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Learning and Skills Network - in Creditors’ Voluntary Liquidation
Joint Liquidators’ report to members and creditors for the year to 13 June 2015

Introduction

In accordance with Rule 4 49C of the Insolvency Rules 1986 (“IR86”), thus 1s the Joint Liquidators’ (the
“Liquidators”) third progress report to members and all known creditors A summary of the financial
mformation and a statement of the expenses relating to the Liquidation are attached at appendix A and B
respectively

Background

On 3 November 2011 the Company was placed into Administration and Ian Oakley Smith, David Hurst
and Karen Dukes of PricewaterhouseCoopers LLP were appointed Joint Admanistrators of the Company
The Adrmstration was concluded on 14 June 2012, and the Company moved into Creditors’ Voluntary
Liqumdation. lan Oakley Smith and Karen Dukes were appointed Joint Liquidators

Progress during the period 14 June 2014 to 13 June 2015

The Credrtors’ Committee under the preceding Admimistration continues to exist as the Ligmdation
Commuttee In the penod, updates have been provided to the Commuttee to review and agree strategy in
the Liquidation including consideration of the following matters

Potential VAT refund

As previously reported, the Liquidators are pursuing an hustoric claim against the Company in respect of
VAT, which may have been overcharged, of cE3m Ths amount was received from a customer by the
Company and paid over to HM Revenue & Customs (“HMRC”). HMRC reviewed the case and concluded
that VAT was correctly charged and paid over The Liquidators appealed the decision and requested an
Independent Review. The Independent Review maintained the rejection and the matter was accepted for
Tribunal.

In preparation for the Tribunal submission, the Liquidators sought counsel’s opinion and have
successfully sourced and submitted further documentary evidence counsel suggested would assist the
claim The Tribunal proceedings have been postponed while HMRC review the position HMRC have
recently agreed that certain services provided by the Company were exempt supplies and VAT would not
have been due. A review 1s being conducted to quantify the services provided which are accepted by
HMRC as exempt The final position will impact HMRC’s claim 11 the estate and 1s currently expected to
provide a surplus. If agreement cannot be reached and subsequently the matter proceeds to Tribunal, a
conclusion in this matter is expected within the next six months

Deferred consideration for the sale of NEC

In the pertod, deferred consideration of £40,000 was recetved from Open School Trust This was the final
instalment due and the amount of £160,000 of deferred consideration due for the sale of NEC has now
been settled in full This concludes the realisation of deferred consideration for all asset sales
Qutcome for Creditors

Preferential Creditors

The agreement of the preferential claims has been concluded and distributions to all known preferential
creditors of 100p 1n the £ have been made, totalling £169,221
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Learning and Skills Network — in Creditors’ Voluntary Liquidation
Joint Liquidators’ report to members and creditors for the year to 13 June 2015

Unsecured Creditors

The Liquidators anticipate there will be sufficient funds for a dividend to unsecured creditors We have
discussed with the Commuttee that 1t is not cost-effective to pay an intenim distribution, and agreed that
we will wait for the conclusion of HMRC's position before distributing Total realisations are still
uncertain, however based on estimates of future realisations and expected claims, a dividend of between
3.5p — 5p 1n the £ 15 expected As the iming of this dividend will be determined by the concluston of the
potential VAT refund, 1t remains uncertain at this time

To date 585 unsecured claims have been received, totalling £33.3m. Of these 443 have been admatted,
totalling £23 6m and 141 have been withdrawn or rejected totalling £6 6m 1 claim totalling £3 1m
remains to be adjudicated, this being a contingent claim 1n respect of the potential VAT refund which
would result 1n the customer having a claim 1n the estate

If you have not yet submitted your claim, please do so using the proof of debt form
accompanying this report.

Investigations

As previously reported, the Liquidators have reviewed the affairs of the Company prior to Liquidation and
have also considered the ponts raised by creditors in discharging their duties under the Company
Directors’ Disqualification Act 1986 Creditors are rerminded that the Liquidators have a statutory
obhgation to consider the directors’ conduct and to make a submussion to the Insolvency Service. The
Liquidators can confirm that they have complied with this requirement and n addition have made a
submission to the Charity Commission

Liquidators’ remuneration

In accordance with resolutions passed by the Liquidation Committee in August 2012, the Liquidators’
remuneration (excluding time incurred by the Liqmdators’ pension specialists and time incurred 1n
relation to asset realisations) will be fixed by reference to the tume properly given, subject to a cap of
£140,000 plus VAT Time mcurred by the Liquidators’ pension specialists will be fixed by reference to the
time properly given and remuneration for reahsing the remaining assets will be an amount equal to 15%
of those realisations plus VAT

An analysis of the Liquidators’ time costs, remuneration drawn and Category 2 disbursements for the
period 14 June 2014 to 13 June 2015 15 attached at appendix C and D

Creditors’ rights

Creditors have the right to ask for more information within 21 days of recerving this report as set out
Rule 4.49E of the Insolvency Rules 1986 Any request must be in writing Creditors can also challenge the
ligmdators’ fees and expenses within eight weeks of receiving this report as set out 1 Rule 4.131 This
information can also be found in the guide to fees at the following hnk

http'//www pwe co uk/busimess-recovery/administrations/learning-and-skills-network jhtml

Additional information

If any creditor requires further explanations on any aspect of the Liquidators’ progress report, then please
telephone Katie Newton on 020 7804 2333who will deal with such enquuries, however, any request for
further information regarding the Liquidators’ remuneration or disbursements should be made in writing
(Rule 4 49E). In addition, should any creditor consider the Liquidators’ remuneration and disbursements
to be excessive or inappropriate, they have the mght to challenge the amounts in accordance with Rule

4131 IR86
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Learning and Skills Network — in Creditors’ Voluntary Liquidation
Joint Liquidators’ report to members and creditors for the year to 13 June 2015

Future reporting

The next report to creditors will be circulated at the earher of the conclusion of the Liquidation or in
approximately 12 months

Ian Oakley Smith
Joint Liquidator

Tan Oakley Sruth and Karen Dukes have been appointed as Jont Liguidators of Learming and Skils Network Ian Qakley Smith
and Karen Dukes are heensed in the United Kingdom to act as insolvency practihoners by the Institute of Chartered Accountents
nt England and Wules

The Jownt Liquidators are Data Controllers of personal data as defined by the Data Pratection Act 1998 PricetwaterhouseCoopers
LLP unil act as Data Processor on thewr instructions Personal data unll be kept secure and processed only for matters relating to
the Ligindation
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Learning and Skills Network — in Creditors’ Voluntary Liquidation
Appendix A — Summary of financial information as at 13 June 2015 and nature
and value of property being dealt with by the Liquidators

Summary of financial information as at 13 June 2015

Receipts and payments account from 14 June 2012 to 13 June 2015

Asset realisations

Release of funds from Adrnimistrators
Third party funds

Balance at bank

NEC apportionmanis

Dewelopment Seruces deferred consideration
NEC daterred consideration
Prepayments

Office equipment

Sundry refunds & recepts

Interest

VAT receipts

VAT to be paid to HMRC

Notes

Less dividend, post-appointment liabilihes and other costs of realisations

Preferential creditors at 100p inthe £
PINNA trust monies
Admimstrators' remuneration
Liquidators’ remuneration
Liquidators® disbursements
Third party funds - settlement
Dewelopment Servces apportionments
Legal fees

Legal disbursements

Agents' fees

Consultancy tees

Commitiee expenses
Insurance

Security

Employee expenses

PAYE & NIC

IT costs

Postage, stationery & panting
Statutory adwertising

Storage costs

Sundry costs

Bank charges

VAT

Funds in hand

Notes

2

Recaipts & Receipts & Receipts &
payments payments payments
1406 1210 14.06 14 to 1406 12 to
1306 14 13.08 15 1306 15
£
1,399,665 - 1,399,665
1 { 46,570 - 48,570
7,300 - 7,300
32,904 - 32,904
14,735 - 14,736
120,000 40,000 160,000
10,871 - 10,871
4,610 - 4,610
3,608 2,858 6,466
7.202 3,160 10,362
387,711 16,315 404,026
922 - 922
2,036,089 62,333 2,098,432
169,221 - 169,221
47,118 - 47,118
97,963 - 97,863
269,517 45,610 318,127
- 1,226 1,226
31,550 - 31,550
14,107 - 14,107
120,328 3,680 124,008
16,549 - 16,549
4,610 - 4,610
2,366 - 2,366
177 - 177
15,439 - 15,439
188 - 188
2,354 - 2,354
150 - 150
36,215 - 36,215
2,876 1,964 4,840
147 - 147
10,822 9,585 20,417
1,944 - 1,944
57 - 57
111,830 13,162 124,992
955,528 79,237 1,034,765
1,080,571 (16,804) 1,063,667

1 Ralease of funds to Liquidators split nto third panty funds and balance at bank

2 £50,916 98 pard on 04/09/12 and £118,304 30 pard on 13/12/12

3 Due to the provsion of certan VAT exempt supplias, VAT will ba reclaimed at
less than 100% of input VAT and the balance will remain an expense of the

Liguidation

4 Funds held in Barclays Bank Plc interest beanng account

5 Funds hetd
Free assets

Subyect to possible thud party claims

Total funds in hand

pwc

1,048,647
15,020
1,063,667
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Learning and Skills Network — in Creditors’ Voluntary Liquidation
Appendix A — Summary of financial information as at 13 June 2015 and nature
and value of property being dealt with by the Liquidators

Nature and value of property being dealt with by the Liquidators

The following “estimated to realise” figures are those provided 1n the directors’ statement of affairs

Asgset realisations

Sale of Business

Dewelopment Semces deferred consideration
Books debts collected

Apportionments

Other dabtors

Office equipment

Bank balances

Employes Loans

Sundry refunds and recsipts

Property

pwc

Realisations Realisations
Esﬂrz::lt;:! to in in liguidation ea-ll;:at:ilons
admimistraton to 1306 15 r
Notes £ £ £ £
Uncertan 248,506 160,000 408,506
89,317 14,736 104,053
L } 434,320 211,326 211,326
i 40,702 32,904 73,606
nil 37,034 37,034
89,420 39,578 4,610 44,188
3,611,134 3,624,100 3,624,109
10,000 2,908 2,908
107,288 28,681 17,337 48,018
140,000 85,000 85,000
4,392,162 4,407,161 229,587 4,636,748
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Learning and Skills Network - in Creditors’ Voluntary Liquidation
Appendix B - Statement of expenses incurred from 14 June 2014 to 13 June 2015

Statement of expenses incurred from 14 June 2014 to 13 June 2015

The statement excludes any potential tax habilities that may be payable as an expense of the
Liqmdation Based on current information, no corporation tax 1s expected to be due

Outstanding at Im.:urred and incurred :.md
13.06.14 and discharged outstanding
discharaed from 14.06.14 from 14.06.14
9 to 13.06.15 to 13.06.15
£ £ £
Liqguidators' remuneration 44,306 5,304 6,000
Liquidators' disbursements 1,155 71 10
Legal fees 3,668 112
Postage, stationery & panting 1,964
Storage costs 1,850 7,745 370
‘ 50,879 15,196 6,380
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Learning and Skills Network — in Creditors’ Voluntary Liquidation
Appendix C - Analysis of the Liquidators’ remuneration and disbursements for

the period

Liquidators’ charging policy

It has been the Liquidators’ policy to delegate the routine administration of the Liquidation to junior
staff 1in order to maximise the cost effectiveness of the work performed These staff have been supervised
by senior staff and the Liqmdators Any matter of particular complexity or sigmificance that has required
responsibility of an exceptional kind has also been dealt with by senior staff and the Liquidators.

Hourly rates

Set out below are the relevant maximum charge-out rates per hour for the grades of the Liquidators’
staff actually or likely to be 1nvolved on this assignment, for the period of this report Time 1s charged by
reference to actual work carried out on the assignment 1n six minute units. The minimum time
chargeable 1s three minutes (1.e 0 5 umts). In common with all professional firms, the scale rates used
by the Liquidators may periodically rise (for example to cover annual inflationary cost increases) over
the pertod of the Liquidation

Grade Rate per hour Rate per hour Rate per hour Rate per hour
Up to 30 June From 1 July Up to 30 June From 1 July
2014 2014 2014 2014

London (£) London (£) Regional (£) Regional (£)
Partner 775 795 555 575
Director 680 695 465 480
Senior Manager 525 540 405 415
Manager 444 460 320 330
Senior Associate 370 380 240 250
Associate 230 240 152 160

Liquidators’ disbursements

The Liquidators’ firm’s expenses policy allows for all properly incurred expenses to be recharged to the
case Disbursements charged to the assignment are sphit between Category 1 and Category 2
disbursements.

Category 1 dishursements

These are casbursements which are resmbursed at cost

The Liqudators have incurred disbursements of £10 for postage/courier services during the penod 14
June 2014 to 13 June 2015, which has not yet been drawn.

Category 2 disbursements

These are chshursements for services provided by the Liquidators’ own firm and are charged as follows

Photocopying | At 4 pence per sheet copied, only charged for circulars to creditors and other bulk
copying

Mileage At a maximum of 67 pence per mile (up to 2,000cc) or 80 pence per mtle (over
2,000¢c)

The Liquidators have not incurred any Category 2 disbursements during the perniod 14 June 2014 to 13
June 2015
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Learning and Skills Network — in Creditors’ Voluntary Liquidation
Appendix C - Analysis of the Liquidators’ remuneration and disbursements for
the period

Professional Advisers

On this assignment the Ligquidators have used the professional advisers hsted below

Name of Professional Nature of Work Basis of Fee Arrangement
Lawrence Graham LLP Legal advice Time costs

Pinsent Masons LLP Legal advice Time costs

Pritchard Englefield Legal advice Time costs

Marnott & Co Chattel agents / valuers % of realisations

Imprima {(United Kingdom) Laimited | Pnnting and mailing Fixed fee per unit

The Liquidators’ choice of professional advisors was based upon their perception of the adwisers
expenence and ability to perform this type of work, the complexity and nature of the assignment and the
basts of the fee arrangement with them The Liquidators have reviewed the fees charged and are
satisfied that they are reasonable in the circumstances of the case

Pritchard Englefield was the Company's solicitor prior to the Company being placed into Admimistration
and has assisted the Liquidaters to conclude matters which commenced prior to our appointment

Narrative of work carried out for the period 14 June 2014 to 13 June 2015

Accounting & Treasury
s Preparing, reviewing and processing payment of post-appointment invoices
» Reconcihing post-appointment bank accounts to internal systems

Statutory and other Compliance
» Comphance requirements including six monthly review process
e Preparation and circulation of Liquidators’ second annual progress report to creditors
+ Responding to requests for paper copy versions of second progress report

Strategy, Planming and Team Management
s Internal meetings to review and update ongoing strategy
o Allocating tasks between team members and following up on progress

Liquidation Committee
s Preparation and reporting to the Committee on progress of the Liguidation
e Responding to follow up queries from Committee members

Tax / VAT
s Preparation and submission to HMRC of post appointment returns

Creditors
¢ Responding to queries from creditors regarding timing of distmbution and progress of the
Liquidation
Maintaining database of claims and creditors 1n preparation of potential dividend
Reviewing completed forms submutted by creditors, recording claim amounts and maintaining
claym folders .
e Adjudication of claims received and confirming admittance or rejection of claims as appropriate

Pension specialists
« Correspondence with Somerset County Counci! regarding the Local Government Pension
Scheme claim and the Compensatory Added Years pension claims
s Adjudication of claims from the Welsh Government and the Teachers’ Pension Scheme
e Progressing all elements of outstanding pension claims

Sale of Business and Assets
¢ Collection of deferred consideration

¢ Pursuing potential VAT recovery 1n relation to SSAT contract

Ji

DWC
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Learning and Skills Network — in Creditors’ Voluntary Liquidation
Appendix C - Analysis of the Liquidators’ remuneration and disbursements for

the period

Time cost summary for the period 14 June 2014 to 13 June 2015

Hours
Partner / Senior Senlor R Total Hours |Total cost (£} {Average (£/b)
Clnssification of work type Director Manager Manager Associate Assuciate
Accounting & Treasury o 20 201 0 50 17 50 1576 3597 8,238 55 22004
Statutory & other Comphance o 50 16 90 020 31 20 o Z0 40 0 18,401 0O 37553
Strategy , Pl &Team M t 110 010 - 150 - 270 1,241 50 459 BL
Liquidation Committee 270 10 30 - 15.30 - 28.530 11 799.00 416 93
Tax [ VAT - 470 . 10 10 2125 17 05 5.832 75 342 10
Creditors c 20 130 - a5 60 6 29 43139 1087211 250 57
Sub-total 470 a5 31 070 111 20 24 50 176 41 56,384 91 319 62
Pension specialists 120 7 20 4 60 130 1430 7,120 Bo 497 96
Sale of Business & Asset Renlisations © 40 7 00 23 90 10 60 41 90 12,830 50 306 22
Total & 30 4951 530 136.40 a5 10 232 61 “46,336.21 328 17
Summary of time costs incurred, fees approved and drawn since the start of the
Liguidation
Hours Total T otal cost Average
Classification of work type Partner/ Senior Manaser Senior rssociate | Hours @©@) (£/h)
Director | Manager RE Associnte
Accounting & Treasury © 50 6 1 495 63 45 119 41 194 52 47,177 65 242 53
Statutory & other Comphiance 2 00 22 40 20 00 61 20 46 30 151 90 49,694 60 327 15
Strategy, Planning & Team Management 670 160 1810 g 00 15 40 50 80 18,614 60 366 43
Liguidation Comimittee 23 10 20 50 68 95 37 80 31 30 181 65 74,689 50 41117
Investigatrons 3 40 6 50 53 20 - 14 50 77 60 30,045 90 387 19
Investigations - Forensic specialists 120 4 50 42 00 4 50 42 50 94 70 29,165 46 307 98
Trading Supervision - 430 3 30 930 10 20 27 10 16,043 20 592 00
Tex / VAT o 10 1210 17 50 32 20 46 10 108 o0 30,445 45 281 g0
Emrployees [/ Pensions 2 g0 320 22 8o 87 35 24 6C 140 85 24,292 00 207 97
Creditors 2706 12 40 34 15 98 25 86 ag 233 89 55,842 71 238 76
Credstors - Preferential - I 90 5 90 56 Bo 420 68 80 13,882 40 201 79
Sub-total 42 60 95 61 290 85 459 Bs 440 go 1,329 81 | 394,894 47 296 96
Pension specialists 177 60 27 10 7175 8130 56 55 341 30 174,373 8o 51091
Sale of Business & Assets 12 56 59 70 63 Bo 43 00 55 65 234 65 92,371 65 3913 66
Total 232 70 182.41 A426.40 511.15 553 10 1,905 76 | 661,639.92 347 18
Timecosts
14.06.12 to Drawn Balance
13.06.15
General Liquidation costs 394,894 47 140,000 0O 254,894 47
Pension costs ; 174,373 80 159,496 30 14,877 50
Sale of business and Asset Realisations costs 92,371 65 19,630 65 72,741 00
Total 661,639.92 319,126.95 342,512.97
Page10 of 12
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Learning and Skills Network — in Creditors’ Voluntary Liquidation
Appendix D - Resolutions passed and remuneration drawn to date

Remuneration has been drawn following a review by the Commuttee of the time incurred

The following resolutions were passed by the Creditors’ Commuttee 1n the preceding Administration in
accordance with correspondence 1ssued on 13 January 2012

e THAT the Adnumstrators’ remuneration be fixed by reference to the tume properly giwen by the
Admumstrators and the various grades of their staff according to thewr firm’s usual charge out
rates for work of this nature

e THAT, in accordance with Statement of Insoluency Practice No 9, the Joint Admunistrators be
authorised to draw “Category 2” disbursements (i) for mileage at a rate up to 67p per mule for
2,000 cc engnes or up to 8op per mile for engines over 2,000cc and (ii) for photocopying
regarding circulars and exceptional amounts of copying at a rate of 4p per sheet and that
reasonable inflationary increases may be applied to the foregoing costs but no more often than
once per annum

In accordance with Rule 4.127(5A) IR86 these resolutions apply to the remuneration and disbursements
of the subsequent Liquidators

The following resolutions regarding the basis of the Liqundators’ remuneration were passed by the
Liquidaon Committee on 23 August 2012

e THAT, excluding time mcurred by the Liquidators’ pension specialists and time incurred in
relation to asset realisations, the Liquidators’ remuneration be fixed by reference to the time
properly given by the Liquidators and the various grades of their staff according to their firm’s
usual charge out rates for work of this nature, subject to a cap of £140,000 plus VAT, and

s THAT the Liqurdators’ remuneration i respect of me mncurred by the Liquidators’ pension
specialists wnll be fixed by reference to the time properly gwen by them according to thew firm’s
usual charge out rates for work of this nature; and

o THAT the Liquudators’ remuneration for realising the remaining assets unll be an amount equal
to 15% of those reahisahons, plus VAT

In addition, the following resolutions have been passed and remuneration drawn to date

Resolution in accordance with correspondence issued on 2 Jul Date Amount
2012 and passed on 23 Aug 2012 drawn (£net)

THAT Admimistrators’ remuneration of £97,063 30 plus VAT m respect
of ime costs wncurred in the period 18 February 2012 to 14 June 2012 of
£355,334.92 and as detailed in the report provided to the Commuttee on 2
July 2012 be approved and that this sum may be drawn

27/09/12 97,963 30

Resolution in accordance with correspondence issued on 21 Dec Date Amount
2012 and passed on 14 Jan 2013 drawn (£net)

THAT, 1n accordance with a resolution passed on 23 August 2012
regarding the basis of remuneration, Liquidators’ remuneration of
£140,000 plus VAT based on time costs mncurred i the period 15 June 14/01/13 140,000 00
2012 to 23 November 2012 and as detatled in the report provided to the
Commuttee on 18 December 2012 be approved and may be drawn

Date Amount

Resolutions passed on 13 Mar 2013 drawn {Enet)

THAT, in accordance unth a resolution passed on 23 August 2012
regarding the basis of the remuneration, Liquidators’ remuneration of
£74,068 10 plus VAT based on time mncurred by the Liquadators pension
specialists in the period 15 June 2012 to 22 February 2013 and as
detailed in the update prownided to the Comruttee on 13 March 2013 be
approved and may be drawn

20/03/13 74,968.10
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Learning and Skills Network — in Creditors’ Voluntary Liquidation
Appendix D - Resolutions passed and remuneration drawn to date

THAT, in accordance with a resolution passed on 23 August 2012
regarding the basis of the remuneration, Liquidators’ remuneration of
£10,780 65 plus VAT based on 15% of realisations in the pertod 23
August 2012 to 22 February 2013 and as detailed 1n the update provided
to the Commuttee on 13 March 2013 be approved and may be drawn

20/03/13

10,780 65

Resolutions passed on 12 June 2013

Date
drawn

Amount
(Enet)

THAT, i accordance with a resolution passed on 23 August 2012
regarding the basis of remuneration, Liquidators’ remuneration of £600
plus VAT based on 15% of realisations in the period 23 February 2013 to
31 May 2013 and as detailed n the update prouided to the Committee on
12 June 2013 be approved and may be drawn

26/06/13

600 00

THAT, in accordance with a resolution passed on 23 August 2012
regarding the basis of remuneration, Liquidators’ remuneration of
£43,168 50 plus VAT based on time incurred by the Liqurdators’ pension
specialists in the period 23 February 2013 to 31 May 2013 and as
detailed in the update provided to the Comnuttee on 12 June 2013 be
approved and may be drawn

26/06/13

43,168 50

Resolutions passed on 30 July 2014

Date
drawn

Amount
(£net)

THAT, 1n accordance with a resolution passed on 23 August 2012
regarding the basis of remuneration, Liqundators’ remuneration of
£8,250.00 plus VAT based on 15% of realisations in the period 1 June
2013 to 4 July 2014 and as detailed in the update prounided to the
Commuttee on 30 July 2014 be approved and may be drawn

08/08/14

8,250 00

THAT, in accordance with a resolution passed on 23 August 2012
regarding the basis of remuneration, Liquidators’ remuneration of
£41,359.70 plus VAT based on time incurred by the Liquidators’ penston
specialists in the period 1 June 2013 to 4 July 2014 and as detailed in the
update provided to the Commuttee on 30 July 2014 be approved and
may be drawn.

08/08/14

41,359 70
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