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Abbreviations

The following abbreviations are used in this report:

Act The Insolvency Act 1986

Banks The Companies' secured bank funders

Bondholders The Companies’ secured loan note funders

C.banner C.banner International Holdings Limited

Companies House of Fraser Limited and House of Fraser (Stores) Limited (both in Administration)
CVA Company Voluntary Arrangement

Group House of Fraser (UK & Ireland} Limited and its subsidiaries
HOFL House of Fraser Limited (in Administration)

HOFS House of Fraser {Stores) Limited (in Administration)

HOF House of Fraser (trading name}

JBL James Beattie Limited (in Administration)

Rothschild N M Rothschild & Sons Limited

Rules The Insolvency (Scotland) Rules 1986
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1.1

1.2

Section 1 Intreduction. background and circumstances giving rise to the appoiniment

introduction, background and circumstances giving
rise to the appointment

Introduction

On 10 August 2018 the Companies entered Administration and Alan Michael Hudson, Robert
Hunter Kelly, Craig Anthony Lewis and Colin Peter Dempster were appointed to act as Joint
Administrators. This document, including its appendices, constitutes the Joint Administrators’
statement of proposals to creditors pursuant to paragraph 49 of Schedule B1 to the
Insolvency Act 1986 (‘Act’) and Rule 2.25 of the Insolvency (Scotland) Rules 1986 (‘Rules’).

Certain statutory information relating to the Companies and the appointment of the Joint
Administrators is provided at Appendix A.

Background

The Companies traded as House of Fraser (‘HOF'), a premium fashion, home and beauty
retailer which was founded in 1849. HOF operated 58 department stores in the United
Kingdom and one in the Republic of Ireland, and is one of the largest traditional department
store retailers in the UK.

The Companies and James Beattie Limited ('JBL'} were subsidiaries of House of Fraser (UK
& Ireland) Limited involved in the trading of HOF.

- HOFS was the Group's principal trading entity, and held the leases to 44 of the
department stores and the majority of key contracts;

- HOFL held the leases to 14 of the HOF department stores, and sub-let them to HOFS;
and

- JBL held the lease to one of the HOF department stores and also entered Administration
on 10 August 2018,

Based on the books and records available to us, HOFS and JBL emplcyed approximately
5,872 people, as summarised below, in addition to ¢.10,100 concessions staff who were
employed by various concessionaires in the stores.

Company Employees
HOFS 5,747

JBL 125

Total 5,872

The Group was funded through a combination of a working capita! facility, a revolving credit
facility, a term loan, an overdraft and secured loan notes, totalling approximately £400 million.
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Section 1: introduction. background and circumstances giving rise fo the appomntment

A Group structure chart is presented below.

House of Fraser
(UK & Ireland) Ltd

.......m,v_lff prv—

House of Fraser (UK &
Ireland) Acquisitions

Ltd

100%

Lm
- — —— -
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| [N [ [V,
100% T 100% F
Haouse of Fraser Other Subsidiaries
(Finance) Ltd
100% [ 100% 100%
Other Subsidiaries Other Subsidiaries House of Fraser
{Stores Management) ]
Ltd I

The recent financial results of the Group can be summarised as follows:

Profit /

Type Gross Gross Directors’ {loss)
Period Audited  Turover  Profit margin  Remuneration  before tax Total equity
{Year end: Jan) | Draft {£m) {€m) {%e) {£m} (Em) £m
5m to Jun 18 Draft 481.5 130.7 27% - (68.9) 555
FY17/18 Draft 779.8 4456 57% 1.7 (0.7) 1301
FY16/17 Audited  836.3 483.1 58% 1.2 9.9 110.7
FY15/18 Audited  B26.6 4841 59% 08 (20.2) 73.5
FY14/15 Audited 7849 460.2 59% 1.5 (5.0 68.0
Sources: Audited financial statements - Companies House; Draft financial statements — company information

Note:

Financial information is faken from the financial statements of House of Fraser (UK & Ireland) Limited — the smallest group that consclidates

the Group’s financial statements
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1.3
1.3.1

1.3.2

1.3.21

1.3.2.2

Section 1; Introduction, kackground and circumstances giving rise to the appoiniment

Circumstances giving rise to the appointment

Underlying trading performance

Over recent years, there has been significant pressure on revenue, gross margin and cash
flow due to rapid changes in the fundamentals of UK retail, which has had a materially
adverse impact on many aspects of traditional retailing.

Trading over the first 13 weeks of the financial year (to 28 April 2018) has been challenging
for the Group, and this has been reflected in:

- a7.7% decline in underlying like for like sales compared to the prior year;

- a£14.6 million reduction in gross profit compared to the same period in the prior year;
and

- EBITDA losses had increased year on year to ¢. £31.4 million, principally driven by the
decline in total sales.

The Group took a number of actions to attempt to address these issues including the
negotiation of a shareholder equity injection of c. £50 million to fund working capital
requirements, and the sale of certain obsolete trademarks for consideration of ¢c. £25 million
(received in March 2018).

However, these actions were unable to address the downturn in trading performance and the
directors concluded that the business had reached a stage where it was no longer able to
continue to meet its ongoing costs in its current format.

Business restructuring

In light of these challenges, the Group sought to restructure its business. In an attempt to
recapitalise the business, the Group’s directors and current majority shareholder (Cenbest
Hong Kong Limited — part of the Sanpower Group) negotiated a conditional agreement
through which C.banner International Holdings Limited ('C.banner’) (a Hong Kong listed
international retailer) would purchase a controlling stake in the Group in exchange for a
£70 million cash injection.

The conditional agreement was subject to, amongst other things, the Group restructuring its
store portfolio, which the Group sought to implement through a Company Voluntary
Arrangement ('CVA) (see below).

This proposed restructuring comprised two overall elements: a CVA and a Scheme of
Arrangement.

Company Voluntary Arrangements

The first element of the Restructuring was to comprise a rationalisation of the Group’s
leasehold estate.

On 6 June 2018 HOFL and HOFS filed proposals for CVAs. The proposals were considered
to be central to the restructuring of the business required at that time.

The CVAs were voted on and passed by creditors and shareholders on 22 June 2018.

Scheme of Arrangement

The second element of the restructuring was the amendment of various existing finance
agreements as entered into between the Group and its secured creditors.

Ernst & Young . 3




13.23

1.3.3

Section 1: Introduction. backgreund and circumstances giving rise to the appointment

In July 2018, a Scheme of Arrangement proposed by HOFS was sanctioned by the Courts
and became effective on 27 July 2018. Three of the purposes of the scheme were to:

- permit up to £50 million of new financial indebtedness to be incurred and to be secured
on a super senior basis. HOF subsequently entered into a £10m term loan facility on a
super senior basis and used this to repay a £10m short term overdraft facility obtained
from its lenders in May 2018;

- facilitate the recapitalisation of the Group by permitting the change of control expected to
occur as a result of C.banner’s conditional agreement to acquire a 51% stake in House
of Fraser Group Limited and inject approximately £70m via a placing; and

- extend the maturity dates of senior facilities and notes to 30 October 2018.

At the end of July, it became clear that the proposed investment from C.banner would not be
proceeding as planned.

Challenge to the CVAs
On 20 July 2018 the CVAs were challenged by certain of the Group’s landlords.

In response to the news of the CVA challenge, C.banner (the proposed purchaser of the
controlling stake in the Group) announced that it would delay issuing their shareholder
circular (in respect of purchasing the 51% stake in the business and issuing a placement for
£70m new equity) until 31 October 2018 in order to provide time for the Group to settle any
further challenges to the CVAs that may arise.

Also, on 1 August 2018 C.banner's own share price declined markedly such that, according
to a filing on the Hong Kong stock exchange, it would be "impracticable and inadvisable” to
proceed with the proposed transaction.

In addition to seeking to negotiate a settlement to the CVA challenge, in late July, the Group
and its advisors began looking at other options including: {i} bridging finance to the date

C banner could provide the £70 million; and (ii) a separate sale in order to rescue the
business.

On 5 August 2018 the Group announced that both challenges to the CVAs had been settled.

Alternative options considered by the Group

It was estimated that, in order to continue to trade the Group, ¢. £40 million of additional
funding would be required on or before 20 August 2018, increasing to ¢. £60 miliion to
£70 million by 28 September 2018. This was to be funded by the C.banner transaction.

As a result of the above, and the withdrawal of C.banner, the Group entered into discussions
with potential investors in relation to the provision of alternative investment and liquidity
solutions. The Group, advised by N M Rothschild & Sons Limited ('Rothschild’), a member of
one of the world's largest independent financial advisory groups, began engaging with
potential investors

With assistance from Rothschild, the Group commenced an accelerated marketing process to
identify other potential investors. This, and the resulting press commentary, resulted in a
number of expressions of interest in acquiring, or investing in, the Group.

There were a number of proposals from interested parties which had the potential to preserve
the solvency of the Group (including the Companies).
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Section 1: Introduction. background and circumstances giving rise fo the appoiniment

On 9 August 2018 the Group’s cash flow position worsened further due to the actions of
certain service providers, which meant that the Companies and JBL would not have sufficient
cash flow to continue to trade without the insolvency protection of an Administration Order.

At a meeting of the directors of the Companies held on 9 August 2018, and following detailed

consideration of the financial position of the Companies, the directors resolved to immediately
petition the Courts for Administration orders in respect of the Companies.
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21

2.2
2.2.1

Section 2: Purpese, conduct and end of Administration

Purpose, conduct and end of Administration

Purpose of the Administration

The purpose of an Administration is to achieve one of three abjectives:
a. torescue the company as a going concern;

b. to achieve a better result for the company’s creditors as a whole than would be
likely if the company were wound up {without first being in Administration); or

c. torealise property in order to make a distribution to one or more secured or
preferential creditors.

Insclvency legislation provides that objective (a} should be pursued unless it is not
reasonably practicable to do so or if objective (b) would achieve a better result for the
company's creditors as a whole. Objective (c) may only be pursued if it is not reasonably
practicable to achieve either objective (a) or (b) and can be pursued without unnecessarily
harming the interests of the creditors of the company as a whole.

It was not deemed possible to rescue the Companies as a going concern without a solvent
offer for the business or alternative funding being made available. Neither were ferthcoming
in a format that was deliverable in the timescales available.

Consequently, objective b) is being achieved through the completion of a sale of substantially
all of the Companies’ business and assets.

The sale of the Companies’ business enables this objective to be achieved through delivering
a better outcame to creditors than would have been achieved through a liquidation sale of

assets. The outcome achieved through the sale was the best available outcome for creditors
as a whole in all the circumstances.

Further information relating to the sale transaction is provided at Section 2.2 below, and at
Appendix B.

Conduct of the Administration

Sale of the business and assets

On 10 August 2018 the Joint Administrators completed a sale of substantially all of the
Companies’ husiness and assets to the entities listed below, which are part of the Sports
Direct group, as part of a transaction with total consideration of £90 million:

- SDI (Propco 35) Limited;

- Shelfco A2 Limited; and

- Shelico A1 Limited.

The transaction also impacts on JBL, a related entity which also entered Administration on
10 August 2018.

A detailed explanation of the transaction was sent to creditors on the same date as these
proposals, and is also attached at Appendix B to these proposals.
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Section 2: Purpose, conduct and end of administration

2.2.2 Principal benefits of the transaction
The principal benefits of the transaction can be summarised as follows:
- the transaction resulted in all of the Group's employees (other than those at the store in

Dundrum, Repubilic of Ireland) transferring to the purchaser, thereby mitigating the level
of preferential claims against the Companies;

- the transaction ensured the continued operation of all of the Group's store netwaork;

-~ the transaction generated enhanced returns to creditors compared to alternative
available options;

- the structure of the transaction affords the purchaser and relevant landlords the
opportunity to enter into longer term agreements for continued occupation of the
transferred stores and, if achieved, this will act to mitigate the level of landlord
unsecured claims against the Companies; and

- the sale also allows for continued trading and the potential for agreement with the
concessionaires, which may limit claims against the Companies for damages.
2.2.3 Significant assets not included in the sale agreement
The assets which we are aware of, excluded from the transaction include:

- rent prepayments (to be recovered from the purchaser, as appropriate),
- any business rates refunds due to the Companies;

- cash in the Companies’ bank accounts at the date of appointment;

- cash in transit at the date of appointment; and

—  any other trading debtors & prepayments.

The sale agreement also includes the potential for the HOF store in Dundrum (Republic of
Ireland) to be included. However, before it can be transferred there are regulatory matters

that need to be addressed. It is believed these matters can be resolved within a number of
weeks.

2.2.4 Property overview

At the date of the appointment, the Companigs and JBL operated from 64 locations, all of
which were occupied under leasehold arrangements. This included 59 trading stores, three
office locations and two warehousing facilities.

As part of the sale, a licence to occupy all of these premises (other than the HOF store in
Dundrum) has been granted to the purchaser.

2.2.5 Initial meeting of creditors

The Joint Administrators are of the opinion that each of the Companies have insufficient
property to enable a distribution to be made to their respective unsecured creditors, other
than by virtue of the Prescribed Part. Consequently, in accordance with the provisions of
paragraph 52(1) of Schedule B1 to the Act, they do not intend te cali an initial creditors’
meeting for either of the Companies.
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2.2.6

2.2.7

Section 2: Purpose, conduct and end of administration

The Joint Administrators will be obliged to call an initial meeting of creditors of the appropriate
company if it is requested by creditors of that company whose debts amount to at least 10%
of the total debts of the company. The request must be made within eight days of the date on
which these proposals are sent out (or such longer period as the court may allow) and must
be in the prescribed form. The creditor summoning the meeting must lodge with the Joint
Administrators a deposit as security for the expenses of summoning and holding the meeting.
Further information is provided in the covering letter accompanying these proposals.

Joint Administrators’ receipts and payments

A summary of the Administrators’ receipts and payments for the period from 10 August 2018
to 15 August 2018 is attached at Appendix C.

Future conduct of the administration

The Joint Administrators will continue to deal with the Administrations in line with the stated
objective, namely to achieve a better result for the Companies’ creditors as a whole than
would be likely if the Companies were wound up (without first being in Administration).

Future tasks will include, but may nct be limited to, the following:

- investigating the extent of any other assets held by the Companies, excluded from the
sale of business and assets, and taking steps to realise them;

- liaising with the Companies’ bank and merchant services providers to secure the release
of cash held in pre-appointment bank accounts and cash in transit;

- dealing with landlords, leasehold properties, the payment of rent and service charges, in
connection with the licence to occupy;

- facilitating the assignment of leases to the purchaser,;
- assisting with the assignment of trading contracts to the purchaser;

- continuing to trade at Group’s store in Dundrum (Republic of Ireland) until the regulatory
matters preventing a sale have been resolved;

- distributing amounts to the secured and preferential creditors (as applicable},
- agreeing unsecured creditor claims and distributing the Prescribed Part (as applicable);

- if the Joint Administrators deem it appropriate, to seek an extension and/or further
extensions to the Administrations from the Companies’ creditors and/or the Court.

- review and conclude the tax affairs of the Companies (as appropriate);

— dealing with unsecured creditor queries;

- dealing with statutory reporting and compliance obligations;

- considering the conduct of the Companies’ directors;

- finalising the Administrations including payment of all Administration liabilities; and

— any other actions required to be undertaken by the Joint Administrators in order to fulfil
the purpose of the Administrations.
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2.28

2.29

Section 2; Purpose, conduct and end of administration

Distributions to Creditors

It is proposed that distributions will be made in the Administrations to the floating charge
holders, preferential creditors (where applicable) and unsecured non-preferential creditors (by
virtue of the Prescribed Part, where applicable).

The end of the Administrations

It is proposed that if, at the end of the Administrations, any of the Companies have no
property which might permit a distribution to their respective creditors; the Joint
Administrators will send a notice to that effect to the Registrar of Companies. On registration
of the notice the Joint Administrators’ appointment in respect of the company concerned will
come to an end. In accordance with the provisions of paragraph 84(6) of Schedule B1 to the
Act the company concerned will be deemed to be dissolved three months after the
registration of the notice.
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3.1

Saction 3. Statement of affairs

Statement of affairs

The directors have not yet submitted a Staternent of Affairs, given the limited time which has
passed since the Joint Administrators’ appointment.

Notices requiring the submission of Statement of Affairs for each of the Companies were
issued to all current directors of the Companies on 15 August 2018, with a requirement to
submit the Statement of Affairs within 11 days of receipt of the notice (being a period which
has not yet expired).

In the absence of a Statement of Affairs, based on the Companies’ books and records, we
attach at Appendix D:

- an estimate of the financial position of each of the Companies as at 23 June 2018, being
the latest financial information avaitable at this time; and

—~ acurrent list of creditors including, as far as is currently known, their names, addresses,
amounts owed and details of any security held.

We provide below, for information, an indication of the current position with regard to

creditors’ claims. The figures have been compiled based on the Companies’ books and
records and have not been subject to independent review or statutory audit.

Secured creditors
The Group's secured funding broadly falls into two categories

1. super senior secured working capital facility, senior secured revolving credit facility,
senior overdraft and senior secured term loan lenders ('Banks'); and

2. holders of senior secured floating rate notes, due 2020 (‘Bondholders’).

The senior secured revolving credit facility, senior secured term loan and senior secured
floating rate notes are all subordinate to the super senior secured working capital facility.

The table below summarises the facilities provided:

Super senior facilities 10.0

Senior facilities 2250

Bondholders 165.0
400.0

Other than the super senior facility, which has priority ranking, the senior facilities and
bondholders indebtedness ranks pari passu.

Please note that the confirmed indebtedness at the date of the Joint Administrators’

appointment, in particular the usage of the senior revolving credit facility and any post
appointment interest and charges, is still subject to confirmation.
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3.2

3.3

Section 3. Staterment of affairs

Preferential creditors
All of the employees of HOFS transferred to the purchaser as a result of the sale.

However, there may be certain preferential claims from former employees in respect of
arrears of wages, holiday pay and payroll deductions. It is currently too soon to quantify these
claims.

There may also be certain preferential claims in respect of the Group’s trading store in
Dundrum (Republic of Ireland).

It is currently too soon to quantify these claims.

Non-preferential creditors

The Joint Administrators continue to receive claims from unsecured non-preferential creditors
of the Companies.

It is currently estimated that unsecured non-preferential claims against the Companies will be
in the region of £484 million.

This is based on the Companies’ current books and records, and is likely to change as further
claims are received.
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4.1

4.2

Section 4° Prescribed Part

Prescribed Part

The Prescribed Part is a proportion of floating charge assets set aside for unsecured
creditors pursuant to section 176A of the Act. The Prescribed Part applies to floating charges
created on or after 15 September 2003.

HOFL

The Joint Administrators currently estimate, to the best of their knowledge and belief, that the
value of the net property is £nil. This is subject to the assessment of any residual assets in
HOFL, including potential dividends from the insclvency of other Group companies.

HOFS

The Joint Administrators currently estimate, to the best of their knowledge and belief, that:
- the value of the net property is c.£80 million; and

- the value of the Prescribed Part is £0.6m, being the maximum amount available to be
set aside, before the costs of dealing with the Prescribed Part.

Note: the above estimate of net property is subject to, amongst other things, confirmation of
preferential creditor claims in this matter, which are not yet known.
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5.1

5.2

5.3

Section 5 Joint Administrators’ remuneration. disbursemerts and paymenis (o other professionals

Joint Administrators’ remuneration, disbursements
and payments to other professionals

Remuneration

The statutory provisions relating to remuneration are set out in Rule 2.39 of the Rules.
Further information is given in the Association of Business Recovery Professionals’
publication ‘A Creditors’ Guide to Administrators’ Fees’, a copy of which may be accessed
from the web site of the Institute of Chartered Accountants of Scotland at
https://iwww.icas.com/technical-resources/creditor-guides-to-office-holder-remuneration
(select ‘Creditor’'s Guide to an Administrator’s Remuneration’), or is available in hard copy
upon written request to the Joint Administrators.

In respect of each of the Companies; in the event that a creditors’ meeting is not requisitioned
and a creditors’ committee is not formed, the Joint Administrators will seek to have their
remuneration fixed by the secured creditors and, if applicable, the preferential creditors, in
accordance with Rule 2.39 of the Insolvency (Scotland) Rules. The Joint Administrators will
ask for their remuneration to be fixed on the basis of time properly given by them and their
staff in dealing with matters arising in the Administrations.

Details of time spent and charge out rates will be provided to the secured creditors and, if
applicable, the preferential creditors, and will be made available to any other creditor upon
written request to the Joint Administrators.

Disbursements

A statement of the Joint Administrators’ policy for charging disbursements is attached at
Appendix E. In the event that a creditors’ meeting is not requisitioned and a creditors’
committee is not formed, the Joint Administrators will seek the approval of the secured
creditors and, if applicable, the preferential creditors, to charge Category 2 disbursements.

Payments to other professionals

The Joint Administrators have engaged the following other professionals to assist them.
They were chosen on the basis of their experience in similar assignments.

Name of firm Nature of service How contracted to be paid
Clifford Chance LLP Legal services {England & Wales) Time cost basis

Burness Pault LLP Legal services {(Scotland) Tirme cost basis

A&L Goodbody Legal services {(Republic of Ireland) Time cost basis

Tughans Solicitors Legal services {Northem ireland) Time cost basis

Matheson Legal services (Republic of Ireland) Time cost basis

Pinsent Masons LLP Legal services {Property) TBC

No fees have been paid to date.
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6.1

6.2

Section 6. Pre-Administration costs

Pre-Administration costs

The Joint Administrators are seeking approval for payment of unpaid pre-Administration costs
totalling £850,644 (plus VAT), being the Joint Administrators’ costs and third party costs, as
an expense of the Administration of HOFS.

The payment of unpaid pre-Administration costs as an expense of the Administration is
subject to approval under Rule 2.39C of the Rules, and not part of the proposals subject to
approval under paragraph 53 of schedule B1 to the Act. This means that they must be
approved separately from the proposals.

A breakdown of the total pre administration costs incurred and amounts paid pre-
Administration (if any) is attached at Appendix F. Further information is provided below.

Joint Administrators’ costs

This work commenced on 30 July 2018, and was carried out under an engagement
agreement between Ernst & Young LLP and certain of the Banks dated 3 August 2018.

The nature of the pre-Administration work conducted can be summarised as follows:

- contingency planning in order that one or more insclvency officeholders from EY would
be in a state of reasonable preparedness to accept formal insolvency appointments to
one or more Group companies in the event that an insolvency filing became
unavoidable;

- negotiating and delivering the sale (as detailed at Appendix B); and

—  planning for the period immediately post-Administration in order to deal with all matters
effectively.

The costs in connection with this work total £1,041,202 (plus VAT), against which £nil has
been paid to date.

The Joint Administrators are seeking approval to payment of £843,880 (plus VAT) against
these costs.

Third party expenses

In addition to the above, the following third-party pre-Administration expenses have been
incurred prior to the appointment:

Bryan Cave Leighton Paisner LLP {'BCLP') provided legal advice to the Joint Administrators
in connection with the appointment. BCLP’'s unpaid pre-Administration costs total £6,764
(plus VAT). This work was carried out under an engagement agreement between Ernst &
Young LLP and BCLP dated 2 August 2018.

The breakdown attached at Appendix F sets out:

- the fees charged by the Joint Administrators;

-  the expenses incurred by the Joint Administrators,

— the fees charged (to the Joint Administrators’ knowledge) by any other person qualified
to act as an insolvency practitioner (and if more than one, by each separately); and
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Section & Other matters

— the expenses incurred (to the Joint Administrators’ knowledge} by any other person
qualified to act as an insolvency practitioner (and if more than one, by each separately).

In the event that a creditors’ meeting is not requisitioned, and a creditors’ committee is not

formed, the Joint Administrators will seek to have the unpaid pre-Administration costs
approved by the secured creditors and, if applicable, the preferential creditors.

Ernst & Young i 15




Appendix A: Statutory information

Appendix A Statutory information

Company information

Company names:

Registered office
addresses:

House of Fraser Limited ({HOFL’)
House of Fraser (Stores) Limited (HOFS’)

HOFL: Granite House, 31 Stockwell Street, Glasgow, G1 4RZ
HOFS: Granite House, 31 Stockwell Street, Glasgow, G1 4RZ

Registered numbers: HOFL: 8C021928

Trading Names:

HOFS: 8C010677

House of Fraser, Frasers, Jenners

Trading Addresses: HOFL. 27 Baker Street, London, W1U 8AH (head office)

HOFS: 27 Baker Street, London, W1U 8AH (head office)

Details of the Administrators and of their appointment

Administrators:

A M Hudson, R H Kelly, C P Dempster and C A Lewis

Date of Appointment: 10 August 2018

By Whom Appointed: The appointments were made by the Court

Court Reference:

Court of Session:

HOFL: P793/18
HOFS: P794/18

Any of the functions to be performed or powers exercisable by the Joint Administrators may
be carried out/exercised by any one of them acting alone, or by any or all of them acting

jointly.

Statement concerning the EC Regulation

The EC Council Regulation on Insolvency Proceedings does apply to this administration and
the proceedings are main proceedings. This means that this Administration is conducted
according to UK insolvency legislalion and is nol governed by the insolvency law of any other
European Union Member State.

Share Capital

Class Authorised Issued & Fully paid
Number £ Number £

HOFL: Ordinary 338,016,989 67,603,398 338,016,989 67,603,398

HOFS: Ordinary 1,179,600,000 117,960,000 1,179,600,000 117,960,000
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HOFL: Directors and secretary and their shareholdings

Director or Current
Name Secretary Date Appointed Date Resigned Shareholding
Yong Shen Director 30 Jul 2018 N/A N/A
Fei-Er Cheng Director 30 Jul 2018 N/A N/A
Colin D Elliot Director 1 May 2015 8 Aug 2018 N/A
Peter G Hearsey Director 23 Apr 2017 N/A N/A
Secretary 18 Feb 1998 N/A
Nigel Oddy Director 1 Mar 2015 23 Apr 2017 N/A
Alex P Williamson Director 20 Sep 2017 N/A N/A
HOFS: Directors and secretary and their shareholdings
Director or Current
Name Secretary Date Appuointed Date Resigned Shareholding
Yong Shen Director 30 Jul 2018 N/A N/A
Fei-Er Cheng Director 30 Jul 2018 N/A N/A
Colin D Elliot Director 1 May 2015 8 Aug 2018 N/A
Peter G Hearsey Director 26 Mar 2009 N/A N/A
Secretary 30 Jun 1998 N/A
Nigel Oddy Director 10 Sep 2009 23 Apr 2017 N/A
Peter T Gross Director 10 Sep 2009 13 Apr 2018 N/A
Alex P Williamson Director 20 Sep 2017 N/A N/A
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TOALL KNOWHN CREDITORS 17 August 2018

Ful 2080 B Bl

Drogg b 43 1 207
B £33 e bl nifue oy s

Dear Sirs

House of Fraser Limited ("HOFL")
House of Fraser {Stores) Limited (‘(HOFS")
{both in Administration) (together ‘the Companies™)

Treading names: House of Fraser, Frasers. Jenners
Principal trading addross; 27 Baker Straet, London, Wikl BAH (heaad office)

On 10 August 2018 the Companies entered Administration and Alan Hudson, Craig Lewis, Colin
Dampster and 1 wete appointed as Joint Admimsstrators. The appointments were made by the Court
under the pravisions of paragraph 12 of Schedule B1 to the [nsolvency Act 1986

| enciose A copies of Form 2.118 (Soot). For your information.

As licensed nsolvency practitioners. we are bound by the Insolvency Code of Ethacs when casrying out
3l professional work ralating o the Administrations.

Sale of the business

On 10 August 2018 we compiated B sale of substantially alf of the Companies’ business and assets io
the entites listed below. which are part of the Sparts Direct group, as part of a transaction with totad
consideralion of £90 million:

- SDI {Propco 35) Limited;
- Shelfco A2 bimited; and

- Shelfeo A1 Limited

The transaction also mpacts on James Beattie Limited {817}, a related entity whickh akso sntered
Administration pn 10 August 2018, The craditors of JBL have been written fo under ssparate cover.

in accordance with Statemnent of Insofwency Practice 15, s detailed sxplanation of the transaciion is =et
oud balow.

L I S
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Background

The Companias and JBL traded ss House of Fraser (HOF"), B premium fashion, hore and boauty
retiier which was founded in 1849, HOF cperates 58 deparment stores in the binited Kingdeoe: and one
in the Republic of lreland.

The Companies and JBL were the subsidiaries of House of Fraser {UK & baland) Acquisitions Limited
{together with its subsidiaries, the Groug’) involved in the trading of HOF. Specsically:

- HOFS was the Group's printipal trading entity and held the leases 10 44 of the department stores;
- HOFL heid the leases o 14 of the HOF departmient stores, and sub-lel them to HOFS,; and

- J[BL heid the lease Io one of the HOF department stores.

Besad on the books and racords availabde to us, HOFS and JBL employsd approximately 5,872 peopla,

B4 summarised below, in addition k0 ¢.10.100 concessions staff whe were employed by vaisous
concessignaes in the stores.

Conipasy Employass
HOFS 5.747

JBL 125

Total 5,872

The Group was furded through a combination of a working capital fatility. a revolving credit facily. a
tarm boan. an evendrall and secured koan notes, tolalling approximately E400 millivn. In additan, the
Group's mapority shareholder {Cenbast Hong Kong Limited) has prowided additional funding suppart.

Financial position

The fisancial position of the Group had deteriorated significanty over the last 12 months. Dyvafl accounts
for the year to 27 January 2118 indicated that the Groug made a loss before waxation of £4.1 million. and
suffened a “net cash outflow” of £65 million in that year (which included tive one-off sale of certain
nhsolete tradamarks for consideration of c. E25 mdllion)

During the 13 weeks to 28 April 2018 the Group's turnover deciined by 7.7% in comparison with the
same periad in 2017 (the Group's gross profit for that period was £14.6 million [ower than that for the
sams period in 2017), and the dedline in EBITDA in tha first quarier aiso increased year on year, to
negative £31 4 million, principally driven by the decling :n total sales.

in Bght of thess challeages, the Group sought to restructure its business. This comprised two overall
elemsnts:

a] Company Yodnlary Arrangemens

The first elemant of the Restructuring was to comprise a rationalisation of the Group’s leasehald
-BEtals.
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On 6 June 2018 HOFL and HOFS filed proposals for Company Yolunlary Arrangements {'CvVAs’).
The proposals were considered o be caatral to the restructuring of the business required at that
e The groposal of the CVAs was made with the intention of securing investment from C.banner
Ivteenational Motdings Limited {'C.banned ], Agrasmant had been reached for C.banmer 1o acquire a
51% stake in House of Fraser Group Limited, with an intention to infroduce significant new capital;
conditional on, amongsl other things, HOF restruchureg ils stors portiolio.

The CV¥As were subsequantly challenged by a group of fis tandiords. however these challenges were
sattled.

b] Scheme of Arrangement

The secand slement of the resiructuring was the amendment of varinus existing inance agreements
85 enterad into between the Group and its secured creditors

In July 2018, a Scheme of Arrangement proposed by HOFS was sanctioned by the Courts and
became effactive on 27 July 2018 Thres of the purposes of the scheme wene to:

- parmit up o £50 mékon of new financal indebtedness o be incured and ko ba secured on a
supes senor bagks. HOF subsequently entered into a £10m term loan faciity on & super serior
basis and used this to repay a £10m short ferrn overdraft faclity obtained from its lenders in
May 2018;

{acilitate the solvent recapitalisation of the group by pemitling the chanpge of controf expected
e gcour as 8 result of £ bannes’'s conditional agresmant to acquirg 8 51% slake in House of
Feaser Group Limited and inject spprossnataty £70m via a placing: and

. axtend the maturity dates of senior facilities and notes 1o 30 October 2020.

However, at the end of July 2018, it became clear that tha proposed investment fram C banner would not
be praceeding 85 (Hanned: with an announcement made by C bariner in Hong Kong oa 26 July 2018,
natifying of a delay n the daspatch of its sharsholder circular in relation to the transaction.

Also, on 1 August 2018 Cbanner's own share price declined markedly such that, according to a filing on
the Hong Kong stock exchange. it would be “inpracticable and inadvisable” Io proceed with the

proposed iransaction.

B was estimated thet, in Order to continue to trade: the Group, ¢. £40 million of additionat funding weuld
be racguirad on or bafore 20 Avpust 2018 increasing to ¢. £60 million 1o £70 mdlion by

28 September 018, This was previously ho have baen funded by the C.banner fransaction. As a resufl,
from Friday 27 July 2018 the Group entered into urgent discussions with potential investors in relation to
the provision of aiternative investmant and liquidity sclutions, advised by Rothschild who alse began
angaging with potesiiiaf investors as pan of an Accelerated marketing process {furthar details provided in
the “Pre-gopainttent consiations™ section below). This. and the resulting press commentary, resulied
i @ number of expressions of intares! in dcquiring of irvesting in the Group.
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There ware & numbar of proposals from interested parties which. subject to significant write down and
restructuning of cortain financial obligetions, had the potendial (o praserve the sohvency of the Gnoup
{includding the Companies).

On & Angust 2018, with no solvent solution in place and the Group's cash fow position further worsened
due to the actions of certain service providars, which meant thal the Companies and JBL, absent an
immediate fransaction that meintained solvency and injacted significant funds, would not have sufficiant
cash flow 1o continue o trade without the inscivency protection of an Administrabion Order.

Al ireetings of the directors of the Companies held on D August 2018, following detaeiled consideration of
tha financial position of the Companies. the nature of the remaining intevest from pames and tha
aheenga of a transaction for a solvem rescue of the Group being in place or capable of implementation
in ghort order, the directors concheded there was no konger B rersonabie prospedt of avoiding insalvency,
and resolved to Immediately patition the Courts for Adminkatration orders in rospect of the Compames.

A% a result of the combinabion of these avents the proposed Adminigirators enterad into negotiations with
the parties whose offers weare furthest advanced and did not require any further due diligance. This was
with a view 1o agreemng a transaction thal would provide a betler outcome for creditors than irading the
business i Administration and seeking further offers, or winding it down over the nexd few weeks (see
“Comparison of offers recaived” section bedow for further information).

During the course of the discussions. varous offers wera withdrawn laaving only one offer capabie of
being progressed.

Initial Introduction to the Companiea

Wa were introduced to the Group by HSBC Bank plc and intermationat and Commercial Bank of China
Limited. London Branch jjointty. ‘the Lendars’) in September 2017.

We were instnucted to cary oul the following work in connection with the Group, of which the Companies
are mernbers, prior 1o the appointmant of Admindstrators:

Date Descriptiun of work

Septerbar 2017 Review of the Group's short term fiquidity position.

28 March 2018 To assist the Lenders in assessing the wider nancial position and the Future
prospects of the Group in respect of their exposure to the Graup.

5 April 2018 Intlial roview of options available to Larders, which inchsded an analysis of the

risks and potentsal strategies that could be implemented.
Preparation of a discussion document in respect of 8 company voluntary
arrangemant (CVAT) feasibility study pespared by KPMG (the Group's
a0visors),

24 May 2018 Anglysis of the Group’s “Transformation Pisn”™ and sasociated financial
forecasts which included understanding kay drivers of tha plan,
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Dale Bescription of work

£1 June X8 Coatiryancy planning work and the assasemert of potential options for the
Lendars. inchutfing sn snalysis of potential opbons svailabie to the Group inthe
evant that the CVAs failed.

10 June 2618 Analysis of the Group's updated Trensformation Plan and covenart moded in
order to suppert the Lendess in thair discussions with the Growp in refation io
potartial faciity amendments associsted with C banner providing new funding,

30 July 2018 Fedlowing concerns over the ikelihond of C banned's invesimant, further
contingency planning in order that one or more insolvency officeholdars from
EY woald be in a state of reascnable preparedness 10 acoept fommal
insolvancy appointments 10 one or more Group companies in the eveot thal an

inesdtvancy fieng bacame unavoidabbe.

Pre-appointment considerations

The Group commenced & detated, bul accelerated markaling procass to identify other potentiaé
irvestors on 2 Augusi 2018. The Group was advised by N M Rothschild & Sons Limited ('Rothschid’), a
mamher of ore of the wordd's {ergest independent financial advisory groups.

Rothschild invited offars for the HOF business in the form of:
. A0 acaistion of the Group; other new money nwvestment in the Group: or
. an aquisition of the whals or pant of the (Group’s essets or business.

A summary of the process underiaken by Rothschild i provided batow:

- initinl discussions with an identified list of approximalely 48 potentially interasied parfies were
held from 2 August 2018 onwards, inchafing parties from the UK and overseas:

- potentially inferested parties identified included both trade panies and speciafist fmanaa!
investors;

- aprocess letter was issued jo potentially interested parlies from 3 Awgust 2018 onwards;

- nan-gisclosure agreements ware signed with appreximately 15 interested patties, each of which
was given access 1o & virual data rope containing information about the Group, its business,
assats and Eabilities, and

- interested parties were asked to provide condirmation of their interest along with initisl
commercial proposais for any acquisition by D0 pm {(London time) on 5 August 2018, This
accekerated timatable was necassary due to the detersorating liquidity position of the Group.

i should also bo soted that thers was significant press coverage in respect of the Group’s financial

Six partias made formal offers {some outside of the indlial 5 August 2018 deadline). Thase offers were
assesset using 8 numbee of criteria, ncloding vaius, timing and deliverability. Further details of the offers
received is provided in the “Comparison of offers” secticn beiow).
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Twu of these offers ware discourted as they did not provide a complata solutica and the conditions
aktlaching fe them would have baen difficel 1o achieve. particularly in the imescales availabée.

A thind offer was also discounted due to the Bme peniod raquired o conduct due diligence being too long.

During the couree of § August 2018 & fourth offer, which imvolved acquinng the secured dabt. was
disceunted as it became apparent that thers ware considerable risks 1o it being concluded before the
Group had to file for insolvency prodection. it was also not clear what additional funding this would
prowide o the Group to avoid formal insolvency.

Al of the above offers were evalugted and assessed as generating lower 8 recovesy for craditons than
from the various offers made by the remaining wa parties as st out below.

Oz of the two parties had made an offer to acquire the Group on a solvend basis for £1. However, this
was condidional upon teaching an agreemant with the Growp's secured lendess o write off the vast
majority of thedr keans, allow their priority ranking to be difuted and with the repayment of the remaining
batance of their loans 10 be on defemed terms. Negoliations on the terms cominued betwean his party
and the secured lenders during the course of week commencing 6 August 2018, with the tems and
structure of the offer changng to allow for some iImmediate cash payment but this was 1o be ai tha
expensa of writing off additional amounts of the first ranking secured loans with a substantial proportion
of any repayment being conditional upon future trading perfarmance improving snificantly beyond the
currarit levels, and thus was inhevently uncertain_ As a result. the offer was asking the secured creditors
to write off their lans beyond the value of the assets the loans were secured on.

As these digcussions continued ths party also proposed an offer \o acquire the business and assets
from an macivency sale at a price of £100 mi¥ion (see below). At & result an Asset Purchase Agreement
was issved o this party on Thuesday 9 August 2018 on the basis of Bcquiring the business and assets
on gn insclvert basis. However, during the evaning of the 8 August 2018 the party communicated that
they couki not justify the fransaction commercialty and they were withdeawiag thest intereat.

This then left the Sports Direct geoup offer as the best and only offer capabie of being completed.
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Comparison of offers received

The table below summarises the final offers which were recaived from sach of the parfies who submitted
an pffer } more than one offer during the sales process. Comesponding notes peovidad in respect of each

party.

Party {Hfer Note

Sports Direct group E£96.0 million 1

Party B £100.0 million 2

[subsequently
withadrawn)
Party C c.£44 million {plus 3
pakential for a further
c.£40 miliion]
Party D Est £49 million 4

Party & Funding of up to £40m 5

0N a supes priorty basis
Party F £20 million of funding to 6
suppon A transaction

Maote Cash purchase of business and assets of HOFL. HOFS and JBL wia Adminestration.
The offer scoepted was considered 10 represend 8 significantfy better owicome than was
ifaly froen alternative approsches. The tarms of the offer agreed were considerad
acceptable when henchmarkad against the varicus pravious offers that kad been
recebved duing ihe marketing process, as wedl a5 sganst the likety outcome from a
period of trading the Company {along with HOFL and HOF S} in Adersnestration whist
sepking buyers (see "Allemativie oplions considerad” section below}

Note 2 Cash pasrchase of business and assets of HOFL, HOFS and JBL via Admisistration.
Ofer prasested on the morming of 9 August 2018, ard on the same basis as the offer
recoived from Sports Direcd group. However, this offer was withdrawn at ¢ 9pm London
trma} on 9 Awgust 2018,

Note 3 Considarable uncertainty on whether they would complele as their original offer has
haen substantially vared daring 9 August

Note 4 This offer was subject to due diigenca that was estimated o take a further be weeks.
and thus the offer was nat dalverabla in the tmesceles available.

Note 5 This would ned havs provided sufficient funding on its own and the ferms weare ol

acceptable to the existing securad Jendess.
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Note 6 This wauld not have provided sufficiant funding on its own and the other parties
appeared to have sufficient financial resources of their own 1o complete their proposed
transactions.

Afternative options considered

Altemative options ware considered when assessing the final offer received, in particular & period of
| trading tha Companias {along with JBL} in Administration. However, we formad the opinion that it was
ot appropeiate 1o trads the business and offer it for sale Be a going concern dering Administration
because:
|

- xading in Adminisiration would be subject to a number of significant nsks. Including, but not smited

-~ Becuring ongoing support of key trading suppliers and merchant services providers, on
acceplable terms;

- potentisl rareom demands in connection with the above;

- securing ongoing support from concessions trading within stores,

«  inourring furthar losses and depledion of stock velues;

- arosion of brand value;
loss of employees: and

- additional professional fees incurred.

we concluded more ety to resull in a significantly lawer recovery for creditors s compared to the offer
racaivad, with minimal 4 any likelthood of sn improvad pulcoms .

B wae therafore considered to be in the bast intarests of craditors for the business and assets 1o be saéd
via the sale, in order to maximise asset values and reduce costs.

Furthermore, given i well-publicised marketing process had aweady been undeetaken, it was not
anticipated that continuing to irade tha business in Administration would generate enhanced retums from
a subsequant sale .

As a consaguende, following our appoéntment as Joird Administrators at approximatety 8am on
11k August 2018, we cordinued o negotiate with the Sports Diract group and sold substantially all of tha
Company's basiness and assels t0 companies in the Sports Direct Group at agproximatety Sam.

'Whiist the agreement includes the sale of the HOF rfore at Dundrum (Northem ireland): the transfes of
this slore is dependant upon racelving appropriata segulatory approvals in tha Republic of Ireland.

Thase factors wera conssdered to adversely impact on the value realised for the benefit of crediters and
|
|
|
|
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Consultation with major creditors

Tha Lenders wera consulited throughout the process, along with certain kaown sacured bond holders.
Each of these parties also pasitively conserted 1o the rmansaction.

Given the apcaterated timescaias and the shift to only bedng insobrerit options on the night of

9 Angust 2015 thers was no option io consult with wider cradtors of the Companies. Akbeit, given thal
insolvency was inevilaiNe on 10 August 2018, any vanations in the econcmic outcome to cradilors was
only gaing to Wpect upon the secured creditors. In addition, a largs number of creditors, including
suppliers, concession partners, iandlords and the peasion schemes, were aware of the financia! position
from being involved in earlier discussions with repard to the Company Votuntary Amrangeenents. debt
recrganisation and the nesd for the E70m sharehalder injection. As a result, they would heve been
aware that following the announcement that the C banper ransaction veould not proceed insolvency was
a potential putoome.

Furthermore, we undersiand that the majoetity of the Group's trade creditors are with HOFS. It shoukd be
noted that, it is currently astimated that the Prescribed Part avaitable 1o unsecured creditors in HOFS will
ba at its maximurs level of £0.6m (bafore costs of distibution), ard that secured lenders will suffer a
shortfall against thair dabt at the date of appoinimant with no surples for unsecured creditors.

Registered charges
The Companies have the following registerad charges:

Date of creszan of Date of regintrating of  Details of thargse Hame of chame holder
charge charge
5 August 215 12 Aupgust 2015 Bond and floating H3BC Corporate
charpa Trustas Company (UK)
Lirmited {as setutity
agent}
27 Juiy 2018 27 July 2018 Bond and ficating HSBC Corporate
charge Trusiee Company {LAK)
Lirnited (a5 securty
agent)

Statutory purposs of sdministration
The purpose of an Adrministration s to achieve one of three objectives:

8] 1o rescues the COMPANY A5 & QUIKg CORCEM;

b} 1o achieve a better result for the company's crediors as 8 whole than woukd be Ekely if the
company wan wound up fwithout first baing in Administration); or

£} 1o reslise property in order to make a distribution to one of more secured o prefanantial
credisrs,
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It was not deemed possibie to rescue the Companies as b going concern without a solvent offes for the
business or ahemative funding being made avadabla. Maithae were forthcoming in a format that was
defiverable i the ¥mescales available.

Consequantly, objective b} is being achiaved through the completion of a sale of substantialy all of the
Compankes Dusiness and essets.

The saie of the Companies’ business enables this cbipctive to be achieved through defivering a better
ocutcome 1o creditors than would have besn achieved Bvough a fiquidation sole of assets. The oulcoms
achigved through the sale was the best avadable cutcome for creditors as a whole in the circumstances.

Marketing of the business and assets

As noted above, an accelarated marketing process was undertaken by the Group with assistance from
Ruthechild.

Furthermore, given the situatica was widely publicised in fhe press, we consider that the process was
witdaly known to potentinlly interested parties.

Wa are of the opinion that the marketng process undertakan complied with the ‘Marketing Essentials’
wet 0w in Statement of Insolvency Practice 18.

Valuation of the business and sssets

A valuation of the business and assets was not obtained prinr tn tha transaction.

Given the markeling process that was underiaken by the Group prior to the trensacbon. we are satished
thiat the market has been tested and ihal market value for the business and assets has been obtained.

The transaction

As previously siated, the ssle was corepleted on 10 August 2018, Further dedails of the transaction are
given below,

The purchassr snd related parties

The purchaser is SO (Propeo 353 Limited, Shellco A2 Limited and Shelfoo A1 Limited {which ara part of
the Sports Direct growup).

A member of tha Sporis Direct group, Waest Coast Capital (HOF CO) Limited [WCC), hodds an 11%
sharehoiding in House of Fraser {UK & ireland} Limited. Howewer, # wat concluded that the Sports
Direct Group is not connecied to the Companies by virwe of this sharoholding.

e ara not aware of any directors, formaer directors or associates of the Carmpandos who are involved in
the financing, managerent or ownership of the purchaser.
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The transaction alsp mpacts on JBL which sntered Administration om 10 August 2018, The creditors of

JBL have besn writen to under separate caver.

e are not aware of any guarenteas given by the directons for amounts due from the Companies to a
pricw financier, or that 3 pekor financier is financing the new business.

The asssty

The assets sold across alf threa entities included in the transaction (HOFL. HOFS and JBL), to the

axtent they had right, titte and interest, comgpeised the following:

Bescripuon of asse Purchase conaigeratios

[
Business Intalleciual Property 1,500,000
Claims 1
Concession Agresmends and other contracts 2
Customsr Information 1
Equipmant 3.000.000
Gondwit] 1
Infarmation Technology 0G0
Property 1
Shares 1
Stock 84,999 992
Vebicles 1
Total 80,000,400

The transaction is in respact of the business and assets of HOFL, HOFS and JBL.

Please ncde that the Group's trading store in the Republic of irsland, located at Dundrum, was excluded
feom the sale pending the resolution of lecal regulatory matters. Tha store is continging 1o trade with a

viaw 10 completing a ransler 10 the purchaser ia due course.
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Sale consideration

As previously stated, the total sale considaration was £9G million. Al of the intal consideration of
£90 milkon wis paid on completion,

The sake proceeds have been aliocated as follows:

Category of assel Silncated 1o Allpoated to Allocated to Total
HOFL HOFS JHBL  consideramon
1€} (€5 {# 1%}
Business insiteciual property - 1,500,000 - 1.500.000
Claims - 1 - 1
Concession sgesmants and - 2 - 2
ather contracts
Cuttomer information - 1 - 1
Equepmaent - 2,580,138 110,862 3,000,060
Goodwill - 1 - 1
leformation technology - 481523 18,477 500,060
Property B 1 - 1
Shares - 1 - 1
Stock - 84 478,052 520,940 84,909 992
Vahiches - 1 - 1
Tota! = ;W M9 T 850,219 2,000,000

Other then for the Businass intellectual Property, Shaeps and the Property, the considaration has bean
allocated to the Roating charge in accordance with the existing regestered charges

Significant sasets not included in the sale agreeinent

The assets which we sre aware of, excluded from the transaction include:

~  reml prepayments (10 be recoverad from the purchaser as approgeiate);
- any business rstes refunds due to the Companies;

- cash in the Companies’ bank scoounts ot the date of appointmend:

- cash ip ransit at the diste of appointmant; and

. any other frading deblors & prepayments.

Thesa polential asssts will be imvestigeted hurther as the Administration prograsses, and a fusther updaie
will ba provided in our first progress report ko creditons.
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Ofher mattors

En accordance with pamagraph 4815} of schedule B to the insolvency Act 1986, we shak be preparing
our Statemant of Proposals within eight weeks of our appointment. This report wik be made availabla 1o
alt craditors and wilk give an indication of B likety dividend prospects.

AL this time. we will set out our proposals for remuneration. The statutory peovisices relating ko
rermunaration are sai out in Rule 230 of the insolvancy (Secolland) Rules 1888. Further information is
givan in the Association of Buskwss Recovetry Professionals’ publication "A Creditor's Guide to an
Administrator's Retunesation”. a copy of which may be sccessed from the web site of the Instiute of

Chartered Accoxrdants of Scotiand at hitps-(www.icas comtechnical-resources/creditor-gusdes-to-office-
holdsr-remyneation o is available in hand copy upon wriltan regueest 1o the Joint Adminisimtors.

Please nota that debis incurred by the Companias before our appoingment will rank as unsecursd daims
against the company. Any surns due to the company arising after our appointment must be paid in ful
and without sal-off against any debts incared by tha company prior to our appoinimend.

The direcikors are requirad to subimit & statement of affairs 1o us and you will appreciate that the full
financial position is not yat kriown. Please send me a detsilad staternent of any sums due fo you from
the any of the Companses (duarly indicating which company your claim is against).

Cattain detts doe from the Companies may be prafamential in sccordance with saction 386 of the
Ingcivency Act 1986, Il vou consider that you have B claim in this category. pleass adviee me
immadiztety, if you hold sny secuyrity for your claim or you consider that you have {le to any assets in
the company’s pnssassian, please forward detais o me 88 560N 85 possible.

Yous may be entiled 10 VAT bad debt relief on debts brising from suppiies more than six months old. This
procedure does not involve the Joint Administrators and clsims should be made directly 1o HM Revenue
and Cusiomas.

if thare are any matters conceming the Companies’ affairs which you cansider may reguirs investigation

and conssquently should be brought to our attention, please forward the details so me in writing as soon
as possibie.
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Appendix B- Detailed explanation of the transaction

EY !

it i A St
W kg woerkd

H you have any gueries please do not hesitate to contact my colleague. Joanie Sayman. on the abowe
contaci details.

Youurs Faithfubly
for the Companies

YN

R H Kafiy
Joint Adminsstrator

Enc Form 2.11B {Scot): Notice of Administrator's Appointment

T alfars, busiiess and property of 1 Comaamaes are bRy Manages By the Joint Agmisialors. & M Hudeon, C # Dempster
C A Lewts arvd £ H Kaly, Wwho Gt as agants of she Lompansass only and Wikt parsonat Babdty.

A M Hugion s heanasd in tha Linbed Kingdorr 10 act 25 an neolvircy pradiionsr By Tha AsSoc.abon Of Charisrud Cariis
Recosants. C P Dampousr and R 4 Kedly are lcansed s e Unded Kingelom 15 a0 26 26 Nsohvency Sraciimane by Tha Instiule
of Ehanesd ACCOLNANE of Scolland © A Lews 13 5oonsod i the Lnkalf $agdom 3 acl 3 an Dsi ety racatons by The
gkt of Chorared At tountants i England dnd Walis

Tha Snent Adresniiidradors May acl as daba cordroliar of pononal dats: A cefingd Ry e Sttt Data PIO0RC 0T Kaguiation
FHEETE. dapanding uptr Wi LG trooding &inibet uhtenaken. Bt & Young LiP aodior the Companies may 3ol X 2
didka peoCmasde O ThE Paruchons of the Jomt Adminisealos. Porsonal daka wil B gt Sectrs LW processed only 1or madars
AR K B ) Adminairalons appintmens The Office Holdar Thata Pricacy Natic # Can e Tound 21

i dry COMLR DINCaholdar ot vy
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Appendx B Detaiied explanation of the transaction

Rute § 19

The insolverwy Act 1988

Notice of administrator’s appointment

Pursuant to paragraph 46 of Schadule B1 to the insolvency Act 1988

Farm 2 118 (Seol}

and Rule 2 19 .01 the lnsolvency {Scotland) Rudes 1986
Name ot Domparry !

House of Fraser Lantan

ya st ksl | iAe
Wil R Rednl iny

” U P

: Company rumber :

] SLGEY82E

AW Hudst avg & Lewis of Eonst & Yourg LLP, 1 More Loodon Place London, SE)
2AF ard R ¥ Kelly of Binsd & Young LLP, 5 Brdgewater Place, Water Lang Leads (811
IR and & P Dompster of Eros! & Young LEP 144 Momson Streel, Edinburgh . EH3 2EX

gree nobioe Ihat bwasy we ware appointed as adsimsteaton & of the abgve company ¢a

R T |

Supned

Datedd

Joint Adminisiratorns

# Nos

Contact Details;

T e ol Tuve 19 gedg By nomiect
fermiative e g oped Gl iy i

o

vendagk gou f fhaem s a2 query on thé
Vg exmrgact informeditn 1188 yau
guen voll be aundia to seacchisne ol lhe

taeeri

b v

Caipanis Hnuss redept Aake
Pt

o e

10 Augustzi 1 ’

RN A e

4wl help Companes House ;Ernsﬁ&‘x‘aung LLF 1 Move Lorddon Plake, Losdon SET 2AF

S0 7 Q1S ¢ 4580 820F

- A Waty

.

1t s st speeme o 1o oolpacibot | easpmsseert es o ant ripmnamn
- B Numr:

Tel D207 551 1372

DX Exchange

|

W iy Peve pompietad and sgreed hes fore glense sand £ to the Regatrae of Compisies al,
i Companies House 159 Fountainbrigpe, Edinburgh, EH) 3FF
H

DX 235 Edcinturghs | LP 4 Edinburgh-2

el
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Appendix B: Detailed explanation of the transaction

Buge 3 10 Form & 1B (Soat:

The Ingoheangy Act 1984

Notice of administrator's appointment

Pursuani to paragraph £6 ol Schedule 81 to the Insolency Act 1986
and Ruje 2.10 of the insgivency {Beotland] Rules 1985

JRUOP Rl L e i, e iy

Mang of Cormpaary { Company mumter :
Hause of Fraser 15tores) Limites . | scotna? |

oAt A Rmessh ) f e AN Hudsen and A Lawis of Emst & Young LLP 1 More Lesdon Place London, ST
ol aqUresE 8L yay 2AF and R H Kelty of Emst & Young LLP 1 8ndgawater Place, Wader Lane, Leads, L5811
30R and © P Derpster of Emst & Young LLP, 144 Momsen Streed, Edinburgh, EF43 BEX

e NCRcE at | was+ we «e appeinied &% administrator{s) of the abewe company or

§ o e i 5 o A u_.ﬁg

e ot ol ) Augus( ZU18

L SR oo B s A5 S 2¢ ommciisamrd

Ang altach a copy of e adntmigiration ceder 7 2atce 0] Spposntrent

Sained

Dateert v b

Jount Adminmsiratoss BR300 ¢ B3 3EAD S 4208

IP Hog
Contact Details:
4 e o e s, e et aeeenit 3 e et e
Yow oo nict bave to ges sty cootag | AVall i
PADEEIEEes W ee DI0P DRPOBIE DU I pley §7 e e o i et
du d el bep Compaues House o | Emst § Young LLP, 1 More London Place, London, SE1 24F
LAY e oF IEE 1% D QUETY B B e i i i st it s+ = e s I
farm Mk conlact algonaton tiat you Ted Q207 841 3372
gree il b wmble B searchers of fhe - —— S v PUNEEHRUI R
aubifc e oDl DX MNgmiber | DX Exchange l
b it e+ ey mrmem s, sttt peprtms =) it s ewererees | st R T—
| an you R completed arvd signad s farm pheage send o b tha Ragisiar ol Cocpansgs w

L omiparigs Vinuss recemp! gate | Companles House, 139 Faurtainbridge. Edinburgh, EXI 3FF
hipsode DX 238 disburgh ¢ L 4 Edinbuargh2
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Appendix £ Joint Administraiors’ receipts and payments account

Appendix C  Joint Administrators’ receipts and
payments account for the period from
10 August 2018 to 15 August 2018

House of Fraser Limited (in Administration)

Notes
Estimated to
realise as per 1
Directors’ Statement
of Affairs (£}
2 Receipts £
n/a Property 0.24
Total receipts 0.24
2 Payments
Total payments
3 Balances in hand 0.24
Notes

1) Directors' Statement of Affairs not yet available
2) Receipts and payments are shown net of VAT
3) All funds are held in interest bearing accounts
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Appendix C: Joint Administrators’ recaipts and payments account

House of Fraser (Stores) Limited (in Administration)

Notes
Estimated to
realise as per
Directors’ Statement
of Affairs (£)
2 Receipts
—
Stock
Equipment
Business Intellectual Property
Information Technology
Concession Agreements and other contracts
nfa — Claims
Customer Information
Goodwill
Shares
Vehicles
Property
Total receipts
2 Payments
Total payments
3 Balances in hand
Notaes
1) Directors’ Statement of Affairs not yet available
2) Receipts and payments are shown net of VAT
3) All funds are held in interest bearing accounts

89,349,720.76

89,349,720.76

£

84,479,052.31
2,889,137.74
1,500,000.00
481,522 .96
2.00

1.00

1.00

1.00

1.00

1.00

0.75
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Appendix [ Estimate of the Companies’ financial position

Appendix D  Estimate of the Companies’ financial

position

An estimate of the financial position of the Companies as at 23 June 2018, being the latest
financial information available at this time, is provided below. This information is based on the

book values within the Companies’ records.
These are not the estimated to realise values.

House of Fraser Limited (in Administration)

£m

Assets
Fixed assets

Investments 144.5
Current assets

Trade and other receivables 0.2
Total 144.7
Liabilities
Current liabilities

Trade and other payables (181.3)
Total {181.3)
Net assets / (liabilities) {36.6)

Note: House of Fraser Limited is also a guarantor in respect of funding provided to the wider

Group.
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Appendix D: Estimate of the Companies financial position

House of Fraser (Stores) Limited {in Administration)

£m

Assets
Intangible assets

Goodwill 8.4

Other intangibles 66.8
Tangible assets

Property, plant & equipment 172.0
Other non-current assets

Deferred tax 55

Retirement benefit surplus 60.9

Investments in subsidiaries 20
Current assets

Inventory 97.3

Trade and other receivables 344 .8

Other 0.1
Total 757.8
Liabilities
Borrowings

Term loan (126.4)

Revolving Credit Facility (83.0)
Other non-current liabilities

Deferred income / other (123.7)

Deferred tax (5.5)

Fihance leases {12.5)

Provisions (29.7}
Current liabilities

Trade and other payables (366.3)

Finance leases {3.7)

Cash and cash equivalents {1.3)

Provisions (1.5)
Total {753.6)
Net assets / {liabilities) 4.2

Note: House of Fraser (Stores) Limited is also a guarantor in respect of funding provided to

the wider Group.
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Appendix E: Statement of Joint Administrators’ charging paficy

Appendix E  Statement of Joint Administrators’
charging policy for remuneration and
disbursement pursuant to Statement of
Insolvency Practice 9

Charging and disbursement policy
Joint Administrators’ charging policy for remuneration

The Joint Administrators have engaged managers and other staff to work on the
Administrations. The work required is delegated to the most appropriate level of staff taking
account of the nature of the work and the individual's experience. Additional assistance is
provided by accounting and treasury executives dealing with the Companies’ bank accounts
and statutory compliance diaries. Work carried out by all staff is subject to the overall
supervision of the Joint Administrators.

Al time spent by staff working directly on case-related matters is charged to a time code
established for the case. Time is recorded in units of six minutes. Each member of staff has a
specific hourly rate, which is subject to change over time.

Administrators’ charging policy for disbursements
Statement of Insolvency Practice 9 divides disbursements into two categories:
Category 1

Category 1 disbursements are defined as specific expenditure relating to the administration of
the insolvent's affairs and referable to payment to an independent third party. Such
disbursements can be paid from the insolvent's assets without approval from the Creditors’
Committee or the general body of creditors. In line with Statement of Insolvency Practice 9, it
is our policy to disclose Category 1 disbursements drawn but not to seek approval for their
payment. We are prepared to provide such additional information as may reasonably be
required to support the disbursements drawn.

Category 2

Category 2 disbursements are charges made by the office holder’s firm that include elements
of shared or overhead costs. Statement of Insolvency Practice 9 provides that such
disbursements are subject to approval as if they were remuneration.

It is our policy, in line with the Statement, to seek approval for Category 2 disbursements
before they are drawn.

Ernst & Young (155
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