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Form F2.18
The Insolvency Act 1986
Notice of deemed approval of proposals
Name of Company Company number
Norfelk Spring Limited / 694351
In the Court case number
High Court of Justice, Chancery Division, 5902 of 2016
Companies Court
We (a) Daniel Francis Butters Richard Michael Hawes Paul James Meadows
Deloitte LLP Deloitte LLP Deloitte LLP
1 City Square § Callaghan Square Four Brindleyplace
Leeds Cardiff Birmingham
West Yorkshire CF10 5BT B1 2HZ
LS1 2AL

having been appointed administrators of (b) Norfolk Spring Limited

on (¢} 20 September, 2016
by (d) Court
hereby give notice that

having made a statement under paragraph 52(1) of Schedule B1 and no meeting having been
requisitioned under paragraph 52(2), of that Schedule,

the proposals sent by me on {e) 3 October 2016

were deemed to have been appreved on (e) 13 October 2016

Signed
ministrators

/3 OCeBM— 20 1%

Dated

Presenter's details-

You do not have to give any contact Alcides Parreira

information in the box opposite but If Deloitte LLP

you do, it will help Companies House to Four Bnindleyplace

contact you If there 1s a query on the Birmingham

form . B12HZ

The contact information that you give Tel +44 121 695 5761

will be visible to searchers of the public DX Number

record

When completed and signed please send it to the
Registrar of Companies at -

Companies House receipt date barcede  Companies House, Crown Way, Cardiff CF14 3UZ DX 33050 Cardiff
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Software Supplied by Turnkey Computer Technology Limited, Glasgow, Scotland
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Executive Summary

A copy of the SIP 16
letter (giving
background to the sale
of the Companies
business and assets) is
available on the website:
www.deloitte.com/uk/berna
rdmatthews

Secured creditors will
not be repaid in full.

The Prescribed Part will
be at its maximum level
of £0.6m in BML.

Purpose of the
administrations

The purpose of the administrations will be to achieve a better result for the Companies’ creditors as a
whole than hquidations

Pre-pack

The business and assets were sold (“the Sale”) on 20 September 2016 to two purchasers Amber
Residential Developments Lid (who has now become Bernard Matthews Foods Ltd after purchasing the
trading name) and Amber Real Estate Investments (Industnal} Ltd (“the Purchasers”) as detailed in our
SIP 16 Statement dated 22 September 2016 which I1s available on the website set up for the Companies
at www deloitte com/uk/bernardmatthews

Administrators’
strategy

The Companies ceased trading on 20 September 2016 following the Sale

A total of £87 5m has been realised following the Sale

The strategy undertaken has transferred the employees to BML avoiding redundancy claims i the
admimistration and maintaining jobs

We envisage a maximum Prescrnibed Part in BML of £0 6m

Enhanced returns to the secured creditors and the resultant reduction in secured crediter claims in all
Companies under the cross guarantees

Initial meeting
of creditors

As there 1s no prospect of any funds being returned to unsecured creditors (other than by way of the
Prescribed Part}, we will not be convening a creditors’ meeting, unless required to do so Please refer to
Page 12 for further details

Estimated
timescale

On current information the duration of the administrations are not likely to exceed 12 months following
which it 1s anticipated that the Companies will most likely be moved to dissolution

Fees estimate

We intend to seek approval to fix the basis of our fees as a set fee of £790k across the Companies (of
which £40k 1s assumed to be the element attnbutable to the Prescribed Part for the agreement and
payment of claims) Further details of the fee spiit between each company 1s provided on page 15

We have provided an outhine of the work we propose to undertake and our anticipated costs at page 26

Estimated
outcomes

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

+ Secured creditors — The secured creditors will not be repard in full

» Preferental creditors — Preferential claims will be minimal and relate to employees who had left
prior to the Joint Administrators appointment, these claims will be paid in full

* Unsecured creditors — There will be a distnbution for unsecured creditors via the Prescribed Part in
BML (the man trading company) No other Companies will have any distnibution to unsecured
creditors (and there are a imited number of external creditors in those companies)

Proposals

Our proposals for managing the business and affairs of the Companies can be found on page 11
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Background
The Company/Group
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Background business

Bernard Matthews 1s the leading supplier of turkeys and
turkey products in the UK, with operations also based in
Hungary The business Is a fully vertically integrated
business with activities from rearing birds to production
and sales to retallers The business operated in the UK
from 95 farms across Norfolk, Suffolk and Lincolnshire

The UK group was made up solely of English companies,
the majonty are either dormant or non-trading The trading
entity of the UK Group was Bernard Matthews Ltd

Employees

As at 20 September 2016, the Group employed ¢ 1,800
staff, and utihlsed more than 200 agency staff These
were split between BML ¢ 325 and BMF ¢ 1,475 All
employees were transferred to the Purchaser

L. UK non-trading or holding company
Bl uk trading / active company

Bl Netherlands holding company

. Hunganan company

Summansed group structure chart

A summarised Group structure chart at the date of our
appointment is set out above
Entity descriptions

BML was the main trading company of the Group, and
owned all Group’s assets, other than the majonty of the
real estate, which was owned by TTL, a direct subsidiary
of BML

The majonty of the companies are dormant or non-trading

A summary of the directors for each company at the date
of the Administrators’ appointment 1s on page 22
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Background

Administrators’
appointment

The background is
summarised herein but
Is more fully set out in
the SIP 16 letter
available on the
website
www.delgitte.com/uk/berna
rdmatthews
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Circumstances giving rise to the appointment of the
Administrators

Reasons for fallure & financial distress

In the year to 30 June 2016, the UK Group suffered losses
of £27m, caused largely by the declimng commodity price
for dark meat This led to quidity strains on the business
which were compounded by reductions / wathdrawal in
credit insurance limits

Accordingly, the directors sought to develop a
restructuring plan (“RP") with the support of the Group's
major shareholder (Rutland Capital Partners LLP and
associated funds, “Rutland”) and lenders (Wells Fargo
Capital Finance (UK) Lid ("Wells"y and PNC Financial
Services UK Ltd (‘PNC") (together “the Lenders™))

Steps taken to remedy / turnaround

In tandem with the development of the RP, dunng late
June and July 2016, discussions were held with ¢ 40
parties regarding the sale of the Group During this
process, led by PriceWaterhouseCoopers LLP ("PwC™),
two offers were received, neither of which was capable of
progression given they both required a write off of the
majority of the second ranking secured debt

At the end of July 2018, the Group informed the interested
parties that given no acceptable offers had been received,
it would be progressing its RP, which assumed that the
business would be streamlined through a combination of
outsourcing, consohdation and the sale of certain assets

However, whilst discussions around the funding of the RP
were progressing, an offer was received from the
Purchaser for a business and assets acqursition delivered
via a pre-packaged insolvency process Given the level of
the offer and its relative low nisk when compared to the
RP, this interest was progressed to establish its
deliverability On Friday 26 August 2016 the Group's
board agreed to pursue this offer to completion Deloitte
was then engaged on 29 August 2016 to assist it In
pursuing this offer, and to further explore any alternative
interest in the business

When decision to appoint was made

Once the offer had been developed into a transaction
capable of being completed {(ie imited diigence
performed and legal documents agreed), the directors
applied for the adminstration of the Companies with the
High Court, and the Administrators were appointed on the
20 September 2016

Involvement of Deloitte pre-appomntment

Deloitte was initially engaged by the Lenders and the
Group in February 2013 to monitor the Group's short term
cash flow forecast This work ended when Rutland
invested £25m into the Group in September 2013

In May 2016, given the increasing iquidity pressures the
Group was experiencing, the Lenders re-approached
Deloitte This resulted in Deloitte being engaged by the
Lenders and the Group on 16 June 2016 to advise the
Lenders in relation to the Compantes’ financial position
(including monitoring the cash positon and PwC sales
process) and optiens available to them (including
developing a contingency plan for a potential insolvency)

As noted across, a separate engagement to pursue the
Purchaser’s offer and any other interest in the business
was agreed on 29 August 2016

Pre-packaged sale

Following the Administrators’ appointment on 20
September 2016, the Companies’ business and assets
were sold to Amber Residential Developments Lid, since
renamed Bernard Matthews Foods Ltd and Amber Real
Estates Investments (Industrial) Ltd Further details
regarding the sale process are detailed in our SIP 16
Statement which 1s available on the website
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@ Post-appointment

Purpose

Administrators’ strategy
Administrators’ proposals
Outcome for creditors

Extensions & exit routes
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Post-appointment
Purpose

®
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Appointment of the Administrators Purpose of the administrations
The Companies have significant levels of borrowing

Daniel Francis Butters, Richard Michael Hawes and Paul (secured debt) which would need to be restructured in
James Meadows, of Deloitte were appointed order to rescue the business as a going concern which
Administrators of the Compamies (other than BMGE) by was not possible

the High Court on 20 September 2016, following an Accordingly, the purpose of the administrations was to
application by the Companies’ directors achieve a better result for creditors as a whole than would
For BMGE, the Administrators were appointed by Alan be obtained through an immedsate iquidation of the
Jamteson, director, of Great Witchingham Hall, Great Companies The Sale has achieved this given
Witchingham, Norwich, Norfolk NR9 5QD (acting on + The preservation of employment in BML avoiding
authornity of the BMGE's board of directors) on 20 employee redundancy claims

September 20186, following the filing of a Notice of

Appointment of Adninistrators by BMGE'’s directors * The Prescrbed Part being maximised in BML at £0 6m

+ The enhanced returns to the secured creditors and the
resultant reduction in secured creditor claims m all

Companies under the cross guarantees

Paragraph 71 application

Simultaneous with the appointment process, the
Administrators applied for, and were granted, an order
under paragraph 71 of Schedule B1 of the Insolvency Act
1986 allowing the Sale to complete and the Companies’
assets to be sold free of fixed charge security

@ @ @6»05 Delovtte LLP | BMHL Realisat:ons 2016 Ltd {formerly Bemard Matthews Holdings Ltd) BML Realisations 2016 Lid (fermerly Bernard Matthews Ltd) BMF Realsatons 2016 Lid {formerly Bemard Matthews Foods Lid) BMGE
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Post-appointment

Administrators’
strategy

How the affairs and business of the Companies have
been managed and financed since appointment, and
the Administrators’ intended strategy if their
proposals are approved

Sale of business and asset realisations

As detalled in our letter of 22 September 2016 the
business and assets of the Compantes were sold on 20
September 2016 Other than proceeds from the Sale and
cash held in the Companies' bank accounts at
administration, we are not aware of any other assets of
the Companies which can be realised

The details of the sale are confidential, however, we have
shown the consideration received in the receipts and
payments account on page 25

We are working to agree creditors’ claims and to complete
our obhgations under the sale agreement with the
Purchasers

+ BML sold all its assets, being the UK business,
property, plant and machinery, motor vehicles, stock,
debtors, intellectual property, licenses and its shares in
Holton Renewahle Power (40% interest) and Bernard
Matthews BV (Hungaran entities)

« TTL sold all its assets comprising real estate assets,
being 48 freehold farms and factories

+ MTL sold all its assets comprising its 1% shareholding
in the Hunganan entities owned

« BMFL sold all its assets comprising operating licenses
(eg environmental permits for each farm) held in its
name

« BMHL was a party to the sale contract in order to
release intercompany debts due to it by Bernard
Matthews BV

+ Lincs granted the Purchasers a license to occupy its 15
leasehold properties used in the business

« BMGEL surrendered its interests in leases in relation to
the green energy Income streams

Excluded assets

+ All third party assets, including finance lease assets
and stock subject to valid retention of title clams

» Any cash held in the Companies’ accounts We are
currently seeking confirmation of any amounts held in
the pre appointment accounts

+ The proceeds of any insurance claims other than in
relation to the properties sold, and

+ Tax losses and reclaims (these are not expected to
realise any value in the administrations)

Further work

Under the terms of the Sale agreement a licence to
occupy 15 Lincs properties and 11 BML properties has
been granted by the Administrators, the licence has been
granted for 5 months in order for the Purchasers to assign
the leases To date funds of £180k have been recewed for
the first month of the licence

Under the terms of the Sale agreement the Administrators
agreed to help facilitate the Purchasers’ payroll for up to 4
weeks post completion To date funds of £957k have been
received and paid out for this purpose

Receipts and payment account

A receipts and payments account for each company
detailling asset realisations achieved and costs paid up to
30 September 2016 1s provided on page 25
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Post-appointment
Administrators’
proposals

®
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The Administrators’ proposals

Qur proposals for the administrations include

continuing to manage the affairs and any remaining
assets of the Companies and the settlement of all
admimstration expenses,

assessing the affairs of the Companies and reviewing
and reporting on the conduct of its directors and, where
required, providing assistance {o any regulatory
authorities with any investigation into the affairs of the
Companies or its management,

continuing with enquines into the conduct of the
directors of the Companies and continuing to assist any
regulatory authonties with any investigation into the
affairs of the Companies,

agreement of the ctaims of any secured, preferential
and unsecured creditors against the Companies unless
we conclude, in our reasonable opinion, that the
Companies will have no assets avallable for
distribution,

distnbuting funds to any secured and preferential
creditors and, where applicable, to unsecured creditors
under the Prescribed Part as and when their clams are
agreed and funds permit, and to make distnibutions to
unsecured creditors, other than out of the Prescribed
Part, If the court gives permission following an
appropriate application, and

that, following the realisation of assets and resolution of
all matters in the admirustration, and as quickly and
efficiently as 1s reasonably practicable, we will
implement the most appropriate exit route to formally
conclude the administrations, this may include moving
the Companies to dissolution or placing the Companies
into compulsory hquidation

The Administrators’ proposals continued

We will seek specific approval from the secured (and any
preferential creditors) to fix the basis of and the ability to
draw our remuneration and expenses, including pre
administration costs and expenses, and for BMGE, to
agree the time of our discharge on conclusion of the
administration

For the Companies other than BMGE, as the
Admenistrators were appointed by the Court, an application
for the Administrators discharge will be made to the Court
on conclusion of the administrations

Please refer to Appendix E on page 28 for further details
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Post-appointment
QOutcome for creditors

Claims process

Unsecured creditors are
invited to submit their
claims to us by
completing a proof of
debt form which is
available on the
administration website
and which should be
sent to the address on
page 1, marked for the
attention of Alcides
Parreira

Estimated outcome for creditors

Secured creditors

According to company records the Group had
secured debt as at the date of our appointments
totalling £108 6m, comprising, in the following order
of prnonty of distributions 1n the administrations

First secured £46 6m owing to Wells and PNC,
who benefit from first ranking secunty Of this,
£10 3m was guaranteed (see below),

Second secured £43 6m owing to Rutland Fund
II LLP, Rutland Il CCLP (together with Rutland
Capital Partners LLP, “Rutland”) and Alan
Jamieson, who benefit from second ranking
security (recovenes under the second lien are
capped at £50m),

Third secured Rutland and three relatives {“the
Family”) of Mr Bernard Matthews (deceased) In
relation to any calls made under the £10 3m of
guarantees provided to the Lenders, plus £0 9m
of accrued mterest, and

Fourth secured £17 5m for the Bernard
Matthews Pension Scheme (“the Pension
Scheme™), who benefit from fourth ranking
secunty

The secunty 1s supported by fixed and floating
charge debentures granted by BML and cross
guaranteed by all the Companies

Based on currently available information, we expect

1
2

4

First secured have been repaid in full (£46 6m),

Second secured to be repaid £39m of which
£34m has been distributed to date,

Third secured the guarantees have not been
called but no distnbution will be made in relation
to the £0 9m of accrued interest, and

Fourth secured no repayment will be made

Preferential creditors

Preferential creditors consist of amounts owed to employees for
arrears of wages, holiday pay and pension contrnbutions

All employees were transferred to the Purchasers who agreed to pay
certain pre administration employee habilities

The only employee clams expected are related to monies owed to
employees who had already left the Companies prior to the
administrations, these claims are expected to be no more than £30k
and will be paid in full

Unsecured creditors and Prescribed Part

Based on initial information provided to date by the Directors BML
has ¢ 900 trade creditors owed approximately £24m (the estimated
balance sheet implies this may increase by £15m in due course) In
addition to which BML had intercompany liabilities of £59m, and a
pension scheme liability in excess of £20m

We anticipate the only distributions to unsecured creditors will be
under the Prescrnbed Part in BML

The Prescribed Part 1s an amount set aside for unsecured creditors
from asset realisations that would otherwise be paid to secured
creditors under their floating charge, (referred to as the net property),
as set out under section 176A of the Act It applies only where the
charge was created on or after 15 September 2003

The Prescribed Part 1s calculated as a % of the net property and I1s
subject to a statutory maximum of £600k per company

Based on current information, we anticipate BML will have net
property In excess of £2 985m, and as such the maximum
Prescnbed Part of £600k will be available for distnbution to
unsecured creditors, after deduction of the associated costs, which
chiefly comprise our costs for agreeing credrtors’ claims and
distributing the funds Currently estimated to be ¢ £40k Given the
potential quantum of the Pension Scheme clam (estimated at

¢ £55m at December 2013), the dividend rate 1s likely to be less than
1pinthe £

We do not expect to make an application to court to dis-apply the
Prescribed Part, on the grounds the costs of making the distribution
are disproportionate to the benefits to creditors
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Post-appointment
Extensions & exit
routes
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Exit routes
In accordance with the provisions of the Act, all

administrations automatically come to an end after one year,

Discharge of Administrators’ liability

Pursuant to paragraph 98 of Schedule B1 of the Act, the
Administrators’ discharge of iability in respect of their

unless an extension 1s granted by the court or with consent of actions as administrators takes effect at the specific ime

the creditors

There are several possible exit routes from administration
Based on current information, we consider the following exit
routes may bhe appropnate

+ Dissolution — If there 1s no further property which might
permit a distribution to the Companies creditors, we may
file notice to that effect with the Registrar of Companies
and the Companies will be dissolved three months later

+  Compulsory Liquidation ("WUC”) — where there 1s a
possibility, but no certainty, of recoveries being made or
matters such as property to disclaim or further enquiries
to be made, it may be appropnate to ask the court to end
the admimstration and to make an order to wind up the
Companies

Please note

+ Any credtors’ committee appointed 1n the administration
will become a liquidation committee

+ For the purposes of section 231 of the Act the liquidators
will each be authorised to carry out all functions, duties
and powers etther jointly or severally

appointed by the court, the creditors (either via the
creditors’ committee or by meeting} or, in specific
circumstances, by the secured (and preferential) creditors

In this case, for the Companies other than BMGE, we will
request approval from the court, and for BMGE (as for that
company we were nct appointed by the court) we will
request approval from the secured creditors that we will
be discharged from liability as at the date the Registrar of
Companies registers the Administrators’ final progress
report (or such other time as the court sees fit)
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Remuneration and
Expenses
Creditors’ Guide to
Administrators’
Remuneration

A Creditors’ Guide to
Administrators’
Remuneration” Is
appended to SIP 9 and
Is provided on the
administration website
and also available for
download at
www.deloitte.com/uk/sip

-9-england-and-wales

Should you require a
paper copy, please send
your request in writing
to the Administrators at
the address on page 1
and this will be provided
to you at no cost.

®
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Basis of Administrators’ remuneration

Pursuant to Rule 2 106 of the Rules, the basis of the
Administrators’ remuneration may be fixed

- by reference to time properly given by the insolvency
practitioners and their staff in attending to matters as
set out in the Fees Estimate,

- as a percentage of the value of the property with which
the Administrators have to deal,

- as a set amount,
- or, any combination of the above

There will be nc funds avallable to the unsecured creditors
other than under the Prescribed Part provisions

Therefore, in accordance with Rule 2 106(5A) of the Rules
and in the absence of a creditors’ committee, we will seek
to fix the basis of our remuneration as a set amount by
approval of each secured creditor and 50% of any
preferential creditors who respond to an invitation to
consider approval We consider a fixed fee to be an
appropnate basis given the nature of the assignment

Estimate of work required — Set Amount (Fixed Fee)

Based on previous appointments of this nature and having
regard to the likely number and grades of staff required to
fulfil these obligations, we intend to seek approval to draw
a fixed fee of £790k, broken down as follows

+ BML £610k (including £40k attnbutable to the
Prescribed Part)
+ BMH £20k
+ BMGE £20k
« BMF £20k
« Lincs £30k
« TTL £50k
« NSL £20k
+ MTL £20k

Full details of the work anticipated to be performed are
provided at Appendix D

Given no value was ascribed by the Purchaser to BMHL,
Lincs, BMF, BMGE, in order to enable these companies to
enter administration and assign / fransfer their licences
and intercompany debts (which were required by the
Purchaser), Rutland, in its capacity as the second secured
creditor, will bear the costs of the administration of those
companies and this will not impact the Prescribed Part for
unsecured creditors in BML which will remain at its
maximum of £0 6m)

Administrators’ Expenses

We anticipate that the following expenses will be incurred
for the duration of the appointments

+ Specific Penalty Bond— mandatory insurance cover for
each company to protect the estate in the event of loss
£230 per company

» Statutory Advertising - we are required to give notice
by advert in the London Gazette of the following
matiers our appointment, proposed distnbutions to
unsecured creditors We estimate costs in this regard
will be £500

+ Legal Costs —we have instructed Reed Smith LLP to
assist in the following matters

» Assist with the licence to occupy and assignment /
surrender of leases where required — estimated fee
of up to £40k plus VAT (split between BML and
Lincs) The level of fees will depend on the level of
work required and some of which is hkely to be
chargeable to the Purchaser

+ A contingency for general legal assistance of up to
£40k 1s estimated

We may also consider using another firm, Eversheds
LLP, to assist in certain matters as deemed
appropriate

All professional costs will be reviewed and analysed in
detall before payment is approved
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Remuneration and
Expenses
Pre-administration
costs

Pre-administration costs

Pre-administration costs are defined as the remuneratton
charged and expenses incurred by the Administrators (or
other person qualified to act as such) before the
Companies entered into adminrstration but with a view to
them doing so

Approval of pre-admunistration costs

Determination of whether and to what extent the unpaid
pre-administration costs are approved for payment shall
be by the secured creditors and 50% of any preferential
creditors who respond to an inwitation to consider
approval

Statement of pre-administration costs

The Administrators have incurred pre-administration time
costs of £34,320, as detailled on the next page, which
remain unpaid

In refation to the preparation work for the administrations,
this included

- Concluding negotiations with the Purchaser in
relation to the legal documents required to
complete the Sale,

- Consideration of the tax implications of the Sale,

- Prepanng supporting docurments for the Court
heanng on 20 September 2016 in relation to the
administration appointments and the paragraph 71
application,

- Considenng the administration strategy if the Court
falled to grant the paragraph 71 order,

- Attendance at court on 20 September 2016,

- Planming appropnate employee and creditor
notifications across the Companies

« This work needed to be undertaken pnor to the
appointments to ensure a planned and co-ordinated
approach was taken to the Court hearing to enable the
Sale to be completed shortly after the administration

me

Statement of pre-administration costs
Fees

We have incurred pre-administration trme costs of
£34,320 as detailed on the next page, which we are
seeking approval to draw

Legal costs

Reed Smith LLP assisted with planning for the
administrations, negotiating the final Sale agreement and
placing the Companies into administration In respect of
this work, time costs and expenses of £482,000 were
incurred This includes Counsel costs of £41,000 incurred
principally in dealing with the paragraph 71 application

Hogan Lovells International LLP were instructed to review
the security of the secured creditors prior to appointment
to ensure that their secunty was vahd when preparing the
Court hearing documents Their outstanding costs are
£25,300

Stephenson Harwood LLP were engaged by the Pension
Scheme Trustees to adwise them in respect of the
administration appointments and paragraph 71
apphcations, they had unpaid costs of £35,000 The court
ordered that the costs of the Pension Scheme in dealing
with the paragraph 71 application be payable as an
expense of the admimnistrations

Agent’s fees

Biwells LLP valued the Companies’ real estate assets as
part of our review of the ments of the Sale, therr unpaid
costs amount to £2,500

In order to sell the real estate assets, the Administrators
instructed GVA Grimley LLP to prepare Energy Perform
Certificates (which are a legal requirement as part of the
sale of a property), therr unpaid costs amount to £75,000

VAT

All amounts noted above are exclusive of VAT which
should be recoverable in the administrations
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mx_umzmmm Analysis of pre-administration costs

Pre-administration N Partners & Assistant  Total Value Avgrate
Classification of work Directors Managers Managers hours £ £fh

costs 9
Preparation for appointment - sign off and court attendance 185 - - 185 16,135 872
Preparation for appointment - information gathering - 40 90 130 5,075 390
Negotiations 185 - - 185 13,110 709
Total hours 370 40 90 500 34,320 686
Unpaid fees 34,320
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@ Additional information

Investigations

Case specific matters
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Additional
information

Investigations

®
@00

Transactions with connected parties

SIP 13 requires the administrators to review transactions
(or other dealings) with the directors and/or connected
parties in the two years prior to and during the
administration The SIP 13 guidance requires the
disclosure of transactions other than those in the ordinary
course of business

Transactions within two years prior to the
appointment of the Joint Administrators

The Admimistrators are currently securing the information
on transactions that will need to be considered further as
part of the Administraters’ investigations (see across)
Once this work 1s complete, any transactions dentified as
not being in the ordinary course of business will be
disclosed, along with the Administrators’ opinion of
whether the transactions give nse to any potential claims
by the Companies for the benefit of the administration
estates It s anticipated that this work will be complete
and commented on in the Administrators’ first progress
report

Transactions subsequent to the appointment of
Administrators

No transactions have been entered into with connected
parties subsequent to the administrators appointment

Investigations

As part of our duties, we are obliged shortly after our
appointment to review all of the information availlable to us
and conduct an initial assessment of whether there are
any matters that might lead to a recovery for the benefit of
creditors This initial assessment includes enquiries into
any potential ctaims that may be brought against parties
either connected to or who have had past dealings with
the Companies

In addition, we are required to consider the conduct of the
Directors and any person we consider to have acted as a
shadow or de facto director in relation to their
management of the affairs of the Companies and the
causes of fallure and we will submit a confidential report to
the Insolvency Service, a division of the Department for
Business, Innovation and Skilis

Creditors who wish to draw any matters to our attention
should contact us using the contact details given on page
1 as soon as possible
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EU Regulations

As stated in the administration appointment documents,
Council Regulation (EC) No 1346/2000 applies and these
are the main proceedings as defined in Article 3(1) of that
Regulation

Third party assets

Should you believe that you own or have a claim
regarding tems that may have been present at the
Companies premises at the date of our appointment
please contact us as soon as possible

Shareholders

We are not obliged to provide further information or
reports to shareholders of the Companies However
regular updates will be uploaded to the website set up for
the administrations at

www deloite com/uk/bernardmatthews

Due to the insolvency of the Companies and anticipated
level of asset realisations compared with the level of
creditor labilities owed by the Companies, there I1s no
prospect of a returnt being made to the shareholders

Following our appointment, the Companies are no longer
able to process transfers of shares, nor re-issue
unclaimed dividend cheques

Website

In an effort to reduce the costs of the administration, all
communications with creditors, including updates and
progress reports, will be posted onto a website, which has
been set up specifically for this purpose The web address
Is www deloitte com/uk/bernardmatthews

A letter will be 1ssued to all creditors each time the website
1s updated with a statutory notice or report All statutory
notices will be retained on the website until its closure three
months from the administrations ending

If any person wishes to receive a hard copy of any
document uploaded by the Administrators to the above
website, they should contact the Administrators via the
contact details on page 1 of this report, and hard copies will
be provided free of charge
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Statutory Information

m_sx.r . m_s_.. . BMF Realisations m_so.m . Norfolk Spring Lincs Turkeys Mini-Turkeys
Realisations  Realisations - Realisations o .. i
e R 2016 Limited Limited Limited Limited
2016 Limited 2016 Limited 2016 Ltd
Company number 3977289 625299 1831006 06771123 694351 3818982 732091
Registered office GO Deloitte LLP, Four Brindleyplace, Brmngham, B1 2HZ
Previous narmes Bernard Bernard Bernard Matthews Bernard NA N/A NA
Matthew s Matthew s Limted Foods Limted Matthew s Green
Holdings Limted Energy Limited
Court Hgh Court of Justice, Chancery Dwision, Companies Court
Court reference 5897 of 2018 5893 of 2016 5895 of 2016 5807 of 2016 5902 of 2016 5901 of 2016 5896 of 2016
Company drectors Robert Burnett  Roberi Burnett  Robert Burnett Robert Burnett  Robert Burnett  Robert Burnett  Robert Burnett
Zatha Willamson Zakha Willamson Zaliha Wilthamson  Zalha Willamson  Zaliha Willamson Zakha Willamson  Zaliha Wilkamson
Alan Jameson  Alan Jameson  Alan Jameson Alan Jameson  Alan Jameson  Alan Jameson  Alan Jameson
Andrew Ballantyne
Andrew Deutsch
Tamara Redding
Andrew Sherw ood
Richard Southgate
Company Secretary NA NA NA NA VA A NA
Drectors’ NA NA NA NA NA NA NA
shareholdings

Director shareholdings

Whilst none of the directors own any shares 1n the Companies, the following directors all held minonty shareholdings (as
part of the management incentive plan) in the BM Topco Lid (the Group's ultimate holding company)

Alan Jamieson
Robert Bumnett
Zalha Willamson
Andrew Deutsch

5 Andrew Ballantyne
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Turkeys
Limited
701295

NA

5899 of 2016
Robert Burnett

Zalha Willamson
Alan Jameson
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Estimated balance sheet at 20th September 2016

Fixed Assets
Investments
Stock
Trade Debtors
Sundry Debtors and Prepayments
Corporation / Deferred Tax

Total Assets (ex Interco)

General/ Trade Credtors
Sundry Creditors
Pension Liabilty
Senior Lenders
Finance Leases
Total Liabilities (ex Interco)

Intercompany
Net Intercompany Debtors / (Creditors)

Net Assets / (Liabilties)

Cross Guaranteed Security
First Charge Security (Wells + PNC)
Second Charge Securty (Rutland)
Third Charge Securtty (Rutland + Family)
Fourth Charge Security (Pension Scheme)

Net inc cross guarantee secured debt

Investment

Companies

Elimination Total

- 28828282 22629638 - - - - - - 51,457,920
69,701,387 6,372,314 - - - - - - {69,701,387} 6,372,314
- 32,603,865 - - - - - - - 32603865

- 23373796 - - - - - - - 2337379

14,094 4,955,089 - - - - - - - 4,969,183
868,840 9,876,840 507,792 213,199 - - - - - 11,466,671
70,684,321 106,010,185 23,137,430 213,199 - - - - (69,701,387) 130,243,748
- (32,238536) - - - - - - - (32.238.536)
(689,956) (5.804,920) - - - - - - - (6.494,876)
- (20,480,000) - - - - - - - (20.480,000)

- (46,613,620) - - - - - - - (46,613,620)

- (6,170,028) - - - - - - - (8.170,028)
(689,956) (111,307,103) - - - - - - - (111,997,059)
6,490,868 (47,376268)  (5,738,011) 650,567  (20,502,296) 19977 7,924,428 4,400 - (58,526,335)
76,385,233 (52,673,186) 17,399,419 863,766 (20,502,296) 19977 7,924,428 4,400 (69,701,387)  (40,275,646)
(46613620) mc above (46,613620) (46,613,620) (46,613620) (46613620) (46,613,620) (46,613,620) - nc above
(43892,901) (43692901) (43692901) (43692,901) (43692901) (43.692901) (43,692,901) (43,692,901) - {43692.901)
(881237)  (881237)  (881.237)  (881.237)  (881237)  (881,237)  (881237)  (881.237) - (881,237)
(17,500000)  nc above (17,500,000} (17,500,000) {17.500,000) (17,500,000) (17,500,000) (17.500,000) - nc above
(32,302,525) _(97,247,325) (91,288,339) (107,823,992) (129,190,054) (108,667.782) (100,763,330) (108,683,358) (69,701,387)  (84,853,785)
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Companies Total

A number of companies inside the wider group did not enter administration However, those companies were dormant
and / or holding companies and their only assets were intercompany claims due from the Companies or the investments
it the Companies It 1s expected that those other companies will be dissclved or iquidated in due course
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>—uﬁm=n=nmm Notes to the estimated balance sheet

The balance sheet has been based on the 30 June 2016
balance sheet (being the last unconsolidated management
accounts balance sheet prepared prior to the
Admintstrations) updated for the following information at 20
September 2016

» Trade debtor balances

Appendix B

. » Trade Creditor balances
* Stock / inventory balances

+ Sale of German subsidiary {completed in August
2016)

»  Secured creditor liabilities

Creditors should note that the Pension Liability i1s the
amount calculated in accordance with accounting
standards and the final “s75 claim” in the admimistration
may be materially higher than the amount included on the
balance sheet

Statement of Affairs for the Companies are currently being
prepared which, once finalised, should represent a more
accurate picture of the Companies’ assets and habilities
and which will be used for the agreement of creditor claims
in due course We anticipate the Statement of Affairs will
be received before the end of October and at that time will
be posted on the insolvency website and filed at
Companies House

A list of creditors and balances 1s included as a separate
file on the website Crediters should note that the hist of
creditor balances 1s bemng updated as invoices continue to
be received and updated on to BML'’s ledger A finalised
version will be prepared for the Statement of Affairs which
will be used for the purpose of agreeing creditor claims
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Receipts and Payment Accounts

Appendices Administrators’ receipts and payments account
20 September 2016 to 30 September 2016

Appendix C P L :

TT Lincs

Recepts
Cash at bank 327,362 - - - - - - - 327,362
Licence fee A 128,345 - - 51,585 - - - - 179,930
Shares in subsidiaries - - - - 2,729,875 6,156 - - 2,736,031
Intercompany loans 263,969 - - - - - - - 263,969
Intellectual Property 2,000,000 - - - - - - - 2,000,000
Equipment 10,200,000 - - - - - - - 10,200,000
Freehold Properties and Group Leases 10,700,000 - 10,999,896 - - - - - 21,699,896
Stock 33,000,000 - - - - - - - 33,000,000
Book Debts 17,600,000 - - - - - - - 17,600,000
Goodw ill 1 - - - - - - - 1
Assignment Leases 100 - - - - - - - 100
Information Technelogy 1 - - - - - - - 1
Business Records 1 - - - - - - - 1
Overage Agreement 1 - - - - - - - 1
Third Party Fund Recevied B 956,891 - - - - - - - 956,891
Total receipts 75,176,671 - 10,999,896 51,585 2,729,875 6,156 - - 88,964,183
Payments
Drstribution to first secured creditor (36,613,620) - (8,000,000} - (2,000,000) - - - (46,613,620}
Distribution to second secured creditor  (30,410,342) - (2,899,896} - (689,762) - - - {34,000,000)
Third Party Funds Pad B {956,891) - - - - - - - (956,891)
Total payments {67,980,853) - (10,899,896) - (2,689,762) - - - (81,570,511)
Balance 7,195,818 - 100,000 51,585 40,113 6,156 - - 7,393,672
Made up of.
Cash at bank o} 7,195,818 - 100,000 51,585 40113 6,156 - - 7,393,672
Balance 1n hand 7,195,818 - 100,000 51,585 40,113 6,156 - - 7,393,672
Notes to the receipts and payments accounts
A - Funds have been received under the terms of the licence agreement with the Purchasers These will be used to pay rent
and other costs for the leasehold properties with any excess refunded to the Purchasers in due course

@ B - Funds to pay employee wages have been received and paid as noted above, these are not asset realisations in BML
C - All funds are banked on an interest bearing account

@ @ @ D - VAT where incurred will be recoverable from HM Revenue & Customs
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Administrators’ Estimate of Work to be undertaken

Detalls of work that the we anticipate will be undertaken
on these cases 1S provided below

Statutory Tasks and Administration

= [mplementing the strategy detailed within this
report

+ Notificatton of appointments for each company
+ Case set-up for 8 cases
« Data capture and entry

+ Cashienng - 2/3 bank accounts for each company,
with monthly bank reconcihations

+ Statutory reporting - 1 progress report, potential
extension applications, and final report

+ Specific 1Issues such as data protection, health and
safety
+ SIP 13 investigation of transactions with connected

parties and SIP 2 investigations and directors
conduct and CDDA reporting

+ Apphcation to court for discharge of the
administrations

Assets

» Conclude the Administrators’ obligations under the
Sale agreement, including

- Making payments to landlords and receiving
funds from the Purchasers for the 26 licences to
occupy (and dealing with surrenders and
assignment's of these leases as appropriate),

- Facilitating wage payments where required by
the Purchasers, and

= Dealing with third party claims (eg retentton of
tile and hire purchase) matters where necessary,

+ Ensure that all cash balances in the Companies’
pre appointment bank accounts are transferred

+ Ensure all assets are dealt with and realised

2016 Deloitte LLF | BMHL Reahsatons 2016 Lid (formerly Bemard Matthews Holdings Lid) BML Realsatons 2016 Lid (formerly Bemard Matthews Lid) BMF Realtisatons 2016 Ltd (formerty Bemard Matthews Foods Ltd) BMGE

Creditors
* Distributions to the secured creditors
+ Resolving creditor queries
* Receipt and logging of proof of debt forms

* Discussions with the Pension Scheme and
Payments Protection Fund (*PPF")

+ Adjudication of claims and dividend payments to
the preferential and unsecured creditors

Case specific matters

» File VAT returns as required and receipt of VAT
repayments

« Complete and file corporation tax returns as
required
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Disbursements

®
©@0 0

Disbursements

We estimate that the following disbursements are likely to
be incurred in relation to the administrations

Category 1 disbursements

These are payments made by us direct to third parties and
for which no approval 1s required

Our estimate of Category 1 disbursements 1s given below,
all figures are shown excluding VAT Please note these
costs are only expected in BML

Category 1 disbursements

£ (net) Value

Travel 300
Telephone 100
Postage/Couriers 10,000
Total expenses 10,400

Category 2 disbursements

These are costs and expenses initially pard by us and
which are not generally made to a third party, for example,
reimbursement to staff engaged on the case for therr
mileage costs These may also include shared or
allocated costs Specific approval I1s required before these
costs and expenses can be drawn from the admimistration
estates

QOur estimate of Category 2 disbursements {in BML) 1s
given below, all figures are shown exclusive of VAT

Category 2 disbursements

Mileage 250
Website set up 500
Total disbursements 750

Mileage 1s calculated by reference to the mileage properly
incurred by the Administrators and their staff, at the
prevailing standard mileage rate used by Deloiite at the
time when the mileage 1s incurred {(currently up to 45p per
mile}

Deloitte charges a fixed cost of £500 for each statutory
website set up to cover the costs of setting up and
maintaiming the website, along with the uploading of
statutory notifications, reports and other documents to the
website for the duration of the appointment This will be
charged to BML

@ @ @6»2@ Deloitte LLP | BMHL Realisations 2016 Lid {formerty Bemard Matthews Holdings Ltd) BML Realisations 2016 Ltd (formerly Bernard Matthews Ltd) BMF Realisations 2018 Lid {formerly Bemard Matthews Foods Ltd) BMGE
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Administrators’ proposals

in the absence of a creditors’ meeting being requested,
our proposals will be deemed approved on Thursday 13
October 2016

We will still need to obtain specific approval for the
resolutions grven below from the secured creditors and
50% of any preferential creditors who respond to an
invitation to consider approval

1 Approval that the basis of the Administrators’

remuneration shall be fixed by a fixed fee of £790k plus
VAT split between the Companies as follows

+  BML £610k of which £40k will be borne from
the Prescribed Part fund

+  BMH £20k
. BMGE £20k
+  BMF £20k
« Lmncs £30k
. TTL £50k
«  NSL £20k
. MTL £20k

2 Approval that the Administrators’ category 1
disbursements and expenses and category 2
disbursements In respect of mileage and statutory
websites (as detailed on page 27) be approved and
the Administrators be authorised to draw both
category 1 and category 2 expenses, (plus VAT where
applicable) from the administration estate

3 Approval that the Administrators’ pre administration
fees of £34,320, and legal / agents fees of £542,300
and £77,500 as detailed on page 16 of the
Administrators’ proposals be approved and that the
Administrators be authonsed to draw their pre-
admintstration fees and expenses, plus VAT, from the
administration estates

4 In respect of BMGE only, approval that the
Administrators be discharged from liability per
paragraph 98 of Schedule B1 of the Act immediately
upon the registration of the Administrators’ final
progress report by the Registrar of Companies (Note
that for the other Companies the discharge of the
Administrators will be requested from the court)

A creditors’ commuttee will not be formed unless we are
requested to convene a meeting of creditors for purposes
of forming a creditor's committee, please refer to page 1
of the proposals for details of the procedure in this regard

Please note that if you wish to form a creditors’
commuttee, you will aiso be expected to confirm your
willingness to serve or be represented on the
creditors’ committee, including dealing with any
business placed before the creditors’ committee
throughout the period of the administration and in
any follow on hiquidation should a creditors’
commuttee be formed.
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Appendices Important Notice

_Bbolm_‘: notice This document has been prepared by the Administrators

solely to comply with their statutory duty under paragraph
49 of Schedule B1 of the Act to lay before creditors a
statement of their proposals for achieving the purpose of
the administrations, and for no other purpese [t 1s not
suitable to be relied upon by any other person, or for any
other purpose, or in any other context

This document has not been prepared in contemplation of
it being used, and I1s not surtable 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
document are illustrative only and cannot be relied upon
as guidance as to the actual outcomes for creditors

| Any person that chooses to rely on this document for any
purpose or in any context other than under paragraph 49
of Schedule B1 of the Act does so at their own nsk To the
fullest extent permitted by law, the Administrators do not
assume any responsibiity and wili not accept any hability
i respect of these proposals

The Administrators act as agents of the Companies and
contract without personal hability The appointments of the
Administrators are personal to them and, to the fullest
extent permitted by law, Deloitte LLP does not assume
any responsibility and will not accept any hability to any
person n respect of this document or the conduct of the
administrations

All icensed Insolvency Practitioners of Deloitte LLP are
licensed in the UK to act as Insolvency Practitioners

®
©@e o
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SIP 16 STATEMENT

Background information

Group overview

Bernard Mathews 1s the leading supplier of turkeys and turkey products in the UK, with an operating
subsidiary also based in Hungary The business is a fully vertically integrated business with activities
from reanng birds through to productron and sales to retailers

The business operates in the UK from over 50 farms and 2 factones across Norfolk, Suffolk and
Lincolnshire and employed over 1,800 people at the date of administration {in addition to which there
were over 200 agency staff)

Summary Group structure (“The Group”)

Bernard
Matthsws
Holdings Limited

Bernard
Matthews Limited

Holton

8M Green
Energy
Limited

Norfclk Mini
Spring Turieys
Limited Limited

Renewable
Power
Limited

Bernard K
Matthews ey
BV - UK non-trading or Holdng company

- UK Tradmg/active company
- Nethertands Holkdng company

Pannon Saga - Hunganan company
Pulyka Foods ZRT

Hungartan business

The UK business

The UK group 1s made up solely of English companies, the majonty of which are either dormant or
non-trading The trading entity of the UK Group 1s BML Realisations 2016 Ltd (formerly called Bernard
Matthews Ltd (“BML")), which owns all the UK Group's assets other than the majonty of the real
estate, which 1s owned by Turners Turkeys Lid {(a direct subsidiary of BML, “TTL") Certain of the
other companies also held leasehold properties, operating licences or contractual agreements that
formed part of the Transaction

All of the UK Group’s business and assets have been sold as part of the Transaction

The Hungarian business

The Hunganan sub-group 1s ultimately owned by BML and trades as S4Ga Foods (SaGa), based In
northwest Hungary and employs around 800 staff It produces a range of pouliry products which it
sells across Central Europe The Hunganan business has been sold as part of the Transaction (via a
sale of shares in its iIntermediary holding company) and has not entered administration




Green Energy business

The Green Energy business is the income the Group denves from certain natural energy / power
production operations used wathin the business (the power assets themselves (wind, solar, and
biomass) are owned and cperated by third parties) These incomes streams have been sold as part of
the Transaction

Background

In 2013 the Group sought additional investment following a penod of poor trading performance This
culminated in Rutland Capital Partners LLP {wth its associated funds, “Rutland™) acquinng the
majonty stake in the Group and injecting £25m nto the business The Group subsequently re-branded
and restructured i1ts trading operations pursuing a growth strategy However, despite this investment
and changes, the Group continued to struggle financially, with sales declining, and fosses increasing
significantly in the most recent year, as summansed below

Year ended Year ended Year ended Year ended
June 13 June 14 June 15 June 16 (draft)
BML Realisations 2016 Ltd
Turnover - £'000 346 4 306 8 2767 276 1
Loss after tax - £'000 (16 4) {9 3) {4 3) (26 9)

Gwven the continuing losses, further funding of £5m was provided to the Group in late 2015 in the form
of additional secured debt guaranteed by Rutland However, the level of losses in FY16 (caused
largely by the decliming commodity price for dark meat) was unsustainable, and the Group decided to
alter its approach and reshape its business through a restructunng plan (“RP"), further details of which
are provided below In the “Marketing Process” section

The RP assumed that the excess capacity in the business operations would be reduced (through
asset sales) Given this capacity could prove attractive to strategic buyers, and having also received
unsolicited approaches from parties interested in acquinng the business in early 2016 (prompted by
media speculation on the prospects for the Group), Rutland and the Group appointed the Group’s
auditors, Pnce Waterhouse Coopers LLP ("PwC”), to explore a potential for a sale of the business
(and run a marketing process) in June 2016, in tandem with progressing the RP

Dunng the course of the sales process, the business operated under iqurdity constraints, wath minimal
headroom available under its banking faciites Further additional debt faciliies were provided from
June 2016 by the secured lenders, on the back of increased guarantees from Rutland, and the sale of
the Group's German subsidiary {which led to an increase in the funding available to the Group of
£6m)

This funding requirement was forecast to increase in the autumn of 2016 (as the Group invested In
reanng birds for Christmas 2016), prompting the Group fo seek financial support from its main
customers As a result of these approaches, a funding arrangement was signed with a company
connected to the Purchaser and 2 Sisters Food Group on 26 July 2016, which provided the Group
with the funds needed to acquire eggs and the increased levels of feed and other matenals needed to
put birds down on farms in August

Even with this customer funding, the Group continued to face severe hquidity constraints, worsened
by publicity about its finanoial positon and the withdrawai of credit insurance Pnor to the
administration, the Group was forecasting a funding requirement of approaching £3m before the end
of September 2016




Major creditors

At adminustration the Group had secured debt totalling £108 6m, compnsing, in the following order of
pnonty of distnbutions in the administration

+ First secured £46 6m owing to Wells Fargo Capital Finance (UK) Ltd ("Wells") and PNC
Financial Services UK Ltd (“PNC"} (together “the Lenders”), who benefit from first ranking
secunty Of this, £10 3m 1s quaranteed (see below),

¢ Second secured £43 6m owing to Rutland Fund Il LLP, Rutland II CCLP {(together wath Rutland
Capital Partners LLP, “Rutland™) and Alan Jamieson, who benefit from second ranking security
(recovenes under the second hen are capped at £50m),

= Third secured Rutland and three relatives (“the Family™} of Mr Bernard Matthews (deceased) in
relaton to any calls made under the £10 3m of guarantees provided to the Lenders, plus £0 9m
of accrued interest, and

* Fourth secured £17 5m for the Bernard Matthews Pension Scheme (“the Pension Scheme™),
who benefit from fourth ranking secunty

The secunty 1s supported by fixed and floating charge debentures granted by BML and cross
guaranteed by all UK company subsidiaries

The Lenders, Rutland and the Family were consulted with pnor to the Transaction and consented to
the appointment of Administrators and the Transaction

The Pension Scheme Trustees and the Payment Protection Fund {*PPF") were also consulted with
duning the marketing process and did not object to the Transaction Thisis discussed further in the
section entitled “Para 71 Application” below

The Administrators commissioned a review, by Hogan Lovells International LLP, of the secunty
arrangements and no concerns were raised as to its validity

initial iIntroduction

Deloitte LLP (“Deloitte”} was imtrally engaged by the Lenders in February 2013 to monitor the Group's
short term cash flow forecast This work ceased on the acquisstion by Rutland of the shareholding In
the Group in September 2013

Delaitte had no further pnor professional relatonship with the Group or its directors until 16 June
2016, when Deloitte was engaged by the Lenders and BML to support the Lenders in assessing their
options in respect of the Group The scope of Deloitte's 2016 engagement included

s morutonng the marketing process being undertaken by PwC, on behalf of Rutland and BML, and
constderation of the implhications for the Lenders,

* areview and subsequent monitonng of the Group’s short term cash forecasts, and

+ the development of contingency plans, including estimated outcomes in the event of an
insolvency

Following the receipt of an offer for the business on an insolvent basis (see below) in August 20186,
Deloitte were engaged (on 29 August 2016 under a new engagement letter to which both PNC and
BML were chents) to assist it in pursuing thus offer, and to further explore any alternative interest in the
business




Marketing Process — Phase 1

Duning late June and through July 2016, discussions were held with ¢ 40 parties led primanly by the
PwC sector team The parties involved in this process included several inbound approaches, partly
driven by press coverage dunng the marketing process

This process included

s Research, constderation and agreement of a list of potential purchasers,
s Contacting potential parties and introducing the opportunity to them wth a pre-agreed script
{no-names and named basis),
« Entering into a Non-Disclosure Agreement (“NDA™) with those contacted parbes that were
interested In the proposed opportunity,
¢ Issuing an “Introductory Teaser” document, and if interest contrinued, 1ssuing a 97 page
information memorandum (“IM™) and the provision of a supplementary information pack (112
pages including copy property valuation and pension information), and
« Provision of conference calls and meetings with the Group’s senior management
("Management”)
The imhial marketing process yielded two offers for the business (one of which was from the
Purchaser), both of which were expressed as being on a cash free, debt free basis (and as such
would have required a write off of certain secured debt) Neither offer was capable of progresston
given they both required a write off of the majonty of the second ranking secured debt

As such, at the end of July 2016 the interested parties were informed that the Group was not
progressing further wath the marketing process, and was instead pursuing the RP

Restructuring Plan {("RP"}

The RP developed by the Group’s management assumed the business would be streamlined through
a combination of outsourcing, consolidation and a sale of certain assets The RP sought to
consolidate the operations of the business to one factory to improve efficiencies whilst selling the
chicken farms to a third party

The RP required further financial support from the Lenders and / or Rutland as it would 1) have an
additional funding requirement, 2) require proceeds from the sale of secured assets to be absorbed
into the business to fund ongoing working capatal, thus reducing the Lenders’ secunty pool and 3)
carned significant implementation nsk (there could be no certainty that the business would become
profitable) [n order to gauge the views of customers to the proposed RP, the Group met wth its key
customers in late August 2016 dunng which the RP was outhned Whilst some customer reaction was
positive, a key customer indicated that it would look to resource some of its requirements if the
business was not able to demonstrate a more secure financial position

Discussions regarding the basis of financial support for the RP from the Group's secured creditors
continued during August 2016

Marketing Process — Phase 2

Whilst the Group was In discussions with third parties in relation to the asset sates and outsourcing
arrangements that underpinned the deliverability of the RP, the Purchaser approached Rutland wath
an offer for an acquisition of the business through a pre-pack administration The offer made
represented a significant uphft in recovenes to the secured creditors compared to the two earhier
offers submitted in the imhal marketing process, and as such the indication of interest was sufficiently
credible for further discussions to be held to firm up the interest

These discussions culminated in the Purchaser making an offer on 25 August 2016 for a purchase of
the Group's business and assets




The Group's board was appraised of this offer on Fnday 26 August 2016 and Rutland informed the
board that, given the level of the offer and the perceived risks of the RP, with its additional funding
requirement of Rutland, Rutland was unable to further support the RP  In the hight of this, the board
resolved to progress the offer to a sale, whilst maintaining the option of tmplementing the RP should
the offer be wathdrawn or reduced

As indicated above, on 29 August, Deloitte was instructed to progress this interest and explore other
potential interest in a business and assets sale

The Transaction

A few hours following the Administrators’ appoiniment on 20 September 2016, the Transaction
completed with the following assets being sold

* BML sold all its assets being the UK business, property, plant and machinery, moteor vehicles,
stock, debtors, intellectual property and licenses and the share capital of
© Holton Renewable Power {(*HRP") — BML's 40% interest (albeit this 1s subject to
potential restrictions},
o Bernard Matthews BV - (being the holding company of the Hunganan entities),
e TTL sold all of its assets compnsing real estate assets, being 48 freehold farms and factones,
e MTL sold all of its assets comprising its 1% shareholding in the Hungarian entiies owned, and
+* BMF sold all of its assets compnsing operating licences (eg environmental permits for each farm}

held in its name
In addition

» BMHL was a party to the sale contract to receive the benefit of commitments to release
intercompany debts due to it by Bernard Matthews BV,

= Lincs granted the Purchaser a icence to occupy its 11 leasehold properties used in the UK
business where Lincs was the tenant, and

» BMGE surrendered its interest in leases in retation to the green energy income streams (enabling

these interests to be assigned by BML to the Purchaser)
Once the sale agreement completed, the Transaction was effeciive as at 23 59 on Monday 19

September 2016, with all sales made by the business on 20 September being for the account of the
Purchaser

The Transaction consideration 1s £87 5Sm and was paid in full on completion

The Joint Administrators’ consider the Transaction provided the best result for the Companies’
creditors, for the following reasons

+ |t was consented to by all secured creditors other than the Pension Scheme,

» The Group's attempts to restructure were not deliverabte without additional funding (which was
not forthcoming due to the significant investment required to normalise working capital and
support the business going forward) and the attempts to sell the Group on a solvent basis were
unsuccessful,

+ The marketing process ran for a penod of over 10 weeks and included speaking to over 40 trade
parties and 6 appropriate distressed investors, none of whom made an offer that would deliver a
better outcome for creditors than the Transaction,

¢ A post admirustration sales process would have been highly unlikely to achieve a better pnce
than the Transaction as the mpact of insolvent administration could have damaged the business
(through loss of customers and damage to supply chain), and the marketing process included a
wide range of trade and financial parties, and inbound enquires as a result of the media attention,




¢ The Transaction provided a matenal uphft in recovenes compared to the alternative of an
administration and potential wind down of the business, with significantly less implementation
rnsk,

¢ The Transaction preserved the employment of over 1,800 employees who have TUPE
transferred to the Purchaser In the trading administration alternative, there would have been no
guarantee of saving any employment,

e There was a funding requirement of ¢ £0 8m in the week commencing 19 September 20186 rising
to almost £3rm by end of September, dnving the need to complete the Transaction in a restncted

time frame
Taking into account all of the above, and in executing the Transaction, the Administrators believe that

they have acted with due regard for creditors’ interests, delivenng the best available outcome for
creditors as a whole in the circumstances

Furthermore, the Transachion represents the best prnice reasonably obtainable in the circumstances
and provides a better outcome {or at least no worse) for all stakeholders / creditors compared to the
alternative insolvency outcomes

Sale consideration

The consideration recewved for the Transaction 1s £87 5m allocated by the Purchaser as follows

Bernard Turners Norfolk Mini
Matthews Turkeys Spring Turkeys
Limited Limited Limited Limited
Bemard Matthews B V Loan 191,903 191,903
SaGa Foods Loan 3,501 3,501
SaGa Foods Net Trading Debt 68,564 68,564
SaGa Poland Loan 1 1
Shares in Bemard Matthews B V 2729875 6,156 2,736,031
Intellectual Property 2,000,000 2,000,000
Equpment 10,200,000 10,200,000
Freehold Properties and Group Leases 10,700,000 10,999,896 21,699,896
Stock 33,000,000 33,000,000
Book Debts 17,600,000 17,600,000
Goodwill 1 1
Assignment Leases 100 100
Information Technology 1 1
Business Records 1 1
Owerage Agreement 1 1
TOTAL 73,764,073 10,999,896 2,729,875 6,156 87,500,000

The Purchaser made a condition of the Transaction that the Companies assigned to the Purchaser
any debts due from the Companies to SaGa Foods, Bernard Matthews B V and any of their
subsidianes These intercompany loans and trading balances owed by two subsidianes Bernard
Matthews B V Ltd and SaGa Foods Ltd to BML were acquired at £ for £ value (as shown above) A
legacy intercompany loan of ¢ £0 6m dating back to 2002 from BML to SaGa Poland Ltd has been
acquired for £1

In return the Purchaser has undertaken that it will ensure SaGa Foods, Bernard Matthews B V' and
any of their subsidianes do not make any demand or claim in relation to any of the intercompany
debts due from the Companes (or any of the other companes in the Group that are dormant and as
such did not enter administration)

In order to effect the Transaction, these intercompany claims have been assigned by the
administrators for a number of reasons, which vary by entity providing the release but include




¢ The company which assigned the balances (e g BML)was a direct benefiaary to the above
consideration in respect of the Transaction, and
¢ The intercompany receivables were owing from Group companies which had no assets other
than their intercompany clams (such intercompany claims had mimimal or nil value) and no
known habihties other than intercompany clams and the cross guaranteed secured debt
Given no value was ascrnbed by the Purchaser to BMHL, Lincs, BMF, BMGE, In order to enable these
companies to enter administration and assign / transfer their icences and intercompany debts (which
were required by the Purchaser), BML {the main beneficiary of the Transaction} has agreed to
contnbute to the costs of the administration of those companies (this will reduce returns to the
secured creditors and will not impact the Prescnbed Part for unsecured creditors which wall remain at
its maximum of £0 8m)

The main items exctuded from the Transaction were

+ All third party assets, including finance lease assets and stock subject to vald retention of title
claims,

+  Any cash held in the Companies accounts,

+ The proceeds of any insurance claims other than in relation to the properties sold, and

+ Taxlosses and reclams (these are not expected to realise any value in the administration)

Marketing of the Business and Assets

As noted above, PWC marketed the business to over 40 strategic and trade parhes, and had detailed
discussions on a potential acquisiion with over 11 of these parties over a penod of ¢ 2 months
Parties approached included both UK and international trade and strategic purchasers, and included
inbound enguires as a result of the media coverage of the sale process The marketing process and
hist of parties was reviewed by Deloitte and it was concluded that the process represented an
appropnate and robust market testing exercise

As part of the Phase 2 sale process, Deloitte held discussions over a penod of 3 weeks with 6
specialist (who acquire distressed businesses) financial investors We specifically targeted these 6
partiies after reviewing the hst of parties that had shown an interest in the opportunity in 2013, and
from our knowledge of the specific sector interest and / or the capability to iInvest into businesses of
this size and nature and within the targeted transacton timeline and circumstances

During this Phase 2 process, one party reaffirmed the offer it made dunng the imhal process This
was a significantly lower level that was achieved in the Transaction No other formal offers were
received

Based on the work performed, we consider that a comprehensive and appropriate marketing exercise
targeted at both financial and trade buyers has been conducted within the ime available and under
the circumstances faced by the Group

The evidence from this marketing process supported the conclusion that the Transaction represents
the best price reasonably obtainable in the circumstances for the Group's business and assets

Valuation of the Business and Assets

Due to the business being heavily 1oss making over a period of years, and the level of secured debt in
the Group, the enterpnse value of the Group, If valued on typical EBITDA multiple basis, would have
been negative (1 e of zero value) Furthermore, the marketing process establishing the true value of
the Group’s business As such, theoretical business valuations were considered to be unnecessary
and were not arranged




The Group’s real estate has been valued by Bidweils LLP and the Group’s plant and machinery has
been valued by Lambert Smuth Hampton Ltd These valuations were used as part of the development
of an indicative break up analysis (discussed further below), the outcome from which would have
been significantly less than has been achieved in the Transaction As such, the Administrators
consider that market value has been established and achieved

Pre-appointment considerations

A review of the possible courses of actions, comparnng the likely outcomes for the vartous options,
was undertaken prior to the Administrators' appointment

Continuing to trade outside of insolvency

The Group had been facing liquidity 1ssues and in the light of the Purchaser’s offer for the Group, no
further funding was available to the Group to continue to trade outside of insolvency

The RP prepared by the Group (which incdluded the sale of certain of the assets over 12 months)
required cash funding (and the utiisation of asset disposal proceeds) which, in the ight of the
potential to deliver the Transaction, was not availlable to the Group, and as such it was continued
trading was not a viable option for the Group

Refinancing

The Group was unable to refinance due to the level of financing required to repay the existing secured
debt and fund the additional working capital requirements of the Group to allow it to continue to trade
outside of insolvency

Solvent sale of the business

As part of the imtial marketing process, offers were solicited for a sale of the business on a solvent
basis | e a sale of the shares in BML

Due to the distress facing the business and the significant investment required to nomalise working
capital, no offers were received for a sale of the business on a solvent basis that were capable of
being delivered (given the large secured debt write off required)

Company Voluntary Arrangement_("CVA™)

A CVA was not considered to be a viable solution for the business for the following reasons

= A CVA would have regquired signifficant funding to address the working capital needs of the
business and such funding was not available,

+« A CVA, n this instance, would have sought to compromise the unsecured trade creditors of the
business which would Iikely have had a significant impact on working capital through the process
of approving the CVA, which the Group had insufficient funding to meet,

+ The Group's capital structure was unstainable and a CVA would not be capable of compromising
such secured habilites,

» Success of such a CVA would have been dependent upon securning the support of a very large
and granular creditor base and as such, any CVA would have carned significant implementation
risk, and

+ The Pension Scheme would have needed to be compromised for the CVA to succeed Whilst this
may have been possibte over time, the iquidity position of the business did not provide the
opportunity for this to be achievable




served on the Pension Scheme (and copied to the PPF) as part of the application process and both
the Pension Scheme and the PPF chose not {o attend the hearing

Purpose of Administration
The purpose of an administration under The Enterpnse Act 2002 1s split into three parts

1) Torescue a company as a going concern {in other words, a restructuring which keeps the actual
entity intact)

2) If the first purpose is not reascnably practicable (or the second purpose would clearly be better for

the creditors as a whole), then the admirustrators must perform their functions with the objective
of achieving a better result for creditors as a whole than would be obtained through an immediate
hquidation of the company This weuld nomally envisage a sale of the business and assets as a
going concern {or a more orderly sales process than in hquidation)

3) If neither of the first two parts of the purpose are reasonably practicable, the administrators must
perform their functions with the objective of realising property 1n order to make a distnbuhion to
secured and/or preferential creditors as applicable

As noted above, the Companies had significant secured and unsecured creditor labiities and a

refinancing of the Companies’ debts was not achievable, as key stakeholders had already indicated

this was not supported prior to the administrations  As such the Administrators concluded that the first
option was not possible to achieve

Accordingly, the purpose of the adnmimistrations was to achieve a hetter result for creditors as a whole
than wou!d be obtained through an immediate hquidation of the Companies The Transaction has
achieved this given

The preservation of employment in BML avoiding employee redundancy claims

The Prescribed Part being maximised in BML at £0 6m

The enhanced returns to the secured creditors and the resultant reduction in secured creditor
claims in all Compamies under the cross guarantees

Purchaser and Related Parties

The Purchaser was two companies within Boparan Pnvate Office (Amber Residential Developments
Ltd — company number 10036286, and Amber Real Estate Investments (Industnal) Ltd — company
number 09885767) The Purchaser 1s a not connected to the Companies

Pre-pack pool and Viability statement

As the Purchaser 1s not connected to the Compamnies, a viability statement was not provided, and no
approach was made to the pre-pack pool

Dividend Prospects for Creditors
The Lenders will be repaid in full from the Transaction proceeds

Based on current information, and dependent on the level of costs in completing the administrations,
the second ranking secured creditors will suffer a shortfall of cE4 5m to £6m

Given the Transaction proceeds are avallable to the Lenders immediately on completion, the
guarantees provided by Rutland and the Family have not been called by the Lenders However the
third secured creditors will not recover any of the outstanding interest on their guarantee
commitments of £0 9m
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Trading insolvency

Given that the options set out above were not considered to be viable, the only avallable alternative to
the Transaction would have been for the Group to enter into an insolvency process with a view to
erther 1) sale of all or part of the business during the insolvency or 2) implementing an immediate
winding down of the business

Sale process in administration A trading administration would likely have resulted in disruption to
trading, damaging customer relationships, and loss of supplier support Furthermore, the marketing
process (the media coverage of which resulted in inbound approaches) had widely tested the market
As such, any interest in the business after an administration process would hkely have been at lower
values than achieved in the Transachon

Wind down in administration In the event a sale could not be achieved in a very short time frame,
the business would have been wound down and broken up resulting in a significant reduction in
recovenes to creditors Furthermore, we would comment as follows in respect of a wind down in
administration

+ The Administrators would have required a £10-15m working capital faciity to meet the potental
funding requirement to wind down the business (which would take 4-5 months given the age
profile of the ive birds being reared at admirustration) Given the ability to secure an mproved
outcome through the Transaction, we have not received any indications that thws funding would
be avallable

» A wind down of the business could have adversely impacted the ability to sell the properties as
continuing farming assets, which could have matenally reduced the recovenes avalable to
creditors

» A wind down would result in the redundancy of ¢ 1,800 employees, representing a significant

additional body of creditors with claims against the Group
Consequently, the Administrators consider that the Transaction represents the best outcome for all
creditors and achieved the best price reasonably obtainable in the crcumstances

Para 71 Application

The appointment of Administrators was made by the High Court on an apphication of the directors of
the Companies exceptin the case of BMGEL which was by way of a directors’ appointiment pursuant
to paragraph 22 of the insolvency Act 1986 Simultaneous with the appointment process, the
Adminustrators apphed for, and were granted, an order under paragraph 71 of Schedule B1 of the
Insolvency Act 1986 allowing the Transaction to complete and the Group's assets to be sold free of
fixed charge secunty

This application was required because

» The Transaction could not complete without the consent of all secured creditors to the release
of their securnity or a para 71 order, and

+  Whilst the first, second and third ranking creditors consented to the Transaction and the
release of their secunty, the fourth ranking secured creditor (the Pension Scheme) did not
consent

As part of the pre administration process, the Administrators engaged with the Pension Scheme
Trustees (and its advisors) and the Payment Protection Fund {(*PPF"), to explain why the Transaction
was considered to be in the best interests of all creditors  Whilst no objections to the marketing
process or the Administrators' views of the alternative outcomes (or indeed offers to fund the RP)
were raised, the Pension Scheme was unwlling to consent to the Transaction As such, the para 71
application became necessary In order to complete the Transaction The para 71 application was




