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DEFINITIONS

The Marvellous Group Limited

Philip Duffy & David Whitehouse

Blooming Marvellous Limited

The Marvellous Group Limited & Blooming Marvellous Limited

Zamya Limited

TMG or the Company
the Joint Administrators
BM

the Group

Zamya or the secured creditor
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INTRODUCTION

Philip Francis Duffy and David John Whitehouse of MCR were appointed Joint Administrators of
The Marvellous Group on 29 January 2009 by Zamya the holder of a qualifying floating charge
under paragraph 14 of Schedule B1 to the Insolvency Act 1986.

In accordance with Paragraph 100(2) of Schedule Bl to the Insolvency Act 1986 the functions of
the Joint Administrators are being exercised jointly.

This report sets out the circumstances leading up to the appointment of the Joint Administrators
and the steps taken by them to date.

BACKGROUND

The Company was incorporated on 23 April 1980, Statutory information on the Company and a
summary of its financial position is included at Appendix 1.

TMG was founded by friends Judy Lever and Vivienne Pringle as a mail order clothing company
specialising in well fitting and fashionable clothes for pregnant women. After initial success selling
to expectant mothers the Company branched out into childrens’ wear and nursery essentials in
which it has continued to trade and become an established brand.

In 1993 the Company opened its first shop and grew rapidly untif it had opened t4 stores
nationwide,

On 6 July 1995 the business was restructured internally and a separate legal entity Blooming
Marvellous Limited ("BM") was incorporated to specifically trade the 14 retail outlets. The
Company also expanded the mail order business to incorporate internet sales and traded through
the domain name www.bloomingmarvelious.co.uk.

There are three eptities namely The Marvellous Parent Limited, Blooming Marvellous Limited and
The Marvellous Group Limited (“the Group™). Banking facilities were advanced to all three and
were secured by debentures and cross guarantees,

TMG and BM shared the same operating and financial infrastructure and for the purposes of
trading operated as one entity. It is not possible to clearly delineate the two entities as they have
a shared creditor base.

During early 2007 the Group was subject to a management buyout ("MBO") and the founding
partners relinquished their stake in the Group.

EVENTS LEADING UP TO THE ADMINISTRATION

Soon after the MBO increased focus was placed on developing the product range and the sales
strategy was changed to target the higher end of the customer base through an increased pricing
strategy.

The Group's turnover has declined in the last two financial years and its financial performance has
suffered as a result of reducing BM sales and increasing overheads,

The Group began to experience financial difficulties in the run up to Christmas 2008, during which
time BM opened a new store in the Westfield Centre in Hammersmith, West London with onerous
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3.12

4.1

and costly lease commitments. The retail operation of the Group was severely under performing
and sales were well below forecast for the first two quarters of the financial year 2008/09.

As a result of the financiat difficulties creditor pressure intensified and County Court Summons
and statutory demands were being issued against the Group. The number of distressed creditors
became unmanageable and a winding up petition was served on TMG in December 2008.

During this time management explored several options for additional investment / working capitat
funding to be injected into the Company but given the current economic climate management
was unable to secure the required funding.

Management took the decision to suspend the website at this point as they could not guarantee
that online orders could be fulfilled due to the funding constraints.

With the uncertainty surrounding the Group’s cashflow/funding position, the directors took steps
to protect the Group's position and filed a notice of intention to appoint Administrators on 22
December 2008. The proposed Administrators were from a different firm to MCR,

In addition it became apparent that the Group was unlikely to have sufficient funds to continue to
pay its employees and the directors made the decision to send employees home indefinitely on 31
December 2008.

Zamya Limited purchased the debentures from Barclays Bank Plc on 28 January 2009 and
replaced Barclays as the holder of the Qualifying Floating Charges over all the companies within
the Group secured by virtue of cross guarantees.

Appointment of Joint Administrators

In view of the winding up petition, the directors were prevented from making an immediate
appointment under the provisions of the Insolvency Act as a court hearing would have been
necessary.

In its position of Qualifying Fioating Charge Holder and in order to protect its investment Zayma
Limited took the decision to appoint Administrators,

The Joint Administrators considered the position prior to accepting the appointment and, having
regard to the Insolvency Practitioners Association’s ethical guidelines, considered that there were
no circumstances preventing them from accepting the appointment.

Subsequently David John Whitehouse and I were appointed Joint Administrators on 29 January
2009,

PURPOSE OF THE ADMINISTRATION

The purpose of an Administration is to achieve one or more of the following hierarchical
objectives:

* Rescuing the Company as a going concern, or

e 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

* Realising property in order to make a distribution to one or more secured or preferential
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In accordance with paragraph 49(2) of the Insolvency Act 1986, as amended, the Joint
Administrators believe that the first objective referred to above cannot be met. The detailed
explanation for this situation is contained within the following sections of this report but in
summary the reason is that the Company’s liabilities outweighed the assets and that the working
capital requirement of the Company would make it an unattractive proposition to a potential
purchaser.

PROGRESS OF THE ADMINISTRATION TO DATE

The manner in which the affairs and business of the Company have been managed since the
appointment of Joint Administrators and will continue to be managed and financed is set out
below.

Administration trading period

Following the appointment of the Joint Administrators, a high level financial review of the Group
operations and the short term trading prospects of the Group was carried out. It was determined
that in order to maximise the potential for a going concern sale of the business and assets of the
Group, trading operations should be maintained whilst the Joint Administrators further evaluated
the Group’s financial position and marketed the business to interested parties.

It became apparent during the initial review of trading that the ongoing costs of trading were high
in comparison to the forecast trading sales. Accordingly the Joint Administrators had no option
but to announce the closure of eight stores retaining the five key contributing outlets. In addition
36 employees were made redundant in order to reduce costs. 114 employees were retained and
trading was undertaken on a “business as usual” basis as far as possible whilst a sale of the
Company's business and assets was sought,

The Joint Administrators took the decision to resurrect the website and recommence online
operations as this is a key asset of the Group. Prior to the suspension of the website a number of
orders were taken and remained unfulfilled at the date of our appointment. The Joint
Administrators took the decision to cancel these unfulfilled orders.

In order to minimise disruption to trading, the Joint Administrators reached an agreement with the
third party warehouse who supplied stock helding and despatch services. Prior to this the retail
stores had traded without new stock for approximately 10 weeks. This agreement ensured the
stores were replenished with existing stock lines which the Joint Administrators expected to
increase Administration sales.

It is projected that the trading period will result in a breakeven position. This is subject to
reconciliation and any unforeseen expenses, however, the Joint Administrators do not anticipate
this to change significantly.

Sale of business and assets

The Joint Administrators received ‘a total of 16 expressions of interest in the purchase of the
business and assets of the Group. 10 of those parties returned confidentiality agreements and
were provided with a copy of the Sale of Business Information Memorandum.

Given the nature of the Group's business and the fact that the Group had traded at an extremely
reduced level for the past 10 weeks, in order to preserve the value of the Group, it was essential
that the sale process was progressed as quickly as possible and therefore the Joint Administrators
set an initial offer deadline of Thursday 5 February 2009.

At the date of this report no sale has been agreed.
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5.10 In accordance with SIP 13 other than those within the Group there is no evidence of any related
party transactions to date.

Investigations

5.11  The Joint Administrators’ investigations into the Company’s affairs are currently ongoing,

5.12  The Joint Administrators have a statutory obligation to file a report with the Insolvency Service
regarding the conduct of the directors that held office in the three years prior to the
Administration. This report must be filed within six months from the appointment date and the
content of this report is confidential.

5.13  The Joint Administrators also have a duty to investigate antecedent transactions which include:

e Transactions at an undervalue, s238 of the Insolvency Act 1986;

» Preferences, s239 of the Insolvency Act 1986; and

» Transactions to defraud creditors, s423 of the Insolvency Act 1986.
Receipts and Payments

5.14 A detailed receipts and payments account is shown in Appendix 2.

5.15  There have been no receipts in respect of the Company to date.

5.16  Salaries of £17,701 were paid for the initial 4 day trading period, these have been recorded in the
receipts and payments account of BM and there will be a re-allocation to TMG,

5.17 A payment of £28,750 was made to Parcelnet for the ongoing provision of services in respect of
the third party warehouse, again an element of these will be re-allocated to TMG.

6. STATEMENT OF AFFAIRS

6.1 In accordance with Paragraph 47 of Schedule B1 to the Insolvency Act 1986 the Joint
Administrators have reguested that the directors provide them with a statement of the affairs
("SOA") of the Company. At present the statement of affairs has not yet been provided and in
accordance with Rule 2.33(2) we have estimated the financial position of the Company at
Appendix 3.

6.2 The latest management information available was dated 31 October 2008.

6.3 A schedule of creditors’ names and addresses is attached at Appendix 4. Some creditor amounts
shown may differ from the actual amount owed. This does not affect their claim. Please complete
and return a Proof of Debt form (attached at Appendix 7) if you have not already done so.

7. JOINT ADMINISTRATORS' REMUNERATION

7.1 In accordance with Rule 2,106 of the Insdivency Rules 1986, as amended, it is proposed that the
basis upon which the Joint Administrators’ remuneration should be fixed, is by reference to the
time properly given by them and their staff in attending to matters arising in the Administration.

7.2 The Joint Administrators will be seeking the sdbsequent approval of the secured and preferential

creditors in respect of their remuneration pursuant to Rule 2.106(5A) of the Insolvency Rules

1985, as amended.

e
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The Joint Administrators’ time costs for the period 28 January 2009 up to and including 6
February 2009 are £3,632.00. Note that any time-costs relating to the shared overhead of the
business and trading have been recorded on the BM time-code ledger at present as it is not
possible to accurately apportion costs between BM and TMG. A schedule of TMG time costs is set
out at Appendix 5.

To date, no remuneration has been drawn by the Jeint Administrators.
Information regarding the fees of administrators called a Creditors” guide to Administrators’ fees

can be found on our website at www.mcr.uk.com. Should you require a copy, please contact this
office.

DIVIDEND PROSPECTS / PRESCRIBED PART

Secured Creditors

In consideration for monies advanced the Company granted Zamya a debenture, which confers
fixed and floating charges over all of the assets of the Company. This was secured by cross-
corporate guarantees and debentures from all of the companies in the Group.

At the date of the Joint Administrators’ appointment, the Company’s indebtedness to Zamya was
approximately £845,000 subject to accruing interest and charges. The Joint Administrators expect
that there will be insufficient realisations to repay the secured creditor,

Preferential Creditors

In the absence of the directors’ SOA, the estimated preferential claims of the Group are £117,000
of which approximately £50,000 relate to TMG.

It is not known if there will be sufficient funds available to enable a distribution to preferential
creditors.

It is likely that a significant element of the preferential claim will be employees’ claims which are
mostly subrogated to the Secretary of State, following payment by the Redundancy Payments
Office.

Prescribed Part

Pursuant to section 176A of the Insolvency Act 1986 where a floating charge is created after 15
September 2003 a prescribed part of the company's net property shall be made available to
unsecured creditors.

The prescribed part is calculated as a percentage of net property, as follows:-

Net property less than £10,000: 50% unless the JA think costs of distribution>benefit
Net property greater than £10,000: 50% up to £10,000 plus 20% thereafter to a maximum
of £600,000.

The maximum value of the ring-fenced proportion of the funds, known as the “prescribed part”, is
£600,000. It is not possible to estimate the value of any prescribed part at this stage.

Non-Preferential Creditors

According to the information available, non-preferential trade and expense creditors are estimated
to be £2,659,800.52. A detailed schedule of these is included in Appendix 4.
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It is not known if there will be sufficient realisations to enable a distribution to the non-
preferential creditors of the Company.

EC REGULATION

It is the Joint Administrators’ opinion that the EC Regulation on Insolvency Praoceedings 2000 (“EC
Regulation”} applies and these proceedings are main proceedings as defined in Article 3 of the EC
Regulation. The centre of main interests of the Company is in England.

CREDITORS’ MEETING

In accordance with Paragraph 52(1)(b} of Schedule B1 to the Insolvency Act 1986, a creditors’
meeting will not be convened as the Joint Administrators believe that the Company will have
insufficient property to enable a distribution to be made to unsecured creditors, other than the
prescribed part.

However, the Joint Administrators shall summon an initial creditors’ meeting, if requested to by
the creditors of the Company, whose debts amount to at least 10% of the total debts of the
Company, using the prescribed form 2.21B, attached at Appendix 6, within 12 days from the date
of this report.

Creditors are reminded that the costs of any meeting called shall be paid for by them and that a
deposit will be required for such purpose. Such costs may be ordered to be paid as an expense
of the Administration if the meeting so resolves.

END OF THE ADMINISTRATION

The options available to the Joint Administrators for the exit from the Administration are as
follows:

Compulsory Liquidation
Creditors’ Voluntary Liquidation
Company Voluntary Arrangement
Return of control to the Director
Dissolution of Company

We are yet to form a view and, therefore, to make our recommendation on this issue. We are
still investigating the Company’s affairs and business.

JOINT ADMINISTRATORS' PROPOSALS
The Joint Administrators propose the following:

12.1.1 That the Joint Administrators continue the Administration to deal with such outstanding
matters in relation to the Company as the Joint Administrators consider necessary until
such time as the Administration ceases to have effect.

12,1.2 That the Joint Administrators do all such other things and generally exercise all of their
powers as contained in Schedule 1 of the Insolvency Act 1986, as they, in their sole and
absolute discretion consider desirable or expedient in order to achieve the purpose of the
Administration.

12.1.3 That the Joint Administrators seek an extension to the Administration period if deemed
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12.2

12.3

12.1.4

12.1.5

12.1.6

12.1.7

12.1.8

12.1.9

That the Joint Administrators, once all outstanding matters have been satisfactorily
completed, take the necessary steps under paragraph 84 of Schedule Bl of the
Insolvency Act 1986 to the Registrar of Companies to the effect that the Company has no
property which might permit a distribution to its creditors, at which stage the
Administration will cease.

That the Joint Administrators, in the event that they form the view that a distribution can
be made to upsecured creditors, take the necessary steps to put the Company into
creditors’ voluntary liquidation. It is proposed that the Joint Administrators, currently
Philip Francis Duffy and David John Whitehouse of MCR would act as Joint Liquidators
shoutd the Company be placed into creditors’ voluntary liquidation. In accordance with
Paragraph 83(7) of Schedule Bl to the Insolvency Act 1986 and Rule 2.117(3) of the
Insolvency Rules 1986 (as amended) the creditors may nominate a different person as
the proposed Liquidator, provided such nomination is made before these proposals are
approved.

That the Joint Administrators be discharged from all liability pursuant to paragraph 98 of
Schedule B1 to the Insolvency Act 1986, upon filing the end of the Administration or their
appointment otherwise ceasing.

That the Joint Administrators’ remuneration be fixed by reference to the time properly
spent by them and their staff in attending to matters arising in the administration.

That the Joint Administrators be authorised to draw their firm's internal costs and
expenses in dealing with the administration (“Category 2 Disbursements”), if any.

That the Joint Administrators be authorised to instruct and pay MCR Receivables
Management Limited to assist with the collection of book debts, where considered
appropriate.

Pursuant to Rule 2.33(5) of the Insolvency Rules 1986, the proposals in paragraph 12.1 shall be
deemed to be approved by the creditors on the expiry of the period in which a meeting can be
requisitioned by creditors in the manner described in paragraph 10.2 above, provided that no
meeting has been so reguisitioned.

The Joint Administrators will be seeking the following resolutions from the secured creditors and
preferential creditors:

12.3.1

12.3.2

12.3.3

12.3.4

12.3.5

That the Joint Administrators be discharged from all liability pursuant to paragraph 98 of
Schedule B1 to the Insolvency Act 1986, upon filing the end of the Administration.

That the Joint Administrators’ remuneration be fixed by reference to the time properly
spent by them and their staff in attending to matters arising in the administration.

That the Joint Administrators be authorised to draw their firm’s internal costs and
expenses in dealing with the administration ("Category 2 Disbursements™), if any.

That the Joint Administrators be authorised to instruct and pay MCR Receivables
Management Limited to assist with the collection of book debts, where considered
appropriate. -

To extend the Administration periods if deemed necessary by the Joint Administrators, for
a period of up to six months.

ADM 04150

"%

CORPORATL
REBTRUCTURING




The Marvellous Group Limited (In Administration}
Report to Creditors
10 February 2009

13. OTHER MATTERS

13.1  If any crediter has any information concerning the Company’s affairs that they would like to bring
to our attention, then we should be pleased to hear from them.

If you require further information or assistance, please do not hesitate to contact my colleague Rob
Edwards.

p Francis Duffy
| Administrator
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Date of incorporation

Registered number

Company directors

Company secretary

Shareholders

Trading address

Registered Office

Any Other Trading Names

STATUTORY INFORMATION

23 April 1980

01453031

Stephen Pomfret
Steven Bedford
Rupinder Cheema
Jonathon Eeeles
Jonathon Shonn
Jonathon Shonn
The Marvellous Parent Limited
2 Albion Court
Albion Place
London

W6 0QT

Current:

11 St James Square

Manchester
M2 6DN

None

Formerly:

5™ Floor

Free Trade Exchange
37 Peter Street
Manchester

M2 5GB
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Financial information *period Ended *Period Ended *Period Ended *Period Ended
31 October 2008 30 June 2008 30 June 2007 30 June 2006
(Draft) (Draft) {Audited) (Audited)
[ £ £ £
Turnover 1,467,200 5,583,500 6,662,750 6,513,340
Gross Profit
649,900 2,732,900 3,616,054 3,517,168
Retained profit/(loss)
for the year
{322,600) (134,400) (61,972) 117,416

*Consolidated financial information for the Group

ADM 04150

CoORPDRATE
RESTAUCTURING

-




The Marvellous Group Limited (In Administration)
Report to Creditors
10 February 2009

APPENDIX 2

CarPORATE
AXBTRUCTIAING

ADM 04150 g




The Marvellous Group Limited
(In Administration)

Joint Administrators' Abstract Of Receipts And Payments
To 10 February 2009

RECEIPTS Total (£)
0.00
PAYMENTS
0.00
Balances in Hand 0.00
0.00

Page 1 of 1 ~ IPS SQL Ver. 5.03 10 February 2009 09:09
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The Marvellous Group Limited - In Administration

Estimated Outcome Statement

Book Estimated
Value * Realisation
Assets Subject to Fixed Charge £'000 £'000
Short Leasehold Premises 82 o
Assets Subject to Floating Charge
Fixtures & Fittings 20 Unknown
Stock 1,120 Unknown
Prepayments & Accrued Income 250 0
Cash at Bank 0 0
Trading Surplus/(Deficit) Y "
Unknown
Less:
Administrator's Fees (300
Legal Fees {10)
Assets Available to distribute to preferential creditors Unknown
Preferential ctaim (50}
Available to distribute as Prescribed Part Unknown
Prescribed Part Unknown
Available to distribute to floating charge creditors Unknown
Floating Charge Holder 845 (845)
Available to Liquidator Unknown
Unsecured creditors before costs 2,840

* Based upon extrapolated management information dated 30 October 2008.
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The Marvellous Group Limited

Analysis of Joint Administrators' time costs for the period 29 January 2009 to 6 February 2009

Hours Total Time Average

Classification of Work Function Partner | Manager Senior | Assistants | Support Hours Cost Hourly Rate

£ £
Strategy planning & control 0.1¢ 0.10 2.00 90.00
Unsecured creditors 0.60 0.60 54 00 90.00
Cashiering & accounting 0.20 .10 0.30 62.00 206.67
Sale of business 0.40 0.40 62.00 155.00
Relen;iun of title 1.20 1.20 108,00 90.00
CDDA reports 1.70 1.70 263.50 155.00
Employee matters 5.30 5.30 477.00 90:00
General correspondence 7.50 7.50 1,162.50 155.00
General admin 10.30 10.30 1,434.00 139.22
Total Hours 0.20 27.20 27.40 3,632.00 132.55
Total Fees Claimed {£) 48.00 3,584.00 3,632.00
Analysis of category 2 disbursements
Classification of Work Function Details of Payee £

Total 0.00
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Rule 2.37

(a) Insert full name and
address of the creditor
making the request

(b) Insert full name and
address of registered
office of the company

{€) Insert amount of claim

(d) Insert full name(s) and
address(es) of creditors
concurring with the
request (if any) and thelr
clalms in the
administration if the
Requesting creditor's clalm
is below the required 10%

(e} Insert details of the
purpose of the meeting

ADM 05016

Form 2.21B

Creditor’s request for a meeting

Name of Company Company number
The Marvellous Group Limited 01493031
In the Court case number
Manchester District Registry

301 of 2009
I(a)

request a meeting of the creditors of The Marvellous Group Limited

(b) Registered Office:
11 5t James Square
Manchester
M2 6DN

My claim in the administration is (c)

(d)

concur with the above request, and I attach copies of their written confirmation of
concurrence,

The purpose of the meeting is {e)

Signed

Dated
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Proof of Debt — General Form

The Marvellous Group Limited (In Administration)

Date of administration 29/01/2009

1. |Name of creditor
(If a company please alsc give company registration
number).

2. |Address of creditor for correspondence.

3. |Total amount of claim, including any Value Added Tax and
outstanding uncapitalised interest as at the date the company
went into administration.

4, |Details of any documents by reference to which the debt can
be substantiated. (Note: There is no need to attach them
now but the administrator may call for any document or
evidence to substantiate the claim at his discretion as may
the chairman or convenor of any meeting).

5. |If amount in 3 above includes outstanding uncapitalised £
interest please state amount.

6. (Particulars of how and when debt incurred
(If you need more space append a continuation sheet to this
form).

7. |Particulars of any security held, the value of the security, and
the date it was given.

8. |Particulars of any reservation of title claimed in respect of
goods supplied to which the claim relates.

9. |Signature of creditor or person authorised to act on his behalf

Name in BLOCK LEYTERS

Position with or in relation to creditor

Address of person signing (if different from 2 above)

For Administrators’ Use only

Admitted to vote for .Admitted for dividend for
£ £

Date Date

Administrator Administrator

ADM 05014 - Proof of debt form.doc




