PROPOSAL FOR A COMPANY VOLUNTARY ARRANGEMENT UNDER PART |
OF THE INSOLVENCY ACT 1986 AND THE INSOLVENCY (ENGLAND AND
WALES) RULES 2016 FOR

KIN GROUP PLC

PROPOSAL DATE 5 OCTOBER 2017

Formal notices of the decision date to approve the Company Voluntary Arrangement and proxy form
for voting, which is to be held by correspondence, and the date for return of voting forms is on 23
October 2017 at 23.59 pm London time, are included within this Proposal. For Creditors, please
complete and return the relevant claim form(s) sent to you with this Proposal in accordance with the
instructions set out in it. This document has been prepared solely to inform creditors of the Company
of the Proposal for a Company Voluntary Arrangement. Nothing in this Proposal should be relied upon
for any other purpose including in connection with trading any debt, securities or any other financial
interest of the Company or any of its subsidiaries.

If you are in any doubt as to the action that you should take, you should consult your financial
adviser, solicitor, accountant or other professional adviser without delay.



IMPORTANT NOTICE

This Proposal has been prepared by the Directors of the Company pursuant to Part | of the Insolvency Act 1986 solely to inform
Creditors and Members of the Company of a proposal for a Company Voluntary Arrangement (CVA). In preparing this
Proposal, the Directors have acted as agent of the Company. Nothing in this Proposal should be relied upon for any other
purpose including in connection with any investment decision in relation to the debt, securities or any other financial interest of
the Company or any of its subsidiaries, including, for the avoidance of doubt, any decision to buy or sell any debt, securities or
other financial interest. Any parties making such investment decisions should rely on their own enquiries prior to making such
decisions and the Company does not assume any duty of care to any party seeking to rely on this Proposal for that purpose.

Creditors should review this Proposal in detail. If you are in any doubt as to the action you should take in connection with the
proposed CVA, or the tax or other consequences of the proposed CVA for you, you should contact your legal, tax or other
professional advisers.

It is possible that the CVA may not be approved by the requisite majority of the Creditors. The Directors make no representation
or warranty and give no warranty or undertaking that the CVA in the form described in this Proposal will be implemented within
the proposed timescale outlined in this Proposal or at all or that the proposed CVA may not be amended, revoked or
suspended.

The information contained in this Proposal has been prepared by the Directors of the Company. The Directors are unable to
warrant or represent the accuracy or completeness of any information provided by any third party. No representations are made
by any person with respect to the tax consequences of the CVA for any Creditor.

The Proposal contains certain statements and statistics that are or may be forward-looking. The accuracy and completeness of
such statements is not warranted or guaranteed. These statements typically contain words such as “intends”, “expects”,
“anticipates”, “estimates” and words of similar import. By their nature, forward-looking statements involve risk and uncertainty
because they relate to events and depend on circumstances that will occur in the future. Although the Directors believe that the

expectations reflected in such statements are reasonable, no assurance can be given that such expectations will prove correct.

Without limiting the generality of the immediately preceding paragraph, all statements contained in this Proposal in relation to
estimated outcomes for Creditors, whether as a consequence of the CVA being approved, on the basis of the liquidation
outcomes or otherwise, are illustrative only. As they are based on the assumptions that necessarily involve a subjective
analysis of the matters referred to in this Proposal, they cannot be relied upon as guidance as to the actual outcomes for
Creditors.

Assumptions have been made as to the amount of tax which may be payable by the Company as a result of past dealings or as
a result of entering into the CVA or related dealings. The amount of tax for which the Company may ultimately be responsible
may be higher or lower than the amount assumed.

Unless otherwise indicated, the statements contained in this Proposal are made as at 5 October 2017 and reflect the
circumstances and the information of which the Directors of the Company were aware at that time.

The Directors of the Company have not authorised any person to make any representations concerning the CVA which are
inconsistent with the statements contained herein, and if such representations are made, they may not be relied upon as having
been so authorised.

The availability of the terms of the Proposal to persons resident in, or citizens of, jurisdictions outside of the UK may be affected
by the laws of the relevant jurisdictions of such persons. Persons who are not resident in the UK should inform themselves about
and observe any applicable domestic requirements. It is the responsibility of each of the recipients of this document to satisfy
themselves as to the full observance of the laws of the relevant jurisdictions in connection therewith, including the obtaining of
government exchange control or other consents which may be required or compliance with other necessary formalities which
are required to be observed and the payment of any issue, transfer or other taxes due in such jurisdiction.

This document does not contain legal or tax advice. Recipients of this document should consult their own legal or tax advisers
with respect to the legal and tax implications of the Proposal in their particular circumstances.
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Company Background

I, Donald Stewart, a director of Kin Group Plc (the Company”), state that the Company is
unable to pay its debts as and when they fall due. | wish to propose a Company Voluntary
Arrangement (“CVA” or “the Arrangement”) under Part 1 of the Insolvency Act 1986 (“the Act”),
for a composition in satisfaction of the Company’s debts.

The Company was incorporated in England and Wales on 20 June 2002 with the name RTI
Fifteen Plc. It changed its name to Addleisure Plc on 6 September 2004 and was admitted to
trading on the AIM market of the London Stock Exchange on 25 October 2004. It changed its
name to Fitbug Holdings Plc on 21 December 2009 and to Kin Group Plc on 5 May 2017.

The Company is the holding company of Kin Wellness Limited (“Kin Wellness”), a private
limited company incorporated in England and Wales, which was the principal trading company
in the group, and Fitbug Inc., a Delaware corporation, which provides customer support to
customers in the United States of America (together “the Group”).

The Group’s principal activity lies in developing and marketing innovative products and services
in the global health and wellness sector.

As explained in the Company’s Annual Report and Accounts for 2015, the Group’s poor
financial performance during 2015 was due largely to the pursuit of a direct consumer retail
strategy that failed to deliver the commercial results anticipated and the Group losing its
trademark dispute against Fitbit Inc. in California in January 2015.

The Company raised investment capital of £3.5m in December 2014. However, the District
Court for the Northern District of California granted summary judgement against the Group in its
trademark dispute against Fitbit Inc. in January 2015. Nevertheless the Company continued to
spend significant amounts during 2015 in pursuing its litigation with Fitbit both in the US and the
UK.

In parallel, it became clear during the first half of 2015 that the Group’s strategy of entering the
intensely competitive consumer retail market for personal fithess devices was flawed. Despite
investing considerable resources, the Group had underestimated the sales and marketing
firepower required to create a visible brand and failed to closely manage sell-through, which
meant that remedial actions such as price adjustments were not taken.

Without intensive brand support, consumer interest in the Group’s products failed to ignite. By
the end of 2015 the Group’s US distributors had received significant returns of unsold stock.
This also led to the Group writing off a significant amount spent on software development for
the consumer market.

Anna Gudmundson was appointed Chief Executive of the Group on 27 August 2015 and a
turnaround strategy was embarked on to reposition the Group from being a supplier of cost-
effective fitness trackers into a provider of digital technologies to help people improve their
general health and wellbeing.

. On 4 September 2015 Fergus Kee, Executive Chairman, stepped down from the board. Ann

Jones, Sales Director, left the business on 16 October 2015. Donald Stewart was appointed
Chairman on 30 November 2015 while Paul Landau, Chief Executive of Fitbug Limited, left the
Group on 31 December 2015. Dr. Mark Ollila was appointed as a non-executive director on 11
January 2016. Both Alan Fisher and David Turner, non-executive directors, resigned on 29
June 2016 while Tyler Tarr was appointed part time Finance Director. Richard Goodlad joined
the board as full time Finance Director and Heidi Steiger was appointed an additional non-
executive director to the Company on 8 November 2016 when Tyler Tarr resigned from the
board.

. The Directors believed that corporate wellness was a significant target market for the Group’s

wellness technology. The Group provided both personalised programmes and corporate
engagement activities combining trackers with enterprise software to make employee uptake
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and engagement measurable for the corporate client. The Directors believed that this strategy
would deliver higher yields through providing long-term, repeated services as opposed to initial
hardware sales alone. In addition the Directors believed that this B2B focus would result in
lower customer acquisition costs and inventory exposure.

. In addition the Directors believed they had identified a low cost entry point to market, via

relationships with strategic partners. In South-East Asia the Group secured a partnership with
Willis Towers Watson, the risk management and human resource consulting professional
services company. In the UK, the Group worked with Punter Southall, leading actuaries and
actuarial consultants specialising in advice for company pensions, pension trustees and
employee benefits.

. The Group raised £1,015,000 during 2015 by issuing further equity in August 2015. It also

secured £1,300,000 in new loan agreements with NW1 Investments Limited (NW1), comprising
£650,000 in August and £650,000 in December 2015, at an interest rate commencing in
January 2016 of 2.5 per cent above the Bank of England’s base lending rate, payable quarterly
in arrears.

. The Group experienced an encouraging start to trading in 2016 with Q1 sales in the Corporate

Wellness sector significantly increased over like-for-like sales in Q1 of 2015. In addition the
Group’s legal dispute with Fitbit was settled in February 2016. However revenues in the
second half were significantly lower than the first half which was largely attributed to
unanticipated delays in the implementation of their plans by a small number of major
customers.

. During 2016, as part of the Group’s significant cost savings measures, the number of

permanent staff was reduced by two-thirds and much of the Group’s support functions,
including finance, payroll, IT support and HR, were outsourced.

. Fitbug’s financial results for the year ended 31 December 2016 showed revenues of

£1,077,000 (31 December 2015: £1,259,000) and a loss after tax of £3,536,000 (31 December
2015: loss £6,303,000). Fitbug’s cash balance at 31 December 2016 was £23,000 (2015:
£698,000). See section 2 below for financials.

. On 25 July 2016 the Group raised £2,611,066 by way of a placing and open offer, underwritten

by NW1, issuing 613,916,438 new ordinary shares at 0.25p per share to raise £1,534,791 and
new loan notes for the balance of £1,076,275. In addition £8.4m of debt was converted into
336,000,000 ordinary shares issued at 2.5p per share. The new loan notes had transferrable
rights to subscribe for up to £1,076,275 of Fitbug ordinary shares at 0.25p per share for five
years provided exercise would not result in the holder or any person with whom the holder is
acting in concert (as defined in the City Code) holding, in aggregate, over 49.9 per cent of the
then issued share capital.

. The Company raised a further £1m through a placing of 500 million new ordinary shares at 0.2

pence per share on 25 January 2017.

. On 15 May 2017 the Company announced that it had agreed to issue convertible unsecured

loan notes with a term of three years, to raise up to £1.125 million (before expenses) (“Notes”),
to Belastock Capital L.P. (“Belastock”), an overseas based institutional investor. The Notes
were to have an aggregate nominal value of up to £1.25 million and would be issued at a 10
per cent discount to nominal value in up to four tranches. On conversion of the notes into new
ordinary shares in the Company, the Company was also to issue Belastock with one warrant for
each share arising. The first tranche of £350,000 in nominal value of Notes to raise £315,000
(before expenses) was issued on 15 May 2016, the net proceeds of which were £297,500.

The issue of each of the subsequent tranches of Notes was conditional upon, among other
things, the closing bid price of the Company’s ordinary shares (as reported by Bloomberg) not
being below £0.001 (0.1 pence) for any five consecutive trading days on or prior to the relevant
issue date.
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This condition was not met at the close of business on 12 June 2017. Following discussions
with Belastock, the Company announced on 13 June 2017 that Belastock had confirmed its
ongoing support for the Company and that it was the then current intention of Belastock to
subscribe for the remaining tranches of the Notes as outlined on 15 May 2017. The second
tranche of the Notes, which would have raised approximately £255,000 (net of expenses), was
due to be issued in mid July 2017.

On 18 July 2017 the Company announced that Belastock had informed the Group that, due to
the continued recent falls in the Company's share price, particularly since 13 June 2017,
Belastock was not going to proceed with the three further tranches of the Notes announced on
15 May 2017 which would have raised £765,000 (net) for the Company over the following four
months.

The Notes were a key part of the Company's plans for short term development capital and the
withdrawal of this support meant the Company suffered a significant and unexpected shortfall in
its available working capital.

As a result the Company also announced that it had suspended trading in its shares on AIM
with effect from 7.30 am on 18 July 2017 pending clarification of its financial position.

Since then the Directors have explored various avenues to secure replacement funding to
continue the business. As announced on 18 July 2017, the Company has been in dialogue
with NW1, its largest shareholder and senior secured creditor, and other parties. Despite there
being interest from a number of parties, there has been no proposed solution which would have
enabled the Group to continue with the business. Although the Company had announced a
number of new contracts with a variety of corporate customers including a global financial
services company, a consumer goods company and a successful case study with MTR
Crossrail and was experiencing healthy interest in the Group’s products with a continuous flow
of enquiries and conversations with direct and indirect customers, the Directors concluded that
the length of time required to convert potential customers into sales had proved too long for the
working capital resources available to the Group.

The unexpected shortfall in the Group’s working capital meant that Kin Wellness Limited, the
Company’s principal trading subsidiary, also sought purchasers for its business and assets. In
order to facilitate a sale of the business, the director of Kin Wellness appointed Simon Harris
and Ben Woodthorpe of ReSolve Partners Limited as administrators to Kin Wellness. The
appointment took effect from 30 August 2017. On 8 September 2017 the Administrators
completed the sale of the business and certain assets of Kin Wellness Limited to SMG
Investment Holdings Pty Ltd an Australian company based in Brisbane, ("SMG") for an
aggregate cash consideration of £50,000.

With effect from the appointment of administrators by Kin Wellness Limited on 30 August 2017,
the Company has become a “Rule 15 Cash Shell” under Rule 15 of the AIM Rules for
Companies. Within six months of becoming an AIM Rule 15 cash shell, the Company must
make an acquisition or acquisitions which constitute(s) a reverse takeover under Rule 14 of the
AIM Rules for Companies. In the event that the Company does not complete a reverse
takeover under AIM Rule 14 within six months, the Exchange will suspend trading in the
Company’s shares pursuant to AIM Rule 40. Trading in the Company’s Ordinary Shares on
AIM is currently suspended.

To preserve some prospect of future value for creditors and shareholders, the Directors have
appointed Peterhouse Corporate Finance Limited (“Peterhouse”) to raise up to £1m of new
funds for the Company by way of a placing of new shares in the Company (the “Placing”).

The Placing will be conditional on:

1.291. the Company’s existing shareholders in General Meeting granting the Directors
authority to issue the necessary numbers of new shares;



1.30.

1.31.

1.32.

1.33.

1.34.

1.35.

21.

1.29.2. the Company Voluntary Arrangement proposed in this document being approved
by creditors; and

1.29.3. the current suspension of trading in the Company’s Ordinary Shares on AlIM being
lifted.

The objective of the CVA is to provide unsecured creditors with equity to participate in the
future potential value of the Company.

In the event that Peterhouse raises £1 million pursuant to the Placing, the new shares
proposed to be issued pursuant to the Placing are expected to represent approximately 80 per
cent of the enlarged issued share capital of the Company following implementation of the
Company Voluntary Arrangement proposed herein and the Placing. In addition the Company
also expects to issue one warrant to subscribe for an ordinary share for every four shares
subscribed for by investors at a price equal to four times the placing price.

The Directors first met with ReSolve Partners Limited, insolvency practitioners, on 27 July
2017. Since that time information has been collected together to prepare this proposal to all
unsecured creditors.

It is apparent from the Statement of Affairs shown at Appendix Il that if the Company were now
placed into Creditors Voluntary Liquidation, neither preferential nor unsecured creditors would
receive any dividend at all as the only significant asset of the Company is its shareholding in
Kin Wellness Limited. As mentioned in paragraph 1.26 above, Kin Wellness Limited has been
placed in administration and its business and assets have been sold for an aggregate cash
consideration of £50,000. It is clear that the liabilities of Kin Wellness Limited exceed the value
of its cash resources and the consideration received from the sale of its business and assets
with the result that there is no likelihood of a dividend to the shareholders of Kin Wellness
arising in the course of the administration.

On a liquidation it can be seen from that same statement that NW1, the Company’s only
secured creditor, would not recover any monies.

It is in light of the certainty that unsecured creditors would receive nothing on a liquidation of
the Company that the proposals set out in section 8 are made.

Financials

Set out below are abbreviated details of the Company’s historic statutory balance sheets and
income statements. Please note the income statements are stated on a consolidated basis:



Kin Group Plc As at
Statement of financial position 31-Dec-16

Audited
£000

Non-current assets 1,171 1,171

Current assets

Trade and other receivables 62 72
Cash and cash equivalents 8 456
70 528
Current liabilities
Trade and other payables (178) (50)
Borrowings (75) (575)
(253) (625)
Non-current liabilities
Borrowings (1,915) (1,915)
Net liabilities (927) (7,665)
Equity
Share capital 3,764 2,815
Share premium accounts 13,543 4,715
Retained deficit (18,234) (15,195)
Total equity (927) (7,665)

Source: Annual reports

Kin Group Plc Year ended Year ended
Consolidated statement of comprehensive income 31-Dec-16 31-Dec-15
Audited Audited
£'000 £'000
Revenue 1,077 1,259
Cost of sales (749) (647)
Gross profit before exceptional items 328 612
Exceptional write back of obsolete inventory 146 (736)
Exceptional write back of returns provision 106 -
Gross profit and loss 580 (124)
Operating and administrative expenses - normal (4,134) (5,241)
Operating and administrative income/(expenses) - exceptional 49 (1,162)
Finance income - 2
Finance costs (203) (5)
Loss before taxation (3,708) (6,530)
Income tax (R&D tax credits) 172 227
Loss for the year and total comprehensive income (3,536) (6,330)

Source: Annual reports
Note: the income statement is on a consolidated basis
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Set out below are abbreviated details of the Company’s recent trading performance for the six

month period to 30 June 2017:

Kin Group Pic
Profit and loss account

Sales
Cost of Sales
Gross Profit

Operating expenses
Non-operating expenses

Net profit

(154,657)
(35,707)

(190,364)

Source: Management accounts

Trading Performance

Kin Group Plc

Balance sheet

Fixed assets

Current Assets

Stock

Fitbug Inc intercompany
Fitbug Limited intercompany
Prepayments

Cash in bank and in hand

Current Liabilities

Accounts payable

Accruals

Former director loans

PAYE

Provision for Fitbug Ltd intercompany
VAT

Wages payable

Long -term Liabilities
Convertible unsecured loan note
NW1 Investment Loans

Net assets

Capital and reserves

Share Capital

Share Premium

Shared Based Payment Reserve
Retained Profit b/f

Loss for the year

Total shareholders' funds/(deficit)

As at 30-Jun-17
Mgmt
£

1,171,238

867

4,039
17,804,113
14,223
1,627

—

17,824,869

(55,254)
(156,037)
(75,000)
(2,319)
(16,628,695)
(33,317)

(3,826)
(16,954,448)

(215,000)

(1,915,275)
(2,130,275)

(88,615)

4,274,422
14,061,043
(125,806)
(18,108,215)
(190,059)

(88,615)

Source: Management accounts

You will note that the Company has historically made losses, which were funded by debt and

equity.

In the last six months there has been a decline in trading as the Group has failed to convert its
pipeline of prospects into revenue.

There have been a number of creditors including Belastock and NW1 Investments who have
converted debt into equity, which has improved the Company’s balance sheet over the past

couple of years.

Solvency

The Company is unable to pay its debts as they fall due within the meaning given by Section
123(1) of the Act, also known as cash flow insolvent, as is evidenced by:

4.1.1. the Company being in arrears with a number of trade creditors, and

4.1.2. the Company being unable to meet current tax liabilities or continuing to meet day
to day trading liabilities.
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The Company has previously obtained short-term finance from external parties in order to
continue trading. However, historic investors are unwilling to invest further at this time.

The Company is also balance sheet insolvent pursuant to Section 123(2) of the Act, whereby
its liabilities are greater than its assets.

Restructuring the business

As discussed in paragraph 1.26 above the Company’s principal trading subsidiary, Kin
Wellness Limited, appointed Simon Harris and Ben Woodthorpe of ReSolve Partners Limited
as administrators with effect from 30 August 2017.

With effect from the appointment of administrators by Kin Wellness Limited on 30 August 2017,
the Company has become a “Rule 15 Cash Shell” under Rule 15 of the AIM Rules for
Companies. Within six months of becoming a Rule 15 Cash Shell, the Company must make an
acquisition or acquisitions which constitute(s) a reverse takeover under Rule 14 of the AIM
Rules for Companies. In the event that the Company does not complete a reverse takeover
under AIM Rule 14 within six months, the Exchange will suspend trading in the Company’s
shares pursuant to AIM Rule 40.

Trading in the Company’s Ordinary Shares on AIM is currently suspended. In the event the
Company Voluntary Arrangement proposed in this document is approved by creditors and
additional funds are raised pursuant to the Placing, the Directors should be able to clarify the
Company’s financial position and, subject to the Company being compliant with the AIM Rules,
an application could then be made to AIM for the suspension to be lifted and trading in the
Ordinary Shares of the Company to be resumed.

Estimated Outcome Statement (‘EOS’)

Attached at Appendix Il is the EOS prepared by the Directors showing a comparison between
the CVA proposal and the only realistic alternative option, being liquidation. In reference to the
EOS, creditors should read the notes to the EOS to fully understand the balances in the
liquidation scenario.

Creditors should be aware that in a liquidation scenario, asset values are extremely likely to
lose a significant proportion of their book value.

CVA objective

The Company has not previously submitted a CVA proposal or entered into a formal
arrangement with its creditors.

| consider that a CVA is desirable because it will preserve the Company as a trading entity and
provide creditors with the potential of a better return than they would receive on the liquidation
of the Company.

This proposal is for a CVA in composition of the Company’s debts in full and final settlement.
Provided that the Company completes the Arrangement successfully, creditors bound by the
Arrangement will not have any recourse against the Company for the balance of their claims
that remain unpaid at the end of the Arrangement.

| consider that if the CVA is not successful the Company will have to consider an alternative
insolvency procedure and that is most likely to be liquidation.

This proposal should be read in conjunction with the standard terms (“the Standard Terms”)
attached at Appendix XI, which have been adapted for corporate use from terms issued by the
Association of Business Recovery Professionals (“R3”) for use in individual voluntary
arrangements. Where there is any conflict between the Standard Terms and these proposals,
these proposals will prevail, but wherever possible conflict has been avoided. Those terms
have not been revised to reflect some of the Insolvency Rules revised by The Insolvency



7.6.

7.7.

7.8.

8.1.

8.2.

8.3.

8.4.

8.5.

8.6.

(England & Wales) Rules 2016 (“New Rules”). In such cases, the new statutory requirements
prevail and terms in the standard documents will be read accordingly. For example, any
references to “meetings” in the standard documents will apply as if they referred to “decision
procedures” under the new rules. Similarly, references to specific rule numbers will be read to
apply to their nearest equivalent under the new rules. Specifically: for rule 1.29, use rule 2.44;
for rule 1.24, use rule 2.38, for rule 1.17A(3), use rule 15.33; for rule 1.3(2), use rule 2.2; for
rules 4.151 — 4.172A, use rules 17.3 to 17.27; for rules 12A.22-23, use rules 15.6(6) and 15.44;
for rules 12A.12-23, use rules 1.41, 1.46, 1.49, 1.50, 15.20, 15.36, and 15.43; and for rule
1.26A, use rule 2.41. When the standard terms are updated to reflect the new rules, the new
terms will apply without the need for a variation of the arrangement.

All references in this proposal to “the insolvency legislation” are to the primary and secondary
legislation governing company voluntary arrangements in force at the date this voluntary
arrangement is approved by creditors, as amended.

The details of the Company’s assets and any security held by creditors over those assets are
set out in the attached Statement of Affairs. All of the Company’s property is excluded from the
Arrangement, as it is assumed there will be no realisations from the Administration of Kin
Wellness.

If the Company is found to have any potential claims for the mis-selling of complex financial
instruments, such as interest rate swaps, those claims shall be part of this arrangement. Any
money received, net of the costs of identifying and pursuing the claim, will be paid into the
Arrangement in addition to the agreed contributions. It is anticipated that any claims company
used to identify and pursue any claims will contract with the Company or the Supervisors and
will deduct their costs from any recoveries before accounting for the balance to the
Supervisors. However, if money is paid direct by a financial institution to the Supervisors they
will be allowed to pay the costs to the claims management company and only retain the net
realisation for the Arrangement. Any claims management company will be employed at typical
industry rates. We do not intend to use a claims management company that has any
connection with the Supervisors or any associated companies and if that were to be considered
in future their fees would require approval as a variation to this arrangement.

Proposal (Rule 2.3 of the New Rules)

It is proposed that the amounts due to each of the unsecured creditors be capitalised by way of
the Company issuing and allotting to each of the unsecured creditors one new ordinary share,
credited as fully paid, for every £0.0001 (0.01 pence) of its outstanding debt. A preliminary
calculation of the number of new ordinary shares proposed to be issued, credited as fully paid,
is set against the name of each such creditor at Appendix IV hereto. Please note these
amounts may be subject to change once the Supervisors have reviewed the claims.

As a result the Directors expect to allot 22,732,387,142 new ordinary shares to unsecured
creditors, credited as fully paid.

The Company’s only secured creditor, NW1, has surrendered its security in respect of its loans
totalling £1,947,553 meaning that it intends to participate in the CVA pari passu with unsecured
creditors.

At the date of this document there are currently 2,031,366,968 ordinary shares in issue.

In the event the CVA is approved and shareholders authorise the Directors to allot shares
pursuant to the Placing, it is expected that the enlarged issued share capital of the Company
will comprise 124,763,754,110 ordinary shares.

The new ordinary shares to be issued to creditors pursuant to this CVA shall rank pari passu in
all respects with the existing ordinary shares of the Company in issue and completion of this
CVA will be conditional on admission of such new ordinary shares to trading on AIM.
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Liabilities, antecedent transactions, duration, claims and distributions
Secured creditors

NWH1 is the only secured creditor. NW1 has the benefit of a fixed and floating charge over the
assets and undertaking of the Company. As mentioned in paragraph 8.1 above, NW1 has
surrendered its security in order that it can take part in the CVA on a pari passu basis with the
unsecured creditors.

In addition at the date of this document NW1 holds 506,000,000 ordinary shares in the
Company. A further 70,000,000 ordinary shares are held by Kifin, a company connected with
NW1.

In the event the CVA is approved and the conditions set out in paragraph 1.29 are met, NW1 is
expected to own or control an aggregate of 20,051,534,529 ordinary shares amounting to
16.07% of the enlarged issued share capital of the Company.

Preferential creditors

There are no known preferential creditors.

Unsecured creditors

Pre CVA unsecured creditors will rank pari passu for payment. Any such claims which have
been inadvertently omitted from the attached Statement of Affairs or the Arrangement and
whose total debts do not exceed 10 per cent of the aggregate of all claims lodged will be invited
to claim in and be bound by the arrangement. This is subject, however, to the proviso that the

allotment of ordinary shares arising on completion of the CVA has not already been made.

In the event of this CVA failing, then post CVA unsecured creditors will have a claim as ordinary
unsecured creditors ranking equally with pre CVA unsecured creditors.

Associated creditors

Those creditors "associated" with or "connected" with the company within the meaning of
Sections 435 and 249 of the Act respectively are set out in detail below:

9.7.1. Ruscombe Management Services Limited, a company of which | am a director;
and
9.7.2. Heidi Stieger, Mark Ollila and me, all being directors of the Company, in respect of

arrears of directors’ fees.
Prescribed Part
The Prescribed Part is dealt with in the EOS at Appendix Il but is not applicable in a CVA.
Antecedent transactions

There are no claims in respect of antecedent transactions, as defined by the insolvency
legislation.

Duration

Creditors other than HMRC not submitting claims within one month of the decision procedure to
approve the proposal will be excluded from participating in receiving shares in the Company.

It is proposed that the CVA last until the new ordinary shares to be issued pursuant to the
proposal set out in paragraph 8.1 above be admitted to trading on AIM.



9.12.

9.13.

9.14.

9.15.

9.16.

10.

10.1.

10.2.

10.3.

10.4.

Claims and distributions

A reconciliation is shown at Appendix Il detailing the total amount to be realised into the
Arrangement less the costs of the Arrangement, to provide the net figures being the amount
distributable shown above.

Any creditor who has not lodged his claim having received 14 days’ notice will be excluded
from the dividend.

Unsecured creditors who prove in the CVA, but who are unable or do not wish to hold shares in
the Company for any reason should notify the Nominee/Supervisor forthwith and, in any event,
on or before close of business on the day before the date of the General Meeting on 020 7702
9775 or Matthew.Donohoe@resolvegroupuk.com .

Conditionally on:

9.15.1. the proposal set out in paragraph 8.1 above being approved by creditors and
shareholders;

9.15.2. the Placing being approved by shareholders;

9.15.3. the new ordinary shares arising on the completion of the CVA, and the Placing
being admitted to trading on AIM; and

9.15.4. the current suspension of trading in the Company’s ordinary shares on AIM being
lifted;

Peterhouse Corporate Finance Limited, joint brokers to the Company who have been appointed
to conduct the Placing on behalf of the Company, have offered to use best endeavours to
arrange the execution of a sale to its clients of Ordinary Shares held by unsecured creditors
following completion of the CVA who wish to sell the same at a price of 0.001 pence per share,
the price at which investors in the Placing will subscribe for new Ordinary Shares.

In such event a sale of an unsecured creditor’s entittement to Ordinary Shares at this price
should result in a cash realisation of 10 pence per pound sterling of an unsecured creditor’s
debt (before dealing costs, any applicable stamp duty or stamp duty reserve tax and other
expenses). Alternatively, unsecured creditors are free to retain their Ordinary Shares or sell
them in the market as they see fit.

Contributions and Arrangement Assets

Where at any time during the Arrangement the Company receives any exceptional income,
excluding any proceeds arising to the Company from or in relation to the Placing, that is similar
to a windfall in nature then the Company shall include this additional income as an asset within
the Arrangement. The Company shall disclose the receipt of such monies to the Supervisors
within 14 days of receipt and pay 50 per cent of the amount received to the Supervisors, such
payment to be made before the end of the year of the Arrangement in which the Company
receives the monies.

No third party property is included in this arrangement.
No guarantees are offered in support of this arrangement.

The Directors of the Company do not propose to offer any additional personal guarantees to
creditors in relation to this proposed CVA proposal.



1.

12.

121.

12.2.

12.3.

12.4.

12.5.

12.6.

Notice of Intended Dividend

. The Nominees have attached a notice of intended dividend at Appendix IX of these proposals.

Notice of the intended dividend is being given prior to the approval of the proposals. However
should the proposals not be approved by the creditors there will be no distribution. All creditors
should complete the proof of debt form enclosed at Appendix X and return it before the
deadline for claims of 1.00 p.m. on 25 October 2017. Creditors who fail to return a proof of debt
before that date may be excluded from the first and final dividend. It is the creditor’s obligation
to comply with this deadline.

. Please note this provision for proving in the CVA overrides the provisions in paragraphs 50, 51

and 52 in the Standard Conditions for a CVA attached at Appendix XI.
Nominees and Supervisors

Due to the VAT Tribunal decision “Re Paymex”, most CVAs are now exempt from VAT.
Because there are circumstances where standard rate VAT may still apply, we have taken a
prudent approach and included reference to VAT, should it apply, in the proposal terms. If the
situation changes and VAT is again applicable, this will allow the Arrangement to continue as
approved without the additional cost of a variation and the revised outcome will be explained in
any subsequent progress report.

The Nominees are expected to become the Supervisors. They are to be remunerated on a
fixed fee basis totalling £15,000 plus disbursements and VAT (where applicable) for acting as
both Nominees and Supervisors. They will make no charge for their disbursements or
expenses other than those directly attributable to the case, defined as Category 1 expenses in
Statement of Insolvency Practice 9 (SIP 9). The Nominees/Supervisors’ fees will be paid from
the proceeds of the Placing. The Nominees have collected information about the Company’s
assets and liabilities. The Nominees have advised on the available options to deal with the
Company’s circumstances and assisted in drafting these proposals. The Nominees will seek a
decision of creditors to consider approving these proposals and supervise the decision
procedure. This work is necessary to enable the Company to address the financial problems
and allow the proposal of a voluntary arrangement. Some of the work was required by statute
and regulatory guidance, but it directly contributed to the commercial offer being made to
creditors. The fee paid to the Nominees is a fair and reasonable reflection of the work carried
out.

The Nominees and proposed Supervisors are Simon Harris and Ben Woodthorpe of ReSolve
Partners Limited. When carrying out all professional work relating to an insolvency
appointment, Insolvency Practitioners are bound by the Insolvency Code of Ethics. Mr Harris
and Mr Woodthorpe are both licenced to act as Insolvency Practitioners in the United Kingdom
by the Institute of Chartered Accountants England and Wales.

Acts done by the Supervisors may be done by any one or more of them and need not be done
by all of them.

The Supervisors’ main functions will be to agree creditors’ claims and distribute the shares.
Neither the Supervisors, their firm, nor any of their agents or employees shall incur any
personal liability in negligence or otherwise for any act or omission carried out by any of them in
connection with the Arrangement, unless such act or omission constitutes one of dishonesty or
a breach of the Supervisors’ obligations under the insolvency legislation or the Arrangement.
Completion and/or termination of the Arrangement shall not affect the Supervisors’ power to
carry out such of their functions and to exercise such of their powers as are necessary for them
to fully carry out their duties, obligations and responsibilities under the insolvency legislation or
the Arrangement and to resolve such matters as may have arisen during the course of the
Arrangement. The Supervisors shall have the power to do anything necessary to facilitate
these main functions.

The Nominees/Supervisors have agreed to cap their fees at £15,000 plus disbursements and
any applicable VAT. However, should there be a deviation from the proposals the



12.7.

12.8.

12.9.

13.

13.1.

13.2.

13.3.

13.4.

Nominees/Supervisors reserve the right to charge their time on a time-cost basis in relation to
the additional work carried out. In this regard the current charge out rates are:

Staff grade Rate per hour (£)
Partner 510
Director 415
Senior Manager 395
Manager 340
Assistant Manager 305
Senior Administrator 255
Administrator 195
Junior Administrator 145

Time is charged in minimum units of six minutes. If necessary, the Supervisors may seek to
vary or fail the arrangement, but it is currently anticipated that the Supervisors will eventually
conclude the arrangement. This work is necessary to administer the voluntary arrangement.
Some of the work is required by statute and regulatory guidance, but it will contribute to the
payment of the agreed distribution to creditors and the conclusion of this arrangement. This
shows that the fee paid to the Supervisors is a fair and reasonable reflection of the work carried
out.

Any funds received by the Supervisors will be held in a separately designated clients’ account
at a UK bank or in a separately designated ‘leg’ of any aggregated or ‘hub’ account operated by
the Supervisors. These funds must be kept separate from any other estate, clients’ monies or
practice funds and be held on trust for the benefit to the Arrangement creditors. Any funds not
required for the immediate purposes of the Arrangement may be put in an interest bearing
account or otherwise invested as permitted under the insolvency legislation.

Any funds not paid on termination of the Arrangement, whether as a result of unclaimed
dividends, increased payments or windfalls, will be dealt with as follows. Any amount under
£500 will be returned to the Company with a list of those to whom it is due and the Company
will be responsible for accounting to them if they subsequently claim. In the event the
Company has not cashed any cheque six months after it is issued or if the payment is made by
another method and is returned, the Supervisors can donate the money to a registered charity
of the Supervisors’ choice. Any amount over £500 will, so long as the costs of distribution are
not prohibitive, be re-distributed among the remaining creditors until they have been paid in full,
together with statutory interest.

Continued Trading

The Company shall remain solely responsible for the conduct of any future trading of the
business and any liability arising therefrom. Neither the Nominees nor the Supervisors shall
have any personal liability in respect of any future trading activities or any debts or liabilities
incurred from such trading.

The Company shall not incur any liability, other than on normal credit terms with trade suppliers
or otherwise borrow money for the purposes of trading within the period of the Arrangement,
without the express written authority of the Supervisors. In the event that the Company fails to
meet the trading liabilities falling due within the period of the Arrangement, this will constitute a
default.

The Company shall not grant any security for borrowings incurred or otherwise give any
guarantees to any third parties for liabilities arising during the period of the Arrangement.

The Company shall remain responsible for the payment of any taxation liabilities and the
submission of appropriate returns and accounts due to the HMRC arising from the continuation
of trading as they fall due.



14.

14.1.

15.

15.1.

15.2.

15.3.

15.4.

15.5.

15.6.

16.

16.1.

16.2.

EC Regulations

The EC Regulations will apply and, because the Company’s centre of main interests is in
England by virtue of its registered office being there, these proceedings shall be main
proceedings.

Decisions, Variations, Failure and Successful Completion

This Directors’ proposal for a CVA may be amended with the agreement of the creditors at the
forthcoming creditor’s decision date.

We, the Directors, confirm that this document fairly sets out our proposals to the creditors for a
CVA and that, to the best of our knowledge and belief, all statements herein are true.

The Supervisors or the Company may propose variations to the proposal after it has been
approved and these may be considered at a decision procedure convened by the Supervisors
for this purpose.

The Supervisors may convene a decision procedure to resolve any matter under the
Arrangement, to seek the views of creditors, or to vary its terms in accordance with the
standard terms.

In this Arrangement, breach, failure and all similar terms except specific reference to
“termination” will be construed to refer to any event that may lead to the early unsuccessful end
of the Arrangement. This will include, but is not necessarily limited to: any failure by the
Company to co-operate with the Supervisors; any time when the Company falls three payments
into arrears on the Arrangement, not necessarily consecutively; and any failure by the
Company to comply with the terms of this arrangement. In the event of a breach, the standard
terms shall apply.

These clauses deal with the control of the CVA and the Supervisor's duty should the
arrangement be declared a failure.

15.6.1. The arrangement shall be declared a failure if:
(a) the Placing is not completed for any reason; or

(b) the shares to be issued pursuant to the CVA are not admitted to trading on AIM
on or before 8.00 am on 30 November 2017.

15.6.2. If either of the two instances referred to in paragraph 15.6.1 above arise the
Supervisor will immediately:

(a) circularise all creditors and issue a "Certificate of Failure" of the arrangement;
and

(b) apply to the Court for the Company to be compulsorily wound up should the
directors not sign notices to call a creditors meeting under Section 98 of the Act
within seven days of the issue of the Certificate of Failure.

Referral source and any payments made to date

The Company was referred to the Nominees by NW1, the secured creditor of the Company.
The Nominees have received no funds to date. It should be noted that an undertaking has been
provided by certain of the proposed investors to meet the Nominees/Supervisors’ fees, together

with the legal costs for the preparation of a circular to shareholders, in the event that the CVA
should fail.



16.3.

16.4.

17.

17.1.

17.2.

17.3.

17.4.

17.5.

The Nominees/Supervisors’ fee is expected to total £15,000, based on the assumptions that
the Company adheres to the proposal, the Company co-operates fully and the Company’s
equity interest is approximately as disclosed in the attached estimated outcome statement.

Further information on office holder's remuneration and creditors’ rights in voluntary
arrangements can be obtained by visiting the creditors’ information micro-site published by the
Association of R3 at http://www.creditorinsolvencyguide.co.uk/. A copy of ‘A Creditors Guide to
Supervisors’ Fees’ also published by R3, together with an explanatory note which shows
ReSolve’s fee policy are available at the link http://www.resolvegroupuk.com/resources/.
Please note that there are different versions of the Guidance Notes and in this case you should
refer to the latest version.

Proposal terms addressing the requirements of SIP 3.2
A comparison showing the estimated outcomes of the Arrangement and liquidation is attached.

We confirm that the Company has been fully advised of all of the options for dealing with its
indebtedness and that we understand that advice. We confirm that we understand the
consequences of proposing a CVA and the Company is prepared to be bound by the
Arrangement if approved by creditors.

This voluntary arrangement will be binding on any creditor whose claim has been omitted from
it, but who would have been entitled to vote if they had been notified of the decision procedure
held to approve it. On discovering the claim of such a creditor, the Supervisors must send
immediate notice requiring them to give details of their claim as at the effective date. The
Supervisors may use their discretion to exclude such a creditor from dividend if the creditor has
not by then made the claim in writing before the issuance of shares.

We do not expect that a creditors’ committee will be required. Where the creditors elect such a
committee, then its constitution, powers and functions will be in accordance with the standard
terms.

The Company undertakes to provide the Supervisors with any charge or other suitable security,
declaration of trust or power of attorney that they may need to realise the equity interest in any
property or any after acquired asset or windfall for the duration of the CVA with the exception of
the placement of shares.

| understand that these proposals are based on standard proposals used for company voluntary
arrangements and that | am liable to criminal prosecution if | fail to make full disclosure to the
Nominees or Supervisors or disclose false or misleading information to creditors to procure their
agreement to this proposal.

The contents of this proposal are true to the best of our knowledge, information and belief.

{
W

Name: Donald Stewart Date: 4 October 2017

Director, on behalf of the Company



STATUTORY INFORMATION
Company information
Company name:

Previous names:

Company number:

Date of incorporation:
Trading address:
Current registered office:

Principal trading activity:

Officers of the Company
Directors:

Donald Stewart
Anna Gudmundson
Richard Goodlad
Heidi Steiger

Mark Ollila

Share capital

Kin Group Plc
Fitbug Holdings plc
Addleisure plc

RTI Fifteen plc
04466195

20 June 2002

41 Corsham Street, London N1 6DR

Appendix |

6th Floor, Kildare House, Dorset Rise, London EC4Y 8EN

Other business support service activities not elsewhere classified

Appointed:

30 November 2015
27 August 2015

8 November 2016
8 November 2016
11 January 2016

Allotted, called up and fully paid:

2,031,366,968 ordinary shares £0.0001 each

Charges
Chargor Type of charge
BUPA Finance PLC* Debenture
BUPA Finance PLC* Debenture
BUPA Finance PLC* Debenture
The Royal Bank of Scotland PLC Charge of deposit

*Note: This charge has been assigned to NW1 Investments Limited

Resigned:

Created
27-Nov-09
06-Oct-09
01-Apr-09
25-Apr-06

Delivered
03-Dec-09
20-Oct-09
09-Apr-09
28-Apr-06
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STATEMENT OF AFFAIRS
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Appendix Il
ESTIMATED OUTCOME STATEMENT

As at 5 October 2017
Notes Net book value Liquidation CVA
£ £ £
Assets subject to floating charge
Cash at bank and in hand 1 1 1 -
Accounts receivable 2 867 - -
Intercompany - Fitbug Inc. 3 4,039 - -
Intercompany - Fitbug Ltd 4 17,804,113 - -
Investment - Fitbug Ltd 4 1,717,238 - -
Prepayments 5 14,223 - -
14,224 1 -
Office holders fees estimated 6 (25,000) (15,000)
Amounts available for preferential creditors - -
Less: Preferential creditors 7 (3,000) -
Less: prescribed part available for unsecured creditors 8 - -
Balance available for floating charge secured creditor - -
Less: Secured creditors 9 (1,947,553) n/a
Surplus / (shortfall) to secured creditor (1,947,553) n/a
Amount available for unsecured creditors b/d - -
Total unsecured creditors 10 (322,686) -
Surplus / (deficiency) available for shareholders - -
Pence in the £ to unsecured creditors
Preferential creditors 0.00 0.00
Unsecured creditors 0.00 0.0001

Notes

1 Cash at bank and in hand.

2 Accounts receivable have been assumed to be nil in a liquidation and CVA since this is a historic debt and assumed uncollectible.

3 This is an amount due from Kin Wellness Limited subsidiary Fitbug Inc. Fitbug Inc. has no assets and no realisations are expected in a liquidation or
CVA scenario.

4 The Intercompany and investment in Fitbug Ltd (now Kin Wellness Limited) has been w ritten off to nil, since Kin Wellness Limited is in Administration
and no significant realisations are expected in respect of the Administration.

5 It has been assumed that there will be no realisations in respect of prepayments in a Liquidation and they are excluded fromthe CVA.

6 The Liquidators fees have been estimated at £25,000. How ever, there are clearly insufficient asset realisations to cover the costs of the
Liquidation. In the CVA the costs of the Nominee/Supervisor have been capped at £15,000. These fees have been agreed to be paid from the
proceeds of the placing.

7 This is the estimated amount due to the directors in respect of arrears of wages limited to £800 and £200 of accrued holiday each, in the
Liquidation. In the CVA the director will w aive this entitlement.

8 The prescribed part is calculated at 50% of the first £10,000 of net realisations and 20% of the realisations up to a maximum of £600,000, how ever,
since asset realisations in the Liquidation are minimal the prescribed part will not apply. The prescribed part does not apply in the CVA as the
business continues to trade.

9 The amount due to NW1 Investments Limited is secured by w ay of a fixed and floating charge. In Liquidation the secured creditor w ould claim the
full amount due under its debenture. In the CVA the secured creditor is surrendering its security to enable it to vote in the CVA.

10 This is the total amount of unsecured creditors due in the Liquidation. In the CVA scenario all of the unsecured creditors receive equity in the
Company.



SCHEDULE OF ESTIMATED CLAIMS AND ALLOTED SHARES

Trade Payables and employees
SPARK Advisory Partners
Hazelwoods LLP

Ruscombe Management Services Limited
London Stock Exchange

HYBRIDAN LLP

Hewitson Moorhead

Proactive Investors Limited

Montagu Evans LLP

Neville Registrars

Just Disk Ltd

PHS Group

HMRC - PAYE

Employee claims and Directors' fees
Total Trade Payables

Unsecured Loan Creditors

Allan Fisher

David Turner

Alan and David Interest

Belastock Convertible unsecured loan note
NW1 Investment Loan 2009

NW1 Investment Loan 2015

NW1 Investment Loan 2016

NW1 interest

Total Unsecured Loan Creditors

Total Liabilities

Total CVA Shares
Existing Shares

Total Pre Placing Shares
Placing Shares

Total new shares

Total

£17,874.35
£10,080.00
£12,000.00
£9,000.00
£9,600.00
£6,000.00
£5,400.00
£2,694.90
£1,007.29
£816.00
£85.18
£5,310.62

£17,526.60

£97,394.94

£50,000.00
£25,000.00
£3,290.32
£150,000.00
£339,000.00
£500,000.00
£1,076,275.00

£32,278.45

£2,175,843.78

£2,273,238.71

—_—iat

Shares @ 0.01p

178,743,500
100,800,000
120,000,000
90,000,000
96,000,000
60,000,000
54,000,000
26,949,000
10,072,900
8,160,000
851,800
53,106,168
175,266,019

500,000,000
250,000,000
32,903,226
1,500,000,000
3,390,000,000
5,000,000,000
10,762,750,000
322,784,529

22,732,387,142

2,031,366,968

24,763,754,110

100,000,000,000

124,763,754,110

Appendix IV



Appendix V

VOLUNTARY ARRANGEMENTS - CREDITOR’S GUIDE TO INSOLVENCY PRACTITIONER’S
FEES

1. What is a Company Voluntary Arrangement

A Company Voluntary Arrangement (CVA) is a legally binding agreement between a company and its
creditors. Such an agreement proposes that all or part of the debt owed to the company’s creditors
be paid out of future profits or from a controlled disposal of company assets.

The primary objective of such a process is to preserve viable businesses whilst ensuring that creditors
receive a higher return than they would do in the alternative processes such as liquidation or
administration.

During the CVA process, the existing management and directors remain in control of the company.
One or more qualified Insolvency Practitioners (IPs) are appointed by the company to report to
creditors on the proposal, as Nominee, and to monitor the progress of the arrangement as Supervisor
(once approved). The IP must retain independence from the directors and company and owes a duty
to the creditors generally as well as the company proposing the CVA.

The process is set out in the Insolvency Act 1986 (1A86) together with associated legislation and only
persons qualified to act as Insolvency Practitioners may act as the Nominee or Supervisor.

2. When can a CVA be proposed

Insolvent companies that wish to avoid liquidation or administration may be able to use the CVA
process. If a company is unable to pay its debts as they fall due or has liabilities in excess of its
assets then it is insolvent.

It is important that directors of an insolvent company seek professional advice as to the options
available and action that should be taken to avoid subsequent criticism from creditors or appointed
IPs. Failure to take steps to minimise the losses to creditors could render the directors personally
liable for the debts of the company.

CVAs are not appropriate in all circumstances and specific advice should be sought. Some of the
main matters that will be considered when determining whether a CVA is appropriate are:

Is it a viable business that is, or is returning to, profitability;

Is it a better outcome to creditors than in alternative insolvency processes;

Is it a commercially acceptable proposal for repayment — both the timing and quantum;

The reasons for the financial difficulties;

The history of previous problems;

The availability of additional funding;

The relationships with key suppliers/creditors; and

The management team — its reputation and commitment to implementing the restructuring
process.

It is paramount that the interests of creditors are considered at all times and if a CVA is not
considered to be in their interests then a CVA will not be appropriate.

3. Who can propose a CVA
Directors of a company can propose a CVA to the company’s creditors. In certain circumstances a

liquidator or administrator may also propose a CVA (this document does not deal with this type of
proposal).



4. The Proposals
4.1 Basis

Directors typically seek professional assistance in the drafting of the proposals from a firm of IPs (and
potentially a firm of solicitors depending upon the complexity of the proposal). However, the
proposals are signed by the directors and the ultimate responsibility for them rests with them.

The proposals must be accurate and credible. Failure to ensure this is the case may result in
creditors rejecting the proposals, the Supervisor failing the arrangement and placing the company into
liquidation. Any false information or misrepresentation by the directors within the proposals may be
punishable by a fine, imprisonment or both.

The directors must ensure that the proposals are achievable as failure to implement the proposal may
result in the company being wound up. In this respect directors must make realistic projections of
future performance and take into consideration the potential effect of the CVA on its working capital
requirements (e.g. some suppliers may require future supplies to be paid on a pro forma basis).

4.2 Contents

The proposals are a complex legal document containing details of the proposal and setting out the
operation of the CVA. The main items that the document would cover are:

= Background — reasons for the problems, historic financial performance, etc.

= Statement of Affairs — details of the assets and liabilities of the company together with the
realisable values and the expected outcome in liquidation compared to the CVA.

= Proposals - incorporating:

o Level of monthly contributions and method of calculation

o Period for which the arrangement will operate

o Assets to be realised for the benefit of creditors

o Details of any third party funds

o Details of creditors to be included

o Details of any creditors to be excluded and the reasons for this (note secured creditors
must each consent if the proposals will affect their security)

o Whether the business is to continue to trade, any restrictions to be placed upon trade and
the role of the Supervisor in monitoring the ongoing trade

o Whether the business is to be sold as a going concern and how this is to be marketed

o Powers and duties of the Supervisor

o How funds are to be distributed

o How the costs of the CVA are to be met and the basis for the remuneration of the
Supervisor

o Whether a creditors committee is to be formed, its role and functions, and

o Action to be taken in the even of default;

= Future performance — including projections to support the proposals, and
= How the business is to be funded — details of support from the secured lenders and any additional
sources of finance.

Although CVAs vary considerably, the majority are based upon the company making set monthly
payments to the Supervisor for the benefit of creditors, with an additional payment should it meet
certain profit objectives. The term for the arrangement varies with a typical CVA lasting 5 years.

4.3 Key Stakeholders
Although drafted by the directors, the proposals must take account of the requirements of the various

stakeholders in the business. It is usually necessary to discuss the draft proposals with the secured
creditors who fund the business and any key suppliers as well as the company’s shareholders.



The interests of these parties must be considered, although the directors have an overriding
responsibility to the existing creditors of the company.

5. Process

The process for proposing and implementing a CVA is defined by the IA86. A summary of the main
parts of the procedure are outlined below:

5.1 Moratorium

Once the proposals have been drafted, the directors consider whether protection from creditors is
required during the period in the lead up to the meeting of members and decision procedure of
creditors. This is typically required if there are aggressive creditors seeking to enforce their position
through, for example, levying distress or repossessing key assets. In many circumstances the
creditors can be dealt with through clear communication and no moratorium is necessary.

5.2 Small company moratorium

A CVA moratorium is only available to small companies, as defined by the Companies Act 2006. To
be a small company it must fulfil two of the following three requirements:

= Turnover less than or equal to £10.2 million
= Balance sheet total no greater than £5.1million
= No more than 50 employees in the last financial year.

In addition a company may not file for a moratorium if:

An administration is in force

The company is being wound up

There is an administrative receiver in office

There is a CVA in place

There is a provisional liquidator in office

There has been a moratorium in force during the last 12 months and either the CVA has no effect
or the CVA came to a premature end, or

= The company is an insurance company, bank, holding company (unless part of a small or
medium group), party to market or money market contracts, party to capital market arrangements
where issued debt in excess of £10m or public / private partnerships with step in rights.

In order to obtain the moratorium the directors provide the Nominee with the proposal, a statement of
affairs and any other information requested by the Nominee. The Nominee issues a statement
confirming that they consider there is a reasonable prospect of implementation of the arrangement,
there are sufficient funds for the company to continue to trade during the moratorium and that a
meeting of members should be summonsed.

A moratorium becomes effective once the following documents are filed in court:

U The proposal

. A statement the company is eligible

U The Nominee’s statement above, and
. The Nominee’s agreement to act.

The moratorium lasts until the decision procedure of creditors, but no longer than 28 days. During
this time creditors are restricted in exercising their enforcement rights without consent of the Nominee
or the permission of court.

During this period the company must disclose the fact it is subject to a moratorium if obtaining credit
of more than £250 and can only dispose of assets in the ordinary course of business (unless the
Nominee consents).



Should the company not qualify for the above moratorium then the appointment of an administrator
could be considered to protect the company against its creditors. Such an appointment would result
in administrators taking control of the company and making the proposal for a CVA to creditors. Once
approved management would be handed back to the existing directors. The appointment of an
administrator is not covered by this document and requires a different process.

5.3 Endorsement
Once the proposals have been drafted the directors would send these to the IP together with a written
notice of proposal. Where a moratorium has been sought, once filed in court the notice of proposal is

sent to the Nominee.

Upon receipt of this notice the IP would endorse the notice and return it to the directors to confirm that
the IP is willing to act as Nominee.

5.4 Statement of Affairs
The Statement of Affairs, detailing the company’s assets and liabilities must be delivered to the
Nominee within 7 days of the notice of proposal and must have been prepared no more than two

weeks prior to the notice.

This statement must be certified as correct by two or more directors or one director and the company
secretary.

In practical terms this is usually delivered at the same time as the proposal.
5.5 Nominee’s report

Once the above documents have been prepared, the Nominee would then prepare a report on the
proposal covering the following:

= Extent of the investigations conducted by the Nominee into the company’s circumstances

= The basis of the valuations contained in the proposals

= The attitude and co-operation from management

= Extent to which reliance can be placed upon the values of liabilities included in the proposals

= Result of discussions with the secured creditors and other parties upon which the proposals
depend

= History of previous failures

= Alternatives available to creditors and why a CVA is considered more beneficial

= The likely effect of rejection by the creditors

= Details of any transactions that could be challenged in an alternative process, and

Whether the Nominee is of the opinion that:

o The proposals have a realistic prospect of approval and implementation
o A decision procedure of creditors should be summoned to consider the proposals, and
o The proposals are fair to creditors.

A copy of this report would be sent to the company and a copy filed in court together with the proposal
and statement of affairs.

5.6 Convening a decision procedure

14 days’ notice must be provided but the decision procedure must be held within 28 days of filing the
Nominee’s report and must be held on a working day between 10am and 4pm and take into
consideration the convenience of creditors.

Every creditor and shareholder of the company must be circulated. Failure to do so could have
significant implications to both the company and its directors.



5.7 Creditors’ decision procedure

The creditors’ decision procedure is held before the shareholders’ meeting. Creditors may attend and
vote in person or by proxy but they must provide details of their claim against the company.

In order to be approved, an amount equal to or in excess of 75 per cent of the value of creditors
voting (by claim value) must vote for the acceptance of the proposals. In addition, there must be in
excess of 50 per cent in value voting for the proposals when connected creditors are left out of
account.

At this decision procedure there are four potential outcomes;

The proposals are approved

The proposals are approved with modifications

The proposals are rejected, or

The Chairman adjourns the decision procedure for up to 14 days.

Creditors can suggest modifications to the proposals. If these are unacceptable the proposals may
be deemed rejected or discussions with the creditors undertaken to establish a mutually agreeable
solution.

5.8 Shareholders’ meeting

Following the decision procedure of creditors, the shareholders resolve on the proposals. For these
to be approved, a simple majority is required.

Should the shareholders reject the proposals then the decision of the creditors takes precedent,
although shareholders may appeal to court within 28 days.

6. Following appointment
6.1 Report

The outcome of the creditor’s decision procedure and shareholders’ meeting is reported to the
creditors, shareholders, court and the registrar of companies.

6.2 Role of Supervisor
The role of the Supervisor would be set out in the terms of the proposal. Their responsibilities would
include monitoring performance of the business and taking action considered necessary to protect the

creditors’ position. The Supervisor would not manage the business or take on any personal liability.

The company would typically be obligated to furnish the Supervisor with regular management
accounts and information regarding the performance of the business.

6.3 Effect of approval

Once approved, all creditors are bound by its terms whether or not they voted for or against them.
The existing directors continue to manage the company and implement the proposals. There is no
need to disclose the CVA to future contracting parties but care should be taken to ensure that the

company can meet its liabilities as they fall due.

The fact that the company is subject to a CVA is disclosed on Companies House and therefore the
company’s credit rating is likely to be affected by its approval.

6.4 Distribution to creditors
The proposals will set out when creditors receive payments out of the funds paid into the

arrangement. There would typically be interim distributions where it is considered cost effective to
pay funds to the creditors.



6.5 Default

The action required by the Supervisor in the event of a default would be set out in the terms of the
proposal. The Supervisor may be required to petition for the winding up of the company or in certain
circumstances may be able to call a decision procedure of creditors to vary the terms of the proposal.

6.6 Completion
When the company has complied with the terms of the arrangement, it is released from liability in
respect of the creditors bound by it. Therefore any amounts that remain owed to those creditors are

effectively written off.

At this stage the Supervisor would seek to distribute any remaining funds, would file a certificate of
completion and would cease to have any involvement in the company.

7. Disclaimer

The contents of this document are for reference purposes only. This document does not constitute
advice or a recommendation that such a procedure is suitable or appropriate. ReSolve Partners
Limited does not accept any responsibility for losses resulting to any party taking action based upon
this information or for any inaccuracies contained within.

Confidential and specific advice can be obtained by contacting ReSolve Partners Limited.



Appendix VI
NOTICE OF MEMBERS’ MEETING

In the matter of the High Court of Justice and the Insolvency Act 1986

Kin Group Plc (the Company)

NOTICE IS HEREBY GIVEN pursuant to Section 3 of the Insolvency Act 1986 that a meeting of the
members of the Company will be held at the offices of Peterhouse Corporate Finance Limited at New
Liverpool House, 15 Eldon Street, London EC2M 7LD on 24 October 2017 at 10.00am to consider the
following resolution:

1. That the CVA be approved.

Members may vote either in person or by proxy. Proxy forms intended to be used at the meeting (or any
adjournment of same) should be submitted to the Joint Nominees, Simon Harris and Ben Woodthorpe of
ReSolve Partners Limited, 22 York Buildings, John Adam Street, London WC2N 6JU, by 10.00am on 19
October 2017 or at least 48 hours prior to any adjournment of the meeting.

Members are entitled to vote in accordance with their voting rights attached to their shares, in accordance
with the articles of the Company. Member's shares include any other interest they may have as a
member of the Company.

The value of a member for the purposes of voting is determined by reference to the number of votes
conferred by the Company’s articles.

A resolution is passed by members at a meeting of the Company when a majority (in value) of those
voting have voted in favour of it, subject to any express provision in the articles to the contrary.

Appeals:
1. A decision of the convener or chair is subject to appeal by a member of the Company.
2. If the decision is reversed or varied, or votes are declared invalid, the court may order another

decision procedure to be initiated or make such other order as it thinks just but the court may
only make an order if it considers that the circumstances which led to the appeal give rise to
unfair prejudice or material irregularity.

3. An appeal may not be made after the end of the period of 28 days beginning with the day on
which the first of the reports required by section 4(6) or paragraph 30(3) of Schedule A1 was
filed with the court.

4. The person who made the decision is not personally liable for costs incurred by any person in
relation to an appeal unless the court makes an order to that effect.

Members requiring further information regarding the above, should either contact me at ReSolve Partners
Limited, 22 York Buildings, John Adam Street, London WC2N 6JU, or contact Bethany Osmond by
telephone on 020 7702 9775 or by email at bethany.osmond@resolvegroupuk.com.

%\w

Simon Harris
Joint Nominee

Dated: 5 October 2017



Appendix VII

MEMBER’S PROXY FORM

Rule 2.36

Please insert name of
person (who must be 18
or over) or the
Chairman of the
Meeting. If you wish to
provide for alternative
proxy holders in the
circumstances that your
first choice is unable to
attend please state the
name(s) of the
alternatives as well.
Please delete words in
brackets if the proxy
holder is only to vote as
directed i.e. he has no
discretion.

*Please delete as
appropriate

Any other resolutions
which the proxy-holder
is to propose or vote in
favour of or against
should be set out in
numbered paragraphs
in the space provided
below Paragraph 1. If
more room is required
please use the other
side of this form.

This form must be
signed

Only to be completed if
the creditor/member
has not signed in
person

Insolvency Act 1986 - Proxy Form
Proxy for proposed Company Voluntary Arrangement (CVA)
Kin Group Plc

Name of Member

Address

Name of Proxy Holder

1

2

3

| appoint the above person to be my/the member's proxy holder at the
meeting of members to be held at 10.00am on 24 October 2017, or at any
adjournment of that meeting. The proxy holder is to propose or vote as
instructed below (and in respect of any resolution for which no specific
instruction is given, may vote or abstain at his/her discretion).

Voting Instructions for resolutions

1. For the acceptance/rejection* of the proposed CVA (with the following
modifications)

2. For the acceptance/rejection* of Simon Harris and Ben Woodthorpe of
ReSolve Partners Limited be appointed as Joint Supervisors of the CVA

Signature Date

Name in CAPITAL LETTERS
Position with creditor/member or relationship to creditor/member or
other authority for signature




Appendix VIII

NOTICE OF DECISION PROCEDURE (CREDITORS VOTING FORM)

Rule 15.8 Notice of decision procedure by correspondence
Name of Company Company humber
Kin Group Plc 04466195

This Notice is given under Rule 15.8 of the Insolvency (England & Wales) Rules 2016 (the Rules). Itis
delivered by the Joint Nominees of the Company, Simon Harris and Ben Woodthorpe, of ReSolve
Partners Limited, 22 York Buildings, John Adam Street, London WC2N 6JU to the creditors of Kin
Group Plc, 6th Floor, Kildare House, Dorset Rise, London EC4Y 8EN.

It is proposed that the following decision be made (please indicate below whether you are in favour or
against the decision):

Decision (1)

That the directors’ proposal for a CVA in respect of the Company is
approved (with the following modifications). I am *in favour / against

All voting forms and proofs of debt must be completed and delivered to me by the Decision
Date, 23.59 on 23 October 2017, by one of the methods set out below:

By post to: ReSolve Partners Limited, 22 York Buildings, John Adam Street, London WC2N 6JU
By fax to: 0845 094 1160
By email to: bethany.osmond@resolvegroupuk.com

1. Creditors may vote for the amount of their claim at the decision date.

2. Anyone wishing to propose modifications to the proposal should provide them as soon as
reasonably practicable, but in any event by the Decision Date.

3. Creditors may, within five business days of delivery of this notice to them, request a physical
meeting of creditors be held to determine the outcome of the resolution(s) below. Any request for a
physical meeting must be accompanied by a valid proof of debt (if not already lodged). A meeting
will be convened if creditors requesting a meeting represent a minimum of 10 per cent in value or 10
per cent in number of creditors or simply 10 creditors, where “creditors” means “all creditors.”

4. Any application to court in relation to this arrangement should be made to the Companies Court, 7
Rolls Building, Fetter Lane, London, EC4A 1NL.

5. The following information explains creditors’ voting rights, how those voting rights are calculated,
and the requisite majority of creditors for making decisions:

a. In a decision procedure, every creditor, secured or unsecured, who has notice of the
decision procedure is entitled to vote in respect of that creditor’s debt.
b. The convener may call for any document or other evidence to be produced if the convener




thinks it necessary for the purpose of substantiating the whole or any part of the claim.

c. Adebtis claimed if itis:

i. claimed as due from the company to the person seeking to be entitled to vote; or

ii. in relation to a member state liquidator, claimed to be due to creditors in
proceedings in relation to which the liquidator holds office.

d. Votes are calculated according to the amount of each creditor’s claim at the Decision Date

e. A creditor may vote in respect of a debt of an unliquidated or unascertained amount if the
convener decides to put upon it an estimated minimum value for the purpose of entitlement
to vote and admits the claim for that purpose.

f. But in a debt of an unliquidated or unascertained amount is to be valued at £1 for the
purposes of voting unless the convener decides to put a higher value on it.

g. Where a debt is fully secured its value for voting purposes is nil.

h. Where a debt is partly secured its value for voting purposes is the value of the unsecured
part.

i. A decision approving a proposal or modification is made when three-quarters or more (in
value) of those responding vote in favour of it.

j- A decision is not made if more than half of the total value of creditors who are not connected
to the company vote against it, where:

i. a creditor is not connected to the company unless the convener decides that the
creditor is connected with the company;

i. in deciding whether a creditor is connected reliance may be placed on the
information provided by the company’s statement of affairs or otherwise in
accordance with the Rules; and

iii. the total value of the unconnected creditors is the total value of those unconnected
creditors whose claims have been admitted for voting.

6. Appeals:

a. A decision of the convener is subject to appeal to the court by a creditor.

b. If the decision is reversed or varied, or votes are declared invalid, the court may order
another decision procedure to be initiated or make such other order as it thinks just but the
court may only make an order if it considers that the circumstances which led to the appeal
give rise to unfair prejudice or material irregularity.

c. An appeal may not be made after the end of the period of 28 days beginning with the day on
which the first of the reports required by section 4(6) or paragraph 30(3) of Schedule A1 was
filed with the court.

d. The person who made the decision is not personally liable for costs incurred by any person
in relation to an appeal unless the court makes an order to that effect.

Name of Insolvency Practitioners: Simon Harris and Ben Woodthorpe
IP Numbers: 11372 and 18370
Address of Insolvency Practitioners: ReSolve Partners Limited
22 York Buildings
John Adam Street
London
WC2N 6JU
Contact Name: Bethany Osmond
Email Address: bethany.osmondresolvegroupuk.com

Telephone Number: 020 3411 0507



TO BE COMPLETED BY CREDITOR WHEN RETURNING FORM:

Name of creditor

Signature of creditor

(If signing on behalf of a creditor, state capacity e.g. director / solicitor)

If you require any further details or clarification prior to returning your votes, please contact me or
Bethany Osmond at the address above.

4%-\_

Simon Harris
Joint Nominee

Dated 5 October 2017



Appendix IX
NOTICE OF INTENDED DIVIDEND
IN THE MATTER OF THE INSOLVENCY ACT 1986
KIN GROUP PLC (the Company)
NOTICE OF INTENDED DIVIDEND TO UNSECURED CREDITORS
NOTICE IS HEREBY GIVEN that I, Simon Harris, one of the Joint Nominees of the Company,
intend making a first and final dividend to the unsecured creditors within two months of the last date
for proving specified below.
Creditors who have not already proved are required, on or before 1.00pm on 25 October 2017, the
last date for proving, to submit their proof of debt to me at ReSolve Partners Limited, 22 York
Buildings, John Adam Street, London WC2N 6JU and, if so requested by me, to provide such
further details or produce such documentary or other evidence as may appear to be necessary. A

creditor who has not proved their debt before the date specified above is not entitled to disturb the
dividend because they have not participated in it.

%__\_

Simon Harris
Joint Nominee

Signed

Dated: 5 October 2017



PROOF OF DEBT FORM

Appendix X

Kin Group Plc - Proposal for Company Voluntary Arrangement (CVA)

1.

Name of Creditor

Address of Creditor

Total amount of claim, including any Value
Added Tax and outstanding uncapitalised
interest as at the date the moratorium
commenced (see note)

Details of any document by reference to which
the debt can be substantiated. Note the
Nominee may call for any document or
evidence to substantiate the claim at his
discretion

If the total amount shown above includes
Value Added Tax, please show:-

(a) amount of Value Added Tax
(b) amount of claim NET of Value Added Tax

If total amount above includes outstanding
uncapitalised interest please state amount

If you have filled in both box 3 and box 5,
please state whether you are claiming the
amount shown in box 3 or the amount shown
in box 5(b)

Give details of whether the whole or any part
of the debt falls within any (and if so which) of
the categories of preferential debts under
section 386 of, and schedule 6 to, the
Insolvency Act 1986 (as read with schedule 3
to the Social Security Pensions Act 1975)

Category

Amount(s) claimed as preferential £

Particulars of how and when debt incurred.

10.

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

11.

Signature of creditor or person authorised to
act on his behalf

Name in BLOCK LETTERS

Position with or relation to creditor




Appendix XI
STANDARD CONDITIONS FOR COMPANY VOLUNTARY ARRANGEMENTS



