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The following table shows the companies that are the subject of this report. Also shown are the court references,
company registration numbers and abbreviations we may use to describe them. In all cases, the relevant court is the
High Court of Justice Business and Property Courts of England and Wales Insolvency & Companies List (ChD).

Company Abbreviation Court reference Company number
Blue Group UK Fumiture Limited . BGUF CR-2020-002918 02237159
Blue Group Hold Co Limited BGHC CR-2020-002915 12040448
Blue Group UK Beds Limited * BGUKB CR-2020-002902 08431253
Blue Group UK Manufacturing Limited * BGUKM CR-2020-002897 04209321
Blue Group UK Retail Limited * BGUKR CR-2020-002906 00040754
Blue Group UK Group Properties Limited * BGUKGP CR-2020-002903 01024575
Formation Furniture Limited * FFL CR-2020-002905 03223063
Homestyle Group Operations Limited * HGOL CR-2020-002904 03130486
Property Portfolio (No 1) Limited PP1 CR-2020-002919 00281055
Property Portfolio (No 2) Limited PP2 CR-2020-002917 02910567
Prop.erty Portfolio (No 7) Limited pPP7 CR-2020-002922 00548337
Property Portfolio {No 8) Limited PP8 CR-2020-002921 02347258
Property Portfolio (No 11) PP11 CR-2020-002923 02236968
Property Portfolio (No 14) Limited PP14 CR-2020-002926 02910567
Property Portfolio (No 15) Limited PP15 CR-2020-002925 00884341
Property Portfolic (No 17) Limited PP17 CR-2020-002924 02287644
Relyon Group Limited * RGL CR-2020-002901 00859530
Relyon Limited * RL CR-2020-002899 00470381
Serais Investments Limited * SiL CR-2020-002908 01264703
Unitrans UK Limited * UUK CR-2020-002896 05523545
Unitrans Logistics (UK} Limited * ULUK CR-2020-002898 05523550
Unitrans Limited " uL CR-2020-002900 01372780

* only these companies have granted security over their business and assels

The current registered office of each company is: 3rd Floor, The Globe Centre, 1 St James Square, Accrington,
Lancashire, England, BB5 ORE

This wilt shortly be changing to: Level 8, Central Square, 29 Wellington Street, Leeds, LS1 4DL

Blue Group - certain companies in administration | PwC | 1
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Abbreviations and definitions

The following table shows the abbreviations and insolvency terms that may be used in this report:

Abbreviation or definition

Meaning

Joint Administrators /

Zelf Hussain, Peter David Dickens and Yulia Marshall in respect of all the

we f us /our Companies except Formation Furniture Limited.
Zelf Hussain, Peter David Dickens, Yulia Marshall and Ross David Connock in
respect of Formation Furniture Limited,

Blue Group All of the companies listed on page 1

The Companies

BEIS Department for Business, Energy & Industrial Strategy

CVL Creditors’ voluntary liquidation

Group The Blue Group Hold Co Limited and its subsidiaries (see Group Structure)
HMRC HM Revenue & Customs

Hilco Hilco Valuation Services

IAB6 Insolvency Act 1986

IR16 Insolvency {England and Wales) Rules 2016

Preferential creditors

Primarily employee claims for unpaid wages earned in the four months before the
insolvency up to £800, holiday pay and unpaid pension contributions in
certain circumstances

Prescribed part

The amount set aside for unsecured creditors from floating charge funds in
accordance with Section 176A IA86 and the Insolvency Act 1986 (Prescribed Part)
Order 2003

Purchasers Bensonsforbedsretail Limited, Bensonsforbedsmanufacturing Limited and
BiueGroup Propco Limited

PwC PricewaterhouseCoopers LLP

RPS Redundancy Payments Service, part of the Insolvency Service, which is an

executive agency sponsored by BEIS, and which authorises and pays the statutory
claims of employees of insolvent companies under the Emptoyment Rights Act
1996

Secured creditor

A creditor with security in respect of their debt, in accordance with Section 248
IAB6. The only secured creditor of the Companies is Aleri Investors ("Alteri”)

Shoosmiths Shoosmiths LLP (a law firm)

Sch B1 |A86 Schedule B1 to the Insolvency Act 1986

SIP Statement of Insolvency Practice. SIPs are issued to insolvency practitioners
under procedures agreed between the insolvency regulatory authorities. SIPs set
out principles and key compliance standards with which insolvency practitioners
are required to comply

SIP9 Statement of Insoivency Practice 9: Payments to insolvency office holders and
their associates

SIP 13 Statement of Insolvency Practice 13: Disposal of assets to connected parlies in an

insclvency process

Blue Group - certain companies in administration | PwC | 3
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Why we’ve prepared this document

On 30 June 2020, the Companies lisled on page 1 were all placed into administration by their directors under
Paragraph 22 Sch B1 I1A86 and (where required) with the consent of the secured creditor.

Zelf Hussain, Peter Dickens and Yulia Marshall were appointed as joint administrators in respect of all the
Companies except Formation Furniture Limited. Zelf Hussain, Peter Dickens, Yulia Marshall and Ross
Connock were appointed as joint administrators in respect of Formation Furniture Limited.

We tell you in this document why the Companies were put into administration. We give you a brief history and
set out our proposals for achieving the purpose of administration. We include details of the Companies’ assets
and liabilities, and say how likely we are to be able to pay each class of credifor.

According to |A86, the purpose of an administration is to achieve one of these objectives:

(a) rescuing the companies as a going concem, or if that is not possible or if (b) would achieve a better
result for the creditors than (a)

{b) achieving a better result for the companies’ creditors as a whole than would be likely if the companies
were wound up (without first being in administration), or finally, if that is not possible

{c) realising the companies’ assets to pay a dividend to secured or preferential creditors.

In this case, we're pursuing cbjective (b) as it was not reasonably practical to rescue the Companies as a
going concern andfor achieve a better result for creditors than would be likely if the Companies were wound up
(without first being in administration).

Cur job is to manage the Companies’ business, property and affairs until creditors agree our proposals for
achieving the purpose of administration and we've implemented them so far as possible. After that the
administrations will end.

The whole of this document and its appendices form our statement of proposals for achieving the purpose of
administration.

We're not seeking a decision from the creditors to approve our proposals because we think the Companies
don't have encugh assets to pay a dividend to unsecured creditors other than (in certain of the Companies)
from the prescribed part.

So, our proposals will be treated as approved unless enough creditors ask us to seek a decision to approve
them. This would happen if at least 10% in vatue of the total creditors ask us to do so (in line with Rule 15.18
IR16) within eight business days of the date we deliver the proposals to you.

If you've got any questions, please get in touch by emailing us at uk_bluegroup_creditors@pwc.com.

Yulia Marshall
Joint administrator of the Companies

Blue Group - certain companies in administration | PwC | 5



At a glance

Pre-pack transaction of certain business and assets

Following our appointment as joint administrators of the Companies on 30 June 2020, we completed the immediate
sale of certain of the Companies’ business and assets. The transaction largely relates to the Bensons for Beds
business.

The sale resulted in 1,899 employees transferring to the Purchasers (with the associated reduction in preferential and
unsecured claims), along with a licence to occupy 247 of the Companies' leasehold premises. The Purchasers have
also committed to fulfilling all open customer orders in relation to both the Bensons for Beds and Harveys businesses.
Therefore the sale also helped significantly mitigate the leve! of unsecured creditor claims in relation to customer
deposits, leases that are expected to transfer and contractual claims that could have arisen from supply contracts.

Additional realisations are expected from assets that were excluded from the sale. In particular, the Harveys furniture
stores and those manufacturing facilities that were not acquired by the Purchasers are continuing to trade in
administration whilst options are explored.

Estimated outcome for creditors

Secured creditor

The secured creditor was owed £42m at the time the Companies entered into administration. We indicated on page 1,
those companies that had granted security over their assets to the secured creditor. The above sale immediately
reduced the secured creditor’s indebtedness by £23m. Further recoveries are expected for the secured creditor from
the assets excluded from the sale. We currently estimate that the secured creditor's overall recovery from the
administrations will be in the region of 61% o 69%.

Preferential creditors

We expect preferential claims to arise in BGUKR, BGUKF, RL, FFL and UL only. We expect there to be sufficient
assets available to pay these claims in full, except in BGUKF where no dividend is expected. Distributions to
preferential creditors are expected to happen in around 6 to 12 months time, once the RPS has finished paying the
statutory elements of these claims and all claims have been agreed.

Unsecured creditors

We do not expect there will be a dividend to unsecured creditors (from the prescribed part or otherwise) in relation to
these companies; BGHC, BGUF, UUK, ULUK, UL, SIL, PP1, PP2, PP7, PP8, PP11, PP14, PP15 and PP17. In the
table below, we set out our current expectations on the dividend prospects in relation to all other companies. Please
note that where dividends are available, these will be from the statutory prescribed part funds only.

Company Estimated value of net Estimated prescribed % Timing
property {£k) part {(Ek) dividend

BGUKR 30,611 600 1-2 12-18 months
BGUKP 3,393 600 0-1 6-12 months
HGOL 56 14 0-1 6-12 months
FFL 1,504 304 8-12 12-18 months
BGUKM 351 73 1-2 6-12 months
RGL 289 61 5-10 6-12 months
RL 1,914 386 3-6 12-18 months
BGUKB 5,988 600 10-15 6-12 months

Blue Group - certain companies in administration | PwC | 6



In line with the standard format for the directors’ statement of affairs, the above estimates do not include the costs of
realising the Companies’ assets or other expenses of the administration. Furthermore, we have not yet received a
Statement of Affairs from the Companies’ directors showing the level of the Companes’ liabilities. Therefore, the
above estimates are based on initial information from the Companies’ records. Until we have received and
adjudicated all unsecured creditor claims and confirmed the costs of doing so, we are unable to give a reliable
estimate of the net amount available to distribute and the dividend that will be paid. Piease note that this guidance is
only an indication and should not be used as the main basis for any bad debt provision.

Our work in the administration

Whilst we have completed the sale of a large part of the Companies’ business and assets, there remains a significant
amount of work to do in the administrations. In broad terms, this is expected to include:

s Working with the Purchasers on post-sale matters connected to the orderly transfer of the Bensons for Beds
business and fulfillment of outstanding customer orders;

e Continuing o trade the remainder of the business and exploring options for the realisation of its assets;

e Collecting licence fees from the Purchasers and making ongoing payments of rent (and associated costs) for the
period of ongoing occupation;

e  Assisting the Purchasers in the assignment of property leases;

e  Fulfilling our statutory duties as joint administrators, including responsibility for the Companies’ VAT and tax
affairs; and

¢ Winding down the Companies’ affairs generally with a view to their dissolution in due course.

In just over six months' time, we will update creditors on the progress of the administrations, including the above
matters.

Actions required by you

As the only dividends to unsecured creditors likely to be available are by virtue of the prescribed part funds, it is not
necessary for us to seek a decision of creditors to approve these proposals. Instead they will be deemed approved
unless sufficient creditors say otherwise, in the manner described earlier.

However, due to the potential for dividends to be available to unsecured creditors of certain companies, we are
inviting creditors to submit their claims to us. We will shortly be providing guidance on how to submit a claim via an
online creditors portal. Qur preferred method for creditors to submit claims and supporting documents is via the
Turnkey (IPS) online portal, as this is the most efficient and cost effective way for us to deal with your claim and also
allows you to better track ils status, so we recommend the use of the online portal for claim submission. Your unique
login details will be sent to you separately.

The above is a brief summary of the key information for creditors based on what we know so far. Please continue to

read the rest of this document. Further information on the administrations can be found online at
www.pwe.co. uk/bluegroup.

Blue Group - certain companies in administration | PwC | 7



Brief history of the Companies and
why they are in administration

We've enclosed at Appendix C, the information required to be provided to you by SIP16. Some of that information is
repeated below where beneficial or necessary to do so for the purpose of these proposals.

Background

At the time of the administration, the Group was a vertically integrated UK retailer that operated a mutti-channel
strategy through stores, online and telesales. The principal activities of the Group were the manufacture, distribution
and retail of beds/mattresses and home furniture products. The retail group operated under the brands of:

e Bensons for Beds, a leading UK retailer selling a comprehensive assortment of leading bed brands; and
+ Harveys, a leading home retail specialist in the UK focusing on upholstery, dining and living room furniture,

The Group was supported by a vertically integrated network in manufacturing, warehousing and logistics and
distributions:

Relyon Limited - a bedding manufacturer;

Blue Group UK Beds Limited - a bedding manufacturer;

Formation Furniture Limited (formally Steinhoff UK Upholstery Limited) - an upholstery manufacturer; and
Unitrans Limited - providing warehousing and logistics.

The Group traded across over 262 retail stores in the UK and employed 3,469 people across the Group.

Geographically, the integrated support network was situated throughout the UK, with head offices for key business
units located in Accrington and Dartford, a national distribution centre at Magna Park (Rugby); alongside four other
distribution centres and five outbase sites. Four manufacturing sites were also located across England and Wales. A
summary of the Group's recent financial results is set out below: ‘

£m FY18 Actual FY19 Actual FY20 3+9 (F)
Turnover

Retail 505.1 480.9 506.4
Manufacturing 98.2 894.3 101.9
Total turnover 608.3 575.2 608.3
Gross Margin

Retail 254.5 237.3 259.7
Manufacturing 248 238 26.2
Other a5 (0.2) -
Total gross margin 2828 260.09 285.9
Overheads -

Retail (275.8) (271.6) {266.6)
Manufacturing {(17.9) (18.2) (19.4)
Other {10.8) (6.3) {2.6)
Total overheads (304.5) (296.1) {288.6)
EBITDA

Retail (21.3) {34.2) {6.9)
Manufacturing 6.9 56 6.8
Other (7.3 {6.5) (2.6}
Total EBITDA (21.7) (35.1) (2.7)

Blue Group - certain companies in administration | PwC | 8



The circumstances leading to our appointment

Since 2017, the Group has experienced a combinalion of challenges including the financial performance of its
ultimate parent entity, challenging economic environment and global events which have disrupted trading.

In June 2019, the Group completed a significant restructuring which simplified the intercompany debt structure,
secured continued funding of the defined benefit pension scheme and transferred this scheme to Homestyle Pension
Company Limited (a Steinhoff entity outside of the Group, and backed by parent guarantees) and introduced a new
credit facility, provided by the shareholder, to support cash requirements in the near term.

In November 2019, contracts for a sale of the Group to Alteri Investors (“Alteri”) were exchanged, subject to FCA
approval, with completion of the transaction taking place on 26 February 2020. As part of this acquisition, Alteri
acquired the £40m secured loan facility from the Group's previous lenders.

Due to ongoing trading underperformance and then the initial impacts of the COVID19 pandemic, the Group forecast
a significant funding requirement, alongside ongoing breaches of covenants in relation to its lending facility. The
shareholders and lenders to the Group were not prepared to provide additional funding and re-set covenants and so
the Group was marketed for sale.

Details of the marketing process, which was conducted by BDO LLP, are set out in Appendix C. No offers were
received from third parties contacted. Due to the global coronavirus pandemic and resultant restrictions imposed by
the UK government, the business was mothballed in March 2020. In June 2020, with the gradual re-opening of the UK
retail sector, Alteri submitted an offer for certain elements of the Group's business and assets.

Given no other offers had been received during BDO's marketing exercise and as the Alteri offer represented the best
value for creditors in the circumstances, it was accepted. Whilst the joint administrators were not directly involved in
the sale process conducted by BDO on behalf of the Group, we are satisfied as to the adequacy of the marketing
undertaken.

Pre-administration costs

As explained in Appendix C, PwC had been supporting the Group since February 2020 with contingency planning in
the event BDO's sale process did not find a buyer to complete a solvent transaction. Whilst our work was suspended
during the temporary closure of the business due to COVID-19, we restarted the planning and preparations once the
business began to reopen in June 2020, in particular from 9 June 2020 when the offer from Alteri confirmed that the

Companies were unlikely to avoid insolvency.. '

In Appendix B, we provide further information on the work this included, which in summary related to preparations for
the administration appointments, performing all necessary work to be able to complete the sale of the Bensons for
Beds business and planning for the seamless continuation of the remaining businesses.

At the date of our appointment as joint administrators, the unpaid pre-administration costs were as shown below.

Firm Services Amount unpaid (£)
PwC Administrators-in-waiting 606,943
Shoosmiths Sale and purchase agreement and 360,000

administration planning

Eversheds Sutherdand Appointment documents -
BDO Markeling and sale process 50,000
Hilco Valuation services 38,127
Total 1,055,070
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All these figures are exclusive of VAT and in Appendix B u{re set out how they are divided across the various
companies. These costs were all incurred with a view to the Companies entering administration.

To the best of our knowledge and belief, no fees or expenses were charged by any other insolvency practitioner.

The payment of unpaid pre-administration costs as an expense of the administration is subject to approval under Rule
3.52 IR16 and doesn't form part of our proposals, which are subject to approval under Paragraph 53 Sch B1 |A86.

If creditors elect a creditors’ committee, it will be up to the committee to give this approval under Rule 3.52 IR16. But if
there's no committee, and because we've said we think the Companies don't have encugh assets to pay anything to
unsecured creditors other than via the prescribed part (in certain cases), it will be for the secured creditor and (where
appropriate) the preferential creditors to do so instead. We will seek approval from those classes of creditors in due
course. In those companies where there are no secured or preferentia! creditors and no dividend for unsecured
creditors is expected, these costs may need to be approved by the Court.

By its nature, a pre-pack transaction involves the performance of work in the period prior to the appointment of
administrators, with the sale completing shortly after the appointment. We think that PwC'’s role in preparing and
planning for our appointment over the Companies made a significant contribution towards achieving the purpose of
the administrations. It enabled us to seperate the Bensons for Beds and Harveys businesses, so that we could
maximise value through a combination of a pre-packaged sale and trading the remainder of the business; overall
maximising value for creditors.

Our planning work meant that we were able to quickly take control of the business and assets which were excluded

from the transaction with the Purchasers, being the Harveys store portfolio and residual manufacturing and
distribution sites, ’ :
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What we’ve done so far and what’s
next if our proposals are approved

Management and financing of the Companies’ affairs and
business

Sale of the Bensons for Beds business and assets

Our overriding objective is to achieve the best possible outcome for creditors, typically achieved by maximising asset
realisations and minimising costs and claims against the insolvent estates. In this case, we concluded that the best
outcome for creditors would include an immediate sale of the Bensons for Beds business and assets to the
Purchasers. The transaction included certain elements of the retail manufacturing, warehousing and distribution
divisions.

As required by SIP16, a detailed narrative explanation and justification of why a pre-packaged sale was undertaken,
is enclosed at Appendix C. In summary:

e There were no offers to acquire the Group (or any part of it) on a solvent basis. Given the Group’s financial
position, this lack of offers confirmed that it was insolvent and an insolvency process was inevitable.

e  The lack of offers other than that from Alteri (for £23m), also strongly indicated that continuing to trade the
businesses during an administration process (if funding could be secured) would be unlikely to generate any new
or better offers.

e Our assessment showed that a pre-packaged sale to Alteri, in combination with the realisation of assets excluded
from the sale, would generate better value for creditors than the break-up value of the assets.

« In addition to acquiring the ongoing Bensons for Beds business, the Purchasers have committed to fuifilling
customer orders which were unfulfilled at the date of administration, In relation to these orders, customers had
made deposits totalling £27m plus VAT. Therefore, fulfiliment of the orders will significantly mitigate the value of
BGUKR's’ unsecured creditors, resulting in a higher dividend to the remaining unsecured creditors from the
prescribed part due to a reduced creditor pool;

e The secured creditor of the Companies suppoerted the transaction; and

e The sale resulted in the transfer of 1,899 people to the purchasing companies (representing 55% of the overall
workforce) thereby mitigating preferential and unsecured creditor claims. The anticipated formal transfer of a
large portion of the Companies’ retait store network will reduce or mitigate significant claims from landiords.

Please see Appendix C for an explanation of the alternative options considered and why they were not considered to
be viable or would have resulted in a worse outcome for creditors as a whole.

Consideration for the sale was not in the form of cash, As the Purchasers are ultimately controlled by the secured
creditor, the offer was a credit bid; meaning instead of the secured creditor receiving the cash proceeds from a sale of
the assets, they acquired the assets valued at £23m in consideration for part settlement of their overall indebtedness
in the same amount,

Week one strategy
Following the pre-packaged sale of the Bensons for Beds business noted above, the Companies’ retained certain
business and assets which relate primarily to the Harveys business. We have continued to trade the Harveys retail

business and manufacturing sites whilst we explore options te achieve a sale of all or certain divisions.

This includes 20 standalone Harveys stores, 119 stores which are now shared with the Purchasers (where the
Purchasers occupy under licence), two manufacluring divisions and two warehousing and distribution sites.

Blue Group - certain companies in administration | PwC | 11



In order te ensure an orderly continuation of trading for both the acquired Bensons for Beds business and remaining
Harveys business, transitional service agreements were agreed as part of the pre-packaged transaction. This
includes services which the Companies will provide to the Purchasers, such as logistics and provision of staff, whilst
also ensuring that the Purchasers continue to provide operational support to the Companies in the form of IT, finance,
logistics and other essential services.

tn order to protect and control the business from day one, we deployed staff to all of the non-retail sites. Due to the
number and spread of the retai! stores and in order to oversee day-to-day frading as efficiently as possible whilst
maximising value, we appointed European Retail Solutions Il Ltd (a specialist in trading retail businesses in distress)
to assist us.

We've set out below a high-level summary of the key areas of our work in the short time since our appointment.
Accordingly this is not an exhaustive list of all the work we have done.

Briefed employees on appeintment

Attended the warehousing and manufacturing sites to address employees;

Held a webex announcement for any employees unable to attend, including those on furlough;
Ensured retail employees were briefed by ERS and were directed to our webex updates; and
Set up a dedicated call centre team to deal with employee queries.

Implemented temporary additional controls and systems for ongoing trading

Secured the manufacturing and distribution sites on appointment;

Updated the Harveys websile and social media accounts, including the removal of ordering functionality;
Agreed terms with ERS as retail agents;

Commenced the negotiation of terms with key third party customers of the manufacturing divisions and essential
suppliers for the continuation of supplies;

!dentified key areas of risk, including health and safety;, GDPR and a specific focus on COVID-19 measures;

Set up new bank accounts and agreed processes for recording sales and cash collections during trading;

e Prepared and introduced new goods ordering systems and other trading controls.

Opened communications with creditors and other stakeholders

e Set up a dedicated helpline, website and mailbox in order to communicate effectively with a variety of
stakehotlders and interested parties and respond to their queries; and
e Set up a process for creditors asserting retention of title claims.

Commenced marketing of the remaining business and assets

e Prepared and circulated an updated Information Memarandum for the remaining business and assets to a list of
interested parties; and
s Commenced initial discussions with interested parties for certain elements of the business.

Complied with immediate statutory obligations

s Gathered information to allow us to fulfil our immediate statutory and regulatory obligations and take control of
the Companies tax and VAT affairs;

e Issued our “Initial letter to creditors with SIP 16 report” which is copled at Appendix C,

* Issued statutory notices of our appaintment, including to the Registrar or Companies and placing advertisemenis
in the London Gazette; and

» Ensure appropriate insurance cover is in place.
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Assets excluded from pre-packaged sale of business and certain other assets
A number of assets were specifically excluded for the sale to the Purchasers. These include the following:

e An element of cash at bank and in hand, which is in the process of reconciliation and allocation across the
Companies; '

e Certain leasehold and properties, some of which continue to be required by the ongoing businesses and a small
number are in the process of being returned to their landlords;

s Book debt realisations, principally relating to approximately £1.6m owed to Relyon Limited that we are now in the
process of collecting;

e Stock subject to retention of title {(ROT) and we have invited any potential claimanis to contact us;

e Certain property, business and assets of the Harvey's retail and manufacturing businesses (see the comments
above regarding steps we have taken to date to market these);

e Manufacturing rent deposits; and

s Merchant services cash collateral deposits in the region of £4.5m that are unlikely to be recoverable in the near
term.

We are taking steps to realise any value in these assets or otherwise deal with them in the appropriate manner,
including providing reasonable assistance to third parlies with a proprietary interest in them. A key area of our current
and future work is the supervision of ongoing trading of the Harveys business and the realisation of its assets.

Similarly, we are working with the Purchasers for the purpose of agreeing the correct apportionment of cash balances
and ongoing receipts into the Companies’' bank accounts.

We will provide an update in our first progress report to creditors in approximately six months' time.
Employees

The pre-pack sale of the Bensons for Beds business has preserved 1,859 jobs. The Harveys furniture stores and the
manufacturing facilities not acquired by the Purchasers will continue to trade in administration whilst options are
explored. As a result, 1,330 employees have been retained to support the trading period while we explore the options
for the Harveys furniture business including both the retail and manufacturing businesses.

Like many retailers, the Group has been hit hard by market headwinds and weaker consumer spending. For a retail
sector already under severe pressure, the coronavirus outbreak has had a significant impact on trading. Due to the
challenging economic situation of the Group, regrettably 240 employees were made redundant immediately on
appointment. An employee helpline has been set up in order to support impacted employees.

Qn our website, we have also published a number of questions and answers that employees frequently ask in these
situations and shared various documents provided by agencies who may be able to provide support to employees.

Stock and retention of title

We expect a limited number of suppliers to claim ownership to stock in the Companies’ possession at the time of our
appointment. Any supplier wishing to claim ROT and has not yet informed us, should write to us at
uk_btuegroup_suppliers@pwc.com, as scon as possible.
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Property

The Group traded across over 262 retail stores in the UK, operating under various fascias but primarily Benson for
Beds and Harveys. As explained earlier, the integrated support network was situated throughout the UK, with head
offices for key business units located in Accrington and Dartford, a national distribution centre at Magna Park
{Rugby); alongside four other distribution centres and five outbase sites. Four manufacturing sites were also located
across England and Wales. The table below summarises the property portfolio:

Entity LTO Retail Retail Non- Total
Trade Exit Retail
BGUKR 5 - 1 3 g
BGUKP 126 6 5 137
HGOL 47 2 1 - 50
SIL . . 1 . 1
uL - - 1 . 1
PP1 14 3 - - 17
PP2 3 - . - 3
PP7 . . 1 . 1
PP8 4 - 1 - 5
PP11 1 - - 1
PP14 9 1 - 10
PP15 36 8 2 - 46
PP17 1 - 1 - 2
BGUF 1 . . . 1
TOTAL 247 20 9 7 283

Included within the sale of business and assets to the Purchasers were two {non-retail) freehold assets owned by
RL and BGUP for consideration of £400k and £2m respectively. For completeness, these are also shown in the

table above. Further details can be found in Appendix C.

On appointment, we have continued to work through the Companies’ records on the property portfolio and the status
of each one. We expect there may be adjustments to the figures shown above as more information is provided,

reviewed and reconciled.

The sale to the Purchasers included a licence to occupy all of the retail stores. We will be providing reasonable
assistance to the Purchasers over the coming months with regards to the assignment or surrender of the leases. In
the meantime, our intention is to continue to collect licence fees from the Purchaser as normal during this period and
pay ongoing rent {calculated on a daily basis) from the date of appointment. We expect this to be a significant area
of ongoing work, reducing over time as the number of properties remaining under licence also reduces.

We are writing to landlords directly with regards to angoing arrangements. In the meantime, landlords can contact us

at: uk_bluegroup_landlordsproperty@pwc.com.
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Connected party transactions

Please be advised that the Purchasers, who have acquired certain business and assets of the Companies as
described earlier, are connected to the Companies due to having a commeon ultimate parent (Alteri). Certain directors
of the Companies are also involved in the management of the Purchasers. Further details on this refationship and
why a sale to a connected party was undertaken can be found in Appendix C.

Directors’ conduct and investigations

One of our duties is to look at the actions of anybody who has been a director of the Companies in the three years
before our appoiniment. We have to submit our findings to BEIS within three months of our appointment.

We also have to decide whether any action should be taken against anyone to recover or contribute to the
Companies’ assets. If you think there is something we should know about and you haven't yet told us, please write to
us as soon as possible, or by email to uk_bluegroup_creditors@pwc.com. This is part of our normal work and doesn't
necessarily imply any criticism of the directors’ actions,

Statutory work we still need to do

In addition to the work set out above, other key areas of work will be as follows:

e We must comply with all relevant tegislation and regulations arising as a result of the insolvency of the
Companies and our appointments as joint administrators. These typically include periodic reports to creditors,
obtaining approval for our remuneration and internal controls to ensure the administration strategy continues to
be appropriate and outstanding matters are being progressed on a timely basis.

e During the course of the administration, we will be winding down the Companies’ affairs, including responsibitity
for VAT and tax matters.

Objective of the administration

As explained earlier in this report, we're pursuing statutory objective (b) (being to achieve a better result for the
Companies’ creditors as a whole than would be likely if the Companies were wound up {without first being in
administration)), as it was not practically possible to rescue the Companies as going concerns.

Achieving a better outcome for creditors arises from maximising the value of assets, minimising the costs of realising
those assets {and costs of the administrations generally) and reducing the level of creditor claims against the
Companies.

The outcome for the secured creditor is expected to have been maximised by virtue of the pre-pack sale and
realisalion of other assets subject to its security. Preferential creditors are expected to be paid in full. Unsecured
creditors are expected to receive a dividend in certain cases that would likely have been reduced or unavailable in
other scenarios.

In a number of cases there is no secured debt or dividends to any class of creditors. This typically relates to entities
that held leases that were included in the sale, for relatively low value. If our investigations into the affairs of those
companies, including a review of the directors’ statements of affairs, conclude that objective (b) is not appropriate in
the circumstances, then we will arrange for those administrations to be concluded and our appointments to cease to
have effect at the earliest practical opportunity.

We'll continue to manage and finance the Companies’ businesses, affairs and assets from asset realisations. We may
also investigate and, if appropriate, pursue any claims the Companies might have. We'll also do anything else we
think appropriate, to achieve the purpose of the administrations or to protect and preserve the Companies assets or to
maximise realisations or for any other purpose incidental to these proposals.

Blue Group - certain companies in administration | PwC | 15



Estimated outcome for creditors

Secured creditor

In our SIP16 report in Appendix C, we provide details of the security granted by the Companies to the secured
credilor.

The secured creditor was owed £41.7m at the time the Companies entered into administration. We indicated on page
1, those companies that had granted security over their assets to the secured creditor.

The above sale immediately reduced the secured creditor’s indebtedness by £23m. Further recoveries are expected
for the secured creditor from the assets excluded from the sale. We currently estimate that the secured creditor's
overall recovery from the administrations wilf be in the region of 61% to 69%.

Preferential creditors

We expect preferential claims to arise in BGUKR, RL, FFL and UL only. We are pleased to confirm that we expect
there to be sufficient assets available to pay these claims in full. This is expected to happen in around 6 to 12 months
time, once the RPS has finished paying the statutory elements of these claims and all claims have been agreed.

Unsecured creditors

In an administration, amounts become available for creditors potentially from two sources: (1) any prescribed part
fund and {2) any surplus remaining after secured debis have been repaid in full.

The prescribed part is a fund that has to be made available for unsecured creditors. It's paid out of ‘net property’
which is floating charge realisations after costs, and afler paying — or setting aside enocugh to pay -

preferential creditors in full. But it only has to be made available where the floating charge was created on or afler
15 September 2003. The prescribed part applies in this case as there is a floating charge created on or after 15
September 2003.

The amount of the prescribed part is:

¢ 50% of net property up to £10,000; plus
e 20% of net property above £10,000; but
e  Subject to a maximum of £600,000.

We think there will be a prescribed part dividend for unsecured creditors in certain of the Companies, based on what
we currently know . Our estimates were set out earlier in this report.

If we think the costs of agreeing claims and paying a prescribed part dividend will be disproporicnate to the benefits,
we can apply for a court order not to pay the prescribed part to unsecured creditors, At the moment we don't plan to
make such an application.

However, we can't yet give you a realistic estimate of the dividends that will be paid from the prescribed part because
of the uncertain fina! fevel of claims from unsecured creditors. The level of costs incurred in agreeing claims, declaring
and paying dividends will also be a factor, as these are paid from the prescribed part funds with the net amount
available to creditors.

In addition to any prescribed part, we don't think there will be any dividend for unsecured creditors (in any of the
Companies) based on what we know currently.
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Our fees and disbursements

We intend to propose that our fees be determined as one, or a combination, of the following;

1. based on the time we and our staff spend on the administrations at our normal charge out rate for this type of
work (a time cost basis);

2. asetfee.

We also intend to propose that disbursements for services provided by our firm (defined as Category 2 disbursements
in SIP9Y) are charged as per our firm's policy. :

It will be up to the creditors’ committee to fix the basis of our fees and Category 2 disbursements. But if there's no
committee, and because we've said we think the Companies don't have enough assets to pay anything to unsecured
creditors other than via the prescribed part (in certain cases), it will be for the secured creditor and (where

_ appropriate) the preferential creditors to do so instead. We will seek approval from those classes of creditors in due
course.

If creditors or the commitiee do not fix the basis of our fees and Category 2 disbursements, we may apply to the court
to fix them no later than 18 months after the date of cur appointment. In those companies where there are no secured
or preferential creditors and no dividend for unsecured creditors is expected, these costs may need to be approved by
the Court.

However, before the basis of our fees can be approved, we must provide all creditors with the following:

e Details of the work we have done and propose to do {much of which has been included in this report);
e Details of the expenses we expect to incur; and

¢ [f any element of our remuneration is to be paid on a time cost basis, an estimate of the hours likely to be
incurred and the hourly rates for that work (a fees estimate).

We will circulate a further report containing this information in due course.

Ending the administration

Qur exit routes will depend on the outcome of the administrations. At the moment we think that the most likely exit
routes are as set cut below.

As we've said above, we think there will be a dividend for unsecured credilors from the prescribed part for certain of
the Companies. If that is the case, once we've paid the prescribed part dividend and we've finished our work, we'll file
notices with the Registrar of Companies and the Companies will be dissolved three months later.

In the very unlikely event that funds become available to pay a distribution other than from the prescribed part, we will
apply to the court for permission to pay any surplus to the unsecured creditors. Should this be granted, once we have
paid the dividend and finished our work, we will end the administration by filing notices with the Registrar of
Companies and the Companies will be dissolved three months later.

If we don’t get permission to pay the dividend, we'll put the relevant company into creditors' voluntary liquidation, or
comply with any Court order if different, If that happens, we propose that Zelf Hussain, Peter David Dickens and Yulia
Marshall are appointed as joint tiquidators (or, if replacement administrator(s) are appointed, any person(s) appointed
as administrator(s) at the time of the registration of notice of moving from administration to creditors’ voluntary
liquidation per Paragraph 83(4) Sch B1 IA86) and that any act required or authorised to be done by the joint
liquidators can be done by either or all of them. Creditors may, before these proposals are approved, nominate a
different person or persons as liquidator(s), in accordance with Paragraph 83(7)(a} Sch B1 1A86 and Rule 3.60(6)
IR16.

Where no dividends are available to unsecured creditors, it is mostly likely that we'll file notices with the Registrar of
Companies and the Companies will be dissolved three months later.
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If necessary to achieve the objective of any administration and complete our work, we may seek an extension to the
period of the administration (beyond the statutory period of one year}, by consent of the appropriate class of creditor,

or by an order of the Court.

Wwe'll be discharged from liability in respect of any of our actions as joint administrators at a time set'by consent of the
appropriate class of creditors, or by an order of the Court. .

Please note that the administrations may end in different ways and at different times.
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Estimated financial position

The directors have not yet given us a statement of affairs for the Companies. This is because we have issued these
proposals as soon as reasonably practicable and the directors are still in the process of preparing the statements. A
copy of the statements will be filed at Companies House in due course.

Pending submission of the directors’ statements of affairs, we set out in Appendix D the estimated financial position of
the Companies as at 30 June 2020. As required by faw, this includes details of the creditors' names, addresses and
debts, including details of any security held, to the best of our knowledge at this time.

The book values are based on information provided to us by the Companies from available management information;
they may not be up to date and have not been checked by management or audited. They may, therefore, differ from
the figures in the directors’ statements of affairs when these are produced.

In line with the statutory format for a statement of affairs, our estimates of the Companies’ financial positions do not
include any estimates of the costs of the administrations; which are payabte from the assets available prior to any
distributions to creditors.

We recognise creditors may want to contact each other to discuss certain aspects of the case. If you need more
information to be able to do this, please write to us or email your request to; uk_bluegroup_creditors@pwc.com.
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Statutory and other information

On page 1 we listed all the Companies that are the subject of this report and are now in administration. That list
provided the legal name of the company, its registered number and court reference for the administration. 1n this
section we provide further information on each of the Campanies and the appointment of administrators (which in all

cases was on 30 June 2020).

Information relating to all the Companies

Appointer'sfapplicant's name
and address:

Court order following an application by the directors of each company, based at 3rd
Flaor, The Globe Centre, 1 St James Square, Accrington, Lancashire, England,
BBS5 ORE.

Administrators’ names and
addresses:

In relation to all the Companies except Formation Fumniture Limited:

Zelf Hussain of PwC, 7 More Lbndon, Riverside, London, SE1 2RT
Peter David Dickens of PwC, 1 Hardman Square, Manchester, M3 3EB
Yulia Marshall of PwC, 7 More London, Riverside, London, SE1 2RT

In relation to Formation Furniture Limited:
Zelf Hussain of PwC, 7 More London, Riverside, London, SE1 2RT
Peter David Dickens of PwC, 1 Hardman Square, Manchester, M3 3EB

Yulia Marshall of PwC, 7 More London, Riverside, London, SE1 2RT
Ross David Connock of PwC, 2 Glass Wharf, Bristol, 8S2 OFR

Contact: uk_bluegroup_credilors@pwe.com

Objective being pursued:

Objective {b) - achieving a better result for the company's creditors as a whole than
would be likely if the company was wound up (without first being in administration).

If our investigations into the affairs of any company, including a review of the
directors’ statement of affairs, conclude that objective {b) is not appropriate in the
circumstances, then we will arrange for the administration to be concluded and our
appointment to cease to have effect at the earliest practical opportunity.

Split of the Administrators’
responsibilities:

In relation to Paragraph 100(2) Sch.B1 1A86, during the period for which the
administration order is in force any act required or authorised under any enactment
to be done by either or all of the Administrators may be done by any one or more
of the persons for the time being holding that office.

Regulation (EU) 2015/848 of
the European Parliament
and of the Councit of 20 May
2015 on Insolvency
Proceedings (recast)

The Regulation applies this administration and the proceedings are main
proceedings.

Sharehcldings held by the
directors and secretary

None

Trading styles

Bensons for Beds

Harveys / Harveys Furniture
Formation Furniture

Relyon
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Directors and Company Secretaries

Company Directors Company Secretary
Blue Group UK Furmniture Limited GF, MXJ None
Blue Group Hold Co Limited MXJ, JJFW JHR
Blue Group UK Beds Limited ACAC, MXJ, MAD JHR
8lue Group UK Manufacturing Limited JUFW, ACAC, MXJ JHR
Blue Group UK Retail Limited MXJ, JJFW JHR
Blue Group UK Group Propertigs Limited GF, MXJ, PS JHR
Formation Furniture Limited ACAC, MXJ, JW JHR
Homestyle Group Operations Limited GF, MXJ, PS Nene
Property Portfolio (No 1) Limited GF, MXJ None
Property Portfolio (No 2} Limited GF, MXJ None
Property Portfolio (No 7} Limited GF, MXJ None
Property Portfolio (No 8) Limited GF, MXJ None
Property Portfolio (No 11) GF, MXJ None
Property Portfolio (No 14) Limited GF, MXJ None
Property Portfolio (No 15) Limited GF, MXJ None
Property Portfolio (No 17) Limited GF, MXJ None
Relyon Group Limited ACAC, MXJ JHR
Relyon Limited ACAC, MXJ, MAD JHR
Serais Investments Limited GF, MXJ, PS JHR
Unitrans UK Limited DBH,MXJ, GDM None
Unitrans Logistics (UK} Limited DBH,MXJ, GDM None
Unitrans Limited DBH,MXJ, GDM JHR

MXJ = Mark Xavier Jackson

JJFW = Joseph James Francis Wykes
GF = Goerdon Forsyth

PS = Paul Stanworth

JHR = John Henry Robins

ACAC = Alan Charles Addison Chapman
JW = Julian Waite

MAD = Mark Alexander Duff

DBH = Darren Brian Hall

GOM = Gary David Mcdonaid
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Receipts and payments account

At the time of writing, the only amount received relates to a £9m transfer from one of the
Companies’ pre-appointment accounts into the administration account for Blue Group UK Retail
Limited.

A full reconciliation is required to determine the beneficiaries of those funds - whilst it is expected
to primarily belong to Blue Group UK Retail Limited (in administration), a hank reconciliation
performed by the Purchasers and agreed by the joint administrators is required o determine
which funds relate to ongoing trade of the Companies or the Purchasers after 30 June 2020
where receipts have been paid into the Companies’ account(s).

Part of the transaction included the acquisition of certain of the Coempanies’ cash balances, in the
amount of £6.5m. As the Purchasers anticipated delays in opening new bank accounts, it was
agreed as part of the transitional service agreements that we would retain this £6.5m and
facilitate any payments the Purchasers were required to make for the newly acquired business,
until its new accounts were available.

The £6.5m should be allocated among a number of entities in administration, not solely Blue
Group UK Retail Limited. Work is ongoing to determine the exact split of this between the
various individual companies in administration. However, at the time of writing, £6.5m remains in
BGUKR, due to the other entity bank accounts still in the process of being opened.

This fund {less payments made or retention held with the agreement of the Purchasers) will be
passed to the Purchasers in due course.

We have also made a small number of payments in relation to Formation Furniture Limited (in
administration), in the sum of £66k, including VAT. In the short-term, these have been paid from
the funds held in BGUKR and will be refunded by Formation Fumniture Limited (in administration)
when funds permit.
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Appendix A: Group structure

BGHC
PP1T HGOL BGUKGP BGUKR BGUKM UUK,
| | |
RGL ULUK
SiL FF ‘
RL BGUKB UL
PP1 PP2 PP14 PP7 —  BGUF HO
PP15 PP3 PP3
PP
Notes

All subsidiaries are 100% owned by its immediate parent company.
PP3 - Property Portfolio (No3) Limited

HO - Homestyle Operations Limited
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Appendix B: Pre-administration
costs

The table below provides details of costs which were incurred before our appointment as Administrators but with a
view to the Companies entering administration. Details of the work done and expenses incurred follow,

Unpaid amount (£) Pald amount (£)
Our fees as Administrators-in-waiting 606,943 nfa
Expenses incurred by us as joint Administrators-in-waiting 448,127 5,533
Fees charged by other persons qualified to act as an insotvency nfa n/a
practitioner
Expenses incurred by other persons qualified to act as an nfa nla
insolvency practitioner
Total 1,055,070 5,533

Our fees as administrators-in-waiting

We were first engaged to commence contingency planning for the Companies on 19 February 2020. This included
planning for an administration scenario, with appointments anticipated to occur a short time following the conclusion
of BDO's sale process, should it become clear that an insolvency process was required. The sale process had an
initial deadline for offers set at 20 March 2020.

Our contingency planning stopped on 23 March 2020, following the UK government's announcement of COVID-19
restrictions. The Companies' retail businesses were mothballed as part of the government restrictions and remained
closed until 9 June 2020, when the Companies initiated a phased reopening plan. On the same day, Alteri submitted
its offer for part of the business and assets, which (and in the absence of any other cffers) confirmed that the
Companies could not avoid an insolvency process. Accordingly, our planning and preparations for the administrations
restarted the same day.

Our fees have been calculated on time cost basis, using our usual charge out rates for work of this nature. Our work,
performed with a view to the Company’ entering administration, included:

Negotiating and finalising the terms of the sale contracts with the Purchasers, in conjunction with Shoosmiths and
including the operational practicalities of the transitional services agreements;

» Developing a strategy for the post appointment trading period (including customers and suppliers) and the
realisation of the key assets;

s  Consideration and analysis of liquidity requirements and potential recoveries, including the production of
estimated outcome statements and cashflows;

» Preparation for the sale of the two manufacturing businesses including compiling a list of potential buyers and
preparation of Information Memcrandums and a dataroom;

e Analysis of landlord considerations in respect to leased properties (warehouses, depots, etc);

¢+  Working with the Company's’ directors in preparing for the administrations;

+ Completing our internal procedures in preparation for accepting the appointments;

» Developing a ‘day one’ strategy for our team, which included the preparation of immediate communications to

stakeholders and ensuring a PwC presence at the Companies non-retail main locations immediately following the
appointments;
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s Reviewing the Company's employee information, considering the employee sirategy and preparing
communications to the employees;

s _Identifying key areas of risk and how these could be miligated; and
s Preparing statutory documentation and declarations required for effecting the administration appointment and

liaising with our legal advisors in this regard.

Please note that the above is indicative of the key areas of work performed and is not an exhaustive list. We believe
that the above work was necessary in order to achieve the objective of the administration, maximise realisations and
minimise losses for creditors. Had this work not been carried out, the Companies are likely to have entered an
insolvency process in an uncontrolled manner, which is likely to have had a detrimental effect on the outcome for all
creditors.

Expenses incurred

The expenses in the table on the previous page, refer to the following:

Firm Service provided Unpaid amount (£)  Paid amount (£)

Shoosmiths LLP Legal services: 360,000 -
s Contract work on the pre-pack sale;
s Contingency ptanning for administration;
& Providing advice on applications for vehicle operators
licences;
¢ Preparation and advice on non-disclosure agreement
for potentia! sale; and,
s Advice regarding miscellaneous administration
matters.

Eversheds Sutherland * « Preparation of administration appointment documents - 5,533
on behalf of the directors

BDO & Sale and marketing procass described in Appendix C 50,000 -
Hilco + Asset valuation services as described in Appendix C 38,127 -
Total 448,127 5,533

* we understand Eversheds Sutherland were engaged and paid directly by the Companies.
Approval of pre-administration costs

Pre-administration costs will be paid (subject to approval), by either or a combination of a) the secured creditor under
a separate funding agreement, or b) from assets realisation as an expense of the administration. Where unpaid
pre-administration costs exist, we expect only the secured creditor to have a financial interest in the amount to be
paid.

The payment of unpaid pre-administration costs as an expense of the administration is subject to approval under Rule
3.52 IR16 and doesn't form part of our proposals, which are subject to approval under Paragraph 53 Sch B1 IA86.

If creditors elect a creditors’ committee, it will be up to the committee to give this approval under Rule 3.52 IR16. But if
there's no committee, and because we've said we think the Companies don't have enough assets to pay anything to
unsecured creditors other than via the prescribed part (in certain cases), it will be for the secured creditor and (where
appropriate) the preferential creditors to do so instead. We will seek approval from those classes of creditors in due
course. In those companies where there are no secured or preferential creditors and ne dividend for unsecured
creditors is expected, these costs may need to be approved by the Court.
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Appendix C: Copy of our report to
creditors on the sale of part of the
business and assets

When viewed on our website, this appendix can be viewed by clicking the link:

Initial letter to creditors with SIP16 report
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Appendix D: Estimated financial
position including creditors’ details

As the directors have not yet given us a statement of affairs for the Companies, we have set out in this appendix the
estimated financial position of the Companies as at 30 June 2020.

When viewed on our website, the lists of creditors provided by the Companies in relation to each entity, can be
viewed by clicking the link:

* Creditor lists received from the Companies (6 July 2020)

The liabilities shown in the estimated financial position for each company are derived from information previously
provided by the Companies. The lists of creditors were received shorily prior to issuing this report and therefore we
have been unable to undertake a reconciliation of the previous and tatest estimates in the time available. However we
have noted that there are differences (perhaps due to timing issues or the exclusion of individual creditors*) which we
expect will be clarified once we receive the directors’ statement of affairs for each company.

* For data protection reasons and in fine with the disclosure requiremants for the directors’ statements of affairs, these
fists do not include the names and addresses of any creditors who may be current or former employees of the
Companies, or custorners who have made deposils against unfulfilled orders.
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Blue Group UK Retail Liniited < in-administration
Estimated Financlal Position -

NB: the analysis above excludes any expenses; prolessional fees
.or other agsociated costs of realisation. We will share mote
‘déveloped estimates of these in our remueration feport

As at 30 June 2020 . )

Book Estimated to
€000 Yalue Realise-
Assets specifically pledged
Assets | Purchase consideration - -
“Surplusi{deficit) on fixed ¢harige -
Assets not specifically pl¢dged
Goodvwill and intangiblés B 5.155 -
Pioperty, plant and equipment- 15,653 605
-Stocks 33,777 10,83
Tiade debtors . 2,004 1428 .
:Otkier debtors, prepayments & rebates 15.236 -
Cash . 8,338 5.452
Assets | Purchase consideration '13.468
Total. floating charge realisations 31,784
Total assets available for preferential creditors 31.784
P:eferential employee claims (0,373)
Piescribed part (600)
Si.ltpIus'l(-déﬁcit')"auailable for floating charge creditors 30,01
Less Aleri floating charge debt 42,000 (42,000
Surplusl{deficit] available ‘for floating charge creditors’ (11.989)
‘Customer deposits {22,703) -
Trade creditars L (7,293) (7.299)
HMRC {17,565)- (17.565)
.Unsecured employee claiins - (6.740)
Other (10,654 (10,654)
"Deficit With regards to .ynégcg[ed creditors (42.259)
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Blue Group UK Group Properly Lumnecl —in. admmistranon

Estimated Financial Position

NB: the analysis above encludes any expenses, professlonai fees or.

othet assoolated costs of reahsauon We mil share more deueloped
Sstimates of these in our remueration report
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As &t 30 dune 2020 ”

T . Estimated to
£000 _Book Yalue. .Reailise
Assets specifically pledged
Assets! Puichase considerstion - -
'S!_jrplusl[t':!gficil_] 'gl'i' fix?'d fh.?'!'?' -
Assets not specifically. ble"dgéd
Propenty, plant and equment 17105?-‘ =
Trade debtors - 3 =
Cther debtors prepayrnems & reba:es 3 640 -
Cash 3,348 . 830.
Aissets | Purchase consideration 2,503
Total floating charge realisations '3.393
Total assets available for p:é_f-elé:nliall creditors 3.333.
P:eferenual employee claims - -
Prescnbed parn {600)
Surp‘nlusl[deficit-] avaitable for floating charge creditors 2,793
|.ess Aleri floating charge debt [42,Ubﬁi [42,006j
Surplust{deficit)-available for floating c,llél'rg:e‘ creditors (33:207)
Intercompany ¢ credltcu 42, .204) (42.204)
Trade creditors [762] (762)
HMAC , .
Unsecured' employee c!alms - . S
Landlard ereditoss (32,116) (32.116)
Deficit with re'g_'a_id_s-t_p unsecuréd creditors (75.082)




:Homestyle Group Opérations Limited -
_Estlmated Fmanclal Posmon

in administration

As at 30 June 2020 L
Estimated to
-£7000 Book Value ‘Realise

-Assets speclhcally pledged )

Assers { Purchase, conslderatlon - -
-Surp!usn‘[deflcll] on fised charge -
‘Assels not speclhcally pledged ] )
Cash 1 n

Assetsd Puichase oonswderauon 45

Total ﬂoanng charge realisations - 56

Toral: assets au-allable Ioi 'p'ieferential credltots 56
Pieferential emp!oyee claims =
'Prescrlbed part .[1{!]-
;S_iirplu_sf[defiqid available for floating charge cr_edin.:;_s 4z
Less Aleri iioat}ng charge debt [42,|jﬁljj- [42000]
,Su‘r‘plusn‘(déficit)'auéilahle for floating charge creditors (41,358)
-Landicid créditors (48.262) (48,262)
Trade creditors - ST
"HMRC - -
:Unsecuied employee claifs - -
Dé(i;imi'ﬁ'i‘tluj‘;éi'g"ai_qls‘gfb unsecuied creditors (48.262)

NB: the analysis above excludes any ekperises, professional feesor
-other assoclated costs of realisation. We will shate more developed

'esumates of these in our remuelatlon report
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Formation Furniture Lll'mted -in admmnsuauon
“Estimated Financial Position’

NB: the' analysis sbove excludes any expensés, professional fees or
other associated costs of :eahsat:on We will sharé more developed

-éstimates of thése in cur remueranon repoit

As at:30 June 2020 )

L e Estimated to
€000 Book Yalue: Realise
Assets specifically pledged

Assets | Purchase consideration - -
Surplusi{deficit) on fixed charge, -
Assets not 'spec'iiically pledged
‘Goodwill andintangibles 9. -
Propeny, plant and equipment 824 339
Stocks 1.761 200
‘Trade debtors 456 =
.Other debtoss, prepayments & rebates 3 -
.Cash 365 965
Assels ! Purchase consideration -
Total Hoating charge realisations 1,504
Total assets available for preferential creditors 1.504
- Preferential employee claims =
Presciibed part (300)
Surpluslideficit) available for floating charge creditors 1,204
Less Alerifloating charge debt (42.000) (42,000)
Surplu_sl(defiqit] available for flqaiiﬁg:cﬁat’gﬂe,cqe_dilor_s’ (40.736)
Intercompany oreditor 1541) {1,541
Trade creditors - -
HMRC ) (253 (253)
‘Unsecured employee claims - -
‘Other creditors (745) (745
Delii;'i.t with regards to unsecured creﬂito'tg Z539)
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Blue Group IJK Hanufactunng Limited - in admimsttatlon
Esumated Financla! Pasitisn

“Asat30 JuneZUZEI, e
‘Estimated to

‘€000 . Book-Value Realise

ﬁssets speclhcally pledged i T

: se,consideratlon - -
Surplus![dehcll] on fined charge ) =

Assels not speclflcally pledged

:Gooduil and intanglbles é&éﬂj -
Cash 4391 -
ﬂssets { Purchase congideration 351
‘Teral Hloatinig chaigé realisations | ! 351
:Total assets available for preferential cieditors 351 -

Preferentlalemployeec!alms T
.Presciibed part * o ({1}

_I_Sdrﬁlds{[_d_éf:iq_il!._é.ua‘i:lal?le-fo:r" fleating:chatge éreditors 281 i
Less Aléi fioating charge debt’ '(42,000)° (42,000).
=’S:‘::ﬁh§lfdéﬁﬁﬁfauail_aﬂ'.iie _ior_.:ﬂ'o_é_ting charge creditors [41,7131
lntercompany cieditot (5.778] : Il{5,‘::l"7‘6i :
*Trads creditors (32) (32
HMRC - -

\Unsecured employee claims - - -

Déeficit iith'regér‘ds:lo-uﬁsecuied’cteditbiss . 15.809) .

' {NB the, analysls aboue exrcludes any expenses, profess:onal fees or
'--other associated costs of reaﬁsatmn We w1[| shale more deueloped
’ estimates of these in our remueration. :epon
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in admlmstrauon

Relyon: Gtoup Limited =
Estimated Finangial Posmon "

NB lhe analysus aboue encludes any enpenses; professional fees or
other assoclated costs ol reahsauon \v‘e will share more deueloped
estlmates of these |n our lemuefation Ieport

A3 530 Uise 2020
o me . Esumated to
. €000 Book Value Realise:. -
Assets specifically pledged
Assets! Purchase considétation : - -
Surplusf[def' 'n] on hxed charge -
Assets not. _peclhcally pledged
Gooduill and mtanglbles + 10,000 -
Cash "1289 .289
Assels A Purchase consnderauon - .
Total ﬂoaltng chaige: 283
Tota_l.as_'g@z_;'s availablé: for_' p’"l_;"t:";fe!_gll‘l.t'i".alr.&'t'éii:l_i‘téié 289
Pteferenna! emplayee clatms -
Presorlbed part [81]
Suiblusitgefidii) SU3ilable 0 Hogtng chaige Giédiiers; g
Less £leri‘ﬂoéﬁr3:g charge debi,, (4é UUU] [456061
Surplusiideficit) available for floatirig charge ereditors:: @1.772)
Intercornpany credllor v aiia e s
Tiade creditors~™ {729)~ (729
HMRC - ..
Unsecured employee olaims - -
Deficit with regards to-urisdiiired cieditors. ; 175)
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Helyon Llrmted - in. admlmstratlnn
Estimated Financial Position

- As 3130 June 2020
o ' . ) . Es}iméied-to
£'000: Book Yalue Realise:
Assets spécifically pledged
# Assets ! Purchase consideration ot . 400
Less. F\len fisied chalge deb: (42,000) .. (42,000) .
+ Surplus![dehclt] on fmed charge (41.600)
Assets not specuhcally pledged
Goodwill and |nlanglb!es 6,845 =
Property plant and equipment 2,143, 1,297
Stocks 2.,43_1 ’ -
Tfade debtors 1,644 i 450,
Dtherdeblors, prepaymenls &tebates 308 -
‘Cash B53; 447,
Assets IPurchase. constderalion 206..
Total floatmg charge realisations .2.400-
' Tptal.é-$§e§§ -available for p@__ele_iénii'{ll_é?egild;;s ‘2,400
Prefeérential employee qléi}ns [438]
Présiibedpn, (400)
éqrp_li:_ﬂ_[defi“eftj available far floating chaige creditors . - 1.514
..Less .Aierirl:l.oati‘ng e?harge debt (42000] ]41,600]
-Surplusf(deficit) dvailable for floating charge creditors : (40,086}
Intescompany’ credttor (3659 (3.659)
Tiade crediiors’ (533) (533)
HMRC [600] (800)
‘Unsecured employée claims [2 145]
Delici $ith idaids to unseauied cisditois J— 1))

NB: the analysis above excludés any expenses; professional fegs or -
other assocleted costs of realisation.’ We. wnfl share mare developed
estlmates of these in uur !emuerauon repon
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‘Blue Group UK Beds Limited - in-administration
Estimated Financial Position

NB: the analysis above excludes any expenses; professional feesar
other assodiated costs of reahsauon We wil share more déveloped

estimates of these in our remueration repsrt

As at 30 dune 2020.

Estimated to
£'000 . Book Value Realise
Assets specifically pledged ]
Assets I Puichage cons:derauan - 2,000
Lgss Aleri fmed charge debt (42,000) (42,000)
Surplus!(dehclt) on fiked charge- -{40,000)
‘Assets not specifically pledged
Property, plant and equipment 3.8 -
Goodwill and intangibles 1,209 =
Propeny. plant and equipment .2.004 -
.Stecks 1,963 -
Trade débtors 1394 24
Cash 1,73 179
‘Assets ! Puichase constderauon 4,073
Total floating charge realisations. 5:988
Total asseéts available for preféerential creditors 5. 988
Pieferentialempléyee claims -
Prescribed part -(600)
Surplnus}[‘deli"t_'.:i‘l] available for floating charge creditors 5.388
Less Alerifloating charge debt (42,000} (40,000)
ASurplusl(d'eiit_:it-l‘auailab!e for.floating charge creditors 34,692
Intercompany crediter {1.585) (1,585)

' Trade creditors - -
HMRC .(533) (533
Other creditors (2.623) (2.623):
Deficit with regards to unsecured creditors (4.747)
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Umltans Ul( Lumted in-administration
Esumated F:nanc:ial F'osmon

As at 30 June 2020
£000 .

Estlmated to

Book Value’ Realise

Assets*spemhcally pledged
Agsets fPurchase constderauon
Surplusl[dehc:t] on fiked charge

Assets not specnhcally pledged
Tash’

Azsels i Purchase cons:deratlon

Total floating charge realisations

_qu"él assets available for preferential creditors,

‘Preferentlal emplnyee claims.
Prescnbed pan

‘Surplusi(déficit) available for floating chaige creditors
Less j-'\!eri lhl.oa,t‘ing charge debt

Surplusﬂaélicit] available for Hloating cl‘ia;ge creditors
Interéompany’ credntor

Trade ereditors

HMRC

Unseoured employee claims

Deficit with iégards to uhsecured creditors

NB: the analysis above excludes any expenses, professlonal feesor

oxher assoolated costs of reahsauon We wu[l share' more developed
esumales of these in our remueuatmn report

@

4
(42,000) (40,000)

13999861
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Estimated Fihan&ial Pasition:*
As at 30 " "llj_e 2020

-E:.;ti_r'n_'a_:e"_d‘ o

Book.Valiis ‘Realises

Asseés no;{spec'i t't;:eill'i-y:pl‘e_'tl'ilgel"..lJ )

Cash’ o 0,
AssetsfPutchase conslderatipn e . 1—r
Total floating charge realisauons 10
Total asse;s‘aueiiéﬁle:for'prefe!enti(;i?creciﬁols_ v 10
Pieferentialemployeé claims- N
Prescribed part - (5).
':Surﬁluslfd-efici-i:)?.auhiiéﬁe"for‘-ﬁo’ating“crlvlal'gekcre‘di"lbrs.‘ 5
Leis Ale loatihgefisys deb” 2000 42,000
Sunphislidsticil 5531 381e i oabing chaide i diers; )

Intercompany creach‘}rc
Trade credttors

HMF!C ’ )

Uns ecured employee clalms

g =l

Deficit with regards to unsecured creditors:

esttmates of‘these inour, remuerauon sepoit.

NB the "'nalysls above excludes any expenses pxof;.bssmnal féesor
_|ated cosls of. reahsatlon We will share more develop ¢
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Umtlans Limzted i admimsuatmn
Estimatéd Financial Position

NB the analysis’ aboue excludes any expenses, professlonal fees or.
‘Bther associated costs of realusauon. We Saill share more, deueloped

estimatés of these in our iemueration report

As at 30 ._.Juhe.202__0

oL o . -Estimated to
£000 Book Value Realize
"Assets speciticatly pledged
Assets i Purchase considerauon - -
Surplusf[deltcnl on Imed charge . -
Assets. not speclhcally pledged
Ptoperty, plant and equrpmem 1, 373 -
Otheér debtors, prepayments &iebates 1 ?21 =
Cash 4 -
Assets fPurchase oon;:deratlon - .
Total. floaung charge realisations -
Total 'éls"s"é_‘tfs -auaiiab!g_ lgr. preferential ereditors - -
Preferantial employée cla:ms [;431 .
F':esorﬂ:ed part -
:?_:utplivsfs‘_f[.t;.lélicit_l'auqila_l;le!gr'f!'?atiﬁjg charge créditors (340)
Less Aleri floating charge débt (40,600). . (40,000}
;‘3urp|—|.|sf-(d_-é:lécii-) available ~f_t:u','f?l.t:;ating;l::l:jarge creditors - =t40,348]=
Intercompany creditor -(1,080). .[1,080).
Tiade créditors 163)" ©(88);
HMRC: (0)- (10
Unsecured employee claims - - (3.249)"
Deficit with tegards to unsécured ct_édit?:l'%. (4.404)
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Serais Investments Limited - in administration
Estimated Financial Position

As at 30 June 2020
£'000

Estimated to
Book Value Realise

Assets specifically pledged
Assets | Purchase consideration .
Surplus!(deficiv) on fized chaigg

Assets not speciﬁcaily ple:dged
Assets | Purchase consideration
Total ﬂoatlng charge realisations

Total assets available tor preferemial creditois

Preferertial ernployee clalms
Prescribed pan

Sﬁrp]u_sl(c!efiéig] available for. float'iri'g charge creditors
Less Alerifloating charge debt

Surplusi{delicit) available for floating charge creditors
Intercompany creditor

Trade creditors

HVRC

Othercreditors

Deficit with fegards to unsecured cieditors

NB: the analysis above excludes any expenses, professmnal fees or

other associated costs of :eallsauon We will share more developed
estimates of these in our rémueration tepast

{42,000) [42,000)

T42.000)

(185) {185)

(185)
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Propg_rty‘_F,‘oltfolio (No_1) Limited - in administration
Estimated Financial Poasitiory

As at'30 June 2020
£000.

Estimated to
Boaok Value. Realise

Assets specifically pledged
Assets | Puichase consideration
Surplust{deficit) on fizxed charge

Assets not specifically pledged

Assets | Purchase consideration

Total floating charde realisations

Total assets available for pieferential creditors:
Pieferential employee claims

Surplusi{deficit) available for unsecured creditors
Irtercompany creditor

Trade creditors

HMRC

Unsecuréd employee claims

"Deficit with regards to ynéecured creditors

"NB: the analysis above encludes any expenses, professional
fees or other sssociated costs of realisation, We will shate
‘mare developed estimates of these in our femuerationreport”

30

30

30
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Piopery
Esti ated Flnanclal Posmon

Asét 30 June 2020

‘€000

penty. Poltfolsn (No. 2] leited |r-i-é't:|r'i1i;'|_‘i-s;tr.é"‘t"i6n

. .. Estimated to
Book Value: " Realise

- Assets’ speclflcally p!edged
ﬁssets {Puichsse consldelalmn
Surplusl[deflcltl on fined charge

-

Assets not. speclflqally p!edged

.stets ! Putchase consideration ™
Total Ib'a'tin'g"éh e realnsatmns
R N coat L e

ats availablé for pieferential créditors ;

Total';

Preferential employee claims

s

..Suu::lusﬂdeficii:]:availréﬁie:}mfunseéured creditors’

Intetcompany oredttor
Tiade oreditors ™

HMAC,

Unsecured employie olairis

Deficit with régards {0 unsecured creditors

NB the analysls above excludes anyexpenses, professional

fees o1 gther associated costs of Tedlisation,” Wew iill share.
more developed estlmates of these [n our rernueratlon repoﬂ'

15
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Propeity Partfolio [No.8) Limited - in adrﬁiais_itaiioh
Estimated Financlal Position

As at 30 June 2020
L Estimated to
£'000 Book Value.. Realize
"Assets spacifically pledged
Assets | Purchase consideration - -
Surplusi{deficit) on fixed charge -

Assets not specifically pledged
Assets | Plrchase consideration - 15.
Toral floaling‘cha_r‘qe;r,ealisatidris 15

Total assets availablé for preferential créditors iEl

Preferential employee claims -

Surplusi{deficit} available for unsecured creditors 15
Intaréompany creditor - =
Trade creditors - -
HMAC - -
Unsecured employee claims - -

Deficit with regards to unsecured creditors =

NB: the analysis above excludes anyexpenses, professional fees or
othet associated costs of realisation. We will share'more developed
estimates of these in our remueration report’
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Property Postfalio (No.11)'- in "administration’

Esumated Flnanclal F'osmon
:As"at 30 Wine' 2020

£000,

.Boak Value

E‘s.;ima;ed to
Realise

‘Assets speeﬁ;oally pledged
T hssets ! Purohase oonsnde:at:on
Surpiusf[dehc_it] on fmed charge

’Assels 1Purchase consideration _
'Total floating charge realisations

.

'_Total assets availablé for pte"lerential creditors.

Pieferential emplogee bléii'i{'s'
s TLeETa L RIS PR

.-

|lable for unsecured credltors

Surplustdenié)

Cand

lmercornpany cledntor
Trade credltors

i HMRC

. Unsecured ernployee clalms

:I_J,efi_i.':it v_ilh-legat,ds,.t.o.unsecuted creditors.
NB:! the ana!ysls aboue eucludes any eupenses p:ofess:ona|

fegs o other assoclaled costs of realisation: Weé wﬂl shaie-.
more deue!oped estlmates of these in ourremueration report.

Blue Group - certain companies in administration | PwC | 44



Propetly Portfolio (No! .14y le:ted =in admmlstrauun
Estimated Financial Posiion

As {30 June 2020
€000

, o Esumated to
Book Value Realise.

Assets specifically pledged
Assels | Purchase consideration "
Surplus_l(deflclt] on flngd chagg_é'_.-

Assels not speclflt_:ally pledged
Assets { Purchase considei atton
Toral. floatmg charge ‘iealisations’

Total @ssets available f_o"r_:p’fé_f‘eiﬁhiia'_li_g:_feflﬁgr’_%f :
Preferential employée claims.
Sul_p_lu_s'I(-H_ef;c'i';]z“‘auai_la_l'i:vle-:fol un,secme;i creditors.
Intercompany creditor .

Trade credltors

HMRC

Unsecuted ernployee olaims

Deficit-with regards to unsecired creditors -
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Blue Group - certain companies in administration | PwC | 46



Property Portfollo [No'»'ll Lumlted = II'I administratmn'

Estlmated Flnanclal Posmon

As at 30 June 2020
£ UBU

;'.Bl;:'oit .Uaiue

Esumated to

‘Realise

Assets. speclflcally pledged
Rssets {Puichase oan:
Surplusf[defu:lt] on. flxed charge

*Assets'not speclhcally pledged
‘Assets { Plachase consideration', ™ -
Total ﬂuatlng charge reallsatlons

“Totalassels available for. preferential creditars

. Fifrefelential érnployee c‘ialr‘ns
Suiplus!(_delicit] available for unsecuréd creditors

Intercompany credztor
Trade ctednors

HMRC -

L[n_f:ecy_r_gd employee cl)alms

‘Deficit with'fegards to unsgcuied cieditors

, NB: the analysis above excludes anyexpenses; professional
‘fees or other assomated costs of real’sallon \H'e will share :
rnore deqeloped esumates ol these in our remueration repoit

Blue Group - certain companies in administration | PwC | 47



"Property, Portfolio (No.17) Llrmted - in adm:mstlatlon
-Estimated Financial Position -

#5:0130 Rine 2020 o
T v e Estimated to,
£0a00" .Book Value: _Realise
-Assets speciflcaily pledged
3 =F 1=
?:Surblusf(dehcll) on fmed charge 3 - .
'V_ASSEIS not spec:hcally p!edged )
F 'F\ssets fPurchase consi j = . 15,
Total’ lloatmg charge realisatioris 5.
:,‘Tota_l:a_i'g's'et's_‘:_’é'vaiill_a_'i_bl’e"f_b! i’:r,e!e're'ng'i“e! ciéditors 13— ’
Préferaniiaf empléyieé claims .z
;‘_Sxi_ll[:llusf.(deflt.:ll] auallable for.unsecured creditors 15 :

lntemompany oreditor
' Trade ereditrs ¢
“HMRC

: Uh;ééweci employeeclaims
Deficit vith-l'eg'alds to-unsecured créditors
'-'NB the analysxs above, eaoiudes any expenses, profess:onal

teesor other assoctated costs of real’sauon Mewil share
mare deueloped estimates of these in our lemuei ation report.

1= =

[ -

Blue Group - certain companies in administration | PwC | 48



LR

Estimated.to

-':‘000" Book Value Realise:
Assels speclflcally pledged ’
By d 1] S
(281
IR
‘.Surplusfldefl |tl auallable fot unsecuted cred;tors (281
IAtérgorhpany creditor~ (4,640);
Trade medllors :
“HMRC? SR
Unsecured employee claimis e [(1:940F
T6,7807-

0
. mofé developed astimates of thesé in o femugration report

Blue Group - certain companies in administration | PwC | 49
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AT 30 e 2020
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Appendix

Information regarding the sale of certain business and assets of the Companies on 30 June 2020
as required by Statement of Insclvency Practice No.16 (SIP 16)

The purpose of Statements of Insolvency Practice (SIPs) is to promote and maintain high standards by
setting out required practice and harmonising the approach of insolvency practitioners to particular
aspects of insolvency work.

_SIP 16 relates to situations where the sale of all or part of a company’s business or assets is negotiated
with a purchaser prior to the appointment of an administrator and the administrator effects the sale
immediately on, or shortly after, appointment. This is sometimes referred to as a 'pre-packaged sale'.

In the lead up to an administration appointment, an insclvency practitioner may act as an advisor to the
company as it seeks to make arrangements for a sale. Their role at this time is to advise the company,
rather than the directors or the purchaser.

Following an appointment where no sale agreement has yet been signed, the insolvency practitioner may
become the administrator and complete the sale in that role. When considering the manner of disposal of
the company's business or assets, an administrator must bear in mind their duties to company’s creditors
as a whole.

A copy of SIP 16 can be found at the link below:

https:/iwww.icaew.com/-/media/corporateffiles/technicalfinsclvency/regulations-and-standards/sipsfenglan
d/sip-16-e-and-w-pre-packaged-sales-in-administrations-2015.ashx

More information regarding the purpose and process of administration can be found at the link below:
https:/iwww.r3.org.uk/media/documents/publications/professional/Creditors_Administration. pdf

Information relating to this sale is set out in the remainder of this Appendix.
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Background The Blue Group

At the time of the administration, the Blue Group (“the Group”) was a vertically
integrated UK retailer that operated under a mulli-channel strategy through
stores, online and telesales. The principal activities of the Group were the
manufacture, distribution and retail of beds/mattresses and home furniture
products. The retail group operated under the brands of:

e Bensons for Beds, a leading UK retailer selling a comprehensive
assortment of leading bed brands; and

e Harveys, a leading home retail specialist in the UK focusing on
upholstery, dining and living room fumniture.

The Group was supported by a vertically integrated network in manufacturing,
warehousing and logistics and distribution:

e Relyon Limited - a bedding manufacturer;
¢ Blue Group UK Beds Limited - a bedding manufacturer,
e Formation Furniture Limited - an upholstery manufacturer; and

* The Unitrans Limited - providing warehousing and logistics services to
the Group.

The Group traded across 262 retail stores in the UK and employed 3,469 people
across the Group.

Geographically, the integrated support network was situated throughout the UK,
with head offices for key business units located in Accrington and Dartford, a
national distribution centre at Magna Park (Rugby); alongside four other
distribution centres and five outbase sites. Four manufacturing sites were also
located across England and Wales.

Events leading up to administration

Since 2017, the Group has experienced a number of challenges including the
financial performance of its previous ultimate parent entity Steinhoff
International, a challenging economic environment and globa! events which
have disrupted trading.

in June 2019, the Group completed a significant restructuring which simplified
the intercompany debt structure, secured continued funding of the defined
benefit pension scheme as it was transferred to Homestyle Pension Company
Limited {a Steinhoff entity outside of the Group, and backed by parent
guarantees) and introduced a new credit facility.

Following continued trading issues the Group's shareholders and lenders
indicated that there was no appetite to continue providing funding.
Consequently, in February 2020, there was a solvent sale of the Group to Alteri
Investors (“Alteri”). As part of this acquisition, Alteri also acquired the £40m
secured loan facility from the Group's previous lenders.

Due to ongoing trading issues and the impacts an the business of the Covid19
pandemic, there was a forecast funding requirement. Alteri were not prepared to
provide additiona! funding and re-set covenants and so the Group was marketed
for sale. Details of the marketing process, which was conducted by BDO LLP,
are set out later in this document.

Due to the global coronavirus pandemic and restrictions imposed by the UK
government, the business was mothballed in March 2020. In June 2020, with the
gradual re-opening of the UK retail sector, Alteri submitted an offer for certain
elements of the Group's business and assets, the oniy offer received.
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For the reasons explained throughout this appendix, the Companies’ directors
and the joint administrators concluded that a pre-packaged sale of the business
and assets to Alteri would provide the best possible cutcome for creditors and
stakeholders in the circumstances. In particular, this was on the basis that:

s There were no other offers to acquire the Group (or any part of ity on a
solvent or insolvent basis.

e A pre-packaged sale to Alteri, in combination with the realisation of
assets excluded from the sale, would generate better value for
creditors than the break-up value of the assets.

e The secured creditor of the Companies supported the transaction.

o The sale resulted in the transfer of 1,899 people to the purchasing
companies (representing 55% of the overall workforce) thereby
mitigating preferential and unsecured creditor claims. The anticipated
formal transfer of a large portion of the Companies’ retail store network
will reduce or avoid significant claims from landlords.

s  The buyer confirmed an intention to honour open customer orders, thus
mitigating creditor claims.

The administrators’ initial
introduction

Zelf Hussain and Peter Dickens were introduced to the Blue Group on 19
February 2020 by Robert Moran, a Pariner of PwC.

Yulia Marshall and Ross Connock were introduced to the Blue Group on 22 June
2020 and 24 June 2020 respectively by Ze!f Hussain and Peter Dickens as
suitable additional prospective joint administrators due to their industry experience
and geographical location.

The extent of the
administrators’
involvement before the
appointment

The following is a summary of PwC's relationships with the Group, including its
former shareholders.

14 December 2017 - Steinhoff UK Holdings Limited (*SUKH"} requested that
PwC conduct an options review of the Blue Group (a group of companies
comprising the Harveys and Bensons For Beds retail and manufacturing
businesses, which was 100% owned by SUKH).

2 August 2018 - Steinhoff UK Retail Limited ("SUKR") engaged PwC to provide
a further review of options for the Blue Group.

17 January 2019 - SUKH engaged PwC to advise on the restructure of SUKR’s
defined benefit pension scheme.

12 February 2019 - PwC was engaged by SUKH to support the restructuring of
the Blue Group.

19 June 2019 - SUKH requested PwC to undertake a refreshed oplions analysis
on the Blue Group.

24 July 2019 - SUKH engaged PwC to support the sale of the Blue Group.

All of the work detailed above was led by a separate restructuring PwC partner
who was not involved in any subsequent engagements with the Blue Group.

19 February 2020 - the Blue Group's directors requested that PwC, led by Zelf
Hussain and Peter Dickens, review the business forecasts. Due to a significant
decline in trading, at the request of the Group's directors, PwC did not review
these forecasts and instead provided support with contingency planning whilst the
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Group's directors explored options. BDO was also appointed by the Group to run
a sales process.

Yulia Marshall was first introduced to Blue Group on 22 June 2020, followed by
Ross Connock on 24 June 2020. Prior to these dates, neither had any prior
professional relationship with the Group or its directors.

Prior to the appointment, advice was provided to the Group. Advice was not
provided to the directors personally, nor to any purchaser.

Alternative options
considered by the
directors before format
insolvency and by the
administrators on their
appointment and during
the administration and
the possible outcome(s}
of the alternative options

The options considered and compared with the execution of a sale of the
business via a pre-pack administration were as follows:

Continuing to trade the businesses with a view to achieving a successful
turnaround. Having forecast a significant funding need and breach of covenants
under its facility agreement and having notified the secured creditor, it was clear
that neither a covenant waiver nor additional funding would be forthcoming.
Consequently, the Group would not have had sufficient funds to pay its debts as
they fell due.

Allowing the Group to continue trading in these circumstances would almost
certainly have resulted in creditor enforcement action, including a likely
winding-up petition leading to certain entities entering compulsery liquidation and
a cessation of trade. We believe this would not have been in the creditors best
interests, for the reasons given further helow (see 'Liquidation / immediate shut
down’).

Refinancing of the Group. Refinancing options had previously been explored
and exhausted as described in the background section above.

Company Voluntary Arrangement ("CVA’). A CVA would only be able to
compromise unsecured liabilities and would require either the secured creditor o
continue to fund the businesses or new lenders to be found, neither of which were
considered viable options for the reasons set out above.

Trading administration. We explain below below why this was not considered to
be an appropriate option for all of the Companies’ business and assets in
administration.

Liquidation / immediate shut down. A shutdown of the business would have
had a greater negative impact on the value of the Group's assets, and increased
creditor liabilities due to the termination of contracts and likely significant claims
from landlords. In addition, there would have been no prospect of the preservation
of employment for the Group’s employees, further increasing the liabilities due to
redundancy and other claims.

An immediate shutdown would also have resulted in all of the Group’s orders
being unfulfilled, significantly further increasing the shortfall to the general body of
creditors. This option was therefore not considered to be in the best interests of
the Group’s creditors, compared to the alternative options available.

Why it was not
appropriate to trade the
business and offer it for
sale as a going concern
during the administration

The transaction largely relates to the Bensons for Beds business only. Other parts
of the Group are continuing to trade in administration. We considered that a
trading administration for all elements of the Group’s businesses was not
appropriate for the following reasons:

e An offer for the Bensons for Beds business had been received. Given
the market testing that had been undertaken prior to the pre-packaged .
sale, there was no indication from the very recent open market sales
process to suggest that a trading period for the Bensons for Beds
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business in an insolvency would have resulted in any better outcome
than that which has been achieved.

s The pre-packaged transaction has enhanced value achieved for the
general body of creditors as it has ensured continuity of trading and
employment for staff of a large part of the Group's business, minimised
disruption to the supply chain, reduced unceriainty for customers and
preserved an element of the Benson for Beds' manufacturing
relationship with the retail division. This would not be possible in a trade
out scenario, increasing the level of creditor claims and impacting on
value realised for assets.

e Additionally, there was a significant risk and uncerlainty associated with
trading due to the Group’s inability to offer warranties or consumer
finance whilst trading in administration. It was expected that a significant
number of unfulfiled customer orders could have been cancelled and
sales would require heavy discounting of stock prices.Furthermore the
brand names for the Bensons for Beds and Harveys businesses were
owned by third parties, with no uncertainty that they could be retained
and utilised for an administration trading period. A sale of the Bensons
for Beds business and assets together with the entire Group's order
book, has maximised value and is anticipated to significantly mitigate
unsecured claims in respect of customer deposits.

s Notwithstanding that a full trading administration was unlikely to resuit in
enhanced asset values, the professional costs that would have been
involved in a wider and more complex trading administration woutd be
significantly higher and thereby would directly further impact net creditor
returns.

Whether efforts were
made to consult major or
representative creditors

The sale process confirmed that the value of the business and assets was such
that the party with the principal financial interest in any insolvency process was
the secured creditor.

Preferential creditors (mainly amounts related to certain employee liabilities) were
forecast to be paid in full; and unsecured creditors would only benefit by virtue of
the statutory prescribed part fund in certain of the companies.

Therefore, the proposed joint administrators and the Group engaged with the
secured creditor prior to and throughout the process, as described in the sections
above.

Requests made to
potential funders to fund
working capital
requirements

The Group's management team did not identify any sources of new funding given
the current indebtedness of the Group.

Details of registered
charges with dates of
creation

The details of registered charges are set out at the end of this appendix.

Whether or not the
business or business
assets have been
acquired from an
insolvency practitioner
within the previous
two years

None of the Group's businesses or assets were acquired from an insolvency
practitioner within the previous two years.
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Marketing activities The Blue Group appeinted BDO to run a sales process. The business was

conducted by the marketed to 88 parties including a mix of trade and financiai buyers. This
Company andfor constituency of buyers was selected by BDO and agreed with management as an
administrators appropriate group of parties that may have had a credible interest in the business.

Parties that were considered as being likely to disrupt the sales process or who
were not deemed credible purchasers were excluded from the process in order to
protect value and reduce disruption which could hinder both the sale process and
trading of the business in the interim.

For the same reasons and given the number of parties identified, the acquisition
opportunity was not formally advertised or marketed via the internet.

Marketing commenced on 11 March 2020 with a teaser document and other
information being issued and a deadline set for initial indicative offers of 20 March
2020. BDO defined the transaction parameters and what would be available to
parties in advance. An information memorandum and data room were prepared,
ready to be provided to buyers who expressed a serious interest.

A total of 20 parties withdrew from the process early after its commencement, due
to a number of common concerns, including a reluctance to complete a
transaction in the current climate and concerns over being able to complete a
transaction within the short timeframe. NDA's were returned by 8 parties who
were then given access to the information memorandum and dataroom. However,
no offers were received by the initial deadline of 20 March 2020.

Due to challenging market conditions and the impact of Covid-19 restriclions on
trading, on 25 March 2020 the Group ceased all trading of the businesses.

Following the reopening of the business for retail trade in June 2020, an offer for
certain business and assets, namely those relating to the Bensons for Beds
business, was received from Alteri.

Given no other offers had been received and as the Alteri offer represented the
best value for creditors in the circumstances, it was accepted. Whilst the joint
administrators were not directly involved in the sale process conducted by BDO
on behalf of the Group, we are satisfied as to the adequacy of the marketing
undertaken.

Valuer's details Fixtures, fittings and other assets

Hilco Appraisal Limited ("Hilco") carried out a valuation of computer hardware,
fixtures and fittings, office equipment, plant and machinery, motor vehicles and
commercial vehicles.

The valuation was dated 16 March 2020 and undertaken by Jason Hall who is a
RICS Registered Valuer.

Freehold property

Hilco also carried out a valuation of the Group’s freehold property assets. The
review was carried out by Edward Jeffery MRICS and Jon Cookson MRICS
FNARA. Hilco confirmed that it has the relevant experience to value assets of this
nature.

Leasehold interests
Hilco also carried out a review of the leases held by the Blue Group. The review

was carried out by Edward Jeffery MRICS. Hilco confirmed the valuer had the
relevant experience to value assets of this nature.
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The valuer responsible for the overall valuation work was Edward Jeffery MRICS
who has the appropriate knowledge to oversee an instruction of this nature.

Hilco has confirmed its independence and that it carries appropriate professional
indemnity insurance in relation to the valuations provided.

Valuations of the Fixtures, fittings and other assets
business or the
underlying assets . Avaluation of the fixtures, fitlings and other equipment owned by the businesses

was undertaken by Hilco with the indicative market values {MV) as shown below.

Valuations were provided on both a going concemn (in situ) basis and break-up (ex
situ) basis, to directly refiect the options available to realise the Group’s assets.

Blue Group UK Beds Ltd
w in situ MV ex situ

Assets (€°000) {000}
Computers 50 10
Fidures & Fittings 70 +25
Plant & Machinery 1,300 600
Mator Vehicles .880 650
Lomies 95 55
Boxes 5 12

2,430 1,352
Blue Group UK Retail Limited

Pf\! in situ: ’i_ﬂ\l ex situ
Assets (£'000) {£'000)
Computer hardware 730 195
Fixtures & Fittings' 7,000 350
Motor Vehicles 67 35
7,797 380

Freehold Property
The valuations of the freehold properties were as follows:
1. Horatio Myers, 1 Windover Road, Huntingdon, PE29 7EF

e Market value subject to vacant possession - 180 day disposal
« £3,000,000.

2. Station Mills, Station Road, Wellington, TA21 8NN

¢ Market value subject to vacant possession {(other than areas held under
lease by a third party) - 180 day disposal
e £1,750,000 (Relyon Limited only owned approximately one-third of this

property)
Leasehold interests

Hilco confirmed that there was no premium value in any of the leasehold interests
on a break up basis.

Of the assets included in the sale, only the Group's freehold properiies are
subject to fixed charge security. All other assets are subject to the secured
creditor’s floating charge security.
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The date of the
transaction

30 June 2020

The identity of the
purchaser(s)

The purchasers are special purpose vehicles {SPVs) which are controlled by

Alteri, The purchasing entities are:

* Bensonsforbedsretail Limited;
¢ Bensonsforbedsmanufacturing Limited; and,
s BlueGroup Propoco Limited.

Any connection between
the purchaser(s) and the
directors, shareholders or
secured creditors of the
Company or their
associates

The uitimate beneficial owner of both the Group and Purchasers is Aiteri, who is

also the secured crediter of the Group.

The names of any
directors, or former
directors (or their
associates}, of the
company who are
involved in the
management, financing,
or ownership of the
purchasing entity, or of
any other entity into
which any of the assets
are transferred

We understand that the Purchasers have reached agreement with the following
former directors of the Group to continue in management roles in the Purchasers'

new business:

Mark Xavier Jackson

John Henry Robins

Joseph James Francis Wykes
Darren Brian Hall

Gary David McDonald

Paul Stanworth

Gordan Forsyth

Mark Alexander Duff

Whether the directors had
given guarantees to a
prior financier

No guarantees given.

Whether the transaction
impacts on more than
one related company

The transaction impacts the following group endities;

Blue Group Hold Co Limited (12040448)

Blue Group UK Retail Limited (00040754}

Blue Group UK Group Properties Limited (01024575)
Blue Group UK Furniture Limited {02237 159)
Blue Group UK Manufacturing Limited (04209321)
Blue Group UK Beds Limited (08431253}
Homestyle Group Operations Limited (03130486)
Formation Furniture Limited (03223063)

Relyon Group Limited (00859590)

Relyon Limited (00470381)

Unitrans UK Limited {05523545)

Unitrans Logistics (UK) Limited (056523550}
Unitrans Limited (01372780)

Serais Investments Limited (01264703)

Property Portfolio {No 1) Limited (00281055}
Property Portfolio (No 2) Limited (03511999)
Property Porifolio (No 7) Limited (00548337)
Property Portfalio (No 8) Limited (02347258)
Property Portfolio (No 11) {02236968)
Property Partfolio (No 14) Limited {02910567)
Property Portfolio (No 15) Limited (00884341)
Property Portfolio (No 17) Limited (02287644)
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Details of the assets
involved and the nature
of the transaction

The sale was a transfer of the business and assets (largely relating to the -
Bensons for Beds business) as a going concern. We have attached a breakdown
of the key assets included in the sale agreement together with their allocated
consideration.

The consideration for the
transaction, terms of
payment, and any
condition of the contract
that could materially
affect the consideration

Total consideration for the sale Was £23,180,000.

As stated above, we have atlached a breakdown of the key assets included in the
sale agreement together with their allocated consideration.

Any options, buy-back
arrangements, deferred
consideration or similar
conditions attached to
the transaction

Not applicable.

If the sale is part of a
wider transaction, a
description of the other
aspects of the
transaction.

All aspects of the transaction are described in this document.

Connected party
transactions

We informed the Purchasers that they should consider approaching the pre-pack
pool. The Purchasers chose not to approach the pre-pack pool and a viability
statement has not been provided by the Purchasers.

The sale and the purpose
of administration

Joint administrators must perform their functions with the objective of achieving
the statutory purpose of administration. The statutory purpose of administration is
to achieve one of these objectives:

a. rescuing the company as a going concern, or if that is not possible or if (b}
would achieve a better result for the creditors than (a)

b. achieving a better result for the company’s creditors as a whole than would
be likely if the company were wound up (without first being in administration),
or finally, if that is not possible

c. realising the company's assets to pay a dividend to secured or
preferential creditors.

In general, administrators must perform their functions in the interests of the
creditors of the company as a whole.

In this case, we are pursuing objective (b) as it was not possible to rescue the
companies as going concerns. We believe that the sale enables the statutory
purpose to be achieved. We also confirm that the outcome was the best available
for creditors as a whole in all the circumstances.

Further information on the outcome for the various classes of creditors, the timing
of any dividends and the work we still need to do in the administrations, is set out
in our statement of proposals that is being issued with this letter and can be found
online at www.pwc.co.uk/bluegroup.
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Details of registered charges with dates of creation

EGy Charge Doe )} [See)

Blue Group UK Retail Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited

(BGUKR) 22 June 2019 Debenture Steinhoff UK Holdings Limited®

Blue Group UK Group Properties Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited

(BGUKGP) 22 June 2019 Debenture Steinhoff UK Holdings Limited*

Homestyle Group Operations Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited

(HGO) 22 June 2019 Debenture Steinhoff UK Holdings Limited*

Forrmation Furniture Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited
22 June 2019 Debenture Steinhoff UK Holdings Limited*

Blue Group UK Manufacturing Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited

(BGUKM) 22 June 2019 Debenture Steinhoff UK Holdings Limited*

Relyon Group Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited
22 June 2019 Debenture Steinhoff UK Holdings Limited*

Relyon Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited

(RL) 22 June 2019 Debenture Steinhoff UK Holdings Limited*

Blue Group UK Beds Ltd 14 November 2018 Debeanture Alteri Blue Group Cayman, Limited

(BGUKB) 22 June 2019 Debenture Steinhoff UK Holdings Limited*

Unitrans UK Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited
22 June 2019 Debenture Steinhoff UK Holdings Limited®

Unitrans Logistics {UK) Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited
22 June 2019 Debenture Steinhoff UK Holdings Limited”

Unitrans Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited
22 June 2019 Debenture Steinhoff UK Holdings Limited*

Serais Investments Limited 14 November 2019 Debenture Alteri Blue Group Cayman, Limited
22 June 2018 Debenture Steinhoff UK Holdings Limited"

Blue Group Hold Co Limited NIA N/A, N/A

Property Portfolio {No 1) Limited (PP1) N/A N/A N/A

Property Portfolio (No 2) Limited (PP2) N/A N/A N/A

Property Partfaolio {No 7) Limited (PP7} NIA N/A N/A

Property Portfolio (No 8) Limited (PP8}) NIA N/A NIA

Property Portfolio (No 11) (PP11) N/A N/A N/A

Property Portfolio (No 14) (PP14) N/A N/A N/A

Property Portfolio (No 15) Limited (PP15}  |N/A N/A N/A

Property Portfolio {No 17) Limited (PP17)  |N/A N/A N/A

Blue Group UK Furniture Limited N/A N/A N/A

* This charge was transferred to Alteri Blue Group Cayman Limited by way of an assignment dated 14 November 2019, becoming effective from

26 February 2020.
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Details of the assets involved and consideration for the transaction

Credit bid allocation

Asset class Security BGUKR BGUKGP BGUKM RL BGUKB TOTAL
Freehold property Fixed - - - 400,000 2,000,000 2,400,000
PFE ’ Fioating 241,161 - 2,352,000 2 593,161
Stock Floating 2,746,255 - 281,697 3,027,952
Trade debtors Floating: 952,189 - 952,189
Goodwil Floating 6,027,239 - 1,439,459 7,466 698
Transferréd cash- Floating 3,485,676 2,457,734 350,958 205,635 6,500,000
Leasehold properties Floating 15,000 45,000 - - - 60,000
13,467,520 2,602.731 350,958 605,635 6,073,158 23,000,000
Fixed - - - 400,000 2,000,600 2,400,000,
Floating . 13,467,520 2,502,731 350,958 205,835 4,073,156 20,600,000
13,467,620 2,602,731 350,958 605,635 6,073,156 23,000,000

Cash allocation

Assst class Securlty HGO PP PR2 PPB e PPI4 _ PP1§ PRAT JOTAL I

Leasehold proparties Unencumberad 45,000 30.000 15,000 15,000 15,000 45,000 15,000 180,000
Total 45,000 30,000 15,000 15,000: 16,000 45,000 15,000 180,000:

Notes:
s PPE is property, plant and equipment

s See the table on the previous page for the definitions used in these tables.
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