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H20 Networks Limited — [n liquidation (“the Company™)

Report to Members & Creditors

In accordance with Rule 4 49C of the Insolvency Rules 1986 (“IR86™), this 15 the hquidators’ fourth
progress report 1o members and all known creditors Attached at appendix A 1s a summary ot the
financial information relating to the hquidation

Background information and updates regarding the disposal of the Company’s assets have been
provided to creditors 1n previous reports in the preceding administration This intormetion 1s not
repeated heie tor the purpose ot this report.

Assct Realisations

The Company’s assets have been realised as follows -

Actual realisations

£

Recoveries from investigations 29,375
Surplus from the admimstration 1,899,129
Refunds 637
Interest 10,713
1,939,854

Balance due from Earlestown Technology Limited (formerly i3 Group Limited)

As reported previously, Earlestown Technology Limited (“Earlestown’) owed the Company
L1 smillion  Earlestown entered admanistration in May 2011 and subsequently moved mto
Liguidation

Although the Company submutted an unsecured claim 1n karlestown in June 20173, we receved
confirmation that there would be no dividend payable to the Company due to insufficient funds
Farlestown was dissolved on 20 November 2015

Forensic investigations

The hqudators and their legal advisers are investigating a small number of unusual transactions which
took place prior to the admimistration  “This 1s in conpunction with action beng pursued by the Serious
Fraud Office which 1s still ongoing  For confidentiality 1easons, I am unable to give any further
information, however if any of our investigations 1esult in recovertes for the creditors ot the Company,
we will provide an update as soon as they are concluded




Qutcome for Creditors
Secured creditors

A distribution of £150,000 was made to the secured creditor, Citytibre Holdings Limited (“CFH™), 1n
previous periods This discharges CFH’s lending i full

Preferential creditors
Preferential claims arise in respect of unpaid wages, subject to statutory hmuits, and hohday pay for

employees ‘I'he hquidators believe that thete will be no preferential claims against the Company as all
employees were transferred to the purchaser on the date ot the tormer admunistrators’ appoimntment

Unsecured creditors

The unsecured creditor claims receved and admitted total £82,047,212 The tormer jomnt
administrators’ declared and paid the first intenim dividend of 3p in the £ to unsecured creditors on 14
November 2011 resulting 1n a total distnbution of £2,461,333

A second intenim distribution of 1p 1n the £ was patd to unsecured creditors 1n the hiquidation on 23
May 2012 Total funds distributed 1n 1elation to this dividend were £820,556

A final distmbution 15 expected to be paid to unsecured creditors, however, the timing and quantum of
this 1s currently unknown as it 1s dependent on the outcome of the torensic investigations

Prescribed Part

The Prescribed Part (Section 176A LA86 and the Insolvency Act 1986 (Prescrtbed Part) Order 20023)
applies where there aie tloating chaige realisations, net of costs, to be set aside for unsecured
creditors  For each company, this equates to

. 50% of net property up to £10,000
. 20% of net property in excess of £10,000
. Subject to a maximum amount of £600,000

The Prescribed Part apphes to the Company as there are charges created and registered at Companics
Housce following the Prescribed Part order coming into torce on 15 September 20053

However, as the tloating chaige debt has been discharged i full the Presciibed Pait does not apply
This does not atfect the position tor unsecured creditors




Professional Advisers

On this asstgnment the liqutdators have used the professional advisers listed below

[ Name of Professional Nature of Work Basis of Fee Fees paid in
Adviser Arrangement this period £
Addleshaw Goddard LLP | Legal advice in relation | Time costs F22,183

to the forensic
investigations

The hquidators’ chotce was based upon thetr perception of the advisers’ experence and ability to
pertorm this type of work, the complextty and nature ot the assignment and the basis of the fee
arrangement with them The hquidators have reviewed the fees charged and are satisfied that they are
reasonable mn the ciicumstances of the case

Liguidators’ remuneration

During the preceding administration, in accordance with resclutions passed at the imtial creditors
meeting held on 23 June 2011, the former admimstrators’ fees were fixed under Rule 2 106 IR86 by
reference to time properly given by the adminstrators’ and their staft in attending to matters ansing
I[n accordance with Rule 4 127 IR86, the remuneration basis agreed in the administration continues
into the hquidation

To 2 April 2016, the hquidators have incurred time costs of £256,439 This represents 870 77 hours at
an average hourly 1ate of £204 50 To date, £75,000 has been drawn by the hquidators against these
costs

[t has been the joint hqundators’ policy to delegate the 1outine administration of the lipudation to
jumor staff in order to maximse the cost effectiveness of the work performed These staff have been
supervised by senmot statf and the hquidators. Any matter of particular complexity or significance that
has required responsthility of an exceptional kind has also been dealt wath by sentor statf and the
hquidators

Details of the ime costs mncurred trom 3 April 2015 to 2 Aptil 2016, by work category, aie attached at
Appendix C

All statf who work on this assignment (including cashiets, support and secretanal staft) charge time
directly to the assignment and aie included within any analysis of time charged Each grade ot stalf 1s
allocated an hourly charge out tate which is reviewed from time to time  Work undertaken by cashiers,
support and secretaral staft 15 charged tor sepaiately and 1s not included 1n the houly rates charged
by partners or other members of statt Time 1s charged by teference to actual work carried out on the
assignment in 6 minute units 'he mmmum time chargeable 1s 4 minutes (Le 0 5 units)



Hourly rates

Specialist departments within the Adminmistrators’ firm also provided expert advice These teams
included Tax, VAT and Penstons, These rates do vary but the figures below provide an indication of the

maximum rate per hour

Set out below aie the relevant maximum charge-out 1ates (betore VAT) per hour worked for the grades
of the Administrators’ staff actually or likely to be involved on these assignments Time ts charged by
reference to actual work carned out on the assignment There has been no allocation of any general
costs or overhead costs

In common with all protessional firms, the scale rates used by Admimistrators may penodically rise
(tor example to cover annual inflationary cost increases) over the period of administrations

Administrators' staff Specialist
£/hour departments
E/hour
Grade 1 July 2014 to 1 July 2015
30 June 2015 onwards
Partner 795 825 1,075
Director 480 490 1,085
Senior manager 415 425 gi5
Manager 330 340 600
Semor Associate (qualfied) 250 255 410
Sentor Assoclate 180 185 -
(unquahitied)
Assoclate 160 165 210
Support Staff 85 87 120

Narrative of Liqurdators’ time

The tollowing table explains the key elements of our wotk, as summansed 1n the table of time costs, by
grade of staff and area ot work

What, if any,
financial henefit
Why the work was | the work
necessary provided to
creditors OR
whether it was
required by

Area of Work | Work undertaken

statute
Strategy & * Cost monitoring To ensure case ¢ Ensures orderly
planning e Holding update meetings progression and progression of case
monitoring costs
[nvestigations sLiaising with the lawyers To ensuie potential * Financial benefit

assets are reahsed




Creditors

sResponding to creditor queries
recewved by post and telephone

To keep creditors
intormed

& No financial
benefit

Accounting and
treasury

¢ Bank reconcihahons

e Accounting for receipts and
payments nto the hiquidation
bank account

To manage the bank

account

* Ensures proper
management of
tunds held

Statutory and

# Reviewing appointees’ bonding

To comply with

¢ Requured by

compliance e Updating case 1ecords statutory obhigations statute/regulation
e Appomtee & manager reviews
» iling documents at Companies
House
Tax & VAT » Reviewing the Company's tax To comply with e Required by

posttion
* Reviewing the Company's VAT
posiion

statutory obligations

statute

Future work

We still need to do the following work to finalise the hquidation

Whether or not the
work will provi
Area of Work | Work we need to do Estimated M Pr dea
financial benefit to
cost £ X
creditors
¢ Reviewing progress or ® 1,000 ¢ incidental to proper
Strategy and higindation strategy and amend as management of the
Planning appropnate administration
Investigations sLiatsing with the lawyers ® 1,000 » Potential financial
benefit
Creditors sResponding lo cteditor quertes * 10,000 e Financal benetit
1ecerved by post and telephone
sPay final dividend
Accounting and | e Bank reconciliations * 3,000 * No financial benefit,
treasury * Accounting for receipts and ensures proper
payments into the hquidation management of funds
daceounts held
® Dividend payments




Statutory and s Reporting to ereditors ® 10,000 ¢ Required by statute
compliance e Appointee & manage: reviews
o Complying with statutory filing
requirements
Tax & VAT e Completing VAT and Tax ® 3,000 * Requued by statute
eturns
Closure ® 4,000 * Required by statute,
¢ Obtauning clearances ensures all hquudation
¢ Closute procedures matters have been dealt
with

Liquidators’ disbursements

Category 1 disbursements

The hquidators’ have incurred dishursements of £9 duning the period 3 April 2015 to 2 April 2016
Disbursements of £150 have been drawn in total to date

Category 2 dishursements

I'he hquidators’ current dishursements policy, as approved by the creditors, 15 as tollows

Photocopying tor cireulars ot any other bulk copying ts charged at 4p per

sheet,

Mileage — this 1s reimbursed at a maximum of 64p per mite (up to 2,000c¢c)

and 81p per mile (over 2,000c¢c)

All other disbursements a1e retmbursed at cost  The liquidators” have incurred no dishursements

during the period 3 April 2015 to 2 April 2016 with 1espect to photocopving or mileage Msbursements

will be draswn in full

Receipts & payments account

Attached at Appendix A 1s an abstract of the 1eceipts and payments up to 2 April 2016




Expenses statement

A statement of the expenses mcurred and paid by the Administrators i the period 3 April 2015 to 2
Aprit 2016 15ancluded at Appendix B The statement excludes any potential tax habilities that may be
payable as an expense of the Administration 1n due course because amounts due will depend on the
position at the end ot the tax accounting period

Creditors’ rights

An explanatory note giving creditors a statement of their nights 1n relation to the Liqundators’
temuneration and expenses, and their nghts to request further information, can be tound online at

hitp //www 1caew com/~/media/Files/Technical/Insolveney/ereditors-guides/creditors-guide-to-
Lqudators-tees-england-and-wales-apr-10 pdf

A copy may also be obtained free of charge by contacting Clare Davison on 0113 289 4062, or ‘
clare n davison@uk pwe com ‘

Additional information

It any creditor requires further explanations on any aspect of the hquidators’ progress report, then
please telephone or write to Clare Davison who will be pleased to deal wath such enquurnies, however,
any request for further information regarding the hiqquudators’ remuneration or disbursements should
be made in writing (Rule 4 49E).

In addition, should any creditor consider the iquidators’ remuneration and disbursements to be
excessive or inappropriate, they have the right to challenge the amounts 1n accordance with Rule 4 131
IR86 i




H20 Networks Lamited - in Liguidation
Summary of financial mforation as at 2 Apnl 2016

Lixed Charge Realisations
Surplus from admumstration

Iixed Charge Pavments

Balance of Fixed Charge Funds

Ioating Clhiarge Realisations
Reem s from imestig stions
Surplus trom the administration
Rifunds

Lirterust

Hoating Charge Payments
[nsurinee

La gal fews

Storage Custs

Stututery Advertising
Corporation Tax

1 wqurdaturs Fees

Liquidators Expenses

Bank Ch uges

VAT Aceount

Ihstribution to secured creditor

Distrbution to unsceured creditors - 2nd mteram diadend of tpoan the £

Balance of Floating Charge Funds

Balance at Bank

Estimate of funds ay atteble to upsecurcd crediters
Unsewured credators (Adnutted to date)

F~tomate ter 3rd intenm dovdend tor unsee ured creditors

“subyedt to final agreement

Appendix A

Total forthe  For the period Total from Lstimated

pertod from from appomtmentto vutcome
appomtment te 3 Apml zo15 te 2 Apml 2016

z Apnl 2013 2 April 2016

£ £ £ £

200 - 200 2 00

2 00 - 00 2 00

2 00 - 2 0o 2 00

29 175 00 24 175 00 Unknown

1 8o 126 74 1899 126 74 1 899,126 74

637 08 - G637 08 637 08

8 598 33 211339 1 712 72 9,000 00

1937 737 15 2 114 39 1,939,851 54 Unknown

(w6 00) {106 00) {106 00)

(155,958 37) (22183 00) (78 131 37) (236 458 37)

{465 63} {104 58) (570 21) (600 00}

(147 24) - (147 24) (220 86)

(6,874 93) - (6,874 93) (7 800 00)

(75,000 00) - (75 ooc 00) {175,000)*

(150 25) - {150 25) (850 0o}

(10 75) - (40 75) (55 75)

{3 935 49) {4457 52) (# 383 ot) -

(242 668 66) (26,745 10) (269 413 76) (246 090 9B}

(150,000 00) - (150,000 00) (150 00O 00)
(820,555 75) - (820,555 75} (820.555 75)
721,512 74 (23,630 7t} 699,882 03 Uuknown

_ _masum 69988403
Unknown
B2 047 212 40
Unhnown
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