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Grant Thornton

Our Ref NSW/DG/LK/P11288/PF 7

To the creditors

Recovery and Reorganisation

Grant Thornton UK LLP
30 Finsbury Square
London EC2P 2YU

T +44 (0)20 7383 5100
F +44 (0)20 7184 4308

www.grant-thornton.co.uk

15 November 2013

Dear Sirs

John Palmer - In Bankruptcy (the Bankrupt)
In the High Court of Justice No 6750 of 2004

Introduction
I write further to my appointment as Joint Trustee in Bankruptcy of the Bankrupt, together
with James Earp, and provide a report on our progress as regards realising the assets in the

estate.

Due to the large volume and international spread of creditors and limited funds available in
the estate, we decided that regular postal updates would not be sent to creditors in order to
save costs of postage and translation that would have been incurred.

We also write to creditors to provide two options available to them as compensation for the
loss of their timeshare entitlement.

Asset realisations
Most of the resorts have now been sold and after payment of taxes due to the Spanish
authorities and other local costs, there was little equity available to the estate.

Due to the poor market conditions and the potential for embargoes to be placed over the
apartments by the Spanish authorities who were owed monies from the estate, we were
forced to cease timeshare operations for the resorts of 'Club La Paz' and "Tenerife Royal
Gardens' and sell the freehold of each apartment separately.

All units at Tenerife Royal Gardens have been sold and only 1 unit remains at Club La Paz
which we hope to have sold in the near future.

Other than a matter referred to in Section 3, I am not aware of any other potential assets.

Chartered Accountants

Member firm within Grant Thornton International Ltd

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: Grant Thornton House, Melton Street, Euston Square, London NW1 2EP
Alist of members is available from our registered office.

Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority.

Alist of personnel permitted by Grant Thorton to accept appointments as insolvency practitioners and of their respective authorising bodies may be inspected at the above address.
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Monies held at Spanish Courts
In order to dispose of the Spanish properties, €500,000 was deposited with the Spanish
Courts in order to lift embargoes placed on some of them.

As soon as the remaining unit at Club La Paz has been sold, our lawyers will be seeking to
recover the monies held by the Spanish Courts. We are advised that this could take years and
there is no guarantee that the action will succeed.

Prospects of a return to creditors

The only prospect of a dividend to the unsecured creditors from the estate would be if we
were successful in recovering monies held at the Spanish Courts. As noted above, it could
take many years to recover this money. Even if we are successful, after costs of recovery, any
dividend would be minimal. Total unsecured claims are estimated to be in in the region of
€0.7m, so a dividend could be as low as between 3 to 5 cents in the €.

There will be no surplus funds available to creditors from the sale of the resorts and
properties because of:

e The Spanish Tax Authorities penalising the bankruptcy estate for the Spanish Companies
not paying taxes when they were due, which has meant that in some cases the tax bill has
more than doubled from the original reassessment;

e Various authorities placing registered charges and embargoes against the properties vested
in the bankruptcy estate. Should these embargoes have been executed, as would have been
the imminent result from non-payment, the authorities would have gained possession of
the properties and sold them at auction for a vastly discounted price thus reducing the
monies to be paid to the bankruptcy estate;

e Pursuant to European Union Regulation on Insolvency the Spanish Tax Authorities must
be paid in priority before we can repatriate any monies from Spain to the bankruptcy
estate. There will not be sufficient funds in the estate to satisfy these liabilities;

® The Spanish property market has declined by over 50% which has meant that the priced
obtained for the apartment have been less than half that was anticipated. In addition, the
Spanish banks have been off loading their repossessed properties at substantially
discounted prices and at the same time offering purchasers 100% mortgages. This has
meant that it is very difficult to compete with banks in the Tenerife property market; and

e In order to enable us to sell the properties in Tenerife we had to pay €500,000 to the
Spanish Court for them to lift the embargo to enable us to sell the properties in Tenerife.
However, as detailed above, we hope to recover this amount for the benefit of the
bankruptcy estate; and

e The complexities of the case has necessitated a considerable outlay in terms of professional
costs in order to achieve any realisations; and
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e The Spanish Tax authorities continue to bring criminal complaints against the estate which
we are continually having to defend and are likely to have to do so for some considerable
time.

Proposed offer for former time share owners

As the prospect of a dividend for the creditors from the estate are very poor and in order to
mitigate the losses of former timeshare owners, we have contacted a number of timeshare
companies to seek alternative compensation to timeshare owners.

In summary, the offer is:

Option One

1 to exchange your claim in the bankruptcy for the right to use a week at either the
resort of Onagrup Hotels and Resorts OR Diamond Resorts International.

Onagrup Hotels and Resorts are offering creditors a floating week in one of the nine
resorts at the following locations:

- Mallorca

- Malaga

- Salou

- Denia

- Torrevieja

- La Manga del Mar Manor
- Andorra

Diamond Resorts International are offering creditors a fixed week at the Sunset Bay
Club in Tenerife, Spain.

I have enclosed an information pack from Onagrup Hotels and Resorts and
Diamond Resorts International at Appendix A and Appendix B respectively, for your
reference. Each pack details the management charge applicable to each offer.

If you wish to take up either option, please contact your chosen resort

prior to 1 January 2014 quoting the bankruptcy refetence "John Palmer, HCJ
6750/2004", using the contact details provided below and in the enclosed
documents.

If you have any queries as regards these options, you will need to discuss this with
Onagrup Hotels and Resorts and/or Diamond Resorts International. I will not be
able to provide any further information regarding each proposal.

To clarify, the contact details for each resort are as follows:

Diamond Resorts International
Tel: 0845 359 0010

Email: euthsm(@diamondresorts.com
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6.2

7.2

7.3

Onagrup Hotels and Resorts
Tel: + 34 932 029 610
Email: customercare@onagrup.net; or

Option Two

Should you choose not to accept an exchange, your claim in the bankruptcy will
remain. We comment in section 4 on the future prospects of recovery and the
timescale.

Creditors must make a decision on whether to take up Option One. You may wish to seek
your own independent legal or other advice. I cannot advise you on whether to accept or
reject the offer, but should you choose to accept the offer of a timeshare week, you would
need to inform me in writing. I have also asked the resort companies to confirm if this offer

is taken up.

Receipts and payments account
I attach a receipts and payments account for the period 9 May 2005 to 29 July 2013 at
Appendix C.

As shown on the receipts and payments accounts, I currently hold €20,368 in the bankruptcy
account. Please note that there are insufficient funds in the estate to settle the outstanding
fees and expenses of the bankruptcy.

Trustees costs and remuneration

In accordance with Statement of Insolvency Practice (SIP 9), we enclose at Appendix C a
summary of our time costs for the period 9 May 2005 to 29 July 2013 by grade of staff and
type of work which shows total time of 8,276.27 hours and total time costs of £2,640,516.19,
representing an average houtly rate of £319.05. I have included a brief description of the
work undertaken since the onset of the bankruptcy for your reference.

At the meeting of the Creditors Committee dated 28 October 2005, a resolution was passed
authorising the Joint Trustees and their English legal advisers, Irwin Mitchell, to draw fees on
a time cost basis plus an additional uplift on their standard charge out rates based on
recoveries into the bankruptcy estate. Due to the issues referred to in Section 4 of this report,
the Joint Trustees and Irwin Mitchell have had to accept a significant shortfall on our costs
incurred in this matter.

To date, we have drawn Joint Trustee's fees and expenses of €291,805 and €159216

respectively.



Future correspondence 8 Future correspondence
Irwin Mitchell provide creditors with regular updates on the Bankruptcy which summarises 8.1  Irwin Mitchell provide creditors with regular updates on the Bankruptcy which summarises

the recent asset realisations and significant events. This update can be accessed via the below the recent asset realisations and significant events. This update can be accessed via the below

link: link:

www.irwinmitchell.com/activities /about-i almer-timeshare-fraud www.irwinmitchell.com/activities /about-j almer-timeshare-fraud
I will upload a further update to the remaining creditors via the Irwin Mitchell website in due 8.2 I will upload a further update to the remaining creditors via the Irwin Mitchell website in due
course. course.

Yours faithfully

Nicholas Wood

Joint Trustee

Email: Keira.shortland@uk.gt.com

Enc.

Yours faithfully

Nicholas Wood
Joint Trustee

Email: Keira.shortland@uk.gt.com

Enc.



Appendix A

Onagrup Hotels and Resorts proposal

,,

ONAGRUP

Live the Experience

ONAGRUP - Our proposal.

We are pleased to present you a solution, reflected in a settlement agreement for your credit concerning the
bankruptcy procedure 675072004, our proposal is that you and your family become part of the prestigious
Onagrup Club Vacations with exclusive benefits for your vacation and personalized attention.

Access to the Vacation club -~ your certificate.

The admission to Onagrup Vacations is the gateway to a new world of possibilities and advantages. With a
TITLE CERTIFICATE our partners have the right to use and enjoy a week's holiday in any of the destinations of the
Club and at any time of year.

This certificate is sent along with a contract. The signature and acceptance of these means to enjoy the benefits
and rights mentioned and only entails the obligation to pay an annual maintenance fee and no other payments.
Such fee is assessed for the year 2013 as follows:

- Use of the Timeshare/s in units up to 4 people: € 402.39 (taxes included).
- Use of the Timeshare/s in units up to 6 people: € 447.13 (taxes included).

The Floating System

Unlike other holiday products and the former operation of timeshares, our floating system does not require
travelling in a specific week of the year or to a specific resort. Now our partners are free to decide when and where
they wish to travel within our destinations, they can change the resort without extra costs and take full advantage
of their Club.

What advantages will you enjoy?
- Access to 9 resorts located in prestigious international destinations as:

Mallorca

Malaga

Salou

Denia

Torrevieja

La Manga del Mar Menor
e Andorra

*« & & & @

- Possibility of affiliation to international exchange companies that will give you access to thousands of destinations
and resorts worldwide, the value of membership for two years is of (one hundred and forty eight) 148,00 £.

- Free internal exchanges so that travelling within our club has no cost.
- Possibility to split the use of the timeshare in several weekends.

- Exclusive discounts on holiday products such as ski passes, tickets to Port Aventura, access to Caldea (the largest
spa centre in Europe), car rental, etc.

- Possibility of additional weeks.
- Exclusive offers and packs.

- Online management of your maintenance fees



ONAGRUP

Live the Experience

- Personalized service in 7 languages including English, Russian, German, Spanish or French.
- Multilingual Reservation service to manage your reservation requests.
Special Promotion for affiliation to INTERVAL INTERNATIONAL

With the acceptance of this proposal, you will have a promotional two-year free membership to Interval
International, so you can enjoy this service.

Further information:

Get to know our group visiting www.onagrup.net. To get more details and information about this promation, please
go to www.onagrup.net/en/documents. On this section you will find:

* Contract form.
* INTERVAL Promotion and Contract Form.

Personalized Customer Support Phone Number: +0034 93 202 96 10
Email: customercare@onagrup.net

Quality Assurance and Reliability

Our group, with 12 years of experience and a clear projection in the future, offers an innovative model of vacation
and security. The ability that has characterized us to adapt to the needs of the market and the constant evolution
of the business model have become our best assets to grow as a group. A demonstrated ability in the application of
two business models: a holiday club in timeshare regime and the commercialization of our resorts through a hotel
operation. This versatility is further supported by the success in the two types of business and attests to the quality
of our management. A solid and growing group that brings confidence to project a bright future.

www.onagrup.net

Calle Comte Borrell, 230, 3 - 8029 Barcelona

ONAGRUP

Live the Experience
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Appendix B

Diamond Resorts International

proposal

)

SunSet BayClub

Penerife, Canary [ slands. Spain

SunsetBay Club and Diamond Resorts International®

Sunset Bay Club (operated by Diamond Resorts International®) is located a short walk from Fanabe Beach, and is
fully affiliated to RCI, one of the world’s leading vacation ownership exchange companies, offering Sunset Bay Club
members worldwide exchange opportunities. Sunset Bay Club is a fixed week and apartment club. Members (upon
payment ofthe Sunset Bay Club annual maintenance fee) are entitled to occupy their apartment at Sunset Bay Club or on

payment of RCI membership and exchange fees are at liberty to exchange through RCI.

With its relaxed and friendly atmosphere, the village-style resort is one of'the top destinations in Playa de LLas Americas.
All apartments are well equipped and have large balconies. The area is surrounded by beautiful landscaped gardens.
On site there are two large swimming pools surrounded by palm trees and a warm welcome is waiting in the friendly

restaurant and bar.

IMTERMAT iIOMAL



Diamond Resorts International® will offer a free transfer to the qualitying
Creditors of the John Palmer bankruptcy. Creditors will receive a
fixed week in an apartment of an equivalent type for each week formerly held
at the time of the bankruptcy filing.

Sunset Bay Club Maintenance Fees for2013

Apartment type Management fee

Studio _ £315
One Be;i.r-oom ) :t 3__5? -
T\..’.\."O Bedroom £ 430
Three Bf;_(_i{o“qm 5 43_0

Activities nearby

- Bars

- Beach

= Fishing

= Golf course

- Gym

- Nightlife

+ Restaurants

+ Sauna

- Shopping area
- Squash

» Tennis courts

- Water sporis

Resort facilities on-site
- Balcony! Terrace
- Bar
+ Children’s pool
- Full kitchen
- Hair dryers
= Ironing facilities
» Laundry facilities
= Maud service
» Outdoor pool

- Patio

.

Playpouad

= Poolside bar

+ Reception cash facility
» Restaurant

- Satellite TV

- Supermarket

« lelephone

= lelevision.

LCopynght 2011 Diamend Resorts Holdmgs, LLC a llnghts reserved. Unauthonzed duphcation 1sa violavon of applicable state, federal and intermational laws S5

Diamond Resorts International® will offer a free transfer to the qualitying
Creditors of the John Palmer bankruptcy. Creditors will receive a
fixed week in an apartment of an equivalent type for each week formerly held
at the time of the bankruptcy filing.
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LCopynght 2011 Diamond Resarts Holdmgs, LLC all nghts reserved. Unauthonzed duphicabon 1s a violanon of applicable state, federal and international lows

54|



Appendix C

Receipts and payments account

for the period from 9 May 2005
t0 29 July 2013

Appendix C
John Palmer - In Bankruptcy
Summary of receipts and payments for the period 9 May 2005 to 29 July 2013

RECEIPTS From 09/05/2005
To 29/07/2013
(€)

Proceeds from realisations of timeshare resorts:
Club La Paz 2,613,700
Island Village Heights 3,700,000
IVH 36 Units 1,150,000
Flamingo 4,500,000
Tucca Park 12,074,821
Tenerife Royal Gardens 10,465,041
Los Olivos 7,130,285
Parque Del Sol 1,270,000
Tax refund 4,703
VAT refund of overpayment 745
Bank interest 1,096
42,910,391
Spanish tax and authorities debt (26,539,131)
Legal fees (2,893,687)

Professional fees in connection with the administration of

the Spanish companies and sale of the Spanish resorts and (2,331,176)
properties
Professional fees - other (724,201)
Settlement Agreement regarding Island Village Heights (109,119)
Ransom sum payable for sale of Spanish resorts and
propetties (262,500)
Spanish supplier debt (3,631,106)
Mortgage redemption (593,314)
Refund payment of property deposit to Spanish property
agents (200,000)
Trustees fees (291,805)
Trustees expenses (159,216)
Staff liquidation fees (4,330,601)
First National Trust Company (54,050)
Dixcart fees regarding Madeiran co. management fees (253,401)
Counsel's fees (101,241)
Tax advice (138,200)
Valuer's fees (19,405)
Disbursements of Official Receiver (1,491)
Secretary of State fees (95,084)
VAT irrecoverable (159,299)
Meeting room hire (335)
Bank charges (946)
Department of Trade and Industry fees N 4 )}
(42,890,023)
20,368
Notes:

The Bankrupt was not VAT registered

Cash balance held on interest bearing Insolvency Services Account
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Appendix D

Time cost analysis for the period

from 9 May 2005 to 29 July 2013
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