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ABBREVIATIONS

For the purpose of this report the followming abbreviations shall be used

“the Act”
“the Companies”

“the Court”
“Deloitte”
“GCIL”

“the Group”
“Hilco UK”
“HMV”

“HMV Group”
“the Joint Administrators”

wnpen
*m
“the Previous Lending Group

”

“pp"
“Record Shop 1"
“Record Shop 27
“Record Shop 3"
“Record Shop 4"
“the Rules”

“ROT”

“SIP2 (E&W)"
“SIP7 (E&W)"
“SIP9 (E&W)
“SIP13 (E&WY
“SoA”

“SPV"

“Winterhill Largo”

Insolvency Act 1986 (as amended)

HMV Group, Record Shop 1, Record Shop 2, Record Shop 3 and
Record Shop 4

The High Court of Justice, Chancery Division

Deloitte LLP

Goodmans Capital Investments Limited, the current first ranking
securad creditor of the Group

HMV Group plc and its subsidiaries

Hilco UK Limsted, retail restructunng speciahsts

The main brand under which the Group and its predecessor
entities has traded since 1900

HMV Group plc (In Administration)

Nicholas Guy Edwards, Robert James Harding and Neville Barry
Kahn of Deloitte

Thousand

Million

The Royat Bank of Scotland ple, Lloyds TSB Bank plc, Santander
UK plc, The Governor and Company of the Bank of Ireland, DBS
Bank Limited (London Branch), Svenska Handelsbanken AB
{publ), AbbeyNational Treasury Services plc, Credit Suisse
International and Apollo Special Opportunites Managed Account,
L B (being the secured creditors of the Companies at the date of
appointment)

The Prescnbed Part of the company’s net property subject to
section 176A of the Insolvency Act 1986 { as amended)

Record Shop 1 Limited, formerly HMV UK Limited (In
Administration)

Record Shop 2 Limited, formerly HMV Music Lirmited (In
Administration)

Record Shop 3 Limited, formery HMV (IP) Limited (In
Adminstration)

Record Shop 4 Limited, formerly Fopp Entertainments Limited (In
Admimstration)

Insolvency Rules 1986 and the Insolvency (Amendment) Rules
2010

Retention of Title

Statement of Insolvency Practice 2 (England & Wales)
Statement of Insolvency Practice 7(England & Wales)

Statement of Insolvency Practice 9 (England & Wales)
Statement of Insolvency Practice 13 (England & Wales)
Statement of Affairs

Special Purpose Vehicle

Largo Collections Lirnited

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Lirmuted (all in
administration) — Second Progress Report to Creditors for the peniod to 30 November 2013
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INTRODUCTION

Introduction

This report has been prepared in accordance with Rule 2 47 of the Rules to provide the
creditors with an update on the progress of the administrations of the Compames since our
last report dated 14 August 2013 and in accordance with Rule 2 112 of the Rules for the
extension of the penod of the administration by six months by consent of the secured creditor
and preferential creditors {(where applicable)

Given the information previously provided to creditors in our earlier reports, we have not
inciuded detalled background information n respect of the Companies and have focused on
the progress of the administrations subsequent to those reports

The Joint Administrators’ proposals (as deemed approved on 20 March 2013 following the
1ssue of a notice under paragraph 52(1} of Schedule B1 of the Act on 11 March 2013 and the
expiry of 8 business days thereafter) together with a summary of progress in respect of them,
are detalled in section 2 1 below

A schedule of statutory information in respect of the Companies 1s attached at Appendix 1

Details of the appointment of the Administrators

Nicholas Guy Edwards, Robert James Harding and Neville Barry Kahn of Deloitte were
appointed Joint Admiristrators of the Compames by their directors on 15 January 2013

The Court having conduct of the proceedings 1s the High Court Justice, Chancery Division
(case 321, 322, 323, 325 and 326 of 2013)

For the purposes of Paragraph 100(2) of Schedule B1 of the Act, the Joint Administrators
confirm that they are authonsed to carry out all funchons, duties and powers by either of them
jointly and severally

Electronic communication with creditors

In an effort to reduce the costs of the administrations, all future commumications wath creditors,
inciuding updates and progress reports will be posted onto a website, which has been set up
specifically for this purpose The web address is http //www deloitte com/uk/hmv

In respect of Record Shop 2, consent of the Court has been obtained to enable the website to
be updated without the need for further postal communicaton to be given All creditors’
statutory notices will be retained on the website for at least 12 months from being uploaded to
the site Hard copies of any of the correspondence on the website are available on wrnitten
request

HMV Group plc, Record Shop 1 Linmted, formerty HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in
administration) — Second Progress Report to Creditors for the period to 30 November 2013 1
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ADMINISTRATORS’ PROPOSALS

Introduction

At the date of appointment the Joint Administrators had concluded that the Companies had
significant secured and unsecured creditor iabilittes and the first purpose of an admunustration,
as described under paragraph 3(1)(a) of Schedule B1 of the Act of rescuing the company as a
going concern (In other words, a restructunng which keeps the actual entity whole) was not
achievable

Consequently, the Joint Administrators have performed their functions in accordance with the
second objective as set out in paragraph 3(1)(b) of the Schedule B1 of the Act, which 1s to
achieve a better result for creditors than would be obtained through an immediate ligusdation
of the Companies Given Record Shop 3 and Record Shop 4 have limited assets, the Joint
Administrators consider that for Record Shop 3 and Record Shop 4 the purpose of the
administrations may be to the thuird objective, being to make a distnbution to a secured
creditor

Progress on and achievement of the approved proposals

We have summansed below the progress and current status in respect of each of the
approved proposals

Proposal Current status

of the Companies and the settlement of all | Companies
administrative expenses

1 The Joint Administrators continue to | The Joint Administrators continue to manage
manage the affars and any remaining assets | the affars and remaning assets of the

inveshigation into the affars of the | The Insolvency Service
Companies

2 The Jont Administrators contihue with | As part of the Joint Administrators’ statutory
therr enquines Into the conduct of the | duties, an investigaton into the conduct of the
directors of the Companies and continue to | Companies’ directors was completed and
assist any regulatory authonties with therr | confidental reports have been submitted to

4 The Joint Administrators be authonsed to | Mot yet been agreed
distnbute funds to the secured and
preferential creditors as and when clams are
agreed and funds permit and, in relation to
distnbutions to unsecured creditors, If the
Court gqgives permusston folloming an

appropnate application

3 The Joint Administrators be authonsed to | The Joint Administrators have now agreed the
agree the clams of the secured, preferential | clam made by GCIL (see section 4) The
and unsecured creditors against each of the | preferental creditors in HMV Group and
Companies unless the Joint Admirustrators | Record Shop 2 have not yet been agreed
conciude, In therr reasonable opinion, that a | There are no preferental creditors 1n the
company will have no assets avalable for | remaining companies The unsecured creditor
distnibution claims in respect of the Companes have also

HMV Group plc, Record Shop 1 Linited, formerdy HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (ali in
admimistration) — Second Progress Report to Crediters for the penod to 30 November 2013 2




5 That, in the event the creditors of each | No Creditors’ Commitiee was appointed in
company so determmes, at meetings of | respect of any of the Companies

creditors, a Creditors’ Committee be
appointed in respect of each or any company
compnsing of not more than five or not less
than three creditors of that company or
Companies

6 That, if a Creditorss Committee 1s not | The secured crediiors and the preferential
appointed, the secured and preferential | (where applicable) creditors have fixed the
creditors (where applicable) of each | basis of the Joint Administrators’ remuneration
company shall be asked to fix the basis of | iIn accordance with Rule 2 106(5A)(b) of the
the Joint Administrators” remuneration n | Rules by reference to the time properly given
accordance with Rule 2 106{5A)b), to be | by the Joint Administrators and their staff

fixed by reference to the time properly given
by the Joint Admimistrators and their staff in
attending to matters ansing in the
admunistrations, calculated at the prevailing
standard hourly charge out rates used by
Deloitte at the tme when the work was
performed, plus VAT In addition, those
creditors shall also be asked to agree the
Joint Administrators’ expenses of which the
Joint Admunustrators’ expenses for mileage
be calculated by reference to mileage
properly incurred by the Joint Administrators
and their staff in attending to matters ansing
in the administrations at the prevailling
standard mileage rate used by Deloitte at the
time when the mileage s incurred, plus VAT
where applicable

7 That, f a Creditors’ Committee 1s not | The secured and preferenhal (where
appointed, the Joint Administrators’ pre | applicable) creditors have approved the Joint
administration costs, as detalled in secton 5 | Administrators’ pre-admimstration costs

of the Joint Admimistrators’ proposals be
approved

HMV Group ple, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in
administration) — Second Progress Report to Creditors for the penod to 30 November 2013 3




8 That, follomng the realisaton of assets | The Joint Administrators, on conclusion of their
and resoluton of all matters n the | duties, will take steps to finaise the
administrations, and as quickly and efficiently | admirustrations in the most expedient and cost
as I1s reascnably practicable, the Joint | effective manner

Administrators implement the most cost
effective steps to formally conclude the
administrattons  This  may include the
distnbution of funds to unsecured creditors
{provided Court permission 1s obtained) and
then the dissoluton of the Companies or
alternatively, seeking to put each or any of
the Companies Iinte Creditors’ Voluntary
Liquidation ("CvL”) or  Compulsory
Liquidation, depending on which option will
result in a better realisation for creditors

9 That, ff each or any of the Companies
were to be placed into CVL, the Jont
Administrators propose to be appointed Joint
Ligudators and any Creditors’ Committee
appointed will become the Liquidation
Committee pursuant to Rule 4 174A of the
Rules and that the basis of the Jont
Liquidators’ remuneration be fixed by
reference to the time given in attending to
matters ansing in the Liquidatons As per
paragraph 83(7) of Schedule B1 of the Act
and Rule 2 117(A)(2){b) of the Rules, the
creditors may nominate a different person to
be Jont Liqudator(s) provided the
nomination 1s made before the proposals are
approved by creditors For the purpose of
Section 231 of the Act, the Joint Liquidators
will be authonsed to carry out all functions,
duties and powers either jointly or severally

10 In the absence of a Creditors” Committee, | The secured and preferential creditors (where
the secured and preferential creditors of each { applicable) have approved that the Joint
company agree that the Joint Administrators | Administrators be discharged from hability in
be discharged from lability per Paragraph 98 | accordance wath Paragraph 98 of Schedule B1
of Schedule B1 of the Act immediately upon | of the Act, immediately upon the Joint
the Joint Admunistrators filing their final report | Administrators  fiing  their  final report to
to creditors and vacating office creditors and vacating office

Further information 1n respect of the realisation of assets, the staius of habilites and the
estimated outcome for creditors 1s contained n the following sections of this report

HMV Group ple, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, farmerly Fopp Entertanments Limited (all in
administration) — Second Progress Report to Greditors for the penod to 30 November 2013 4
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ADMINISTRATORS’ RECEIPTS AND PAYMENTS ACCOUNTS

Introduction

Attached at Appendix 2 are receipts and payments accounts for each company covenng the
perod from 15 July 2013 to 30 November 2013, together with cumulative details of the
transactions from the date of appointment in accordance with SIP7 (E&W)

In this section, we have summansed the main asset realisations dunng the pertod covered by
thus report and the assets yet to be realised

Please note, whilst Record Shop 1 has received montes in respect of a number of assets (as
shown in Appendix 2}, due to the existence of an agency agreement between Record Shop 1
and Record Shop 2, these sums are due to Record Shop 2 and will be transferred in due
course

Asset realisations

As previously reported, folloming an initial assessment of the Companies’ financial position
and on-going business prospect, the Joint Administrators decided to continue to trade the
business in the short term 1n order to facilitate a sale of the business to maximise realisations
for the benefit of creditors

Followang their appointment, it became apparent to the Joint Admimistrators that although the
HMV-branded stores and Fopp-branded stores were purportedly traded by different legal
entihes, in practice, all trade of the Companies was transacted through Record Shop 2
Accordingly, throughout the appointment, the Joint Administrators have treated all trade
refated assets and transacttons as enginating in Record Shop 2, as reflected in the receipts
and payments account provided at Appendix 2

At the date of the Joint Administrators’ appointment, Record Shop 2 held ¢ £85m of retail
stock (at cost) in its stores and warehouse location A sigrificant proportion of this stock was
either subject to retention of title clams or to consignment terms and conditions Immediately
followming therr appointment, the Joint Administrators entered into negotiations wiath the
relevant suppliers, which enabled them to continue to trade the business whilst a sale of the
business was sought

During the trading period, the Joint Administrators undertook a review of the performance of
the stores and concluded that certain stores within the business were nct financially viable
Accordingly, between 15 January and 5 April 2013, 84 stores were closed

On 5 Apnl 2013, the vast majonty of the business and assets of the Companies were sold to
HMV Retall Limited and the Joint Administrators ceased to trade the business As part of the
sale, 2,643 employees were transferred to HMV Retall Limited

A trading account prepared on a cash flow basis, for the penod from 15 July to 30 November
2013 and from the appointment date (15 January) to 30 November 2013, i1s attached at
Appendix 2 The Joint Administrators are still in the process of setthng trading costs which wall
further reduce the current trading surplus There has been a reduction In the trading surplus of
£3 5m between 15 July and 30 November 2013 due to liabiliies being settled

HMV Group ple, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in
administration) — Second Progress Report to Creditors for the penod to 30 November 2013 5
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Record Shop 1 — Other asset realisations

Following a review of the store portfolio, the Joint Administrators identified a number of leases
which could be assigned or surrender for value In the penod to 30 November 2013, a total of
£145k has been recewved in consideration of lease surrenders or assignments to third parties
There has also been an insurance refund of £78k received dunng the penod

Both amounts will be transferred to Record Shop 2 in accordance with the agency agreement
detailed above

Record Shop 2 — Other asset realisations

As previously reported, it was agreed between the Joint Administrators and the Companies’
merchant services provider, that all but £1 5m of previously withheld amounts would be
transferred to the Companies to cover future chargebacks and fees fating due i or relating to
the administration trading account Te date, £1m of chargebacks and fees have been set off
agamnst the £1 5m of sale receipts held by the merchant provider and the Joint Administrators
have recently secured a cash receipt of £0 4m from the remaining £0 5m balance

Followming a review of the store portfolio, the Joint Administrators identified a number of leases
which could be assigned or surrender for value In the penod to 30 November 2013, a total of
£2 6m has been recewed in consideration of lease surrenders or assignments to third parties

Rates refunds of £99k (in addition to a further £422k in Record Shop 1) have been received
duning the penod 15 July to 30 November 2013

The Joint Administrators consider the vast majonty of asset reahsations in Record Shop 2 to
have been completed As part of the sale of the business and assets to HMV Retall Limited on
5 April 2013, a number of stores leases required assignment to the purchaser To date, 69
lease assignments have been completed and Record Shop 2 will continue to charge HMV
Retail Limited a licence fee for therr occupation of the stores where an assignment 1s still
being negotated Dunng the penod, Record Shop 2 has received £6 1m n licence fee
income

HMV Group - Shareholdings

As previously reported, at the date of appointment, HMV Group held a number of
shareholdings The Administrators continue to assess possible options for HMV Group’s
shareholding in 7Digital Limited, which continues to trade

Estimated future realisations

Actions to realise additional assets, such as outstanding claims against third parties and
deferred consideration in respect of the sale of the Group's shareholdings, continue to be
investigated

The deferred consideration of ¢ £3 3m due in respect of the sale of MAMA Group 1s payable in
December 2013

HMV Group plc Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shep 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in
admimistration) — Second Progress Report to Creditors for the period to 30 November 2013 6
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DISTRIBUTIONS TO CREDITORS

Secured creditors

As previously reported, the clam of the Previous Lending Group was £127 2m which was
reduced to £110 3m after set off of the £16 9m cash balances on appointment The Joint
Administrators have agreed the Previous Lending Group's claim at £110 3m (shown as
£109 6m in the directors’ Statement of Affairs)

In February 2013, the Previous Lending Group’s secured debt was purchased by GCIL

Please note that that File Figure 30 Limited 1s the secunty trustee for GCIL, not the first
ranking secured creditor as indicated in our previous report

Since our last report, further distnbutions totaling £3 4m have been made to GCIL as detailled
at Appendix 2

in addition to GCIL, there are two other secured creditors, the Group's defined benefit pension
fund and EMI Group plc, both of whom benefit from subordinated secunty nghts in respect of
the Group These secured creditors rank behind GCIL for the purposes of distnbuticns and
the Joint Administrators do not estimate that either creditor will receive a distnbution

It 1s currently considered unhkely that GCIL will be repaid in full from asset realisations

Preferential creditors

Preferential claims are currently estimated to be as follows

Company Directors’ SoA (£} Estimated (£}
HMV Group 40,000 54,584
Record Shop 2 1,400,000 406,777

It 1s currently forecast that the preferential creditors of HMV Group and Record Shop 2 will be
paid in full Record Shop 1, Record Shop 3 and Record Shop 4 do not have any preferential
creditors

Prescribed Part

The Prescnbed Part (section 176A of the Insolvency Act 1986 (Prescribed Part) Order 2003)
applies where there are floating charge realisations, net of costs to be set aside for unsecured
creditors For any company, the prescribed part fund equates to

¢ 50% of net property up to £10,000,
+* Plus, 20% of net property in excess of £10,000
* Subject to a maximum of £600,000

The Joint Administrators antcipate that there could potentally be the maxmum PP
(£600,000) available for distnbution to unsecured creditors in Record Shop 2 A PP fund may

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all i
administration) — Second Progress Report to Creditors for the peniod to 30 November 2013 7
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also be avalable in HMV Group, however, whether this will be the case cannot yet be
estimated as the level of floating charge reahsations ts unknown

It 1s unlikely that there will be sufficient floating charge realisations to enable a distnbution
under the PP in respect of Record Shop 1, Record Shop 3 or Record Shop 4

As detatled in the Joint Administrators’ proposals dated 11 March 2013, there 1s an agency
agreement between Record Shop 1 and Record Shop 2 The effect of the agency agreement
1s that habilihes that purport to be owed by Record Shop 1 under contracts with third parties
are likely to be habthties of Record Shop 2 If a person/company with a claimm against Record
Shop 1 was unaware of the agency agreement that person/fcompany may elect to claim
against Record shop 2 (as principle under the agency agreement) Further information on how
to submit a claim can be found at Section 4 5 of this report

Unsecured creditors

The Companies’ unsecured creditors’ as at 15 January 2013, per the directors’ Statements of
Affairs {(excluding any shortfall to floating charge holders), together with details of the claims
received to date 1s summansed in the table below

Company Directors’ SoA (£) | Claims received to date (£}
HMV Group 88,843,000* 1,920,893
Record Shop 1 - 8,575,980
Record Shop 2 146,573,000 151,947,030
Record Shop 3 23,000 111
Record Shop 4 1,630,000 518,103
Total 237,069,000 162,962,117

*Amount includes hiabilities to the Group’s estimated pension deficit and intercompany balances

It 1s not anticipated that a dividend to the unsecured creditors of any of the Companies will be
possible, with the exception of the PP detalled above

HMV Group plc, Record Shop 1 bimited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMVY Music Limited,
Record Shop 3 Limited, formerly HMV ({IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited {(all in
adrministration) — Second Progress Report to Creditors for the period to 30 November 2013 8




4.5 Claims process

Due to the possibility of distnbutions to unsecured creditors under the PP from HMV Group
ang Record Shop 2, in the event you may have a clam, you are requested to submit the
relevant Proof of Debt form(s) to the address on the front of this report

Proof of Debt forms are available to download from hitp //www dejoitte com/uk/hmy

As detailed in Section 4 3, if you believe you have a clam against Record Shop 1, you may
elect to clam against Record Shop 2 and, as such, you should complete the Record Shop 2
Proof of Debt form

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited {alf in
administration} — Second Progress Report to Creditors for the period to 30 November 2013 9
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OTHER MATTERS AND INFORMATION TO ASSIST CREDITORS

Extensions to the initial appointment period

The Joint Admimstrators are seeking the consent of the secured and preferential creditors
{where applicable) to extend the administrations for a period of six months from 14 January
2014 The extensions will allow negotiations to continue regarding the realisation of
shareholdings and other assets, and facilitate the completion of vanous lease assignments

SIP2 - Initial Assessment of Potential Recoveries

As previously advised, we are obliged to review all of the information available to us and
conduct an inihal assessment of whether there are any matters that might lead to a recovery
for the benefit of creditors of the Companies This inittal assessment includes making
enquiries into any potental claims that may be brought against parties either connected to or
who have had past dealings with the Companies

Having completed this review, we dentified no further avenues of recovery If you have any
information that you feel we should be made aware of in relation to the above, please contact
us as a matter of urgency :

Exit

The Joint Administrators, an conclusion of theirr obligatons, will take steps to finalise the
adminestrations in the maost expedient and cost effective manner

As there will be no distnbution to unsecured creditors (other than by virtue of the PP), the
Joint Admirustrators have sought their discharge from hability in respect of any actions as
Administrators pursuant to paragraph 98(1) of Schedule B1 of the Act from the secured
creditor and preferential creditors (where applicable), which has been granted, and will take
effect immediately upon the Joint Administrators’ filing their final report to creditors

SIP13 (E&W) — Transactions with connected parties

As previously reported, save for the intercompany relationship potentially ansing from the
trading of the Record Shop 4 stores by Record Shop 2 and interaction caused by the agency
agreement between Record Shep 2 and Record Shop 1, the Joint Administrators are not
aware of any additional transactions that have taken place that should be disclosed to
creditors in accordance with SIP13 (E&W)

Should creditors have information regarding transactions with connected parties, they should
forward details in wnting to the Joint Administrators to the address on the front of this report

EC Regulations

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

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limuted, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (iP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limnted (all in
administration) — Second Progress Report to Creddtors for the period to 30 November 2013 10




6 PRE-ADMINISTRATION COSTS

Included within the Joint Admimistrators’ proposals dated 11 March 2013 was a statement of
pre-admirustration costs, In accordance with rule 2 33(2)(ka) of the Rules

The Joint Adrmnmistrators sought approval of these costs from the secured and preferental
creditors (where applicable), which was granted by the secured creditors and the preferential
creditors on 9 Apnl 2013 This remuneration has not yet been drawn

Company Time Costs (£) Expenses (£)
HMV Group 16,120 -
Record Shop 1 2,770 -
Record Shop 2 58,633 1,925
Record Shop 3 570 -
Record Shop 4 570 -
Total 78,753 1,925

HMV Group ple, Record Shop 1 Limited, formerdy HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in
administration) - Second Progress Report to Creditors for the penod to 30 November 2013 11




7. ADMINISTRATORS' REMUNERATION AND EXPENSES

71 Administrators’ Remuneration

7.11 Basis of Remuneration

The basis of the Joint Administrators’ remuneration, per company, was fixed on 9 Apnl 2013
by the secured and preferential creditors (where applicable) by reference to the time properly
given by the Joint Administrators and their staff in attending to matters ansing In the
admunistration, calculated at the prevailing standard hourly charge out rates used by Deloitte

at the time when the work 1s performed plus VAT

7 1.2 Remuneration

15 July to 15 January to
30 November 2013 30 November 2013

Company Time costs | Hours | Average Fees | Totaltime | Total fees
incurred (£) charge | drawn costs drawn

out rate (E) (£)

(€)

HMV Group plc 116,811 216 540 Nit 835,464 Nil
Record Shop 1 |, 19,559 51 381 Nl 120,514 Nil
Record Shop 2 1,220,207 | 2,493 489 Nil 9,894,829 4,528,809
Record Shop 3 13,125 25 534 Nil 35,661 Nit
Record Shep 3 8,617 20 435 Nil 29,151 Nil

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertamments Limited (alt in

administration) — Second Progress Report to Creditors for the period to 30 November 2013 12




Please refer to Appendix 3 where the work, for all Companies, has been categonsed into the
followang task headings and sub categones

. Administration and planning includes case planmng, case set-up, notification of
appointment, maintenance of our case files and insolvency case record, statutory
reporting, comphliance, cashiering and accounting

. Investigations includes investigating the Company's affars and in particular any
antecedent transactions and also reporting on the conduct of its directors

. Realisation of Assets includes identifying, secunng and insunng assets, sale of
business, transition of contracts, property 1ssues, collection of debts, and realisation of
other assets

. Trading includes planning, identifying strategy, preparation of trading forecasts,
monitoning of perfformance against the forecasts, managing operations, deating with
retention of title claims, dealing with supplier and landlord 1ssues to ensure continuity
of operations, accounting and employees (including pensions and other staff
benefits)

. Creditors includes set-up of creditor records, creditor communications, preferential
claims, unsecured claims, secured and employee clams

. Case specific matters includes pensions, VAT and taxation matters

“A Creditors’ Guide to Remuneration” 1s available for download at www deloitte com/uk/sip-9-
england-and-wales

Should you require a paper copy, please send your request in wrnting to the Joint
Administrators at the address on the front of this report and this will be provided to you at no
cost

Expenses

The Joint Administrators’ expenses and category 1 disbursements incurring dunng the pernod
of this report are as follows

Nature of Expense Total Incurred
(£)
Accommodation 799 53
Subsistence 3,286 86
Third Party Recharges 29,100 88
Travel - Taxi 1,165 18
Travel - Train 539 58
Total 34,892 03

All expenses have been incurred in Record Shop 2

No expenses or disbursements have been billed and paid dunng the penod

HMV Group ple, Record Shop 1 Limited, formery HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limied (all in
admirustration) — Second Progress Report to Creditors for the period to 30 November 2013 13




7.2

73

Charge out rates

The range of charge out rates for the separate categones of staff in force dunng the
appointment period summansed below Manager rates include all grades of assistant
manager

Grade £/hour

Partners/Directors 605 to 950
Managers 305 to 720
Assistants and Support Staff 155 to 305

The above bands are specific to the Deloitte Restructuring Services department partners and
staff In certain arcumstances the use of a specialist from other Deloitte departments such as
Tax/VAT, Corporate Finance or Deloitte Real Estate, may be required on a case These
departments may charge rates that fall cutside the Restructuring Services department bands
quoted above so, where such specialists have performed work on the case, average rates
may also fall outside the Restructunng Services department bands

All partners and technical staff (including cashiers) assigned to the case recorded their time
spent working on the case on a computerised time recording system Time spent by
secretanal staff working on the assignment has not been recorded or recovered The
appropriate staff have been assigned to work on each aspect of the case based upon their
senionty and expenence, having regard to the complexity of the relevant work, the financial
value of the assets being realised and/or clams agreed

Other professional costs

As previously advised, Linklaters LLP and Simmons & Simmons LLP were instructed by the
Joint Administrators to advise on appropnate legal matters To date, Linklaters LLP has been
paid £2,341,322 (including disbursements) and Simmons & Simmons LLP has been paid
£495,246 (including disbursements) Linklaters LLP advised the Administrators throughout the
administration trading penod dealing with Retention of Title 1ssues, employee matters and
general trading queries Simmons & Stmmons LLP has assisted the Administrators since Apni
2013 1n relation to on-going employee matters, on-going lihgation and other general matters
Other legal fees, as detalled at Appendix 2, relate to property transactions such as surrenders
or assignments of leaseholds

Retaill Agents 260 Limited, a consultancy company specialising in retail businesses, were
instructed by the Joint Admirustrators to advise on the trading of the business pnor to its sale
To date, Retail Agents 260 Limited has been paid £2,717,929 (including disbursements)

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in
administration) — Second Progress Report to Creditors for the period to 30 November 2013 14
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7.5

Wyles Hardy & Co Limited, a fimn of chattel agents, was instructed by the Joint Administrators
to undertake inventones and valuations of plant and equipment, fixtures and fithtngs and other
chatte! assets where appropnate To date, Wyles Hardy & Co Limited has been paid £22,857
CBRE Limited 15 a provider of commercial real estate services and has been assisting on the
assignment of vanous leasehold properties including Oxford Street CBRE Limited has to date,
been paid £246,425 Other agents fees of £4,375, relate to amounts pad to Smithfield
Consultants who provided assistance with media enquines

Winterhill Largo has been engaged to assist the recovery of book debt realisations primanly in
relation to Record Shop 2 To date, Winterhill Largo has been paid £39,511

Twice 2Much Limited, a property audit firm, has been engaged to identify potential realisations
resulting from potential overcharging on property costs by the Companies’ histonc suppliers
To date, Twice2Much Limited has been paid £550,276, pnmanly relating to the recovery of
rates refunds (rate refunds agent's fees)

Creditors’ right to request information

Any secured creditor or, unsecured creditor with the support of at least 5% 1n value of the
unsecured creditors or, with leave of the Court, may, in wntng, request the Joint
Administrators to provide additional information regarding remuneration or expenses to that
already supphed within this report Such requests must be made within 21 days of receipt of
this report, in accordance with Rule 2 47(1)(a) and 2 48A of the Rules

Creditors’ right to challenge Remuneration and/or Expenses

Any secured creditor or, unsecured creditor with the support of at least 10% in value of the
unsecured creditors or, with leave of the Court, may apply to the Court for one or more orders
(in accerdance with Rule 2 109(4) of the Rules), reducing the amount or the basis of
remuneraton which the Joint Administrators are entitled to charge or otherwise challenging
some or all of the expenses incurred

Such applications must be made within 8 weeks of receipt by the applicant(s} of the progress
report detaihing the remuneration and/or expenses being complained of, In accordance with
Rule 2 109 of the Rules

Please note that such challenges may not disturb remuneration or expenses approved or
deemed to be approved under pnor progress reports

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP} Limited and Record Shop 4 Limited, formerty Fopp Entertainments Limited (all in
administration) — Second Progress Report to Creditors for the period to 30 November 2013 15
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SoA Balances
£

4,232,827 00

nil
nil
ml
ml
3,500,000 00
3,500,000 00

RECEIPTS

Shares - Heaven Limited

Shares - Hong Kong & Singapore
Unelairned shareholder diwdends
Rates refunds

Bank interest Gross

Tax Refund

Insurance Refund

investments in joint venture
MAMA deferred consideration

Total Receipts
PAYMENTS

Singapore Staff

Hong Kong Staff

Distnbution to Secured Creditor
Secunty for higation costs
Postage & Redirection

Legal Fees - Heaven Limited
Legal Fees - Propenty

Legal Fees - General

Legal Disbursements

Bank Charges

Total Payments

Balance In Hand

APPENDIX 2

Page 1 of 6
HMV Group Plc
(In Adminmistration)
Summary of Receipts & Payments
15 January 2013 to 30 November 2013
15 January 2013 to 15 July 2013 to 30
14 July 2013 November 2013 TOTAL
£ £ £
2,950,000 ml 2,850,000
3,059,975 il 3,059,975
12,174 nl 12,174
34,739 24,693 59,432
2,207 1,351 3,647
285 it 285
nil 8,258 8,258
nil ml il
nil il ml
6,059,469 34,302 6,093,771
52,430 nl 52,430
456,276 nil 456,276
4,850,000 nil 4,850,000
75,000 ni} 75,000
i 1,257 1,257
17,173 nil 17,173
0 5,540 5,540
91,471 62,228 153,699
4,606 17,615 22221
nil 30 30
5,546,956 86,671 5,633,627
512,512 (52,369) 460,144
6,059,469 34,302 6,093,771

HMV Group ple, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limied, formerly HMV Music Limited,
Record Shop 3 Limiled, formerdy HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in
administration) — Second Progress Report to Creditors for the pertod to 30 November 2013




Record Shop 1 Limrted, formerly HMV UK Limited

RECEIPTS

Bank interest Gross

Book Debts

Rates refund

Heat & Rate Refund

Sundry refunds

Opening WIP

Lease Premium

Landlord Censtnbution to Costs
Tax Refund

Insurance Refund

HMCS Payments Received
Repayment Season Ticket Loan

Total Receipts
PAYMENTS

Reahsation Cost
Bank Charges

Total Payments

Balance In Hand

Note - The directors’ statement of affairs showed no estmated asset values

15 January 2013 to 30 November 2043

APPENDIX 2

Page 2 of 6
{In Administration)
Receipts & Payments from
15 January 2013 15 July 2013 to

to 14 July 2013 30 November 2013 TOTAL
£ £ £

1,156 3,148 4,304

193,31 39 193,370

654,560 422,133 1,076,693

nil 5,359 5,359

6,525 2,685 9,210

ni 3791 3.791

nil 145,007 145,007

nil 2,500 2,600

10 3,720 3,730

48,524 77,979 126,503

728 821 1,549

6,833 il 6,833

911,666 667,182 1,578,848

ml 5,035 5,035

nil 30 30

0 5,065 5,065

911,666 662,118 1,573,764

911,666 667,182 1,578,848

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP} Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in
administration) — Second Progress Report to Creditors for the pericd to 30 November 2013




Record Shop 2 Limited, formerly HMV Music Limited

RECEPTS

Sales
Concession Income

Total trading income
PAYMENTS

Purchases

ROT Settlements

Stock Settlement Purchases
Augment

Worldpay chargebacks
Sub Contractors

Wages & Salanes
Employee Costs & Expenses
Other Payroll Costs
Ransom Payments
Telephony & Networking
Heat, Light and Water
Cleaning

Secunty

Store Consumables
Cash Collection

Trading Licences
Distnbution Costs
Merchant Seruces
Non-Store Consumables
T Suppliers

Change Orders

Repairs & Maintenance
Leased Vehicles
Paostage, Panting and Stationery
Consultant Fees
Website Costs

Call Centre

Storage Cosis

Chanty Settiements
Marketing Costs

Store Rent

Rates

Guemsey store costs
Other Occupancy Costs
Closure costs
Concession Costs
Retail Agent's fees
Retail Agent's expenses

Total trading payments

Trading surplus to 30 November 2013

{iIn Administration)

Trading Account from
15 January 2013 to 30 November 2013

APPENDIX 2

Page 3 of 6
15 January 2013 15 July 2013 to 30

to 14 July 2013 November 2013 TOTAL
£ £ £
84,967,242 384,492 85,351,733
68,155 ail 68,155
85,035,396 384,492 85,419,888
21,111,938 (212,705) 20,899,233
9,276,999 1,280 9,278,279
12,718,231 1,050,429 13,768,660
26,448 1,768,488 1,794,935
6,418 54 6,472
152,706 543 153,249
16,385,054 74,912 16,459,966
325,779 ni! 325,779
13,115 63 13,178
566,354 nil 566,354
155,879 1 155,880
1,240,286 15,408 1,255,704
624,798 32,487 657,285
242,255 485 242,741
285,172 4 285,176
808,873 (692,213) 116,760
22,684 mi 22,684
291,839 nit 291,839
465,727 692,593 1,158,321
74,693 il 74,693
954,679 2,003 956,682
807,642 ]l 807,642
402,736 15,424 418,160
70,463 4,681 75,144
23,204 nil 23,204
53,561 3,500 57,061
20,166 nil 20,166
23,780 il 23,780
39,156 23998 63,154
110,593 il 110,593
173,651 {1,761) 171,891
4,834,081 249,284 5,083,365
2,918,293 817,301 3,735,594
4,475 rul 4475
59,432 512 59,844
148,843 37,552 186,395
104,098 il 104,098
2,084,078 nil 2,084,078
633,851 il 633,851
78,262,141 3,884,324 82,146,465

6,773,255 {3,499,832) 3,273,423 *

HMV Group ple, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in

administration) — Second Progress Report to Creditors for the period to 30 November 2013




S50A Balancs

7,500,000
i
nil
nil
nil
nil
nil

5,000,000
il
il
ml
nl
il
nil
nil
il
nil

APPENDIX 2

Page Sof 6
Record Shop 2 Limited, formerly HMV Music Limited
(In Administration)
Receipts & payments account from
15 January 2013 to 30 November 2013
15 July 2013 15 July 2013 to
to 14 July 2013 30 November 2013 TOTAL
RECEIPTS £ € £
Trading surplus ta 14 July 2013 6,773,255 (3.499,832) 3,273,423 *
Leasehold Premium 1,908,840 2612322 4,521,162
Sale of Business 40,092,617 il 40 092,617
Cash in Transit 4,500,401 nil 4 500,401
Secured creditor funding 2,154,876 nil 2,154,876
Worldpay Pra Appt Deposit Refund 2,500,000 nil 2,500,000
Unidentified Receipts (pre-appt) 639,206 (9,341) 620 865
Bock Debts 1.934 052 (38,145) 1,895,907
Rates Refunds 470,530 99 246 569,776
Sundry Refunds 292,629 10,534 303,163
Insurance Refunds nil 8,990 9,990
Fixtures & Fittings 7.000 nil 7.000
Compensation Payments Receved 1,778 il 1778
Employee related refunds 12,252 nl 12,252
Bank Interest Gross 146,787 38,453 185,240
Licence Fee - Rents 8,470,203 6 087 904 14 558 108
Sale of fautty stock 40,000 nil 40 000
Total Recelpts 69,944,426 5,311,133 75,255,559
PAYMENTS
Rents recoverable under licence fee 10,789,807 11,777,713 22,587,520
US Subsidiary costs 5,289 nil 5 289
Legal fees/P roperty 29,553 147 636 177 189
Rate refunds agents fees 294,377 255 898 550 276
Administrators’ Fees 4 528,309 nil 4 528 809
Administators' Expenses 189,331 nil 189 331
Debt Collection Fees 39,511 nil 39,511
Agents/Valuers Fees 27,232 246,425 273,657
lLegal Fees - General 2,419,706 207 669 2627 378
Legal fees - disbursements 41,541 9.011 50,552
Postage & Redirection 15,572 4 587 20,159
Statutory Advertising 308 nil 308
Insurance of Assets 207,472 nil 207,472
Bank Charges 8,253 1,797 10,050
Repayment of Secured Creditor Funding 2,154,876 nil 2 154 878
Secured Creditor Distnbution 33 710,615 3 400,000 37,110 615
Total Payments 54,462,252 16,050,737 70,512,988
Balance In Hand 15,482,174 {10,739,604) 4,742,570
69,944,426 5,311,133 75,255,559

Note - The vanance n the amounis mceved and paid under ihe kcence fea is dus o tirng differances only
Note 2 - Cerlan bensacthons have been reaflocaled to mome accurately reflect the nature of the transaclions however this has not affected the over resut of the admmstraton

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMVY Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all in
administration) — Second Progress Report to Creditors for the period to 30 November 2013




APPENDIX 2

Page 5 of 6
I
Record Shop 3 Limited, formerly HMV (IP) Limited
(In Administration)
Receipts & payments account from
15 January 2013 to 30 November 2013
SoA Balance 15 January 2013 15 July 2013 to
to 14 July 2013 30 November 2013 TOTAL
£ RECEIPTS £ £ £
300,000 00 Trademarks nil il nul
Balance In Hand 0 0 0

Note - the HMV and Fopp trademarks were sold as part of the sale of business transaction wthin Record Shop 2

HMV Group ple, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limned,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limted (all in
admimistratton) — Second Progress Report to Creditors for the period 1o 30 November 2013




SoA Balance
£

123,000
40,000
nil

nil

APPENDIX 2

Page 6 of 6
Record Shop 4 Limited, formerly Fopp Entertainments Limited
(In Administration)
Receipts & payments from
15 January 2013 to 30 November 2013
15 January 2013 15 July 2013 to

to 14 July 2013 30 November 2013 TOTAL

RECEIPTS £ £ £
Stock il nl mh
Dabtors nil ni! ot
Rates refund 8,071 703 8,774
Bank Interest 2 22 24
Balance {n Hand 8,073 725 8,798

* As noted wethin this report trading realisations in respect of Record Shop 4 have been reatised within Record Shop 2

HMV Group plc, Record Shop 1 Limited, formerly HMV UK Limited, Record Shop 2 Limited, formerly HMV Music Limited,
Record Shop 3 Limited, formerly HMV (IP) Limited and Record Shop 4 Limited, formerly Fopp Entertainments Limited (all n
administration) — Second Progress Report to Creditors for the period to 30 November 2013
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