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° GrantThornton

1.1

1.2

1.3

Qur ref: MER/PAM/KLM/TXA/D20597050/5
Recovery and Reorganisation

Your ref: Grant Thomton UK LLP
_ 4 Hardman Square
To the creditors Spinningfields
Manchester
M3 3EB

T +44 (0)161 953 6900
F +44 (0)161 953 6317

15 October 2018

Dear Sirs

DPS Process Solutions Limited (DPSPS)

DPS Bristol (Holdings) Limited (DPSBH)

DPS Global Limited (DPSG)

All in Administration (the Companies or the Group)
High Court of Justice, Business and Property Court
Case Numbers 2251, 2248 and 2250 of 2018

Introduction

Foliowing my appointment as joint administrator of the Companies with Alistair Wardell by a qualifying
floating charge holder on 16 March 2018, | now report on the progress of the administrations to
15 September 2018 and attach:

* Appendix A, an account of our receipts and payments for the period from 16 March 2018 to
15 September 2018 (the Period).

» Appendix B, a Statement of Insolvency Practice 9 disclosure: payments, remuneration and expenses
to the joint administrators or their associates.

» A notice of deemed consent that the joint administrators be discharged from lability in accordance
with paragraph 98 of Schedule B1 of the Insolvency Act 1986 with effect from 14 days after the final
progress report is sent to creditors,

Please note that we are both authorised by the Insolvency Practitioners Association to act as insolvency
practitioners. We are bound by the Insolvency Code of Ethics when carrying out all professional work
relating to an insolvency appointment.

In accordance with paragraph 100(2) of Schedule B1 to the Insolvency Act 1988, the functions of the
administrators are to be exercised by any or all of them.

Chartared Accountants, Grant Tharnton UX LLP is a imited lability partnership registered in England and Walas: No.OC307742. grantthomton.co.uk
Registered office: 30 Finsbury Square, London EC2A 1AG. A kst of members ia available from our registersd office, Grant Thomton

UK LLP is avtharised and ragulatsd by the Financial Conduct Authority. Grant Thomion UK LLP is a member firm of Grant Thomion

International Lbd {GYIL), GTIL and the membaer firms are not a worldwide partnership. Services are defivered by the member firms.

GTIL and its member firms are net agents of, and do not obligats, ane another and are not Eable for one another's acts or omissions.

A kst af personnal permitted by Grant Thamton to accept appointments as insolvency practitioners and of their respactiva autherising

bodies may be inspected at the sbove address Pleasa see grantthomton.co.uk for further details.
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Statutory information
The Companies’ registered numbers are:

DPS Process Solutians Limited: 9254158
DPS Bristol (Holdings) Limited: 5604140
DPS Global Limited: 9077690

DPSG owns 100% of the shares of both DPSBH and DPSPS.

Progress report

A rescue of the Companies could not be achieved because the Companies could not be traded in the
long temm. This was because:;

* funding was not available to develop and commercialise the Companies' technology
* there were no purchasers willing to acquire the shares of the Companies

A winding up petition was pending against DPSPS prior to our appointment. This would have forced
DPSPS into liquidation. Consequently, DPSPS would have ceased trading and assets would have been
sold piecemeal at auction which would likely have resulted in substantially lower realisations.

By continuing to trade the business following administration, the administrators were able to achieve a
better result for the Companies’ creditors as a whole than would be likely if the Companies were wound

up.

The administrators were also able to pursue the objective of realising assets for the benefit of the
secured creditor, Cordet Lending S.A.R.L (Cordet), as the sale of the business and assets has meant
that there has been a distribution to Cordet.

Sale of business and assets

As reported in our statement of proposals, we determined that the best way of achieving the objectives
of the administration was to attempt to sell the business and assets of the Companies by approaching
trade and distressed investors.

The strategy of the administration was to trade the business until a suitable purchaser of the business
and assets was found and Cordet provided the administrators with funding in order to do this.

A total of 35 potantial interested parties were approached. We initially received one offer from a Chinese
consortium that was subsequently withdrawn. The only other interested party who made an offer was
Pyrocore Limited (Pyrocore). Linda Page, one of the directors of DPSPS, is alsc a director of Pyrocore.

Following a protracted period of negotiations, multiple offers were received but these were not at a level
acceptable for Cordet to consider releasing its security.

Eventualty, an offer was received from Pyrocore for a total cash consideration of £3.5 million which was
at an acceptable level for Cordet and the business and assets of the Companies were sold to Pyrocore
on 6 August 2018,

In addition to the sale consideration, Pyrocore also paid:

» Licence fees of £44,645. Pyrocore was granted a licence to occupy the Companies’ premises for two
months following the sale and has now vacated the premises

» Contribution of £44,000 towards legal cests and administration costs for the period 28 July 2018t0 6
August 2018
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Financing and trading of the administration
Trading the business post appointment has:
« Protected and preserved the value of intellectual property which was a key asset of the Group

« Achieved a sale of business and assets in situ, thereby avoiding an asset sale by auction. Based on
asset valuations provided by our agents, realisations from assets would have been considerably
lower in an auction sale

* Resulted in a substantial repayment of Cordet's secured debt

+ Preserved the jobs of 13 employees who were transferred under the sale agreement to Pyrocore
» Maintained important customer relationships and contracts

The total amount advanced by Cordet to cover trading costs up to the date of sale was £573,000. We
are currently finalising trading accounts and any residual trading surplus will be returned to Cordet.
DPS Process Solutions Limited (DPSPS)

As discussed in our statement of proposals, it became clear that negotiations with interested parties
would require additional time. Consequently, Cordet provided additional funding on a weekly basis to
finance trading costs.

The total amount advanced by Cordet to cover the trading costs of DPSPS was £433,117.

Due to the nature of and risks inherent in the Group’s business and the difficulty in obtaining insurance,
wark in progress on major projects was not completed during the administrators’ trading period.

We received £5,200 from the Ministry of Defence for assistance provided with the removal of four solid
waste converters held at the Companies' warehouse known as the “Wet Lab “.

o To date, we have incurred;

Costs Amount £
Gross staff costs 256,834
IT costs including backup, support and rental payments for IT equipment 21,517
Property repairs, telephone and internet costs 7,051
Ransom payments 4,487
Insurance and other costs 9,568
Total 299,457

DPS Bristol {Holdings) Limited (DPSBH)
Cordet provided £50,263 in the period to cover costs arising in DPSBH.

The Group’s patent partfolio was held in DPSBH and comprised of over 200 patents developed over a
period of nearly 10 years and registered in various countries.

A total of £45,124 was paid to patent attorneys, Greaves Brewster LLP, to reinstate patents and prevent
others from lapsing.

DPS Global Limited (DPSG)

Cordet provided £89,621 in the period to cover costs in DPSG.
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These were mainly property related costs and included rent, rates and utilities (excluding telephone and
internet) for the Companies premises known as Dynamic House and the Wet Lab.

During the period, DPSG also received rent and service charges totalling £8,278 from a subtenant
oceupying part of Dynamic House.

Total property related costs paid by PPSG in the period were £89,538 in respect of rent payable and
rates.

Assets and liabilities

Assets

As stated above, the business and assets of the Companies were sold to Pyrocore for a total
consideration of £3.5 million.

Pyrocore apportioned the sale proceeds as follows:

e £2 880,000 was allocated to the Companies’ interest in intellectual property. We obtained a valuation
of the intellectual property carried out by Metis Partners which was instructed by Cordet shortly
before our appointment. Metis Partners estimated the value of the intellectual property to be between
£100,000 and £250,000. The directors valued the intellectual property at £50,000 in their statement
of affairs.

»  £179,990 was allocated to plant, machinery and equipment (PME) owned by DPSPS. We instructed
professional agents to carry out a valuation of the Companies' PME who estimated that the auction
value of the assets was between £31,000 and £134,000.

» £315,000 was allocated to goodwill which is higher than the total estimated goodwill of £300,000 in
the directors’ statement of affairs.

+ £100,007 was allocated to customer contracts, stock and work in progress, customer lists, licences,
names and records.

+« £25 003 was aliocated to the Companies’' interests in shares of subsidiaries.
We have achieved a sale in excess of the valuations,

Cther realisations during the period arising outside of the sale include:

« £8,419 - Book debts (not including post appointment sales) and refunds

s £489 - Cash from pre-appointment bank accounts
Liabilities

Secured creditor

Cordet has a fixed and floating charge over the assets of the Companies created on 15 December 2016,
At the date of our appointment, Cordet was owed approximately £3.7 million but this was subject to
further accruing interest and charges.

Cordet also provided £573,000 as a loan to enable the Administrators to trade the business and DPSBH
and DPSPS provided cross-guarantees for the lending made to DPSG.

A sum of £3,085,607 was distributed to Cordet on 1 October 2018 but is not shown in the attached
receipts and payments account as the payment was made after the period of this report. Once the
trading accounts are finalised a further payment will be made to Cordet in respect of the amounts
advanced to fund the trading period.

The balance of the consideration of £414,383 is currently held by Osbome Clarke LLP in a client
account pending transfer to the administrators’ bank account.
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Preferential creditors

Preferential creditor claims consist of employee claims for wages and holiday pay, up to certain statutory
limits. Preferential claims are estimated to total £11,471 and based on floating charge realisations and
costs to date, we do not expect a distribution to preferential creditors.

Prescribed part and unsecured creditors

In accordance with section 176A of the Insolvency Act 1986, a prescribed part is to be set aside from the
fioating charge assets and made available to the unsecured creditors of the Company.

We do not anticipate that there will be any funds available to pay a prescribed part to unsecured
creditors.

Unsecured non-preferential creditors for the Group are as follows:

Unsecured creditors

DPS Global Limited 1,751,947
DPS Process Solutions Limited 2,344,602
DPS Bristal (Holdings) Limited 577,405

Based on present information, it is unlikely that there will be sufficient funds to enable a distribution to
unsecured creditors.

Matters to be concluded

The administrations of the Companies will continue pending conclusion of the following matters by the
Administrators:

s Transferring assets in accordance with conditions set out in the sale agreement and resolving any
potential claims over certain intellectual property assets

¢ Finalising the trading accounts and returning any unused loan balances to Cordet
s Closure of the cases

The administrations will end by the administrators filing notice of dissolution at Companies House.

Joint administrators’ remuneration and expenses

As discussed in our statement of proposals, in accordance with paragraph 52(1) of Schedule B1 to the
Insolvency Act 1986, we are of the opinion that the Companies have insufficient property to enable a
distribution to be made to unsecured creditors,

As stated above, we do not anticipate that there will be any funds available to pay a prescribed part to
unsecured creditors by virtue of section 178A of the Insolvency Act 1986.

Consequently, in the absence of a creditors commitiee, we are required to obtain approval of the
securad creditor in relation to our remuneration and expensas.

On 28 September 2018, Cordet resolved that the basis of our remuneration be fixed by reference to time
properly spent attending to matters in the administrations of the Companies for the pericd to 6 August
2018.

Our time costs to 15 September 2018 were £435 642 and expenses incurred were £2,402. After
applying a discount to our normal rates, we obtained approval to draw £271,431 in remuneration and
£2,402 in expenses for the period up to 6 August 2018.
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Actual time costs during the Periad of £435,642 have exceeded the estimated time costs on the initial
fee estimate of £261,012 which was given to creditors prior to the determination of our fee basis. Full
details in accordance with Rule 18.30 of the Insolvency (England & Wales) Rules 2016 were given to the
secured creditor to seek approval for the fee basis and for exceeding the original estimate. This
information is also provided in Appendix C.

Please see Appendix B for further details of our remuneration, expenses and payments made to
associates in accordance with Statement of Insolvency Practice 9

Investigations into the affairs of the Companies

The joint administrators continue their investigations into the affairs of the Companies and we shall be
pleased to receive from any creditor any useful information concerning the Companies, their dealings or
conduct which may assist us in our investigations into the Companies’ affairs.

Data Protection

Any personal information held by the Companies will continue to be processed in accordance with
completing the administrations of the Companies and in accordance with meeting our requirements
under applicable Data Protection Legislation/law in the United Kingdom.

Yours faithfully
for and on behalf of the Companies

Matthew Richards
Joint Administrator

The affairs, business and property of the Companies are being managed by Matthew Richards and
Alistair Wardell, appointed as joint administrators on 16 March 2018.



DPS Process Solutions Limited - in administration

Joint Administrators' receipts and payments account

from 16 March 2018 to 15 September 2018

Receipts

Miscellaneous Income
Prepayments / Debtors
Cash at Bank

Debtor receipts

Cordet Funding
Goodwill

VAT on Sales

Payments

Sub Contractors

Patent renewal costs
Rents

Rates

Gas, Electric & Water
Telephone and intemet
Insurance

Lease/HP Payments
Petty Cash

Property Expenses

IT support costs

PAYE/NI

Net Wages

Other Payroll Deductions
Sundry Trading Expenses
Employee benefits
Agents/Valuers Fees
Rent

Ransom payments
Inter-company loan
Statutory Advertising
Other Property Expenses
Insurance of Assets
Bank Charges

VAT on Purchases

Fixed Charge VAT on Purchases

Balance - 15 September 2018

Made up as follows

Floating Current Account NIB

Statement of
Affairs (£)

170,000.00

250,000.00

Appendix A

Total (£)

5,200.00
0.00

84.45
4,950.00
§73,000.00
0.00
1,040.00

584,274.45

28,455.00
25,561.33
58,423.89
30,182.61
4,475.67
3,976.07
6,012.71
7,370.04
300.00
1,545.00
14,146.70
59,385.72
143,966.09
15,428.19
1,511.11
8,598.71
1,000.00
547.94
4,487.42
23,069.59
68.70
1,529.99
2,250.00
140.50
24,350.44
200.00

457,983.42
116,291.03

116,291.03

116,291.03




DPS Bristol (Holdings) Limited - in administration
Joint Administrators' receipts and payments account
from 16 March 2018 to 15 September 2018

Appendix A

Recelipts Statement of Total (£)
Affairs (£)
Intellectual Property & Patents 50,000.00 0.00
Loan from DPS Process Solutions Limited 22,987.15
Cash at Bank 19.51
Goodwill 50,000.00 0.00
23,006.66
Payments
Patent renewal costs 18,848.06
Statutory Advertising 68.70
Bank Charges 1.20
VAT on Purchases 4,069.99
22,987.95
Balance - 15 September 2018 18.71
Made up as foliows
18.71

Floating Current Account NIB

18.71




DPS Global Limited - in administration
Joint Administrators' receipts and payments account
from 16 March 2018 to 15 September 2018

Appendix A

Receipts Statement of Total (£)
Affairs (£)
Miscellaneous Income 8,277.92
Loan from DPS Process Sclutions Limited 82.44
Bock Debts 1,348.90
Insurance Refund 2,119.84
Cash at Bank 364.85
VAT aon Sales 1,925.36
14,119.41
Payments
Statutory Advertising 68.70
Bank Charges 0.40
VAT on Purchases 13.74
82.84
Balance - 15 September 2018 14,036.57
Made up as follows
14,036.57

Floating Current Account NIB

14,036.57
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