator to both companies. For statutory purposes, I am also the chairman of the 
proceedings this morning. On the top table with me is Nigel Rackham, my co-administrator 
and a director in the PwC team. We also have Linklaters here today as our legal adviser. 
 
Attending this meeting today, the majority of the people in the room are clients of the firm, 
both individuals and corporates represented by proxies. There is a range of clients, from small 
balances to relatively large balances. We have a smaller group of creditors in the room; that is 
trade suppliers and employees, both past employees but also current employees as well.  
 
I should say that this is a closed meeting. The press have not been invited here and we do not 
believe that any press have registered. We are inclined to include everyone in this meeting 
unless there is a strong view to the contrary, so we will proceed. I had invited the directors to 
see if they wanted to attend but they have declined to attend this meeting; I asked if they 
wanted to provide a statement but they chose not to.  
 
The agenda for today is that I will make some opening comments, we will have an 
opportunity for questions and then we will move to the formal voting. There are a number of 
nominations for the committee and that is where we will have to focus. The results of this 
meeting will not be made available today; they will be communicated after the meeting once 
we have had the opportunity to calculate all of the votes. They will be posted on the website 
once they are available. 
 
The purpose of this meeting for both of the companies is to approve the proposals and to 
move to appoint a committee, and it is critical that we elect a committee that is representative 
across all of the community of clients. Our proposals are set out in our document that we 
circulated on 20 April and they are really quite simple: from the BSL point of view, we 
would hope that we can achieve a better result for creditors as a whole than it is likely in a 
liquidation. BACSL is Beaufort Asset Clearing Services and that has the critical role to return 
client assets, both by way of money and also assets. As we have talked about it, it is our 
distribution plan which is at the centre of that operation. Both of those activities will be 
enhanced by forming a committee, and we are hopeful that we can achieve that today. That 
committee is critical to work with us during the months ahead. 
 
We would encourage that everyone here, whether by person or proxy, votes for the proposals. 
We appreciate that getting caught up in an insolvency situation is challenging for all 
stakeholders; more so in the circumstances in which these firms failed; for employees who 
have the uncertainty about whether or not their employment continues, for suppliers who 
have concerns about the collectability of their debts, and of course for the majority in the 
room, for clients; how long until their assets are returned. Here, we are very mindful of the 
expectation and beliefs of clients that when they contemplated a segregation of their funds, 
that meant they would be returned without delay and without deduction for costs. 
 
Our proposals will be that the distribution plan provides a route map to make an asset return 
in September. We think that is a great achievement in prospect in the circumstances. If we 
can get that proposal agreed and sanctioned and get clients coming in behind it, we believe it 



will make the biggest difference to clients in this situation overall; it is the best way, 
critically, to keep all of the costs under control. We said at the outset that our objective was to 
return assets to the fullest extent, as expeditiously as possible. By moving forward today, 
agreeing the proposals, working with a committee in due course to agree a distribution plan 
we believe will meet that objective. We do appreciate the concerns over the last days over 
costs; we recognise the challenge and the reaction to utilising client assets and client money 
to pay for the process and we are sympathetic to the range of views as to how costs should be 
allocated in the circumstances. 
 
We see, and we are aware, that a number of you have already decided that you are going to 
vote against the proposals; we balance that with a number who have already indicated that 
they will support them. To those who have indicated that they are minded to reject the 
proposals, we would make these comments, and those amongst you who are undecided we 
would emphasise the following factors: the company has gone through a major catastrophic 
event in terms of its closing under very dramatic circumstances; the administrators and our 
team have worked hard to deal with and contain the uncertainties created by that process. The 
distribution plan, we believe, gives a creditable strategy to pursue, as we say, to bring to a 
situation where clients have an asset return in September.  

 
If you choose not to follow through on the proposal, we think that those uncertainties will be 
perpetuated and indeed enhanced. I mean that in two respects: one, they will increase costs, 
not necessarily of course from the high estimate of 100 million but more so from a level of 
reasonable costs where assets are returned by the end of September; similarly, it will delay 
the process so that assets will not be able to be returned before that time. For those reasons, 
we would strongly support that the proposals be accepted, that we can move to appoint a 
committee and we can then focus 100 per cent on the distribution plan. 
 
Background to our appointment 
 
The companies have been attempting to grow for some time, the clients in the room will 
know their own circumstances in which they had become clients; from our perspective, we 
have seen that the companies have tried to grow organically but also through the acquisition 
of clients from other firms by way of acquisition of client lists. There are a number of 
companies in the group of relevance. The shareholding company, Beaufort International 
Associates, is not in an insolvency process; it provided equity to its two key subsidiaries, 
Beaufort Securities Limited and Beaufort Asset Clearing Services. Those are the two 
companies in administration. Clients would typically contract with Beaufort Securities 
Limited, but Beaufort Asset Clearing Services Limited held and managed the 
customer-facing activities. The assets were, in the main, held through a number of nominees, 
mostly in dematerialised form and predominantly in a single omnibus account, and that binds 
all of the client positions together. 
 
You may also be aware of a Beaufort Mauritian company, and that company is outside of the 
companies that I have talked about. 
 
I have referenced already the very dramatic intervention by the FCA in the UK, but we 
should also not forget by the Department of Justice in the United States. That has left 
Beaufort Securities and other connected individuals charged with criminal proceedings and it 
brings a real overhang to this situation. 
 



At the same time, the FCA moved to place intervention orders on the firm, which had the 
effect of limiting its investment activity and its ability to continue to trade. At the same time, 
it took steps to seek the appointment of administrators through an administration order, and 
that order was made on 1 March. In those circumstances, my PwC team and I had very little 
time to prepare and do any contingency planning. Our focus was around ensuring we had a 
key message to deliver at the outset, but also ensure that we could safeguard the firm’s 
critical systems and data, which would be fundamental to be able to take this process 
forward. 
 
Since our appointment nearly two months ago, we have brought stability to the operations, 
we have reduced the head count in London and we have closed the two regional offices. We 
have protected and we have safeguarded data and, critically, we have ensured that the 
operations can continue and we have the right people to support and focus on a distribution of 
assets; that is people and systems to support the business whilst we move our distribution 
plan forward. 
 
We have taken control of the client money and client assets, that is physical control as well as 
carrying out a comprehensive review and diligence exercise of the books and records to 
assess for any issues arising. We moved quite quickly to try and give clients reassurance that, 
actually, from a stated level of client assets, with a few issues to the side, we have found that 
the asset client money pool and the client asset pool were largely intact and not short by any 
material amount. 
 
We have also explored how assets might be returned from an infrastructure point of view and, 
hopefully, if you have not seen already you will later on, in your emails, an invitation to sign 
up to a portal, which is a critical first step to confirm your client balances or otherwise raise 
queries to them that we can work through. We have had a big exercise to communicate with 
clients, through a call centre, through messaging through our website, through various 
bilateral meetings and today in terms of presenting these proposals. We have also worked 
closely with the FCA, and of course the FSCS, who will have a key role to play in this 
administration going forward. 
 
From a forward-looking context, Nigel will talk about the distribution timeline and give some 
commentary on costs. 
 
Thank you.  
 
Timeline for distributions 
 
NIGEL RACKHAM: Thanks, Russell. As Russell said, I am Nigel Rackham, one of the co-
administrators here. You have in front of you a brief timeline; obviously, we have published 
more materials, which I would encourage you to read but I will not go into all the detail of 
that. I just want to say, as a preamble, we are acutely conscious and aware of concerns about 
repatriating assets as quickly and as cheaply as we possibly can. We had looked at many 
options before we announced this distribution plan and really looked to push the boundaries 
of what we could do within the confines of the legislation here, which is complicated; we 
have concluded that, for various reasons, this is the right approach. In particular, we were 
mindful of the uncertainties regarding the books and records of the company and the systems. 
We have done a lot of work to reconcile the different firms’ systems, of which there were 
several, and also reconciling those systems with the external custodian reports that we 



obtained. As you will appreciate, the firms closed rapidly, there were a number of 
transactions in flight over the day of the administration itself and, clearly, nobody had 
prepared in any way, shape or form for this event. 
 
Whilst we have got more comfortable the more reconciliation work we have done, there are 
some key uncertainties in relation to the books and records. I will just go through a few of 
those in case they are not obvious. First, the nature of the records themselves, as many of you 
know, the companies had gone through a major systems migration in the autumn and that had 
been quite a challenging process for the company itself; certainly, those challenges have 
persisted for us. To give you an example of some of the issues that the companies were 
facing, which we have still been attempting to unravel, some rogue data found its way into 
particular client accounts – that is data not assets – but that data was then viewed on the 
company’s portal, acted upon by some clients, who chose to sell assets to which they had no 
entitlement, and that has created short positions in certain stocks. In fact, in certain stock 
positions there are, overall, short positions. Clearly, that will impact other clients who were 
properly entitled to those stocks. We have attempted to unravel a whole load of reasons for 
discrepancies in records between what the custodians’ record and what is in the company’s 
books and records, but those sorts of issues have been very challenging for us. 
 
Secondly, one of the reasons why we are all here is because of the allegations of securities 
fraud in the US; indeed, the firms themselves have been charged by the Department of Justice 
in the US. We have not had a huge amount of information about the background or the details 
of those allegations as yet, we anticipate more enquiries will ensue in that regard, but, 
critically, we are not able to assess whether pre-administration there were just a few bad 
apples in the organisation or whether there were some more systemic issues. But, clearly, in 
our investigations, we have looked into things like compliance and we have identified there 
were a number of compliance weaknesses, absence of proper know-your-customer checks on 
certain clients and so forth. These sorts of fraud issues naturally give rise to a concern about 
manipulation of the actual books and records themselves; in addition of course to having 
potential fraudsters amongst the clients, not that I am suggesting anyone here in the audience 
is in this position, but within our client records we recognise there will be a number of parties 
of interest to the authorities. 
 
In light of that work that we have carried out over the last couple of months, we have 
concluded that we just cannot rely 100 per cent on the books and records of the company as 
being a record of what you are properly entitled to, so we decided that we had no alternative 
but to go through a proper verification process. We have literally just announced – and that is 
purely by coincidence – we have had a separate team working on producing a new portal that 
will be used throughout the administration and it has literally just gone live overnight, so if 
you have not seen information on that already you will very shortly, be getting information 
either by email or through the post. The purpose of that exercise is to put out, on a 
client-by-client basis, what the companies’ books and records indicate you are entitled to. 
There is an opportunity for you to check that information, to feed back if you see any 
discrepancies; it is also an opportunity for you to formally opt into FSCS compensation if you 
are eligible for that as well. That is a very important step. 
 
That portal opening has been accompanied by a bar date being announced. The bar date is in 
a month’s time. The bar date process, together with a legally sanctioned distribution plan, 
will enable us, come September, to be able to transfer money and assets with legal certainty 
that those transfers cannot be disturbed. So, no matter how much uncertainty there is in the 



books and records, the process we are going into should give that legal certainty which 
otherwise we wouldn’t be able to give. Obviously, the opening up of the portal and bar date 
will flush out any issues with the accuracy of the records. That may entail us to do a lot of 
work over the summer; we will have to see the results of that pan out. 
 
The distribution plan itself – and I would emphasise that that is not what you are voting for 
when you look at the proposals today – is being worked on. Critically, it will be developed 
with you, with the clients; it will be your plan. We will put it out for consultation, and once 
we have a committee established the committee will have a key role in signing that plan off. 
In addition, the court has to sanction the plan. We hope that will be around the end of July, 
before the court recess. The timing leads towards a distribution in September, assuming that 
reconciliation issues are manageable in that period, there is a three-month period between the 
bar date and the date when we can actually make a distribution.  
 
The plan itself will have to cover a number of aspects around the mechanics of the transfer, 
we have indicated that there will be a nominated broker; that is not to say that people cannot 
choose their own brokers if they wish, we will need to facilitate that, but we will need to 
have, certainly, a default position for parties to move to. It will also deal with FSCS 
compensation.  
 
In terms of the transfers themselves, I accept that these will probably be tranched, we aim to 
get the vast majority by number and hopefully by value transferred out in September, but we 
anticipate there may be complex client positions that will need more work and will have to be 
dealt with later. Hopefully, we can facilitate that within the plan.  
 
The plan will deal with costs reserving and allocation, and I will come on to talk about that in 
a minute; I appreciate that is a really hot topic for people here. It will have to deal with things 
like debts being owed to the firms and it will have to deal with things like the potential 
liquidation of securities, which I emphasise we anticipate will be a last resort. We are very 
conscious of issues which have been very apparent from the records and also raised with us 
by particular clients around illiquidity of certainty assets, and nobody here wants to sell 
illiquid assets into a difficult market, so we are very acutely aware of that. 
 
As I said, it may be some time before we can deal with all client entitlements. Some of the 
more difficult situations may include combinations of the following: gone-away or 
untraceable clients, deceased individuals and struck-off corporate clients; non-compliant 
clients, I have already talked about the fraud suggestion but we will need to go through things 
like sanctions checking. There will be “difficult to realise” or unrealisable or tainted assets 
within the portfolio we will need to deal with, and there will be a number of regulatory and 
legal constraints around particular assets and clients; particularly mindful here about the 
criminal investigations. We will, build additional modules onto the portal that we’ve just 
opened up, to facilitate the communication and transfer process. That is already underway. 
 
 
Cost 
 
I have outlined some of the more challenging aspects of the plan, which plays into the 
question of costs and costs reserving, which I know is a matter of concern, emotion and 
debate, and I am sensitive to that and we have had a lot of feedback on that. Firstly, I would 
say there has been some confusion amongst some clients about what “ring-fencing” means in 



the context of the CASS rules. We are subject to the investment bank special administration 
regime here, which specifically deals with how the costs of dealing with client money and 
assets and the repatriation of the client money and assets costs are dealt with, and there is 
nowhere other than the client money and client assets that can bear those costs. There is no 
solvent house estate here; there is no other route where those costs can be paid. 
 
The good news is that we anticipate for 90 percent plus of our creditors’ clients by number, 
we expect the compensation scheme to be the party that will meet the costs in relation to 
those clients, and clients should not see any loss in that regard. I appreciate, however, that 
that is scant consolation to the people who are not in that 90 percent. 
 
There are two important ingredients here: one is the costs themselves and the other is how 
they are allocated. We will do all we can, in consultation with you, to manage these costs to 
be as low as they can be. We will work closely with the committee and indeed the wider 
client base to consult in terms of the process in that regard. We will also consult on how the 
costs should be allocated. There is no right answer to allocation. I have had a number of 
conversations with people who have explained how their situation is unique, how they are 
very simple, how it should not cost much to deal with; unfortunately, you are all caught up in 
this situation. We have considered something like a flat allocation across all clients; we 
anticipate that will unfairly penalise clients with small positions; equally, a pro rata value 
allocation will probably unfairly penalise people with larger positions. So, we have looked at 
something like a sliding scale, and it is that sliding scale that we would start as a basis for the 
consultation on, but we accept there is no right answer and we will listen to feedback. 
 
We are also conscious that, if we are basing costs on value, that valuation will be a tricky 
issue. We have done some work around valuation but not a lot because we want to build on 
that process through the distribution plan, and we did not want this to become a major 
exercise of valuation of what in some cases will be difficult to value stocks. But, clearly, the 
denominator in the equation will be key here. In some of our straw-man calculations we have 
taken a very prudent view at this point in time for the potential value of some of those illiquid 
stocks, which means that that is where something like the 40 per cent starting position for a 
sliding scale comes from; but, clearly, if the assessment is that the value of the stocks is 
higher, the cost can be spread, the percentages will come down. 
 
Whatever the costs might be, the key thing here is that we are looking to make a reserve early 
on. The reason for that is important. Because the only place we can take the costs is from the 
client money and client assets, if we get the number wrong and it is too small then those 
clients who are left at the end of the process will be left to pick up the bill, and that is not 
going to be fair on them, so in the interests of fairness we want to make an early reserve so 
that when we make that distribution in September we can put a pot of cash to one side to 
meet potential future costs. Hopefully, it will be much bigger than it needs to be and it can be 
repatriated, but we can’t leave the danger that it will be too small. So we will consult on how 
big the pot will be; again, from a straw-man perspective we have said, if this process lasts 
four years – and I will come on to talk about why it might take a long time – and there are 
lots of complexities of the ilk that I’ve just mentioned, that it could be as high as £100 
million.  
 
I will come on to talk about some of the ingredients in that because that is not all 
PricewaterhouseCoopers’ fees, but there are operational costs. We have retained, as Russell 
said, around 35 people, we do have staff costs, we have substantial IT costs, systems and 



infrastructure, there is still an office in London; we will manage those costs as best we can 
but we think it is more efficient to be paying somebody’s staff costs rather than using 
expensive professionals where we possibly can, so that has been our objective.  
 
We do have legal and advisers’ costs to bear in mind. We do, obviously, have the costs 
associated with the PwC team. We have had, in the eight or nine weeks since we have been 
running, on average, about a full-time equivalent of 30 PricewaterhouseCoopers’ staff 
working on this assignment, dealing with the various aspects, be they forensic accounting, 
legal, developing plans, communications and so on. There are also funding costs associated 
with a loan we took out in the early days to fund the administration. We then have to, set a 
very big margin for prudence and caution, so we project costs on a worst-case basis and add 
in a margin for safety. I am also mindful here that VAT is irrecoverable for these firms, so we 
have an additional 20 per cent tax cost, effectively, to add to most of these costs. 
 
In our projections, the bulk of the cost will occur in the first year, but there are substantial 
costs that could last into the future. We hope those costs will not be needed; in which case the 
reserve can come down. As I say, the number is not cast in stone, and as we work through the 
development of the distribution plan over the summer and we see the results of the portal 
exercise, we will look to refine whatever the number is and, we will consult with the 
committee on that. Of course we hope that the process will be shorter and less costly than our 
worst-case estimate; in which case, there will be a mechanism for returning any unnecessary 
reserve to clients.  
 
Just a comment on PricewaterhouseCoopers’ fees. We have not yet drawn any fees at all in 
this matter. Our fees are, as in any administration, subject to approval by the committee or, 
failing that, the court, so we will have a conversation with the elected committee about our 
fees and how they are to be dealt with. We are not wedded to any particular formula be it 
time costs or other ways of dealing with fees, we are open to processes where we can align 
our fees with your objectives. That often works very well and gives a bit of comfort in the 
system, in the process. 
 
I have talked a lot about consultation; I would just mention that the FSCS will be a key part 
of that, given that we anticipate, no matter how the cost pool is cut, they will bear a 
substantial proportion of those costs, so they will have a key say in the methodology. They 
have not committed to any particular approach at the moment; they want to work with us and 
with the creditors’ committee on that.  
 
Obviously, in the spirit of consultation and openness, that leads into governance and I know 
Russell wants to have a word about that as well.  
 
Governance 
 
RUSSELL DOWNS: Thank you, Nigel. Governance in any process is obviously very 
important. From our perspective, administrators, we are ultimately officers of the court. Our 
powers and appointment come from the court. We are both licensed insolvency practitioners 
and we have regulations of our own that we need to follow, but ultimately we are accountable 
to clients and creditors for our actions.  
 
We obviously take a number of insolvency appointments, that is what we do, and we do want 
to emphasise that working a company through that process over time is absolutely 



fundamental to the success of the assignment, to realise assets for the best value and return 
them to rightful creditors with minimising costs along the way. I was on another matter 
yesterday in court for a project which is at the end of its process, and we have worked with a 
committee there very successfully and we have had 37 meetings of that committee and it 
shows how bound into the process they are and, when we look at the achievements we have 
made in that project, how it is a shared success of the administrators, their team, but also the 
insight that a representative committee can bring to the proceedings. We hope that, through 
the course of this morning’s meeting, we will be able to appoint, similarly, a committee of 
sufficient strength to work with us and collaborate, most critically, to find the best outcome in 
the circumstances. 
 
The committee’s role is widespread: it is good to bounce ideas, it is important to liaise and 
consult on issues and it is integral to the process. Here, we have to go forward with a 
distribution plan, we need to develop that draft, share it with the committee, but also much 
more widely as well and deal with some of the component parts therein. Nigel has touched on 
them, around how are costs going to be allocated appropriately and what the real issues are 
for clients that we need to navigate an appropriate way forward, and the committee is 
responsible for the agreement of the administrators’ fees. 
 
Over and above that, and recognising the strength of feedback that we have to date, we feel it 
is appropriate to agree a wider reporting mandate with those in the room and those not here 
today, to check in with the committee and have a framework to ensure that even though you 
are not in the committee room that somehow there is a way to communicate the progress that 
that committee is making so that you feel connected to the process. We hope, as we are 
stressing, that this can be a short spell of activity to create an opportunity for the majority of 
client assets to be returned in September, so we are not looking at anywhere near 37 meetings 
or, in that other situation, nearly a ten-year journey. We do hope it can be done over a short 
intensive period because that, will be the best way to keep the costs in the process down and 
reunite you with your assets as quickly as possible. 
 
Over 100 questions were submitted to the administrators by clients and creditors. After 
reviewing these questions, the fundamental points have been summarised below. Please note, 
the administrators are unable to comment on or answer questions on behalf of third parties.  

[Q&A]  

[Following the Q&A, a creditor committee was selected by representative client and creditor 
groups. This committee was put to a vote by attendees, and was approved.] 

 


