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Key messages

.

Joint Administrators
of the Company
Matthew James Cowlishaw and
Daniel James Mark Smith

Deloitte LLP

Four Brindieyplace

Birmingham

B1 2Hz

Contact details

Email: wpack

Website:

Tel: 0121 696 8661

Purpose of

administration

Progress of
administration

Outstanding
matters

Dividend
prospects

Extension to
administration
period

The purpose of the administration will be to achieve a better result for the Company’s creditors
as a whole than a liquidation of the Company. Due fo the Supptier of Last Resort ("SOLR")
process, the Company’s licence to operate was revoked and therefore it was not possible to
rescue the Company as a going concern.

As previously reported, shortly before cur appointment the Company ceased to trade and all
active customers were transferred to Octopus Energy Ltd (“"Octopus”) under a regulatory
process run by the regulator Ofgem, the SOLR process.

A number of employees were retained by the Joint Administrators to assist in the reconciliation
of customer accounts, final billing and transition of active customer accounts to Octopus in
order to maximise debtor recoveries. All employees have now been made redundant.

The Joint Administrators are working with Octopus to monitor the level of active customer
arrear recoveries. Recoveries currently total c£1.6m, for which we have received ¢.£1.3m.
Please see page 6 for further details.

Carporate Debt Solutions ~ Globa! Limited ("CDS") have been appointed to support us realise
the customer arrears in relation to inactive customer accounts. In relation to the inactive
customer accounts, please see page 6 for further details.

Our fees have been fixed at a set amount of £445k as detailed on page 15.

Disbursements of £3.2k have been incurred in the report period. Please see page 16 for further
details.

Third party costs and expenses of £28.6k plus VAT has been incurred in the report period.
Please see page 9 for further details.

Continue to manage the debt collection process and realise final amounts due;
Agree unsecured creditor claims and make a distribution;

Complete final tax and VAT returns, obtain tax clearance; and

Close the case.

On current information, we anticipate the following outcome for each category of creditor:

Secured creditor -~ The secured creditor has been repaid in full,

Preferential creditors - Based on current infarmation, we do not anticipate there will be any
preferential claims.

Unsecured creditors - It is likely that there will be a distribution for unsecured crediters,
however the guantum of the dividend is highly dependent on the leve!l of recoveries from
customer arrears which Is currently uncertain.

We anticipate that it will be necessary to extend the period of the administration, which is due
to end on or before 31 July 2019 in order to complete the debt collection process.

As there will be a dividend to unsecured creditors we will, either seek permission from Court to
distribute creditor funds in the administration or will place the Company into Creditor Voluntary
Liquidation (*CVL") in order to pay a dividend.

© 2019 Defoitte LLP | Iresa Limited {in administration} | 25 February 2019 3
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Progress of the administration
Strategy

As previously reported in the proposals, as a resuit of
the SOLR process all active customers were transferred
to Cctopus prior to the administration appointment.

As such, the Joint Administrators strategy is to wind
down the business in an arderly fashion in order to
maximise value in the customer debtor book. We are
working with Qctopus to support @ smooth transition for
customers and reconcile all customer accounts to raise
final bills.

This process remains on-going between the Joint
Administrators and Octopus. We hope to conclude all
active customer final billing queries by the end of March
2019,

We retained a number of employees (see employees
section) to assist with the following:

+ The transfer of active customer accounts to Octopus;

» Reconciling both active and inactive accounts o
enable final bills to be raised;

» Address customer queries In relation to final bills;
and

+ Address outstanding billing issues.

All active customer accounts transferred to Octopus as
at 1 August 2018. Octopus are the initial point of contact
for the customers to assist in the customer transition
process.

As part of the SOLR process, Octopus have agreed to
honour all customer accounts in credit (i.e. at the date
of appointment Iresa owed the customer monies for
pverpayment in refation to the customer gas and electric
supply).

For the customers who had a debit balance at the date
of administration, please see the section "Customer
Accounts in Debit” an page 6 for an update on the
strategy and the level of recoveries achieved in the
reporting period.

Trading arrangements

We agreed a Cost Sharing Agreement (“"CSA") with Octopus
in order to share the costs in retaining employees and
associated overhead costs of keeping the Company site
operational during the wind-down period in order to
undertake account reconciliations.

Octopus have paid £106K in relation to their proportion of
retained costs during the reporting period.

A final reconciliation of costs incurred will be undertaken in
due course and the Joint Administrators will receive a final
payment from Octopus.

Employees

As outlined in the proposals, the Joint Administrators initially
retained 50 of the 53 employees.

27 employees were made redundant at the end of August
2018 with 22 employees retained until the end of September
to assist in the actions outlined opposite,

Two employees were retained until the end of November
2018 to finalise the customer account reconciliations. Iresa’s
IT manager has been retained as a consultant to manage the
IT environment.

IT Infrastructure and leasehold property

At the date of appointment, the Company rented 11 office
spaces, of which six were handed back to the landlord in
September and two office spaces were handed back to the
landlord in October 2018 and December 2018 respectively.

One office is being retained to facilitate the ongoing wind-
down process.

© 2019 Deloitte LLP | Iresa Limited (in administration} | 25 February 2019 5
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Progress of the
administration

Summary

2[00

©8e

Asset realisations continued
Credit cover deposits

The Company had lodged c.£2m as credit cover
deposits with 12 suppliers, Given the terms and
conditions of the supplier agreements, the suppliers
have set-off the security deposits against monies owing
to them and limited balances have been avaifable to
realise.

Accordingly we have recovered £45k from one supplier,
where there was excess credit cover gver and above the
suppliers exposure and their contract right of set off.

Two suppliers are yet to complete the final
reconciliation of amounts due from the Company.

Cash at bank

The Company’s bank account with HSBC Bank Pic
("HSBC") was in credit by £3.2m at the date of
appointment, this balance has been transferred to the
administration bank account.

The Company also held accounts with Barclays Bank Pic
which held a zero cash balance at the date of
appointment.

IT technology

Iresa developed a proprietary technology piatform and
supporting IT infrastructure to run the operations of the
Company.

The technology is not registered Intellectual Property.

We approached 8 parties which the Joint Administrators
deemed couid be interested in acquiring the technology.
This included a mix of trade parties and existiing
software suppliers in the energy market.

The Company maintained limited architecture diagrams
of how the IT infrastructure was built, maintained and
operating (including a list of all the artefacts from all
sources) which led to 6 parties withdrawing
immegiately.

One potential interested party held discussions with the
Administrators and the IT Manager on 16 Octoher 2018
however following these discussions they formally
withdrew from the process.

Iresa’s former CEO submitted an offer to acquire the IT
infrastructure which was declined by the Administrators
as the proposed offer was less than the costs which

would have been incurred in completing the transaction.

On 6 December 2018, the former CEO confirmed he
wouid not be submitting any further bids for the
technology.

As such, in the event that the Administrators do not
receive an acceptable off for the IT technology, once the
purpose of the Administration has been completed, the
IT hardware and software will be deleted and destroyed.

Chattel assets

The Company's tangible assets principally relate to
computer equipment, fixtures and fittings and other
items at its trading premises.

A specialist IT destruction firm (Recycle IT 4U Ltd)
were appointed to collect the computers and shred the
hard disk drives for the assets surplus to requirement.

Eddisons Commercial Ltd ("Eddisons™) were appointed
as agents to dispose of the remaining chattel assets
principalty being computer screens and other IT
equipment.

The agents entered these assets into an auction on 11
December 2018 which reallsed £2,943 plus VAT. This
amount was remitted to the estate on 5 February 2019
(net of commission and handling costs of £1,080 pius
VAT) which is after the period of this report and is
therefore not reflected in the receipts and payments
account.

Receipts and payment account

A receipts and payments account, detailing asset
realisations achieved and costs paid up to 31 January
2019 is provided on page 10.

© 2019 Deloitte LLP | Iresa Limited (in administration) | 25 February 2019 7
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Progress of the
administration

Summary

Cost of the work done - third party costs incurred
during the report period

The following third party costs and expenses have been
incurred during the report period, these costs have been
paid as detailed below:

. _.mm_w_ Costs: we have instructed Shakespeare Martineau
LLP to assist in the following matters.

General legal advice, a review validity of
appointment, prepare the Cost Sharing Agreement
between the Company and Octopus, preparation of a
sale and purchase agreement for the active customer
arrears, preparation of contract appointing agents
and ad-hoc advice regarding data and certain debtor
and creditor queries,

They estimate their fee for so doing this work will be
£50k plus VAT, of which £26,139 plus VAT has been
paid to date.

» Agents’ Costs:- we instructed agents to assist in the
following matters:

Hilton Baird Limited, a debt collection agency, was
engaged to undertake an assessment of potential
range of recoveries in relation to the active and
inactive customer arrears prior to the active
customers debts being sokd to Octopus. Their fee for
this work was £2,500 plus VAT which was paid in the
reporting period.

Chattel asset destruction - Recycle IT 4U Ltd were
instructed to collect the computers and shred the
hard disk drives. Their fee for doing so was £258
plus VAT which was paid during the reporting period.

CDS have been instructed as debt collection agents
fo collect the inactive customer arrears. Their fees
are on a commission only basis. As stated previously
no costs have been invoiced to date.

Chattel assets - Eddisons were instructed o identify,
secure and sell the computer equipment and any
other chattel assets. Their fee for doing so was
£1,080 plus VAT which was paid on 5 February 2019,

Alf professional costs are reviewed and analysed in detall
before payment was approved.

© 2019 Deloitte LLP | Tresa Limited (in administration} | 25 February 2019
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—v-.OQ ress of the Pre administration costs

inistrati As detailed in our Proposals and set out below, the
admi -M.ﬂ .mn_o_”- Administrators and Shakespeare Martineau LLP had
Pre-administration outstanding pre-administration costs at the date of our
costs appointment,

The Joint Administrators’ sought approval to pay these pre-
administration costs as part of our Proposals. Our pre-
administration costs were subsequently approved by a
decision of the unsecured creditors on 9 October 2018, these
costs have been paid in full as shown in the receipts and
payments Account on page 10.

Pre-administration costs

Amount {£) Approval date Uate paid

Administrators feees 58,639 09/10/2018 161112018
Administrators expenses 128 19r10/2018 16112018
Legal Fees 9,733 09102018 0511/2018
Legal Expenses 197 091072018 057112018
Total approved 68,697
Total paid 68,697

@© 2019 Deloitte LLP | Iresa Limited (in administration) | 25 February 2019 11
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Information for
n..mn#o_.m

Qutcome

Secured creditors

The Company's secured creditor, Contract Natural Gas
Limited ("CNG"), reconciled their outstanding arrears
position due at the date of our appointment, which was
reviewed, confirmed and agreed by the Administrators as
£48,845. ,

These amounts are secured by way of floating charges
granted by the Company on 17 April 2018. A first and
final distribution was paid on 23 November 2018. No
further sums are owed £o CNG.

Preferential creditors

Preferential creditors consist of amounts owed to the
Company's employees for arrears of wages/salaries,
holiday pay and pension contributions.

We do not expect to receive any preferential claims in the
administration as all employees were paid during the
administration shut down period.

Prescribed Part

As CNG, in their capacity as secured creditor, has been
paid in full, the Prescribed Part will not apply as there will
be no remaining creditors secured by way of floating
charges.

Unsecured creditors

The Directors’ statement of affairs shows 137 unsecured
creditors with estimated non-preferential claims totalling
£5m (the statement of affairs only included trade
creditors and not any customer credit balances). The
estimate of €110 unsecured creditors included within the
Proposals (before the statement of affairs was received),
was based on management information provided on
appointment.

Claims of c£18m have been received to date, c£13m in
relation to customer credit balances and c£5m trade
creditors.

As detailed above, we anticipate that there will be
sufficient asset realisations to enable a distribution to be
made to unsecured creditors.

Claims process -~ creditors with debts of £1,000 or
less

You do not need to prove your debt for dividend
purposes if the amount you are owed is £1,000 or less,
unless you wish to vote a decision procedure in which
case proof of claim must be given,

We will notify you if funds become avaitable for dividend
purposes. Your claim will be admitted in the amount
shown in the Company's records/statement of affairs, If
you disagree with that amount you will be provided with
an opportunity to notify us of the correct amount.

Claims process - creditors with debts of more
than £1,000

Unsecured creditors with claims of more than £1,000
are invited to submit their claims to us by completing a
proof of debt form which is available on the
administration website and which should be sent to the
address on page 3, marked for the attention of Wendy
Packwood.

Extensions to the administration

We anticipate that it will be necessary to extend the
period of the administration, which is due to end on or
befare 31 July 2019, in order to ensure all coliectable
book debts are received.

Exit
As there wilt be a dividend to unsecured creditors we
will, either seek permission from Court to distribute

creditor funds in the administration and will then exit
the administration via dissolution.

Alternatively we will place the Company into CVL in
order to pay the dividend.

A final decision regarding the exit route will be made in
due course,

© 2019 Deloitte LLP | Iresa Limited (in administration} [ 25 February 2019 13
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Remuneration and
expénses

Joint Administrators’
remuneration

100
@0

©@e

Administrators’ remuneration

*A Creditors’ Guide to Remuneration” is available for
download at www.deloitte.com/uk/iresa.

Should you require a paper copy, please send your
request in writing to us at the address on Page 1 of this
report and this will be provided to you at no cost,

Basis of remuneration

The basis of our remuneration was fixed on 9 October
2018 by the unsecured creditors as a set amount of
£445k, pius VAT,

Fees drawn to date

We have drawn remuneration of £241k (plus VAT)
against the agreed set fee of £445k as shown in the
receipts and payments account on page 10.

© 2019 Deloitte LLP | Iresa Limited (in administration} | 25 February 2019
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Deloitte.

Deloitte LLP is a limited liabiiity partnership registered in England and Wales with registered number OC303675 and its registered office at 1 New
Street Square, London EC4A 3HQ United Kingdom.

Deloitte LLP is the United Kingdom affiliate of Deloitte NWE LLP, a member firm of Deloitte Touche Tohmatsu Limited, & UK private company limited by
guarantee {("DTTL"}. DTTL and each of its member firms are legally separate and independent entities. DTTL and Deloitte NWE LLP do not provide

services to clients. Please see www deloitte com/about to learn more about our global network of member firms.
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