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° GrantThornton

Our ref. CMLU/BLAAJRILKG/147445-100/ i e
Recovery and Reorganisation

Grant Thernton UK LLP
4 Hardman Square
Spinningfields
Manchester

M3 3EB

T +44 (0)161 953 6800
F +44 (0)161 953 6317

To the Creditors

20 May 2020

Dear Sir / Madam

Caversham Finance Limited and Caversham Trading Limited
Both in Administration {the Companies)

| was appointed Joint Administrator of Caversham Finance Limited on 30 March 2020 with
Trevor O'Sullivan and Helen Dale.

| was also appointed Jeint Administrator of Caversham Trading Limited on 30 March 2020 with
Sarah O'Toole and Andrew Charters.

| further advise that we are all authorised by the Insolvency Practitioners Association to act as
Insolvency Practitioners.

In accordance with paragraph 49(4)b) of Schedule B1 to the Insolvency Act 1986, | enclose a copy of
my statement of proposals.

Decisions of creditors are not being sought because, in accordance with paragraph 52(1) of Scheduie
B1 to the Insolvency Act 1986, | am of the opinion that the Companies have insufficient property to
enable distributions to creditors other than by virtue of Section 176A of the Insolvency Act 1986.

The proposals contained in this statement will be deemed to have been approved by the creditors
unless, within 8 business days of this statement being delivered, creditors whose debts amount to at
least 10% by value of the total debts of the Companies request that the Joint Administrators seek a
decision from the creditors as to whether they approve the proposals.

Yours faithfully
for and on behalf of Caversham Finance Limited and Caversham Trading Limited

v

Chris M Laverty
Joint Administrator

The affairs, business and property of Caversham Finance Limited (‘{CFL’) are being managed by Chris Laverty,
Trevor O'Sullivan and Helen Dale, appointed as Joint Administrators on 30 March 2020. The Joint Administrators act
as agents of CFL and without personal fiabifity. Chris Laverty, Trevor O'Sullivan and Helen Dale are authorised by the
IPA to act as insolvency practitioners.

The affairs, business and property of Caversham Trading Limited (‘CTL’) are being managed by Chris Laverty,
Andrew Charters and Sarah O'Toole. appointed as Joint Administrators on 30 March 2020. The Joint Administrators
act as agents of CTL and without personal liability. Chris Laverty, Andrew Charfers and Sarah O'Toole are authorised
by the IPA to act as insolvency practitioners.

Chartered Accountants. Grant Tharnton UX LLP is a imited lability parinership registered in England and Wales. No.OC307742. grantthornton.co.uk
Registered office: 30 Finsbury Square, London EC2A 1AG. A list of members is available fom owr registered office. Grant Thornton

UK LLP is authorised and regulated by the Financial Conduct Authorty. Grant Thornton UK LLP is a member firm of Grant Thomton

Intenational Lid {GTIL). GTIL and the member firns are not a workiwide parinership. Setvices are deliverad by the member firms.

GTIL andits mammber firms afe hot agents of, and do not obligats, one ancther and are not kable for one anothar's acts or omissions.

Alist of personnal permitted by Grant Thornton to accept appoiniments as insalvency practifioners and of their respactive authorising

bodies may be inspectad 4t the above address Pieasa see grantthornton.co.uk for further details



° Grant Thornton

Caversham Finance Limited
and Caversham Trading
Limited — both in
Administration (the
Companies)

Joint Administrators’ proposals

Appointed in High Court of Justice Chancery Division, Case
number 2044 and 20486 of 2020, respectively

Prepared by:

Contact details:

Chris Laverty, Joint Administrator

Should you wish to discuss any matters in
this report, please do not hesitate to
contact CMU@uk.gt.com

If your query relates to your BrightHouse
agreement, or if you have made a
complaint, or believe you have grounds to
make a complaint, arising out of your
current or past agreements you should
contact BrightHouse customer services on
0800 526 069 or at
customerenquiries@brighthouse.co.uk
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Recovery and Reorganisation
Grant Thomton UK LLP

4 Hardman Square
Spinningfields

Manchester

M3 3EB
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The following definitions are used either within the body of this report, the appendices to it, or both.

Administration(s)

The administration of the Company / the Companies

Joint
Administrators/Administrators/our/us/we

Chris Laverty, Trevor O'Sullivan and Helen Dale acting as Joint
Administrators of CFL and Chris Laverty, Sarah O'Tocle and Andrew
Charters acting as Joint Administrators of CTL

CFL Caversham Finance Limited
CIL Caversham Insurance Limited
CTL Cavergsham Trading Limited

the Company / Companies

Caversham Finance Limited and Caversham Trading Limited — both in
administration, company numbers 007855822 (CFL} and 05396147 (CTL)
and whose registered address is 4 Hardman Square, Spinningfields,
Manchester M3 3EB (trading as BrightHouse)

CMC Claims managernent company, a company of other organisation offering
claims management services to Redress Creditors

Court The Courts of England and Wales

Creditors Preferential and unsecured creditors (including Redress Creditors)

CWVL Creditors’ voluntary liquidation

DISP Dispute Resoclution: Complaints sourcebook, part of the FCA Handbook

FCA Financial Conduct Authority

FCA Handbock

The handbook published by the FCA which sets out the rules and
guidance made by the FCA under the Financial Services and Markets Act
2000

FOS Financial Ombudsman Service

GLAS Glas Trustees Limited

Gross Loan Book The value of outstanding loans, before provisions for bad or doubtful debts
HMRC HM Revenue & Customs

HCST Lending

High cost, short term lending

Insoivency Rules

The Insolvency {(England and Wales) Rules 2016

Loan Book

The RTO and Cash lending book

L&E

Logistics and Engineering

Prescribed Part

The part of the proceeds which must be set aside from floating charge
assets as described in section 7.3 below

Redress Claim

A redress claim that a customer (current or former} has, or may have,
against CFL

Redress Creditors

Customers (current and former) of the CFL (trading as BrightHouse) who
were sold an unaffordable loan and are due redress

RTO Rent to Own
The Board The Board of directors of the Companies
VAT Value added tax
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1 Executive summary

» Chris Laverty, Trevor O'Sullivan and Helen Dale of Grant Thornton UK LLP were appointed as
Administrators of Caversham Finance Limited on 30 March 2020 by order of the Court. CFL trades
as BrightHouse and provided rent-to-own and cash lending services to the UK consumer market.

» Chris Laverty, Andrew Charters and Sarah O'Toole of Grant Thornton UK LLP were appointed as
Administrators of Caversham Trading Limited on 30 March 2020 by order of the Court. CTL
operates a logistics and engineering business supperting servicing, warranty and insurance claims
of BrightHouse rent-to-own customers in the UK

+ The Administraters are submitting their proposals pursuant to paragraph 49(1) of Schedule B1 to
the Insolvency Act 1986 for achieving the objectives of the administrations. This report contains the
infarmation required by rule 3.35 of the Insolvency (England and Wales) Rules 2018.

« The objective of the administrations will be to achieve a better result for the Companies’ creditors as
a whole than would be likely if the Companies were wound up or in the alternative, realising
property in order to make a distribution to one or more secured or preferential creditors

s The key workstreams for the administration processes will be:

CFL
o maximising the value of the Loan Book collections
o the stabilisation and preservation of the business’ infrastructure {predominantly T and
employees) to support the collection of the Loan Beok
o maximising the value of the assets, by explering a sale of the business and assets,
where appropriate, while continuing with collections of the Loan Book
o undertaking an orderly wind down of the activities of CFL's operation in line with asset
realisations
CTL

o  stabilising the L&E business with a view to it continuing to provide servicing and
support to the CFL RTO book
o exploring a sale or outsourcing of the L&E business
o undertaking an orderly wind down of the activities of the Company
« The Administrators will achieve this by: .
o preservation of the Companies' infrastructure to support continued loan collections,
continued placements and a loan book sale, should it be deemed appropriate
o retention of staff to help achieve the Administrators’ objectives
o working with regulators to ensure the processes benefit from their input
+ ltis anticipated that there will be insufficient funds available after payment to the secured and
preferential creditors, to allow for a dividend to unsecured creditors other than by virtue of the
prescribed part
+« Secured and floating charge creditors will not be paid in full
¢ Whilst the directors’ statement of affairs notes that funds will be available to both Companies’
unsecured creditors by way of prescribed part dividend, the likely quantum is unknown at this stage
as, for CFL, they have not estimated the liability associated with the CFL's Redress Creditors. In
addition, the directors’ statement of affairs does not account for the costs of the administration
processes
The administrations are currently due to end on 28 March 2021
It is anticipated that the administrations will end by the dissolution of the Companies
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i

Chris M Laverty
Joint Administrator

22 May 2020

Please be aware that fraudsters have been known to masquerade as legitimate administrators.
Fraudsters may contact creditors asking for an upfront fee or tax to release an investment or pay a
dividend / to enable release of money payable to the creditor. An administrator would never ask for such
a payment nor instruct a third party to make such a request.
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Background to the
appointment of the
administrators

Background

Caversham Finance Limited trading as BrightHouse {CFL) was incorporated on 24 December 1963 and
is the main trading entity in the BrightHouse group. Caversham Trading Limited {CTL)} was incorporated
on 17 March 2005 and is the only other English trading entity within the BrightHouse Group.

At the time of the appointment of Administrators the Group structure can be summarised as follows:

Sharehokders

BrightHouse Top Co Ltd
Jersey

Brlghtﬂouse Mid Co Ltd

BrightHouse Fin Go Ltd

UK
BrightHouse Holdings Lid
UK

.l
;0%

H ' ] . Crary George's Lid
H ' ! {Dormant)

' I

L} N |

1

h

]

h

Mata) Ltd
{Closed)
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Caversham Finance Limited

CFL is primarily a rent-to-own (RTO) business. It employed ¢.1,700 employees, operating from ¢.250
retail store locations nationwide, a head office in North Londen and a customer relations centre (CRC) in
Birmingham. CFL had reported revenue in its audited accounts of £270 million (2019) and £280m
(2018). RTO gave customers access to household goods {e.g. white goods, television and audio, mobile
phones, furniture etc.) with insurance and after sales service options available. The majority of RTO and
cash lending products allowed customers to make weekly payments {typically over a 1-2 year contract
length) using both remote and in-store payment channels to meet the capital, interest, insurance and/or
warranty (if applicable) portions of their agreement. The representative APR offered at the time of
appointment in the RTO agreements was 59.9% with the actual rate offered to individual customers in
the range of 42% - 69.9% based upon the customer's individual credit score, the product taken and the
length of the agreement. The RTO agreements constitute “regulated consumer hire purchase
agreements”, regulated by the FCA.

RTO agreements taken out prior to 27 April 2015 included a package of servicing and maintenance
benefits within the retail price. From 27 April 2015, product and warranty protection were offered as
separate opticnal cover sold under the name “BrightCare”. Customers must have insurance cover in
place (for loss through accidental damage, fire and theft) before entering into an agreement, whether
through their own provider or through CFL’s insurance subsidiary, explained below.

During 2019, CFL expanded its business to provide cash loans. It tested this product with those
customers with a higher credit rating. The loans were over a fixed 18-month period, for an amount of up
to £1,000 with an APR of 149%.

CFL conducted its operations from ¢.240 stores located throughout the United Kingdom (excluding
Northern Ireland), supported by a contact centre in Birmingham.

At the date of the Administration appeointment there were 381,582 active RTO agreements, 139,797
active RTO customers, 16,824 active RTO and loan customers, 18,923 active loan agreements and
2,102 active loan customers.

Caversham Trading Limited

CTL is a service provider to CFL. Its primary business is logistics and engineering (L&E). CTL generates
no revenue, other than recharges to CFL, and CFL meets all of its liabilities to third parties, such as
employees, landlords and suppliers through intercompany payments. It is therefore wholly dependent on
CFL for support. .

CTL provides services that support the CFL RTO Book. It employed ¢.500 employees operating
primarily from the naticnal distribution and service centre in Manchester, in addition to 10 local
distribution centres nationwide. CTL had reported revenue in its audited accounts of £46 million (2019)
and £53 million (2018).

The L&E services provided by CTL are split as follows:
{a) Logistics: headquartered in Manchester, with 10 smaller sites around the UK; and

{b} Engineering: this function delivers the requirements of the warranty (BrightCare) and insurance
products. This includes field engineers fixing products in customers’ homes and a specialist engineering
team in Manchester repairing customer products where these cannot be undertaken in the customer's
home. In addition, the Manchester engineering team previously refurbished returned products for
resale, however, this activity has now ceased.
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Caversham Insurance Limited — Insurance subsidiary

The insurance subsidiary, CIL, is a private limited company incorporated in Gibraltar, with a branch
authorisation to carry out services in the UK. It is not the subject of any insolvency process. CIL is, and
is expected to remain, solvent.

CIL underwrites the insurance policies sold with the RTO product as noted above. CFL collects the
premiurm on behalf of CIL and takes commission on the insurance sales. The contractual arrangements
in place with CIL require CFL to meet CiL’s repair and product replacement obligations to policyholders.
CFL outsources these services to CTL.

Factors leading to financial distress

As a result of the factors explained below, namely the trading and regulatory environment, CFL and
therefore CTL had a very significarnit deterioration in its financial positicn.

CFL
Redress Scheme/Affordability claims

On 24 October 2017, a consumer redress scheme was agreed between CFL and the FCA (the 2017
Redress Scheme). Pursuant to the 2017 Redress Scheme, CFL identified customers that may have
been treated unfairly where its processes fell short of FCA expectations. The FCA confirmed in
December 2018 that CFL had successfully completed the 2017 Redress Scheme during which is made
£14.8 millien in redress payments covering; (i) first week refunds owed to customers where there was a
cancellation within the cooling-off period or before delivery; and (i) payments where a customer's
circumstances had not been properly assessed in determining the affordability of the loan. This work
had materially impacted the business, both commercially and operationally,

Notwithstanding the fact that the 2017 Redress Scheme completed in December 2018, CFL has
continued 1o receive large velumes of affordability claims from customers. These were submitted
predominantly by claims management companies on behalf of customers. CFL was required to
investigate each claim and, if it could not be shown that the correct procedures had been followed,
reimburse all interest and charges which had been incurred by the customer since the date the loan was
issued, along with interest at the statutory rate of 8%. In addition, many customers referred their
complaints to the FOS, which resulted in additicnal costs for CFL.

The level of redress claims from customers put severe pressure on CFL's cashflow. During 2019, there
were a number of adverse initial decisions made by the Financial Ombudsman Service in favour of
customers which called into question CFL's redress claims assessment policies and caused material
uncertainty as to CFL’s potential redress liabilities.

CFL agreed to cease to apply any time barring in respect of claims from customers. This meant that
CFL was required to consider claims relating to agreements entered into with customers at any point
since the FOS obtained jurisdiction in respect of consumer credit complaints on 6 April 2007. This
further increased the uncertainty as to CFL's potential redress liabilities, given the materially increased
potential population of claimants.

Adverse publicity on 28 February 2020 about the solvency of the BrightHouse Group also led to a spike
in affordability complaints. As at the date of the Administrators’ appointment, there were approximately
6,650 claims with CFL, and 2,056 cases with the FOS.

These affordability claims have put significant pressure on the liquidity of CFL, given the quantum of
redress, and the operational costs of managing and handling claims. This uncertainty, combined with
the fact that there is no limitation on claims, meant that CFL could not continue trading.
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Regulatory change

The 2018/18 financial year was a challenging trading environment for the retail industry. The consumer
credit industry also had to adapt to the FCA's High-cost Credit Review which was finalised on 5 March
2019. For RTO, this included a ban on the sale of extended warranties at the point of sale in February
2019 and a Price Cap and Price Benchmarking from 1 April 2019 for all new products and from 1 July
2019 for existing products, putting further financial strain, and eroding margins for CFL.

Lenders and crediter pressure

As a result of uncertainty, the lenders of a revolving credit facility {Greensill) reduced the amount
available under the Credit Facility. In addition, negative press coverage on 28 February 2020 in relation
to the solvency of the BrightHouse Group led to suppliers requiring payments in advance or on account,
and customer collections paid through third parties withheld from the business to protect the third party
from its potential exposure to customers.

COVID-19

In line with numerous other businesses across the UK and globally, the impact of COVID-19 is yet to be
fully understood, hut in the weeks leading up to the Administration appeintment had a significant
negative impact on revenues and cash collections in respect of the Loan Bock, and led to the closure of
all stores on 25 March 2020,

CTL

Given CTL is wholly dependent on funding from CFL, as noted above, any decline or failure of CFL
directly impacts CTL's viability.

The impacts to the financial perfformance of CFL outlined above ultimately reduced the size of its Loan
Book and meant that CTL had over capacity.

CTL explored an accelerated process to seek a potential outsourcing arrangement or sale of all or part
of its L&E business to reduce operating costs. A sale was not achievable in the time that was available.
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Strategic and Restructuring options

To address the trading and regulatory challenges above, the directors of CFL and CTL took a number of
steps prior to the Administration appointment including:

+ a strategic review of the CFL business tc reduce its reliance on the RTO business

+ rationalisation of the store portfolios, reducing occupancy costs through closures, relocations and
negotiated rent reductions

+ an accelerated process to seek a potential outsourcing arrangement or sale of all or part of its L&E
business to seek to reduce operating costs

+ third-party investment, in respect of using the BrightHouse store network as a route to market for
other businesses and products

s a significant cost reduction programme since the start of December 2019

CFL and CTL directors also explored a number of restructuring options, including but not limited to: (a) a
potential scheme of arrangement to compromise and apply a time limit on redress liabilities and
compromise the secured creditors to reduce the guantum outstanding; and (b) a potential restructuring
of the business involving a transfer of the platform supporting the Loan Book to a wholly-owned
subsidiary of CFL, which would then seek third party investment for new lending. It was, however, not
possible to achieve any of these aptions.

The Companies were unable to obtain additional cash funding to allow more time for implementation of
a scheme or other solvent alternatives. Without the redress liabilities being compromised or met by a
third party, it was not viable for CFL (and therefore CTL) to continue trading.

Consequently, at board meetings on 26 March 2020, the boards of CFL and CTL resolved that they no
longer had a reasonable prospect of avoiding insclvent administration or liquidation.
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The Administrators’
appointments

Initial introduction to the Companies

Grant Thornton UK LLP’s {the Firm) Financial Services Restructuring and Insclvency team were
instructed by CFL in December 2019 by the Board of directors with a view to assisting CFL prepare its
wind down plan for submission to the FCA. During the course of this work the scope of the Firm’'s work
expanded to include contingency planning for a possible insolvency. Advice was provided under two
letters of engagement dated 23 December 2019 and 20 January 2020.

Prior to this the Firm's Business Risk Services team had been engaged by CFL and its subsidiaries (the
Group) under the terms of letters of engagement dated 20 October 2013 and 27 September 2017.

In addition, the Firm’s Financial Services regulatory team has provided services to the Companies,

Other than the roles detailed above, the administrators are not aware of any other professional
relationships with either the Group or any of its directors.

The Administrators carefully considered the position prior to accepting the appeintment, having regard
to their licensing bodies' ethical guidelines, and considered that there were no circumstances preventing
them being administrators of CFL or CTL. The Firm obtained written confirmation from the directors of
CFL and CTL that they did not consider that there would be either any conflicts of interest nor any
independence issues arising from the Firm’s prior roles. We set out at Appendix E a detailed summary
of the matters considered and conclusions reached in relation to the Firm'’s previous relationship with
the Companies.

Appointment of Administrators

As indicated above, in light of the Companies’ financial difficulties, having considered all the options, the
Board concluded that the best option was for the Companies to be placed into administration.

Additionally, on 24 March 2020 pursuant to Section 382A of the Financial Services and Markets Act
2000 consent was also sought from the FCA in relation to the Companies’ proposed Administrators.

Upon consent being received from the FCA as required, the Board made an application to court for the
appointment of Administrators in accordance with paragraph 22 of Schedule B1 to the Insclvency Act
1986. The Court hearing took place on 30 March 2020 and the Administration Order was effective from
that date.

Objective of the Administration

The Administrators must perform their functions with the objective of:
« Rescuing the Company as a going concem, or

= 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
creditors.

In this instance, as CFL had ceased new lending prior to the Administrators’ appointment and had an
unquantified liability to Redress Creditors it was not possible to achieve the first objective.
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The second objective (and if not passible the third objective) will be pursued for both CFL and CTL
through collection of the outstanding loan book and orderly wind down of operations.
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Proposals for achieving
the objective of the
administrations

Objective of the administrations

As indicated above, the Administrators will pursue the objective of achieving a better result for the
Companies’ creditors than would be likely if the Companies were wound up.

This objective will be achieved by the Administrators conducting an orderly wind down of the businesses
as the loan book is collected in. The operations and systems of the businesses will continue to be
maintained for as long as they believe it appropriate in attempting a more advantageous realisation of
assets.

For clarification, if there is a sale of the Loan Book, it is not envisaged that any purchaser will assume
any of the existing liabilities (including Redress Claims) of CFL except to the extent that by law they are
compelled to do so.

Exit route

As there will only be a prescribed part to distribute to the unsecured creditors, it is proposed that the
Administrators will agree the claims of the creditors and distribute these funds in the course of the
administration. For an explanation of the prescribed part see paragraph 7.3 below. The Administraticns
could require an extension beyond the initial pericd of one year for this purpose. When all funds have
been realised and distributed, the Administrations will end by the Administrators filing notices to dissolve
the Companies. The Administrators will nevertheless be empowered tc present a petition for the winding
up of the Companies if circumstances require.

If the Companies are placed into CVL, it is proposed that the Administrators in office at that date wilt be
appointed liquidators, any act in the liquidation to be done by any one or more of the liquidators.
However, crediters may nominate a different liquidator or liquidators if nomination to that effect is
received before the approval of these proposals.
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The assets and liabilities
of the Companies

Statement of Affairs

On 3 April 2020 the directors of the Companies were issued with notices requiring them to provide a
statement of affairs for each company to the Administrators. A statement of affairs details the assets
and liabilities of the Companies as at the date of appointment of the administrators.

The directors have prepared statement of affairs’ which are attached at Appendix D.

The content of the statement of affairs is further discussed in the asset and liabilities section of this
report.

11
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Conduct of the
administrations

Strategy

We consider that the best strategy for the administrations is the orderly wind down of the businesses.
This will be achieved by retaining key systems and staff to support collection and realisation of CFL’s
main asset, the Loan Book. Given the longer-term nature of the Loan Book, the initial strategy is to
collect the Loan book whilst the Administrators investigate the cpportunity for a sale of the business and
assets, and any other assets of CFL and CTL. The Administrators have kept the FCA updated of this
strategy and developments thereon.

No new RTO or cash lending will take place following the Administrators’ appointment.

Cash balances held at the date of appointment have been transferred to the accounts held by the
Administrators. The other assets of the Companies namely stock, office equipment and VAT debtors will
be realised during the period of the administration.

Business operations during wind down of operations

To achieve the orderly realisation of the RTC and cash loan book it has been necessary to continue to
operate certain aspects of the Companies on a rationalised basis. This is necessary to facilitate
repayment of RTO and cash loan agreements, protect customer data and to enable the Companies to
continue to respond to other queries arising from customers. it will also allow the Administrators to
moeniter collections and respond to servicing, warranty and insurance claims.

Therefore, we have arranged for the continuation of services across all aspects of the Companies’
activities, including where necessary settling arrears or making ‘ransom’ payments to secure essential
services. The requirement for all services is under frequent review and a plan for the wind down of
infrastructure, including IT services, is being implemented as appropriate.

Employees

At the date of the administrations, across both entities there was a total of 2,199 employees. Following
the appointments, employees were either retained, furloughed or made redundant, as explained below.

CFL

s CFL consists of 3 main departments, Retail, Head Office and the Customer Resclution Centre
« At appointment 1,713 people were employed in the business

CL1. - Emplovee position as at 30-NMar-20

Reail 270 325 759 1,354

Head Ofice 121 2 66 189
CRC 138 - 32 170

Total 529 327 857 1713
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+ Upon the conclusion of day one of the appointment CFL retained 856 employees (including those
placed on furough}, with 857 employees being made redundant

+ Since then the Administrators have not undertaken any further redundancies, however, we have
actively engaged in bringing furlough staff from Retail back into the business where capacity
allowed. This has been managed by enabling remote working capabilities to allow retail employees
to engage with customers

» Note that some employees have resigned from their roles in the post-appointment period and these
have been included within the redundant summary

CTL

* CTL consists of ten local distribution centres and one national distribution centre which makes up
the logistic and engineering business
« Atthe date of appointment there were 486 employees

17, - Emplovee position as at 30-Nar-20

Relain Furlough Redundant
L&E 231 20 54 486
Total 231 201 54 486
Trading

Intercompany arrangements

As indicated above, CFL and CTL are interconnected, therefore, it has been necessary for the
Administrators to continue the Service Level Agreement between the two companies.

CFL

Following appointment, the Administrators have focused on ensuring that customer outcomes for the
Loan Book are maintained with seamless operation of the remote payment channels. Given the
COVID-189 impact in the weeks before appointment and the nationwide retail store closure on

25 March 2020, the key focus of the Administrators has been to ensure the continued operaticnal
capability of remote employees including their IT systems and areas of focus to maximise customer
engagement. Remote payment channels have been kept fully operational and expanded to offer
customers additional payment options not available pre-appointment.

In addition, trading has required:

+ Developing targeted and timely communication campaigns with customers, both direct and through
website FAQs, text message, email and post to ensure clarity of messaging

+  Menitoring and reviewing commitment and forbearance processes to address regulatory
developments and the COVID-18 Government guidelines

+« Engaging with key suppliers to ensure continued supply, particularly in respect of IT and cutsourced
collections

« Continuing the implementation of remote working capability for employees across the customer
relations centre, retail and head office employees

+ Liaising with all landlords in respect of ongoing property requirements

« Engaging with employees

CTL

Following appointment, the Administrators focused on stabilising the cperations of the L&E business
and ensuring that supplies of critical services were maintained. The CTL Administrators have worked
with CFL to ensure continued servicing of the RTO book where possible given the COVID-19
restrictions.
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A number of the key trading workstreamns are explained below:

« Vehicles - An assessment was made of the size and nature of the Company's fleet of commercial
vehicles in order to match more appropriately to the volume and nature of the work that will be
undertaken in the administration

+ Vehicle operator's licence - Legal advice has been obtained to ascertain the Administrators’
options relating to the vehicle operators' licence (required to operate 7.5t vehicles)

* Field engineering - Prior fo our appointment, and, considering the on-going COVID-19 restrictions,
the Company took the decision to stop allowing field engineers to undertake repairs inside customer
homes. Since the appointment, this decision has been under review with consideration being given
to the need to ensure that customers have access to essential household products during these
challenging times. Where possible CTL has provided “leaner” items to customers to ensure
continued access to essential products. This need has been balanced against our prigrity to ensure
that all colleagues are able to cperate in a safe working environment. Following detailed risk
assessments, the decision has been taken to recommence a reduced level of field engineering
services from 6 May 2020 with new policies and procedures in place to ensure the safety of
customers and colleagues. Where a field engineering visit is not possible, CTL is continuing to
provide remote engineering support by phone aleng with doorstep product collection and delivery
where possible

* NDC property - The lease for the NDC site expires on 20 July 2020 with no possibility of an
extension. In conjunction with the Group's head of property, the Administrators are exploring
options for alternative sites and planning for a significant downsize in warehouse capacity

« Forecast volumes and stock - Whilst the stock held at the Company's warehouse is the property
of CFL, CTL's strategy to service CFL's warranty and insurance claims is key to establishing the
cost-effective use of stock. As such, the Administrators of both CFL and CTL are:

o forecasting claims volumes expected during run-off of the CFL RTC book

o  establishing the level of stock (owned by CFL) required for the fulfilment of forecast
claims

¢ in conjunction with CFL, liaising with agents to realise excess stock in the retail
network

Approach to interested parties

Identification of interested parties

As part of the administrations we are exploring the potential for a sale of all or some of the assets of the
businesses. Following the announcement of the Administrations a significant number of inbound
approaches were received through a number of channels. Based on the Administrators’ knowledge of
the market, a number of additional parties have been approached through a network of contacts,
including a number of parties with whom the directors held discussions prior to the appointment of the
Administrators. These approaches brought the total number of interested parties to ¢.50 for CFL and
eight for CTL.

In respect of CFL, through a series of qualifying calls with interested parties, the Administrators have
narrowed their focus to a short list of interested parties whom they believe have a credible interest in
either all, or a large portion, of the assets of the business. The Administrators have retained a further list
of parties who are interested in specific assets of the business (e.g. physical stock or the cash lending
portfolio) with whom discussions can restart at a later date if and when appropriate.

In respect of CTL, we have liaised with pre-appointment advisors and undertaken a number of initial
calls with interested parties. This has resulted in a list of parties with whom discussions remain on-

going.
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Asset sale process to date

CFL

Following the signing of NDAs, the Administrators issued the interested parties on the priority list with a
process letter on 25 April 2020. This letter set out the timetable to receive an indicative offer for some or
all of the assets of the business and a summary of the detail required to be included within their offer.
The Administrators requested that these indicative offers be submitted no later than the week of

11 May 2020.

In order for the priority list of interested parties to make an informed judgement and submit a credible
indicative offer, the Administrators issued an initial briefing pack to each party on 28 April 2020, This
initial briefing pack provided an overview of the business including details of the objectives of the
Administrators, the current trading environment of the business (including the initial impact of
COVID-19) and overviews of the group structure, staffing levels, property estate, IT infrastructure,
collections platform and lending portfolics.

The Administrators will assess offers received and, based on the number, value and structure of offers
received, establish a detailed framework for the process to progress interest in a sale of the businesses
assets. At present the Administrators are working to prepare a more detailed suite of information to
make available to those parties who submit an acceptable indicative offer, which will allow them to
undertake a period of detailed due diligence.

CTL

We continue to explore the possibility of selling all or part of the L&E business and are actively engaged
with a number of parties following the signing of NDAs. Information has been issued to these parties in
order that they can provide an indication of their proposals.

Upon receipt of offers, the Administrators will make an assessment as to whether any of the offers

" ({individually or in combination) represent a better financial outcome than continuing to operate the

services in the current manner. This decision will also take account of the level of future service that will
be provided to ensure customers are not impacted.

Realisation of assets

t.oan Book

The most valuable asset of CFL is the Loan Book (both RTC and cash lending), the continued collection
of which is supported by the ongoing CTL warranty and insurance servicing business.

The value of the Loan Book is the aggregate net amount of remaining payments due under the RTO
agreements and cash lending agreements with customers through the term of the relevant contracts,
discounted to reflect that not all outstanding amounts will be paid in full and some contracts will be
terminated prior to maturity for example through early settlement, return of the items or write off,

These payments include, in addition to the payments towards the retail price of the product (for RTO
agreements), interest, payments on the purchase of BrightHouse insurance and warranty products
{BrightCare).

Historically, the primary means for customers to repay their loans was through remote payment
channels {e.g. online, by phone or text, through continuous card authority etc) and weekly cash or card
payments in BrightHouse stores. CFL has been transitioning customers onto remote pay options, such
as continuous payment authorities from other accounts (which represents approximately one third of
payments) and introduced PayPoint prior to the Administrators appointment (which is a facility whereby
customers can make cash payments at third party shops). Prior to COVID-19, approximately 65% of
payments were received remotely. Following the closure of all retail stores as a result of COVID-19, CFL
collects all payments remotely, with the only physical payment option being through PayPoint,
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In addition to customer contracts terminating prior to or at maturity for the reasons outlined above, CFL
may also not recover in full as it offers forbearance options for customers experiencing financial
difficulties, including as a result of COVID-18. Once contact with a customer is established, the agent
will discuss all of these with the customer in order to arrive at an affordable and sustainable solution.
This may encompass a reduced payment plan or a commitment to pay at a later date.

Pre-appointment collections impact

There was a significant decline in the performance of collections which had already materialised prior to
the administration appointment, starting two weeks prior to appointment in the week commencing

16 March, due to the impact of COVID-19 and the nationwide retail store closures on 24 March 2020.
This resulted in;

- weekly receipts decreasing by ¢.£1.0 million (24.8%) to £3.0 million
- customer arrears increased from 10% to 28% of the Loan book

- dues-to-cash % (the average cash recovery from a customer agreement net dues) decreased
from 90% to 71%.

Post-appolntment impact on collections, arrears and commitments
16-Mar  23-Mar  30-Mar  06-Apr  13-Apr  20-Apr  27-Apr  (04-May

51 1 2 3 4 5 6
Collections - £'k i
Actual 3,647 3,023! 2,593 2,627 2,464 2,637 2,815 2,498
Loan book value - £'m :
Up to date 187 153 127 121 114 11 108 104
Arrears or commitments 54 84 107 110 114 115 115 116
Total Loan book value 241 237 234 231 229 226 223 221
As a % of lotal - % :
Up to date 78% 64%3' 54% 52% 50% 49% 48% 47%
Arrears or cemmitments 22% 35%3 46% 48% 50% 51% 52% 53%

Arrears — As a result of COVID-18 and the initial news of the Administration appointment arrears
increased materially to 38% cf the book. Following the Administrators appointment, we have worked to
reduce arrears to 27% as at the time of writing this report. This is a direct result of the continued and
targeted customer engagement initiatives post-appointment.

Commitments — Commitments relate to customers making a promise to pay by a certain date or
entering into a short period of breathing space in which they make no payments. The volume of
commitments both businesses as usual and COVID-18 related have increased to 25% of the book as
against 5 to 10% pre-COVID. This will be an area of focus of the Administration to increase engagement
with arrears customers through commitments, where necessary, and to then help customers return from
commitments into collections.

Collections — collections performance, has been eroded by COVID-19 both pre and post appointment.
Notwithstanding this, the Administrators are working to stabilise recoveries with week-on-week
improvements in collection metrics, a direct consequence from targeted actions on cutbound dialling to
customers, improved payment methods and improved capacity in the customer relation centre and
amongst remote retail employees to make outbound calls.

In order to recover arrears, the Administrators will continue to implement a number of strategies
including incentives, partial payment capability and commitment management.

COVID-19

In response to the COVID-19 pandemic and, where customers have communicated with the CFL that
they are in difficulty as a result of COVID-18, CFL has:

+ stopped late fees and any additional fees or charges
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+ extended the range of forbearance options provided, including applied a 28-day breathing space for
customers impacted by COVID-19

= provided insurance and extended warranty cover without premium income during the 28 day
breathing space

+ agreed many new payment options

* increased flexibility to change the loan and/or reschedule payments, including week tc week
changes

Additional assets

Fixed Assets

The balance on the statement of affairs is made up of fixtures and fittings, office equipment and
computer equipment. This is typically scld at a significant discount to net book value due to limited
market appetite for such assets,

There could be some value within computer equipment, although to ensure that this equipment is
saleable and no confidential information is available, data cleansing will need to take place. This
process will likely impact any sale value,

Properly Leases
All retail stores were closed prior to the Administrators appeintment.

CFL is a leaseholder of 83 trading BrightHouse stores with the remaining 157 leases being held in
CTL's name. It is not considered that there is any value to the retail leases, particularly in the COVID-19
circumstances and the Administrators are working to surrender the leases to the landlords. The
Administrators are in discussions with the various landlords about the terms by which the Administrators
will use the properties. The lease for the national distribution centre in Manchester expires in July and
the Administrators are taking steps to relocate the business to new, lower cost, premises.

Investments in subsidiaries

CIL is a 100% subsidiary of CFL, as explained above providing the insurance products scld through
CFL. Following the winding down of the RTO book, CIL will cease to write cover and will be solvently
wound down. Any surplus funds in CIL will be distributed to CFL upon completion of the wind down
process.

Stock
Stock comprises of new and quality refurbished stock, all of which is owned by CFL. Stock will either:

+ be sold as excess stock via agents;
¢ used to satisfy warranty and insurance claims; or
+ if of low resale value, used for parts or scrapped

VAT
The Administrators are working with their tax advisors to facilitate the ongoing recovery of VAT assets

Prior to insolvency, the Companies accounted for VAT on new agreements at the outset of the contract
to the full value of goods supplied to customers. To the extent that customers subsequently default on
their capital payments under these agreements and/or these agreements are terminated, a VAT
adjustment is possible. The administrators are working to quantify, secure and recover this VAT from
HMRC.
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There is potentially a separate VAT claim relating to the operation of the Companies partial exemption
method. A partial exemption method is the mandatory calculation a company uses to determine VAT
recovery where it generates both exempt and standard rated income. This potential asset will be
considered in the wider context of ongoing negotiations with HMRC regarding the operation of the
company's partial exemption method.

Cash at bank

For CFL a sum of £8.22 million is noted in the directors’ statement of affairs as cash at bank. A sum of
£6.89 million has been transferred to the Administrators account to date and further analysis is being
conducted on the balance to ensure it is realised for the benefit of the estate.

CTL held a sum of £1.69 million cash at bank on appointment which has also been transferred to the
Administrators’ account.

Cash in the store network prior to the COVID-19 lockdown was minimal.

Receipts and payments accounts

Our receipts and payment accounts covering the period 30 March 2020 to 8 May 2020 are attached at
Appendix A.
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Creditors

Secured creditors

GLAS Trustees Limited (GLAS), as Security Trustees for Greensill and the Bondholders, have fixed and
floating charges and guarantees across CFL and CTL granted on 2 February 2018.

Greensill has a first ranking claim over the Bondholders. At the date of the administration the balance
due secured by Greensill and the Bondholders was ¢.£30 million and ¢.£134 million, respectively. The
Administrators’ legal advisor, Freshfields Bruckhaus Deringer LLP, was engaged in order to advise on
the validity of the security and have confirmed that the security is valid.

To date no distributions have been made to the secured creditors under their security. There is likely to
be a shortfall to the Bondholders as second ranking secured creditor.

Preferential creditors

Preferential creditor claims consist of employee claims for wages and holiday pay, up to certain
statutory limits. A significant element of these claims will be subrogated to the Secretary of State,
following payment of claims by the Redundancy Payments Service.

As indicated previcusly the Administrators have retained a number of employees to assist with the
administration. The total preferential liability is not yet known.

Prescribed part — unsecured creditors

In accordance with section 176A of the Insolvency Act 1986, a prescribed part is set aside from the
floating charge assets and made available to the unsecured creditors of the Company. The prescribed
part calculation is applied to the net property available and is calculated at 50% of the first £10,000 of
net realisations and 20% of all further amounts, up to a maximum prescribed part of £600,000.

For both companies, whilst the directors’ statement of affairs does not include details of the prescribed
part, the net property available is estimated to be at the maximum limit resulting in a prescribed part of
£600,000 for each company.

In the case of CFL only, the Administrators are in the process of considering whether the costs of a
prescribed part distribution, given both the volume and complexity of affordability ctaims, would exceed
the funds available for distribution. If this is the case the Administrators will likely apply to the Court to
disapply the prescribed part.

Non-preferential unsecured creditors

CFL

The statement of affairs for CFL details unsecured creditors totalling £118 million, albeit this includes the
total shortfall to the bond holders. Excluding the shortfall sum there are 185 supplier creditors with total
estimated claims of ¢.£2 million and consumer claims to the value of ¢.£3 million. In addition, this dees
not include any future redress claims from CFL customers.
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CTL

The statement of affairs for CTL details unsecured creditors totalling £23.8 million, which also includes
the total shortfall to the bondholders. Excluding the shortfall sum there are 281 supplier creditors with
total estimated claims of ¢.£1.8 million.

Redress Creditors - CFL

Redress Claims comprise current and former customers who believe that they were sold an
unaffordable RTO or cash loan{s) by CFL. As a result, these custemers may be due a refund of the
interest and fees paid on those loans, plus compensatory interest at 8% from the date of the loan.

As indicated earlier in this report, the volume of redress complaints has been increasing since 2017,
particularly due to increased activity of CMCs. At the date of the Administrators’ appointment, CFL had
¢.8,706 complaints yet to be assessed in relation to redress claims. These claims consist of complaints
received directly from customers and CMCs on behalf of customers. Since our appointment, CFL has
continued to receive and acknowledge redress complaints of ¢.1,014 bringing the total to ¢.9,720,
Included in these are ¢.2,056 complaints that were being handled by the FOS which have subsequently
been handed back to the Administrators.

Any redress complaints will rank as unsecured claims in the administration.

In addition, as at the date of appointment, there were a significant number of upheld Redress Claims
that will now rank as unsecured claims in the administration. It is understood that there are ¢.1,269
complaints in this category.

As indicated in the directors’ statement of affairs it is estimated that the secured creditors will not be

paid in full and therefore it is not expected that there will be funds available for unsecured creditors other
than by way of the prescribed part, which, as explained above, the payment of the prescribed part will
likely outweigh any distribution available.

At this time the Administrators are unable to forecast the likely volume of redress creditors and the total
estimated value of these claims, albeit it is expected that Redress creditors will ultimately contribute a
significant number of the unsecured creditors in the estate to the extent that if any sum is set aside by
virtue of the prescribed part, it will be heavily diluted.

Dividend to unsecured creditors

As indicated above, the net property available to unsecured creditors is estmated to be at the maximum
limit resulting in a prescribed part of £600,000 for each company. However, in the case of CFL only, the
Administrators are in the process of considering whether the costs of a prescribed part distribution,
given both the volume and complexity of affordability claims, would outweigh the funds to distribute.
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Investigations into the
affairs of the Companies

Statutory investigations

Within three months of our appointments as Administrators, as required by the Company directors
Disqualification Act 1986, we will report to the Secretary of State the required facts about the
Companies’ business and the conduct of its directors (including those acting within the past three

years).

We would be pleased to receive from any creditor any useful information concerning the Companies,

their dealings or conduct which may assist us.
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Joint Administrators’
remuneration and
disbursements

Overview

As indicated previously in this report, the Administrators think that the Companies have insufficient
property to enable a distribution to be made to unsecured creditors other than by virtue of section
176A(2)(a) of the Insclvency Act 1986 (the “prescribed part” to be carved out of money which would
otherwise be payable to the holder of a floating charge).

A consequence of this statement is that rule 18.18(4) of the Rules provides that the basis of the
Administrators' remuneration shall be fixed, if, as in this case, there is no creditors committee, by (a} the
consent of each of the secured creditors; or {b) if the Administrator has made or intends to make a
distribution to preferential creditors (i) the consent of each of the secured creditors, and (i) a decision of
the preferential creditors in a decision procedure.

Although the unsecured creditors are not involved in fixing the basis of the Administrators’ remuneration,
rule 18.16(4) nevertheless requires that where the proposed basis of remuneration is by reference to the
time properly given by the Administrators and their staff in attending to matters arising in the
administration, the Administrators must, prior to the determination of the basis, deliver to the creditors
(a) a fees estimate and (b) details of the expenses which will be or are likely to be incurred.

CFL
Our remuneration basis has not yet been fixed.

We have incurred time costs and expenses in the period amounting to £1,204,223 and £50 respectively.
Upon review of the time incurred to date it is anticipated a sum of £136,407 will be written off,

In due course we will seek fee approval from the appropriate creditors. it is anticipated the
Administrators will propose remuneration be fixed on a time ¢ost basis with a fees estimate totalling
£4,193,558 for the pericd to 28 March 2021,

CTL
Our remuneration basis has not yet been fixed.

We have incurred time costs and expenses in the pericd amounting to £876,772 and £27 respectively.
Upon review of the time incurred to date it is anticipated a sum of £39,679 will be written off.

In due course we will seek fee approval from the appropriate crediters. It is anticipated the
Administrators will propose remuneration be fixed on a time cost basis with a fees estimate totalling
£1,323,133 for the period to 29 March 2021,

Further details about remuneration and expenses are provided in Appendix B to this report.

22



Commercial in confidence

10Future strategy

10.1 Future conduct of the administrations

We will continue to manage the affairs, business and property of the Companies in crder to achieve the
purpose of the administrations. This will include but not be limited to:

CFL

+ collection of the balance of RTC and cash lending books, as far as possible

+ investigating a sale of assets where appropriate

+ working with the company's supplier base to support operations

+ winding down and rationalising the businesses operations as appropriate to meet the needs of the
administration

+ payment of administration expenses, including our remuneration

+ distributing funds to the secured creditors

+ distributing funds to the preferential creditors
finalisation of the Company's tax affairs, including completion of corporation tax and VAT returns
and settlement of any post administration liabilities, and

+« complying with statutory and regulatory obligations.

CTL

+ continuing the businesses operations to support CFL and the collection of the RTC lending book as
far as possible

« investigating a sale of assets where appropriate

+« working with the company’s supplier base to support operations

« winding down and rationalising the businesses operations as appropriate to meet the needs of the
administration

« payment of administration expenses, including our remuneration

+« agreeing the claims of the unsecured creditors and payment a dividend, if future realisations make
this feasible

« paying a final distribution to the secured creditors

+ distributing funds to the preferential creditors

» finalisation of the Company’s tax affairs, including completion of corporation tax and VAT returns
and setllement of any post administration liabilities, and

» complying with statutory and regulatory obligations.

10.2 Extension of the administrations

The duration of an administration is restricted to 12 months from the date of commencement, unless itis
extended with the consent of the creditors, or by order of the court,

If it is identified that extensions are required, the Administrators will seek a resolution from the creditors
in our next progress report requesting an extension of up to 12 months.

10.3 Deemed approval

Decisions of the creditors are not required because, in accordance with paragraph 52(1) of Schedule B
to the Insolvency Act 1986, we are of the opinion that the Companies have insufficient property to
enable a distributions to be made to unsecured crediters, other than by vitue of section 176A of the
Insolvency Act 1886,
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The proposals contained in this statement will be deemed to have been approved by the creditors
unless, within eight business days of this statement being sent out, creditors whose debts amount to at
least 10% by value of the total debts of the Companies request that the Administrators seek a decision
from the creditors as to whether they approve the proposals.

10.4 Data protection

Any personal infoermation held by the Companies will continue to be processed for the purposes of the
administration of the Companies and in accordance with the requirements of data protection law. Cur
privacy notice on our website {(www grantthornton.co.uk/en/privacy) contains further details as to how
we may use, process and store personal data.

10.5 Future reporting

Our first progress reports will cover the 6 months from our appointments to 29 September 2020, to be
delivered to creditors within one month after that date.

10.6 Covid-19

This report has been produced during the Covid-19 restrictions. We have taken every reasonable step
to ensure that the information is accurate, but if anything is incorrect or incomplete, we will provide an
explanation and corrected information in the next progress report.
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Caversham Finance Limited - in administration
Joint Administrators’ receipts and payments account
from 30 March 2020 to 9 May 2020

Appendix A

Receipts Statement of Total (£)
Affairs (£)

Sales 3,578.70
Worldpay Receipts 13,255,113.91
Advances From Factors 558.37
Computer Hardware 952,108.00 0.00
Rental Assets 56,204,669.00 0.00
Investments 8,500,000.00 0.00
Stock 749,479.00 0.00
Book Debts 9,270,000.00 0.00
VAT Refund 9,064,500.00 0.00
Cash at Bank 8,225,571.00 6,893,222.95
(Other receivables 1,858,220.58
Misc Refunds 73,546.35
22,084,240.86

Payments
Purchases (1) 858,561.563
Professional Fees 5,225.00
Worldpay Charges 85,000.00
Postages 2,435.00
Net Wages 1,522,731.78
Other Payroll Deductions 153,284.84
Employee Expenses/Redundancy 4,805.42
Ransom Payments 110,545.83
Legal Fees (1) 2,340.00
Professional Fees 16,600.00
Stationery & Postage 548.36
Bank Charges 1,050.90
VAT on Purchases 187,315.34
2,950,444.00

Balance - 9 May 2020

19,133,796.86

Made up as follows

RBS Current Account
RBS - Worldpay Receipts
Santander Current Account

120,850.77
15,013,830.42
3.999,106.67

19,133,796.86




Caversham Trading Limited - in administration

Appendix A

Joint Administrators' receipts and payments account

from 30 March 2020 to 9 May 2020

Receipts

Computer Hardware
Stock

Cash at Bank

Misc Refunds

Payments

Purchases (1)

Rents

Vehicle Running Costs
Net Wages

Other Payroll Deductions
Ransom Payments
Stationery & Postage
Bank Charges

VAT on Purchases

Balance - 9 May 2020

Made up as follows

RBS Current Account
Santander Current Account

Statement of Total {£)
Affairs (£)

333.00 0.00
349,490.00 0.00
1,695,111.00 1.693,670.17
9.183.58

1,702,853.75

61,0161
303,224.00
11,500.00
644,918.36
48,227 41
15,000.00
636.76
0.40
71,757.77

1,156.280.89
546,572.86

480.058.22
66,514.64

546,572.86
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Commercial in confidence

C Statutory information

Company information
Company name L _ ___Caversham Finance Limited

Date of incorporation 24 December 1963 -

Company registration number 00785922

Former trading address and registered office 5 Hercules Way
Leavesden
Watford

WD25 7GS

Present registered office 4 Hardman Square
Spinningfields
Manchester
M3 3EB

Authorised share capital - 44,579,389
Issued share capital - 44,579,389 {Brighthouse Limited)
Directors and officers shareholding:

Brian Brodie NIL

Graeme NIL

Campbell

Stuart Deane NIL
_ LysaHardy NIL

lan Larkin NIL

Lars Mattsson o NIL

~ David Poole NIL

Administration information

Administration appointment The administration appointment granted in the
High Court of Justice Chancery Division Business

Appgintor . Order of the court
Date of appointment o 30 March 2020 o
Joint Administrators’ names Chris M Laverty
Trevor P O'Sullivan
Helen Dale
Joint Administrators’ address(es) 30 Finsbury Square, Londen, EC2A 1AG

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
administratien) _ )
The Company’'s net property is estimated to be

Purpose of thé administration

Estimated values of the net property and

prescribed part ©.£92 million. The prescribed part is capped at

e . ____ __ the statutory maximum of £600,000 _

Prescribed part distribution The Administrators intend to apply to court to
obtain an order that the prescribed part shall not
apply

Therefore, it is likely the Administrators will not
make a distribution to the unsecured creditors



Commercial in confidence

Functions In accordance with paragraph 100(2) of Schedule
B1 to the Insolvency Act 1986, the functions of
the administrators are to be exercised by any or

- - allofthem. o
Current administration expiry date 29 March 2021
Company information
Company name - Caversham Trading Limited
Date of incorpoeration L 17 March20t6
Company registration number . Ob3s6147 L
Former trading address and registered office 5 Hercules Way
Leavesden
Watford
WD25 7GS
Present registered office 4 Hardman Square
Spinningfields
Manchester
M3 3EB
Authorised share capital =~ . 18,500,000 (Caversham Finance Limited) __
Issued share capital 16,500,000
Directors and officers shareholding: .
Graeme NIL
. Campben ...

Administration information
Administration appointment The administration appointment granted in the
High Court of Justice Chancery Division Business

_ o a, 2044 of 2020

Appointor  orderofthecourt

Date of appeintment A0 March2020

Joint Administrators’ names Chris M Laverty
Andrew Charters
Sarah O'Tocle

Joint Administrators’ address(es} o 30 Finsbury Square, London, EC2A 1AG

Purpose of the administration 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)

Estimated values of the net property and The Company’s net property is estimated to be
prescribed part ¢.£1.9 million. The prescribed part is capped at
, . ._ the statutory maximum of £600000
Prescribed part distribution The Administrators do not intend to apply to court
to obtain an order that the prescribed part shall
Ll Ll L } Jnotapply L
Functions In accordance with paragraph 100(2) of Schedule

B1 to the Insclvency Act 1986, the functions of

the administrators are to be exercised by any or

all of them.
29March2021

@j@nt administration ex;;y date




Statement of Affairs

Statement as to affairs of Caversham Finance Limited

Cdm pany number 00785922

On the 30 March 2020,

Commercial in confidence

Appendix D

Statement of Truth

| believe that the facts stated in this statem_ent of the affairs are true

Fuli name Graeme James Campbell

Gt (nrrAN

Signed

Dated 6™ May 2020



A — Summary of Assets

Commercial in confidence

Assets

Assets subject to fixed charge:

Assets subject to floating charge:

Rental assets

Fixed assets - Computer hardware
Fixed assets - fixtures and fittings
Fixed assets - software

Fixed assets - Property leases

Investment in subsidiaries
Deferred tax asset

Stock

Amounts due from customers for cash loans agreements
Amounts due from customers for overdue RTO agreements
VAT debtor

Other trade and other receivables

Cash at bank

Uncharged assets

Estimated total assets available for preferential creditors

Signature gﬂ&”’ W

Book Estimated to
Value Realise
£ £
67,444 301 56,204,669
1,586,847 952,108
2,195,651 o}
9,055,076 0
6,490,995 0
19,660,000 8,500,000
9,849,675 0
2,997 916 749,479
8,300,281 8,800,000
711,000 470,000
18,129,000 9,064,500
7,983,931 o}
8,225,571 8,225 571
162,630,245 92,966,327

Date: 6" May 2020




A1 = Summary of Liabilities

Commercial in confidence

Estimated total assets available for preferential creditors
(carried from page A)

Liabilities
Preferential creditors:-

Estimated deficiency/surplus as regards preferential creditors

Estimated prescribed part of net property where applicable (to carry forward)

Estimated total assets available for floating charge holders

Debts secured by floating charges

Estimated deficiency/surplus of assets after floating charges

Estimated prescribed part of net property where applicable (brought down)

Total assets available to unsecured creditors

Unsecured non-preferential claims
{excluding any shortfall to floating charge holders)

Estimated deficiency/surplus as regards non-preferential creditors
(excluding any shortfall to floating charge holders)

Shortfall to fleating charge holders (brought down)

Estimated deficiency/surplus as regards creditors

Issued and called up capital

Estimated total deficiency/surplus as regards members

Signature fm‘" W

Date: 5" May 2020

Estimated to

Realise
£
92 966,327
£
£
(700,457)
£ | 92,265,870
£
£ | 92,265,870
£(164,769,813)
£ | (72,504,043)
£
£ | (72,504,043)
£(118,089,810)
(190,593,853}
£
| £
£ | (190,593,853)
| £{44,579,389)
(235,173,242)
£




#8'99.8 {sma1]) 417 uosqey vodd
09°€L69 /5 (KgBry) uosqoy yord
00°0058 1y (Agbny} uosqoy voaD
0L'TS8LT
00008 {13153240M0) P17 13)M0]) JBUED)
00°aT p1 @Inas Buueged s joued
000058 Aenbio] — 07 g Aeme|jen
79'9469 {uodyinos) p37 | |Inyyeaig
69'098¢ paywn saibojouyza) auuwonog
6v'osy (35 weay sBuy) ajom, puog
96'0¢08¢t Q17 S3DIAYIS ILSYM V4dIg
009015 {ybnoiogiesad) siemplg
£€0'Z8
£8°9¢C
00°910¢ aIemyos ejay
wommmNN ucwEwmm:m—Z IPNYIA LB plowy B HE|D plowly
00°090% Aqswinigy — sobuy
€7'986 P YBILIBAQ 341YspIofUIaH Ddv
0070055 (Buijwzjung) P11 WV dY
5$8°898 {DMN) SSINISNE Y3LYM NYITONY
£9°99¢7
00°ZL
09'8599¢ d 11 Spieppog Meyss|ppy
00°0000T P11 {uopuo)saainas Juawabeuep oy
00°004S P11 M6
lojipaid
Aq pray
3 uanth Aunales 3
Ajndaes | Aunoas Aue 1q8p
JO aInjep ajeq Jo s|ieja( Jojunowy JO)PaID JO aweN

‘ucissassod s Auedwiod ay)
ur &uado.d Joao 8y Jo uonuajal Buille|d sI0)pald pue sjusiusalbe sies |euolipuos Jo Buises| [91BYD 'SsBYDING-311Y JIPUN SICYPaID AUB AHJUSPI PUB SIOUPSLD (& SPNIDUI ISNW NOA 9JON

SHOLIIIHD ANVANOD

30UBPYUOI U [EI1DIBWILLI0T



SOUSPYUOD Ul [BIIDWILOT

0000619
60 0LET9¢
09'6TET
ST8lLEg
09’681
058'560¢¢
000004
9t'0E
54'95¢v8
000062
S2'89¢
9L 'POSEE
00'0082
0g'e6s9
00'000E
ETOTTT
00'00T¢
[ K% (433
00'008T
089sT1T
00'8¢e6
6V'E0LE
0000681
99'e98¢
00°006¢
E6'EBLE
00’00t
00°000¢
0011
06'£0¢
6ELELT
00'000S
05'898T

2DIAIDS UEWISPNQUIQ) [EDUEUIY

Auoyiny 1anpuc) [eiduEULY

P71 ueuadxy

P¥1 3N 3jesoan3

(32140 weybuiwuig) p17 siuawisaal) Auadold 0ing
(3L} pi1 N ewelsy

P¥7 xepinb3

P 8)IqeN aX|3

{(uop|iseg) awabeue Atadoud 503
pauwI dnoso Wa3

(uorAei(] 15ap) 716

P11 pueicas uelduiwog

{Panwi Mnaw) Buiyio|3 suoisuawiq

(3/S WeaeH) P17 uawabeuepy [enwes piaeq
(uay jueae} P17 Juawabeuepy |anwies plaeg
p11 2ydeibeleq

(uoiBuldoy) sa3e0sSY PooMYysSe(

P17 SW31SAS S52UISNg [[9MWO0.D

PaIIWIT SE|[IA BILAID

P11 3N sueynsuo?) sandwed 210D
aouabifjau) e1eq sISuNWWO D
1SIMPIOHIBARH — [EUOIEWIAIU| S131[|03
{ujcaun) ss=1jjo

(puabpug) SH3MOD

SSAUISNG PO

{Yuomuiey) p37 uopioD pioyld

PIT X3NO2 HHD
(wingaerg) sad uewdeys

(ueiquIm3) pi] 3993




SOUBPYUCD Ut [BIDIDWILIOY

68'£9Z5
08'L00E
oceey
66'6SE
S BEEPT
00'0088¢
00744811
rL1S
05°6811
LOECL
00'000s
0070001
BT'OLEVE
00'8£0¢€
otoL
66'050€T
0g'ty
L£2°87
O0r'951¢e
00°0056
T8'€089
TLLPT
00'a0re
S0°LL£98
09’86l
tO'veERT
9L°90LLT
8¥'0¢
000059
00°0521
00°Lvie
96'620¢t
00°000v

feg uAm|o] - uoldweH YIS LsqueT
pajwi] ABojouyal souosy

s1e0) poomsBury

P17 s19npouy Jandwo?) mcoi.ov.

PYT HAl Ao

joobey

7 3US p|3ysuey - ajjese] Bueq saugr
salleq |eyof

PH1 S 8N [

Pi1 UlBIUNGY uB]|

(uoiybrg) wawisanuj jesBaju)
(Jedpay) p11 samuado.d anjg obipu)
P11 suonnjog Isudinul QSH

py1 Bunayle awoH

swayshs djap

JIOA — p¥] OIURH
PalWI OiueH

{Aayndie) Juawsbeuey Apadolg oigeH

(uoune]) Juny 1o|Ae] Spe|sUBRID

P 1enBig ybiuaaig

{snoyialsed) pleqqls | Weyeis

pajwr puejas) ajboon

PI] UOREDIUNWIWOD § 2G0|D

(05 AemojjoH) 4711 Auusn

{uophous) uswabeue yessy asnoysse|n

pajwI] anua) ysnpy mobsen

dT13A3 plesaD
UOJB|PPI — PJe3H Jueig




FAUIPYUOD | [N

L9°TLT
£99991
98 vre
Te°L650T
ooy
00'5¢09
000008
t6'EPS88
60'89065
£8'99T1
00'CYTET
00'osve
Pe8es
007008
00'000¢€
EE'EBOL
09°951¢
00°000€
00°050¢
16'9%
00’8061
T0'E618S
L1994
LLBYELY
05°¢L1T
00°00s1
000056
00'£02
09'sLeL
L9°T91T1
ST6L0E
00°0059
60°LT996

(8uAy uomau) p17 sbulpjoH Hodmap

PRUWIT SISHO|4 SIFRYIN N

(2eBljapn) ddepy iy

(Q1S3%N) P aa1Lpuy

(9HDY) P11 221 1puiy

_uﬂ mco_um._wno pue|al] Hoso.oly

411 (IiN) 3102 ANY S504'S13IVHIIN
P31 343N

p1] auoz bunaapy

{3lepyooy) 218153 [E8Y |e1DUBUI0D YO
sarpadolg ybenyow

pio4a|Ise]) - $31eIST Nooiqazey

p11 Bugnsuod sbo xep

(ybtapise3) p1 sanLMDas ke

(199435 97 431584 D) 477 Juawasbeury |eLisnpul jodsey
papwi adoing Pdiepy

paywi 3N coauk

{3uno23y Q) P11 25e3|0INY X3

PIT UM jeba]

106ueg — uamQ 18637

INOWABA — uosey 33

(Asipna) pa1 I'e3RY d
(uordweyianjopn) pi] sernedolay g
AU129(3 uoydweH YIws Laque
{A3)s1ed) uordwer yiws Lsque
(O/H) uoidwe yiwg pagque




B0UBPNYUOS LI [BIDIBWLIOT

S8'GE
00'000¢
ELPICTY
AT
0o'o1CtE
86'99T4¢
00°000ZL
00'6etc
000056
085056
00'¥9561
0L'E8
8T'TL1E
60'6E
000541
05°5€EE
000009
50°'666
00°00SY
08'or
B6'TEQE
YA A
07'18L
00'0ZL
LI TY0V
06't9LET
00°005¢E
TE'E66ET
S4'£979
TTTTIT
000086
o6'evLsST
90°'06SS

07} SHIOMIBIBAN SHBIS YINOS
{(pusyInos) ||a1i0s

P17 #doing Auos

J1d 3e305

d77 831 YHWs
diyssaupied py] alepsiaw@ys
P11 (edouang) suonnjes Aldwis
syHWscoys

{1212x3) P31 OIN} SliAes
{usoouny} spaes

aj3seD 1 Jueyda(3 - s|jines

(a1 2Ay UOIMBN} ||2I31EIAN UDSIapUES
(0005.650€0) P¥1 dnous) e [efoy
{yP0uaa1D) p1] pleluEMOY

p11 Bunjnsuo? Aespui paeydiy
RINMIERTEN

{13e3H sBury) 5|4 s10153Au| 310157 [E3Y

(192Q 1auQ) P11 2edsyey

panwii ydiowAjod
MOJSILIBL} BAN — S31R120SSY WIRY(3d
PIT1 pomIaN Wilodhed

(easuems) x04 y2ureq

P11 (UopuoT) suCnEUNWWOY Jawo)sn) uobeied

p1 3uBisu| Jeogsadey
{faybiay) sajadold grd
(9HDY} v 1soding

{uoisjeq) pi7 wawabeuepy Apadoid uqiQ

sj2buy eaiyo




BOUBPYUOS Ul JEIDISWILIOT

0202 ABI 9 sled é \.\QN\\S aineubis
08'Cee PY1 AN SN8Z
vPLSTEB {(96puOgMOI]) d11 UeWHIOM
00°8£0S (A1) 4T ueunpom
91EL {25 uopBununH) 417 uewnpom
00'TETOT (uay USPBUUNH) dT1 ULUBUOM
00°0£08 (8QWI03s0g} - 417 UBUDPOAN
L1'9CI¢ (WeYualay D) UBLOM
0s'ee
00°00st 193NV 15) P11 34RIIIM,
06'SCEE P31 3N RSym
00°00g9 pawI Auagiarep
81°¢¢T (P¥7 131/ S3LI|IIN PANUN) SN J3jep
TE'BOT . (1ua1) UIBABS) SN|4 JB}EM,
6l'¢Te (59)ey)} |12unos ybrnolog uoibulLepy,
or'evT
456500 p11 sButpjoy [eqol abesazion
000S¢Zy {aquiodim yBiH) SyuIdpel) SnUSA
00021 leg yampues zisransddn
00°8¢S {PIOJIELIS) PAT 150U JUSLIISBAL| Xauf]
089169 P Y24e9% 3y
SY'9ET9 U] Ol |
00°06909 paywii ogi]
¥9°r9LS P17 sewedwoy dnousy inNgr ayL
00'00s¢E (8upary} dysiaupieq Auadoig weyieyd sy
CT'SBTL (0S piojpeig) awabeuep 1assy Auadolg wapue]
000001 (LN3Y piojpesg) uswabeuepy 1essy Auadold uapue|
0T'161
02'9465 (ameysuayiAp) pi] sIuaWdol3AR( UBMPOR 1S




0zoz fep 49 sleg é \5% anjeublg

JojensuILpY
auy a1 paninaid
ud9eq sey sI0)Ipaio
00°45t'00L $10)IP2J0 2Je UM SS9A0IdWS | /g 4O |10} BY) SI SIYL sakojdwe J0 151
3
3 uanlb aakojdwa 199p (apodysod yym)
Aundas jo anjep | Munoas ajeq Aa play RAunaes Aue jo speiaq | 4o Junowy ssappy |  oeohojdws jo eweN

[zG 181Ny Japun pajsanbal ag AEW: INq
sjesodoid 5.0)JENSIUILIPE SY) Y1IM SIONPSI2 0) PRJEINIIID JOU SI IS!| SIY} ‘UoelSIUIWPE U "seiuedwo?) Jo JensiBay auy) Yiim pajy SIUaWINI0P 8y) We)) Rajile ag 1snw sjnpayss siyl 9)oN]

$33A071dW3 40 31NA3IHOS

SIUSPYUOD Ul [BIDIBLUOT)



0Z0Z ABIN 4,9 31eQ ainjeudig
é - és%

68E'6.5'Y ) B8E'6.S Py Keuipao BBE'6/S' VP | SOLGZAM 'PIOPBA ‘USPSBARST ‘ABAA SBIN2ISH G Py esnoHiyBug
3
p1ay
saJjeys
3 3 dn pajjes play saleys P2y | 10 Juncwy (spodysod ypm) lapjoyareys
dn pajies seJeys junowe |ejat | sseys 1od JUnowy jodoquinN | saieysjo adhl | (euiwop ssalppy J0 aweN

SH3IATOHAYVHS 40 3TINAFHIS

85U3PYUOCD Ul |BIDIBWILI0D



020Z AeW 49 eled é \x% aineubis

LG'G/9'62.'L3

1012SIUIWIPY 0} PaPIACIA IS1| PaJIEIS(]

SIBWOISND /89'9Z | Al|BI0} ‘SWIBD 2NNy Joj S|qEI| UIELWSY
g AjIeyo o) SpuUny ayj pajeucp pue Way JIe02 0} geun
L2ag SABL| am UDIym SISLICLSND JU0JSIY J0 saiige) Juabunuon

SIBWQISNY
00'S89'0LFF | Jolensiunupy 0] papirosd is)| pajielag 87’ Buy[eI0} SUIUOW Z| JSAD S8Nss) sanbayd JaWo)sny
SJ2UOISND
L8'062'2263 | Jolensiuwpy o) papinoud 1s)| pajieleg SE8'S Bullelo) (Sjuiedwon JUaLND} o SIGYPSIY JBWOISND

3 uanlb 3
fjunaas funses Joupaia Aq pjay 198p {spodisod ypm) juewie|3 Jo
j0 anjep sjeq | Munoes Aue jo spejeq 10 JUnowy SSAIPPY 10IPai3 J0 SWEN

[z5"L8iny Japun paysanbai aq Aew nq sjesodold s ojesisiutpe

BY} YlMm SI0JtPad 0} PajeINLD Jou SI)s)) S1Y) ‘uonensiujwpe U] 'saiueduwion jo Jensifiay ay) yyism pajy SIUSWNS0P 34} WO PORIWO 3¢ }SNW 3[NPayos SIY) :2)oN]

SOUIPYUCT Ul [BIDIDLULLIDT)

FTINAIHOS HOLIOIAD YIWNSNOD




Statement of Affairs

Statement as to affairs of Caversham Trading Limited

Company number 05396147

On the 30 March 2020,

Coemmercial in confidence

Appendix D

Statement of Truth

| believe that the facts stated in this statement of the affairs are true

Full name Graeme James Campbell

7 VN
Signed

Dated 6" May 2020



A — Summary of Assets

Commercial in confidence

Assets

Assets subject to fixed charge:

Assets subject to floating charge:

Fixed assets — software
Fixed assets - Computer hardware
Fixed assets - fixtures and fittings

Fixed assets - Property leases

Deferred tax asset
Stack
Prepayments and other debtors

Intercompany debtors

Cash at Bank

Uncharged assets

Estimated total assets available for preferential creditors

Bt (rr AN

Signature

Date; 6% May 2020

Book Estimated to
Value Realise
£ £
0 0
6,452 0
834 333
1,045,036 0
11,894,052 0
5,048,340 0
873,724 349,490
740,819 0
36,189,942 0
1,695,111 1,695,111
0 0
57,494,309 2,044,934




A1 - Summary of Liabilities

Commercial in confidence

Estimated total assets available for preferential creditors
{carried from page A)

Liabilities

Preferential creditors:-

Estimated deficiency/surplus as regards preferential creditors

Estimated prescribed part of net property where applicable {to carry forward)

Estimated total assets available for floating charge holders

Debts secured by floating charges

Estimated deficiency/surplus of assets after floating charges

Estimated prescribed part of net property where applicable (brought down})

Total assets available to unsecured creditors

Unsecured non-preferential claims
(excluding any shortfall to floating charge holders)

Estimated deficiency/surplus as regards non-preferential creditors
{excluding any shortfall to floating charge holders)

Shortfall to floating charge holders {brought down}

Estimated deficiency/surplus as regards creditors

Issued and called up capitat

Estimated total deficiency/surplus as regards members

gﬂ&v (M’V\/\

Signature Date 6'" May 2020

Estimated to
Realise
£
2,044,934
£
£
{57.693)
£ 1,987,242
£
£ | 1,887,242
£
(134,719,913) )
£ | (132,732,671)
£
£ | (132,732,671)
£
(23,868,068}
{156,600,740)
£
E
£ | (156,600,740)
| £(16,500,000)
{173,100,740)
£
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Appendix E

Considerations in relation to the existing client relationship

The Firm has had a client relationship with Caversham Finance Limited (CFL) since 2013. The Firm has
not provided any prior services to Caversham Trading Limited (CTL). Our relationship involved

= Business Risk Services
=« Regulatory compliance/advisory instructions

The Business Risk Services commenced in 2013 and the Firm continued to provide this service until
shortly before the appointment of the Joint Administrators. Our first Business Risk Services engagement
letter was dated 28 October 2013 and the second was issued on 27 September 20138.

The ad-hoc advisory instructions were undertaken by the Financial Services regulatory team. This work
was undertaken pursuant to 9 letters of engagement over a period from February 2015 to August 2019

We do not consider that any of the business risk services or the regulatory advice would impact our
independence and impartiality in accepting an insolvency appointment.

Where there is a threat to any of the fundamental principles, Integrity, Objectivity, Professional
Competence, Confidentiality and Professional Behaviour, Insolvency Practitioners are required to
identify any safeguards that are available to offset them to an acceptable level. If this is not possible
then they should not accept the appeointment

We did not identify any issues that could call into question our Professional Competence, threaten
Confidentiality or our Professional Behaviour. Therefore, we focused our consideraticn on matters that
may affect our integrity and objectivity.

The threats identified that might affect cur integrity or objectivity fall into the following main headings:
+«  Self interest
+  Self-review and management
s  Advocacy
+  Familiarity
+ Intimidaticn

Self interest

We did not identify any financial or other interests that could pose a threat to our objectivity or
independence regarding our potential role advising the Board when considering its restructuring options.
Furthermore, we did not consider that our previcus roles would pose a threat to our objectivity or
independence acting as Insolvency Practitioners to CFL and CTL as all our activities and remuneration
as administrators would be reported to, and approved by, the creditors.

Self-Review
As noted above, the Firm had been engaged to provide business risk and ad-hoc regulatory services.

We comment further below under the heading Familiarity.

We have reviewed the details surrounding the business risk and regulatory compliance services that the
Firm provided to CFL and have concluded that they are in the nature of assurance and regulatory
compliance/advisory, therefore, we do not consider that the provision of these services pose a threat to
our objectivity as we do not see that our role as administrators of CFL and CTL would require a review
of the work. In the event this was required, we would caonsider appointing conflict Administrators or

adopting other forms of mitigation.

We also considered that any advice we gave to CFL on its restructuring options and contingency
planning wouid be helpful in informing our potential role as Insolvency Practitioners in that it would lead
to a planned and seamless entry into administration, which would result in a more effective insolvency
process for the benefit of creditors generally.
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Advocacy

The Firm has rigorous pracesses in place to identify any relationships that it may have had with a
prospective client. We have not identified any roles that the Firm may have taken with regard to being
an advocate for or against CFL or other group companies. Therefore, we did not foresee any issues that
could impact our independence or objectivity to act as administfators.

Familiarity

It is acknowiedged that our work providing business risk and regulatory compliance services means that
there is a working relationship with CFL dating back to 2013. This includes familiarity with certain
internal processes, functions and people. We do not consider that this of itself would pose a threat to
our objectivity or independence as administrators of CFL and CTL. This is primarily because we do not
see that, we would be asked to consider or review our work. Nor do we see that it would be prejudicial
to any officer conduct report we are obliged to complete.

In addition, the insclvency work is resourced from a team completely independent of the business risk
and regulatory compliance service teams with no sharing of resources or information between the
respective teams.

Intimidation

From our internal review of relationship checks and discussion with the engagement teams providing
the services set out above we have not identified any pressure being applied by CFL to any of the
Firm's teams working for it. We have not identified any threats of litigation against the Firm arising out of
our work and we have not been made aware of any potential complaints arising from cur work.

Significant Professtonal Relationship

When considering whether we might have Significant Professional Relationship with CFL and CTL we
referred to the Financial Reporting Council's {FRC) ethical standards, which contain a definition of “audit
related services”. Paragraph 79 of the IPA Ethics Code for Members provides that where the Firm has
carried out audit related services within the previous three years then a Significant Professional
Relationship will arise. In this case, an Insolvency Practitioner should conclude that it is not appropriate
to take the insolvency appeintment. The Ethics Code does not define the term “audit” however, the FRC
ethical standards defines (in the definitions) an “Audit Engagement as follows:

“Audit engagerent — An engagement o perform an audit in accordance with the ISAs (UK} and, where
applicable, relevant legislation. it includes statutory audit performed pursuant to the EU Audit Directive
and Regulation or otherwise designated by national law as a statutory audit’.

We set out below an extract from the FRC ethical standards, which contains a definition of audit related
services:
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Audit Related Services

540  Audt related services are those non-audrt services specified i thes Ethica!
Standard that are largety camed ot by members of the pudd engagement
team, and where the work invotved 15 closely related to the work performed in
the audit and the threats to auditor independence are clearty insignificant and,
as a consequence, saleguards need not be applied. Howevar, such services
provided to publc imerest eniites, other than those required by Unon or
natonal legisiation, are sbll subject to the 70% cap (see paragraphs 4 34R
and 4 35R of Section 4 of Pant B of thes Ethical Standard) and sbil require
approval by the sudit commitiee.

541 Audtt related services are
. Reporting required by law of reguiation to be provided by the auditor,
. Reviews of intenm financial informaton;

. Repoiting on reguiatory retums;
» Reporung 10 8 reguiaton on chent assets

s Repoiting on govermenent grants;

. Repofting on itermal fnancial controls when required by law or
reguiation;

. Extended eudi work that is suthonsed by those charged with
govemance performed on fingncial information® and/or financial
controls where this work s mtegrated with the audt work and s
performed on the same pnncipal tarms and condtons

We do not provide the audit report in the statutory accounts of CFL or any member of the wider group.
These services were provided by EY. Notwithstanding that, we are not statutory auditors, we obtained
the scopes and copies of the outputs from the teams that provided the business risk and regulatory
compliance services to CFL to understand if the nature of their work was similar to any of the definitions
set out in the FRC definition of audit related services . We concluded that our work did not constitute
audit related services as defined by the FRC.

Based on all the evidence we concluded that the services provided to CFL and CTL did not constitute
audit related services and therefore we did not have a significant professional relationship as defined by
the FRC ethical standards.

Conclusion

We do not consider that we have a conflict in relation to being appointed as administrators of CFL and
CTL.

The key risk is whether past services provided by the Firm would create a conflict or a perceived
conflict. Our view, set out above, is that the work completed by our regulatory and business risk teams
does not create an actual or perceived conflict, as this is primarily concerned with a review of controls
and processes and any Insolvency Practitioner would not seek to rely on this work, so no conflict exists.

We note that our Regulator (Insclvency Practitioners Association {IPA)) has in the past asked us to
consider perceived conflicts. Cur view, which has been documented, is that based on the work
undertaken by the Firm there are no circumstances in respect of CFL and CTL that a fair minded and
informed observer would perceive there to be a conflict issue, which would preclude our appointment.

Safeguards

Following our appointment as administrators of CFL and CTL we will continue to monitor the potential
for a conflict, either real or perceived, to arise in the future. To facilitate the monitoring of conflicts we will
instruct the engagement team to report on their activities on a monthly basis to an Independent
Insolvency Practitioner from within the Firm who will then assess whether any additional safeguards are
necessary. These safeguards could include the appointment of a conflicts administrator to deal with any
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issues identified — this is a well-recognised approach to safeguard against conflict issues in insolvency
appointments.



Commercial in confidence

F Notice about this report

This report has been prepared by Chris M Laverty, the Administrator of the Companies — in
administration, solely to comply with the Administrators’ statutery duty to report to creditors under the
Insolvency (England and Wales) Rules 2016 on the progress of the administrations, and for no other
purpose. It is not suitable to be relied upon by any other person, or for any other purposes, or in any
other context.

This report has not been prepared in contemplation of it being used, and is not suitable to be used, to
inform any investment decision in relation to the debt of or any financial interest in the Companies.

Any estimated outcomes for creditors included in this report are illustrative only and cannot be relied
upon as guidance as to the actual outcomes for creditors.

Any persons choosing to rely on this report for any purpose or in any context other than under the
Insolvency (England and Wales) Rules 2016 do so at their own risk. To the fullest extent permitted by
law, the Administrators do not assume any liability in respect of this report to any such person.

Please note that we are all autherised by the Insolvency Practitioners Association to act as insclvency
practitioners.

The Administrators are bound by the Insolvency Code of Ethics.

The Administrators act as agents for the Companies and contract without personal liability. The
appointment of the Administrators is personal to them and to the fullest extent permitted by law, Grant
Thornton UK LLP does not assume any responsibility and will not accept any liability te any person in
respect of this report or the conduct of the administrations.

Please note you should read this pregress report in conjunction with the Administrators’ previous
progress reports and proposals issued to the Company’s creditors, which can be found on the Grant
Thornton portal. Unless stated otherwise, all amounts in this statement of proposals and appendices are
stated net of VAT. For definitions of abbreviations please refer to the 'Definitions’ table at the start of this
progress report,
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Disclaimer

This report has been prepared by the Administrators of the Companies, solely to comply with the
statutery duty under rule 3.35 of the the Insolvency (England and Wales) Rules 2016 to report to
creditors on the Administrators statement of proposals, and for no other purpose. it is not suitable to be
relied upon by any other person, or for any other purpose, or in any other context.

This report has been prepared in contemplation of it being used, and is not suitable to be used, to inform
any investment decision in refation to the debt of or any financial interest in the Companies.

Any estimated outcome for creditors included in this report is illustrative only and cannot be relied upon
as guidance as to the actual outcome for creditors. Any person that chooses to rely on this report for
any purpose or in any context other than the aforementioned rule does so at their own risk. To the
fullest extent permitted by law the Administrators do not assume any responsibility and will not accept
any liability in respect to this report.
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