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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’ securad 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 Arangement

Group House of Fraser (LUK & 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)

Rathschild N M Rothschild & Sons Limited

Rules The Insolvency (Scotland) Rules 1986
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1.1

1.2

Section 1: Introduction, background and circumstances giving rise to the appointment

Introduction, background and circumstances giving
rise to the appointment

Iintroduction

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
Insoivency 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 employed 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 5872

The Group was funded through a combination of a working capital 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 to the appointment

A Group structure chart is presented below.

House of Fraser
(UK & Irefand) Lid

100%

House of Fraser (UK &
Ireland) Acquisitions

Ltd

100%

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

100% 100%
House of Fraser
House of Fraser Funding} pic
(Storecard) Ltd (Funding) p
l 100% 100%
House of Fraser Other Subsidiaries
(Finance) Ltd
100% [ 100% 100%
Other Subsidiaries Other Subsidiaries House of Fraser
(Stores Management)
Ltd

Profit /

Type Gross Gross  Directors’ {loss}
Period Audited Turnover Profit margin  Remuneration before tax Total equity
(Year end: Jan) [ Draft (Em) {£m) {%) {(Em) {Em) £m
5m to Jun 18 Draft 481.5 130.7 27% - {68.9) 555
FY17/18 Draft - 7798 4456 57% 1.7 {0.7) 1301
FY16/17 Audited 836.3 483.1 58% 1.2 9.9 1107
FY15/18 Audited 826.6 484.1 59% 08 (20.2) 735
FY14/15 Audited 734 9 460.2 59% 15 (5.0 68.0
Sources: Auddited fi ial staf - Con House; Dralt financial staternents — company information
Note: Financial information is takan from the financial statements of House of Fraser (UK & trefand} Limited — the smaliest group that consolidates

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, background and circumstances giving rise to the appointment

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 materiaily
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 ¢. £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.
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1.3.2.3

13.3

Section 1: Intreduction, background and circumstances giving fise 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
onh 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
accur 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 praposed 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, c. £40 million of additional
funding would be required on or before 20 August 2018, increasing to ¢. £60 million 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 to the appointment

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 wouid 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 resoived to immediately
petition the Courts for Administration orders in respect of the Companies.
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2.1

2.2
2.21

Section 2: Purpose, 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 objectives:
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.

insolvency 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 forthcoming
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 outcome 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’ business 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

- Shelfco 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, Republic 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 network;

- 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 saie 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 Companies 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 to call an initial creditors’
meeting for either of the Companies.
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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 iodge 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 not 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);
- Ogreeing 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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2.2.8

2.2.9

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

Section 3: Statement of affairs

Statement of affairs

The directors have not yet submitted a Statement 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 available at this time; and

- acurrent list of creditors including, as far as is currently known, their names, addresses,
amounts owed and detaiis 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: Statement 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 insolvency 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 ¢.£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

53

Section 5: Joint Administrators’ remuneration, disbursements and payments to 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.//www.icas.com/technical-resources/creditor-quides-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 Paull LLP Legal services (Scotland) Time cost basis

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

Tughans Solicitors Legal services {(Northern 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 proposails.

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 quaiified
to act as an insolvency practitioner {and if more than one, by each separately); and
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Section 8. 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.
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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 4R2

Registered numbers: HOFL: SC021928

Trading Names:

HOFS: SC010677

House of Fraser, Frasers, Jenners

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

HCFS: 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 Appainted: 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 cut/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 tnsolvency Proceedings does apply to this administration and
the proceedings are main proceedings. This means that this Administration is conducted
according to UK insolvency legislation and is not 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 Diractor 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 Appointed Date Resigned Shareholding
Yong Shen Diractor 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 Diractor 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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Erw L YounatlP  Tot » 34 20 7851 2000
1 More Londen PraceFax + 44 20 7951 1345
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TOALL KNOWN CREDITORS 17 August 2018
Rat ROAL SHRCHOF PLF
Dl bpa +&d (0207 THO 42T
Emai MOl raal it e gk, g €™
Dear Sirn

House of Frazser Limited {'HOFL")

House of Fraser (Stores} Limited ('HOFS")

(both in Administration) (together ‘the Companies’)

Trading names: Houas of Fraser, Frasers, Janners

Principal trading sddress: 27 Baker Street, London, W1U $AH (head offica)

On 10 August 2018 the Companiae srered Adminisiration and Alan Hudson, Craig Lewia, Colin
Dempatar and | were appoinied as Joirt Adminizkaions. The appoinknents were made by the Court
undes the provisions of paragraph 12 of Schedule B1 10 the insolvency Act 1966,

| encioss a copies of Form 2,118 (Scot), for your information.

As kicensed insolvency practiionern. we are bound by the Inecivency Code of Ethics when carrying out
alt profeesional work reiating to the Administrations.
Sale of the businasa

On 10 August 2618 we compieied a sale of subatantially sl of the Companies’ businesa and assets o
e aniities istad helow, which are part of the Sporis Direct group, as pant of 8 transaction with otal

comiderstion of £90 millon:
- 5D (Propco 35} Limied;
- Shelfco A2 Limied; and

- Shelfco Al Limited.
The transaction sec ¥npacts on James Baattie Limiiad {JBL7), o reisted sniity which slso entered
Adminisicalion on 10 August 2018. The creditnm of JBL have been writien 1D under separsie cover.

In accordance wilth Sialemant of Insolvency Practice 18, a datailed explanation of the transaction is set
out bedow.

T L R L A T L R A
F T L T L B
B e B e L O R R e S e oA
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Background

The Companies and JBL traded as House of Frassr {HOF'), & pramium feshion, home and besuty
retpiler which wes founded in 1849. HOF oparaies 58 depariment stores in the United Kingdom and one
in the Repubiic of eland.

The Companies and JBL wers the subsidieries of House of Frassr (UK & irsland} AcquisiSons Limitad
(logether with its subsiiaries, the Group’} involved in the trading of HOF. Spacifically.

. HOFS was the Group's principal trading enlity and held the iossos i 44 of the dopanment stores;
_ HOFL hekd the lsssss 10 14 of the HOF deparkment stores, and suls-lel them 1o HOFS; and

- JBL heid the lsase lo ona of the HOF department sicres.

Bassd on the books and records avadeble fo us, HOFS and JBL employed approximutely 5872 peopls.

as summarisad below, in addition 1o €.10,100 conceasions sialf who were smploysd by vavious
concessionaires in the stonms.

Company Employees
HOFS 5,747

JBL. 125

Total 5872

The Group was funded fiwough a combination of a working capital faciiity, a revolving credit facility, »
orm loan, an overdraft and securad loan notes, totaliing spproxirmetely £400 million. in addilion, the
Group's majority shacehoider {Cenbeat Hong Kong Limited)} hes provided addilional funding support.

Financisl position

Tha financisl positon of the Group had deteriorsted signiicanily over the st 12 months. Dralt sccounts
Sor the year % Z7 January 2018 indicated that the Group made s loss before Laxation of £4.1 milion, snd
sulferad a “nat cash cutfiow” of £65 million: in that year (which included the one-off sale of certsin
oheolets rademarks for considersion of ¢. £25 milllion)

During the 13 wesks o 28 April 2018 the Group™s twrncver decined by 7.7% in comparison with the
smna pariod in 2017 (the Group's gross profit for thal padiod wae £14.8 million lower than thet for the
sams period it 2017), and the decling in ERITDA in the fiest quarter alsc increcssd yesr on yser, o
negative £31.4 milion, principally driven by the dechine in totel aales.

in light of thees challenges, the Group scught lo restruciurs its business. This. comprised wo overall
slemeonts:

a) Company Voluntary Arrangemanis

The first slement of the Restruchaing was 1o compriss a rationalisalion of the Group's isasshoid
ontals.
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On & Jana 2018 HOFL and HOFS fiwd propossls for Company Voluntary Arrangements (CVAS').
Tha proposais were conaidered 10 be central to the restructuring of the business mouired at that
time. The proposal of the CVAs was made with the inlention of sacuring investment from C_banner
intamational Holdings Limiled (C_banner'). Agreement had bean reached for C hanner to acquire &
51% stk in House of Fraser Group Limited. with an intention o introduce significant new capital:
conditional on, amongat other things, HOF resiruchuring its store porifolio.

The CVAs ware subsequently challenged by a group of ils landionds. howerer these challengee wevs
sattled.

b} Scheme of Arrangeawmit

The second slement of the rearuciuning was the amendment of various axisting finance agreements
a3 enipead indo bebwsen the Group and its secured creditons

In July 2018, a Scheme of Arrangement proposad by HOF'S was sancioned by the Courts and
became sifective on 27 July 2018. Thwee of the purposss of the schame were o:

- permitup o £50 milion of now financial indebiwdnoss Io be incurred sid o be secured on &
super senior basia. HOF subsequently entorerd into a £10m tetw loan faclity on a super senior
bansia and used this io repay a E10m shon teem overdralt iecility obizined from its lenders in
May 2618;

. taciitsie the solvent recapiialicaiion of the group by permiting the change of control expected
0 occur as & result of Cbanner's condiional agreament & acauire 8 51% staka in House of

Frasae Group Limiled and inject approximately E70m vie s placing: and
- extend the mabaity daies of sanior faciihes and noles to 30 Ociober 2020

However, at tha and of kdy 2018, it becarme clear thit the propoesd invastment from C.banner would not
be proceeding as planned: with an announcement made by C.banner in Hong Kong on 26 Juty 2018,
notifying of & delay in the despaich of is sharsholder circular in relslion o the transaction.

Alao, on 1 August 2018 C.banner's own share price declined madkedly auch that, according i & filing on
the Hong Kong stuck sxchange, it would be “impraciicable and inadvisahie™ Io procesd with ihe
proposad trensacion.

It was setimated ¥hat, in order %0 conlinue 1o trade the Group, ©. £40 million of addiional funding woulkd
be required on or befora 20 August 2018 increesing o ¢. £60 miflion to £70 milion by

28 Septembar 2018. This was previously 1o have been funded by the C_banner tranasction. As a result,
#rom Friday 27 July 2018 the Group smiered into urpent diacussions with potential investors in relation to
the provision of slemative invesiment and liquidily solusions, sdvised by Rothschild who alsc began
engaging with potential investors a3 pert of an Acceismied marketing process (fuither details provided in
the "Pre-appoiniment considerations ™ section balow). This, and the reculting press commrentary, reeultnd
n a number of expressions of inerest in Scquining or investing in the Group.
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Thase were a numibw of proposals from intaresied parties which, subject to significant wrile down and
resiructuring of certain financiel obligations, had the polential 1o praserve the soivency of the Graup
{ncluding the Companies).

On © August 2018, with no solvent solution in place and the Group's cash flow pasiion further worsenad
due I the sciions of canein service providers, which meant thet the Compenies snd JBL, absent sn
cash flow 1o coninue 10 lrade without the insolvency proleciion of an Adrminisinsion Order.

Al mestings of tha dimecion of the Companiss heid on § August 2018, following detelled considerstion of
tha finencial position of the Companies, the naturs of the remaining intsrssi from paniss and the
sbesnce of & Wranaaction for 8 salvent mecus of the Group being in plece or capable of implamantslion
in shorl order, the dirsciors concluded there was no Jonger s ressonable prospect of svouding insolvency.
and rescived ic immedistely peliion the Courts Sor Adnsnisiration crders in reapect of the Companiss.

As 8 resuit of the combinsiion of thess events tha propossd Administrators enlerad inlo negolistions wilh
with a view 1o sgresing a transaciion that would provide & betier culcom for creditors Thae trading the
buminess i Adminisimtion and sealking further offars. ar winding it down ovar tha naxt fow weeks (1ee
*Comperison of offers received” section balow for fusther information).

During the course of the discussions. various offers wers withdrewn leaving onty one offer capeble of
being progressad.

Initial introduction to the Companies

We were introckced to the Group by HSBC Bank pic and kvermstional snd Commercial Bank of Chine
1imitad, London Sranch (ointly, ‘the Lendars’) in Seplembar 2017.

We were insiructed 1o camy out the foliowing wark in conneclion with the Group. of which the Companies
s7e mambars, prior 0 the sppointment of Admisistrators:

Date Description of work

Seplamber 2017 Review of the Group’s short term liquidity position.

28 March 2018 To sasist the Lendars in sesssaing the wider financial position and the fulure
prospects of the Group in reepaci of their exposurs to the Group.

5 April 2018 initiel review of options available o Lenders, which included an analysis of the
sishs mnd potential siraslegiss thet could be implemented.

Prapsestion of a discumsion documant in respect of a company voluntary
wrcvnmmwwms (the Group’s

24 May 2018 munm.wmn—rwmm
forecasts which included understanding key drivers of the plan.
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Date Description of work

11 June 2018 Contingency planning work and the sssessment of polential options for the
Lendurs. including sn analysia of polarvial options availsble 1o the Group in the
event that the CVAS Iniled.

19 Juna 2018 Analysis of the Group's updebed Tranaformation Plan and covenant madel in

order io support the Lendens in their decussions with: the Group in relation (o

potantini faciity amendments aasocigied with C_banner providing now furding.
30 Juiy 2018 Following concems over $he Skelihood of C banner’s invastment, further

contingency piannifg in order that one or more inaotvency officshoidars from
EY would ba in @ state of reasonable preparedness b accept formal

insclvency appoinimanta ko ot of more Group companias in the event that an
insolvancy fling bacama unavoidable.

Pre-appointment considerations
The Group commanced a detaled. but sccalersied marketing procass to identify oiler potantial
invasiors on 2 August 2018. The Group waa adviead by N M Rothachild & Sona Limited [Rothachild'), &
mamber of one of the world's largest indepandent Snancial advisory groups.
Rothachild iviley| offers for the HOF business ins tha form of:

- an acquisiion of the Group; other new money imvestiment in the Geoup: or

- an acquisition of the whole or part of the Group's aseets or business.
A summary of the process undetiaken by Rothschild i provided bolow:

- iniial discussions with an identified sl of approximaiety 48 polentially Imerested partien were
twid from 2 August 2018 onwards. inchading pariies from the UK and oversean;
invesiars;

- aprocesy letter was issusd to polentially interested parties from 3 August 2018 onwards;

- nom-disclosure agreaments were signed with approximately 15 inleresind parties, each of which

was givan accass 10 a virtual dats room containing rformation shout the Group, its business,
aeseis and liabilities: and

- Mmmmmmmnmdmmmmmm

mmwmmw pm (London time} on § August 2018, This
acceleraiad tingtable was necessary d hmm\ghﬂymdmem

It should sieo be noted that thers waa significant press coverage i respect of the Group's financisl
b

Six patties made formal offers {(some outaide of the indtal 5 August 2018 deadline). Thase olfers were
Basesapd UNNG & number of crideria, Inchuding value. Yirming and deliversbility. Further detaile of the offery
mceived is provided in the “Comparnison of clfars ™ aaction below).

Ernst & Young |22



Appendix B; Detailed explanation of the transaction

Two of thase offers wars discounted as they did not provide a complele soiution and the conditions
altaching to them would have bean difficult 10 achievs. particularly i it iMmescales available.

A third offer was sisc discounted due to the time period required o conduct due diigence being too Jong.

During the course of 9 August 2018 a fousth: offer, which involved scquiving the secured debl, wes
discounted 22 it bacame sppareni that there were considerable risks io it being concluded before the
Group had 10 file for inmolvency groteciion. it was slsc not claar whal addilionat funding this would
peovide o the Groug to svokd jormal nsoivency.

Al of the shove oflsrs were evalused and assessed &s genersling lower 2 recovery for craditors thar
From the vasious offers made by the remaining feo pariies as set out below.

&-dﬂummhﬂm-wlubmnhsmpmlwmhﬂ However, this
was conditional upon maching sn sgreemant wilh the Group's seciawd lenders 1o write off the vaat
mquiydm-h.u sllow their priodly ranking 10 be dikded snd with the repayrment of the remvaining
balance of their loars o be on delarad terms. Negotistions on the lemms conlinusd batwesn this party
and the secuved lendars during the course of week commencing 0 Augest 2018, with the terms snd
struchure of the offer changing o allow for sorme immadiate cash payment bit this was o be at the
mdmdmmumannmmmm.mm
of any repayment beirg condiional upon fulure tradieg performance improving signiicantly bayond the
curment lavale, and thus wes inharently uncertsin. As & sesult, the olfer was asking the secured creditors
10 wrile: off their loana bayond the value of the aseets the joans wers secured on.

As these discuseions continued this party slac proposed an offer io scquire the businiss and ssesls
from an insclvancy sale af a price of £100 milion (see below). As 8 resull an Asest Purchase

was imsusd to this parly on Thursdey 9 August 2018 on the basis of scquiting the business and assat
on an insolvent basis. Howsver, during the svaning of the D August 2018 the party communicatod tha

Thia then left the Sparts Direct group offer as the best and oniy olfer capable of being completed.
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Comparison of olfers received

The table below summarises the final offers which wers received from sach of the partiss who submitied
an: offer / more than one offer during the sales process. Comesponding noles providad in respect of esch

pauty.

Party Ofter Note

Sports Direct group £90.0 million 1

Party B £100.0 million 2

{subsequently
withdraan}

Party C c.£40 million (plus 3

palential for a further
c.£40 million)

Party D Est. 4% million 4

Pary E Funding of up to £40m 5

anh & super priovity basis

Party F £20 mition of funding to ]

suppart & transaciion

Noie 1 Cash purchase of business ard assets of HOFL, HOFS and JBL via Administration.
The offer accopiad was considersd to reprecsent a significantly battar outoome than was.
likedy from slteinative approaches. The termas of the olfer agread were considerad
acceptable whan benchmaekad against the various pravious offars that had besn
raceived during the markeling process, as well as sgeinst the katy oulcomse from a
peviod of trading the Company {along with HOFL snd HOFS) in Administration whilst
soaking buyers (see “ANemative options considered” section balow).

HNote 2 Cash purchase of business and sssets of HOFL, HOFS and JBL via Administration.
Odfer presented on the moming of 9 August 2018, and on the same baaie as the offer
raceived frorm Sports Direct group. However. this offer was withdrawn at c.9pm (London
tima} on 9 August 2018,

Note 3 Coneiderable uncertsinty o whather they would complete sa their original offer has
been substantially vavied during 9 August.

Note 4 Thiz offer was subject to dus diigence that was estimpied 10 take a further two weeks.
and thus the offer was not telivarable in the imwecsles available.

Nols 5 This would not have provided sufident funding on its own and ths tenms were not

scoapiable 1o the skisting secured lenders.
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MNole & This would not have provided suflicient kinding on its own and the other parties
sppeared 10 have sullicient financial resowsces of their own 1o compisie their peoposed
iransactiona.

Ahernative options considered

Altamative oplions wens considared when assaseing the final offer receivedd, in particular a period of

trading the Companies (along with JBL) i Administralion. However, we formad the opinion that & wes

not approgrists 10 irade the businees and offar it for sake 88 & going concern during Adminisiration
because:

- Teading in Administration would be subject 10 8 number of significant risks. including. but not knitad

o

- securing ongong support of key trading supplisrns and marchant sarvices providens, on

accepiable terma;

- poleniial ransom demands in connaciion with the above;

- securng ongowmg support from concessions rading within stores;

- incurring further losses snd depletion of slock valuee;

- anosion of brand valus;

- loss of smployses; and

- addiional professional fees mcurmed.
Thess factors wemn considerad to sdversaly impact on the yalue realised for the benefit of creditors and
we conchxiad mors fikely 1o rasull in 2 significanily lower recovery for craditors as compened o the offer
recaived, with minimal ¥ soy Fekhood of sn improved ouvicoms .

I was thereliors considered 1o b in the best interosie of creditors for the business and sesets o be sold
via the sale. In order to maximiss sssel values and reduce costs.

Furthermors, given a well-publicised markeding process had aineady heer underiaken. it wes not
snlicipsied that confinuing 1o frade the business in Administretion would panerate enhancad relums from
s subsequant sslo .

As a congequancs, following our appaimment s Jont Adminisirators st approximately Bam on

10 Augarst 2018, wa conlinued ¥ negolisis with the Sparts Direct group and soid substantinily alf of the
Company’s business and assels 10 companiss in the Sporis Divect Group at spproximately Sam.

‘Whilst the agresment includes the sale of the HOF stors at Durndrum (Northem irelend): the iranafer of
this stors is dependent upon mosiving appropriale repulsiary approveis in the Republic of irelsnd.
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Consultation with major creditors

Esch of thewe pariies alao positively consented to the iransaction.

Given the accelerated timescales and the shift 1o only being insolvent oplions on the night of

8 August 2018 thers wae no cption to coneult with wider craditors of the Companies. Albeit, given thet
ineolvency was ingvitable on 10 August 2018, any variations in the economic outcoms 1o creditors was
only guing to impact upon the seGured creditons. in addiion, a large number of creditors, including
suppliars, conceasion partiets, lendiorde and the pansion schamos, wore sware of the financial position
from baing involved in earlier discussions with regand Io the Company Voluntary Arangements, debt
marganisation and tha nead for the £70m sharshoider injection. As a reslt, thay would have been
aware that following the aoncuncement that the C_banner irnemaction would not proceed insolvency wes
» polentisi ouicome.

Furthermore, we understand that the majority of the Group's irade credilors ars with HOFS. k should be
noted What, & is curmntly astimsied thet tw Prescribed Part svsilsbie to unsecured creditors in HOFS will
be af its maximum level of £0.6mn (bedore costs of distribution), and that secured landes will sulfer a
shorttall againet their debt at the date of appointmaent with no supius for unsecured craditors.

Ragiatered charges

Date of creation of Date of registration of Detaiis of charge Name of charge holder

charge charge
5 August 2015 12 August 2015 Bond end floating HSBC Corporate
chaige Trustes Company (UK)
Limnibad {25 security
agent)
27 July 2018 27 July 2018 Bond end fioating HSBC Comporute
charge Trusiee Company (UK)
Limited (as security
agent}

Statuiory purpose of administration
The purpose of sh Adeministration is to achieve one of three objectives:

u) torescus the compahy 8% B going concem;

b} to achieve a better result for the company's craditors as & whola then would be Bkely i the
campary ware wound up (without first being in Adminiairalion); or

G} 0 regline property in order 1o make & distribution o one or more secured or preferentiol
credilons.
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It was not desmed ponsibie to reacus the Companies ss & going concem without @ solvert offer kor the
business or aktarnative funding being made avislable_ Neither were forthcorning in 8 format that was
deliverable in the imescales available.

Consequently. chisciiva b} is baing achisved through the completion of 2 sale of substantially st of the

The sale of the Companies’ business snabies this objective 1o ba achieved through delivering a better
outcome (o cradiiors then would hava baen achieved through a liquidation: sale of sesets. The outcome
achieved through the sals was the best avadahie ouicome for cradilors as a whole in the circumstences.

Marketing of the business snd assets

As noted shove, an accelersted marketing process wes undertaken by the Group with secistance from
Rothachild.

Furthermore, givan the situstion: was widsly publicisad in the press, we consider thet the process was
widaly inown io potentially interseiod pares.

set oul in Ststament of insolvency Practice 18.

Valuation of the business and sessis

A valustion of the kminess and asseis was hot obtainad prior to the trensmction.

Géven tha marksling process that was wertalun by the Groug prior (0 the transaction. we ar satiefied
that the markat has been tesiod and thet market value for ihe business and sesets has been obirinad.
The transaction

As praviously stated, the sale wes completed on 10 August 2018, Furthor detaile of ihe transaction are
given below.

The parchaser snd reisted parties

The purchaser is SDI (Fropco 35) Limilad, Shelfco A2 Limiled and Shelfco A1 Limited (which are pert of
the Sports Direct group).

A mamber of the Sports Oinect group, Weet Cosst Capital (HOF CO} Limiled {WCC'). holds sn 11%
sharsholding in House of Frasar (UK & eland} Limited. Howevar, it was concluded ihat the Sporis
Dirsct Geoup is nol connected 1o the Compenies by virue of ihis shershoiding.

Wa sre not swars of any direciors, formar dirsciors or sssocisies of the Companies who ane involvad in
the fnancing, managamant or ownership of the parchaser,
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1

The transaction sleo ¥mpacts on JBL. which entered Administration on 10 Auguet 2018. Tha creditors of

JBL have been wiitlen to under separato cover.

Wa are not aware of any guaranises given by the direciors for smounts due from the Companies o a
prior financier, or that & prior financier s financing the nw business.

The assetz

Tha assets noid across ail threa sniitios includad in the ransaction {HOFL, HOFS and JBL ), 1o the

axiant they had right, it and inlerset, comprised the following:

Deacription of assst Purchase consideratit;n

®
Businsas inislieciual Property 1,500,000
Cluims 1
Concession Agreamenis and other contracts 2
Customer Iformation 1
Equipmant 3,000,000
Gaotwil 1
Information Technology 500,000
Property 1
Shares 1
Stock 84,999,992
Vehicles 1
Total 90,000,900

The trensaction is in reapect of the business svd asseta of HOFL. HOFS and JBL.

Ploane note that e Gioup's rading store in the Repubiic of eland, located at Dundrum, was excluded
from the sale pending the resolution of local reguiaiory matten. The siore is continuing o trade with a

view o completing & wansfer 1o the purchaser in due touree.
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Sale considerstion

As previously statad, 1he iotal ssie considenstion was £90 million. All of the total consadecation of
£00 milfion was paid on completion.

The sale procesds heve been allocated as follows:

Category of saset Allocated to  Allocated to Allocsted to Total
HOFL HOFS JBL  considermtion
£ ) i) 3]
Busineas intellactusl property - 1,500,000 - 1,500.00¢
Claima - 1 - 1
Conosssion sgreemants and - 2 - 2
oher confracts
Cusiomer informalion - 1 - 1
Equipment - 2,889,138 110,802 3,000.000
Goodwil - 1 - 1
information technology - 481,523 18477 500,000
Proparly - 1 - 1
Shares - 1 - 1
Siock - 84,479,052 520 940 84,990 002
Vahiciea - 1 - t
Total - 80,240,721 5.7 90,000,000

Other than for the Business intellectual Property, Sheres snd the Praperty. the consideraion has been
allocaind o the flosling charge it accordance with the existing regisiersd charges

Significert sssein not incheded in the sule sgreement

The assets which we wre aware of, sxdluded from the tmnesclion include:
- rent pepeynents (io be recoversd from the purchaser se appropriale};
- any businese rales refunds due fo the Companies;

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

- cash in transit st the dele of appainiment: and

- 80y oiher trading deblors & prepayments.

Thase potential assets will be imosiigaiad further ss the Administrabon progresses, and a further updale
will be provided in our first progrees report 1o creditors.
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Appendix B: Detailed explanation of the transaction

EY :

in accordance with paragraph 43(5) of achedule B1 10 the inscivency Act 1086, we shall be preparing
our Stalement of Proposais within sight weeks of our sppoiniment. This report will be made avaiable ©
alf craditors and will give an indication of tha Skely dividend proapects.

At thia e, we will sat out our proposals for remmuneration. The steltlory provisions relsting o
mmnmunmzmduimwmhum Fuathwr informadion is
giveni in the Asaocistion of Business Recovery Prolessionaly’ publication ‘A Creditor's Guide to an
Adminisirsior's Remuneration’. amdmmhwmﬂnmmdhlmd

mmmwumumﬂmmwmmbmm

Plaase nots that debis incurred by the Companias befors our appointment will rank as unascured caims
apsitet tha company. Any sums due to the company asising after our appoiriment must be paid in full
and withoul set-olf ageinst any debits incurred by the company frior 0 our Bppainbment.

The diceciors are required 10 submit & stetement of affais fo us and you will appreciate that the full
Enancial position is not yet known. Plases send me a detaded statamant of any sums due 10 you from
the any of the Companies (dleary indicating which compiiy your claim is ageinst).

Cartain debis due from the Companies may ba preferential in accordance with section 386 of the
insolvency Act 1986. I you consider that you have a claim in this category, pissss advise me
immediatsly. f you hoid any sscurity for your claim or you consider that you have tille to any assels in
the comparry's posseesion, pisase forward datadls 1o me a5 2oon a5 possible.

You may be sniled to VAT bad debt relel on delris arising from supplios more than six months vid. This
procedure does not involve the Joint Administrators. and claims should be made directly 1o HM Revenve
and Cusboms.

and consequently should be brought 10 our atlention, please forward the detadis 10 me in writing as soon
e possible.
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Appendix B: Detailed explanation of the transaction

EY )

¥ you have any queriss plesse do nof hesitate 1o coniact my collaague, Jokn Snyman, on the sbove
contact detaills.

Yours faiiviully
for the Companies

@8 b

RH Kelly

Em  Form 2118 (Scat)k Nokice of Adminsirslor’s Appoiniment

Tha affairs, business and proparty of tha C. afa baing by b 2ot FY g T cCP
cA_ﬂnnmmmuwummmmmmm

AN Hodean is Sconsas i e Unisd Xingrom 1o act as an ik vy Tha A [ 2- Cariilied
MCPmmRHMmWhummwﬂ-a by Fhe

of G o Bt CAL“EWMMMW»MMMM,WMWIM
Insote of L A n Eng and YW aias

Tha Joiet Adminisineions iy Sci i dals comrollars of panonal deks as dalinad y the Ganersl D F

2095878, W upon the spaciic ing activitias mlmuﬂmﬂ’whcmmm-a
Oaks -he of thr Jaint A& Parsonas deta 8 be Mgt sacine St pvocessad only for sl
mnmmmm‘mmmmnnMym:anmu

WA BY. R
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Appendix B: Detailed explanation of the transaction

Rule 2 19 Form 2 118 (Scat)
The Inscivency Act 1488

Notice of administrator’s appointment

Pursuant to paragraph 48 of Schadule B1 to the Insolvency Act 1986
and Rule 2.19 of the insolvancy |Scotiand) Rules 1988

} Name of Company ] rCompan;- nutrier )
\ Mouse ot Fraser Lamdeg SCO21928 l

J

1w; tnsert il nareiss | SN A W Hudson and © A Lewis of Emnet & Yeung LLP, 1 Mars Landon Place, Lardgn, SE1
end addreasiestt (g} 2AF and R H Kelly of Emst & Young LLP, 1 Bridgewalsr Place, Water Lane Leeds, LS11
5QR and C P Dempster of Erngt & Young LLP, 144 Morrison Strest, Edinburgh, EH3 BEX

give nolice that bwas- we were appointed as advrunistrator(s) of the above company on-

i ‘ .
bl Ingen dae 1 i) 10 Auguet 2018 \
[ -

and atach & copy of the sdministretion order / nobce of appointment

S T N

Sgned

Dated i s 119

Joint Administrators  B200 8356 ¢ 8583 1 BROR

P Hos

Contact Cetails:

You do not have b0 pwe any contact A Wal) 1

wiksrmale i the ban opposae bul ¥ you - e e~
an 2 wil hetp Comparves Houee W Ernat & Young LLP. 1 More London Place, London, SE1 2AF “

contecl you o lhere 8 3 quefy on the

form  The contact niormation thit you | ] Tal 0207 951 13?2 ) !
grva will be wisible 10 searchars of the | e i ;
BUbAC recary DX Number: DX Exchange:

pr e
i .—f Viher! you have completed and sgned this form please send i to the Regsirg of Companieg at.

 Compenios House recet dase ‘ Companiss Houss, 118 Fountainbridge. Edinburgh, EHY 9FF
! Latcooe DX 238 Edinburgh / LP 4 Edinburgh.2
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Appendix B, Detaiied explanation of the transaction

Rule 2 18

Form 2 11B (Scal)
The insofvency Act 1086

Notice of administrator's appointment

Futsuant to paragraph 48 of Schedule B1 to the insolvency Act 1988
and Rule 2.19 of the lnscivency {Bcotiand) Rules 1988

" H N
| Nams of Company Company number l
i House of Fraser {Stores) Limited SCO10877 I

1 lmsert it ndmetsl | r g A R Hudson and C ALewis of Ernst & Young LLP. 1 More Loadan Place, London, SE1

g uovessins)! (a) 2AF and R H Kelly of Emst & Young LLP, 1 Bridgewater Place, Waler Lane, Leeds, LS1Y
3CR and C £ Dempsier of Emat & Young LLP, 144 Momson Siresd, Edinburgh, EM3 BEX
give notice hat Lwass we were appointed a3 administrator(s) of the sbova oompany on;
(> vt e | (1) 10 August 2018

(-

and witach a copy of the adminimtraton arder / natice: of appomtment

A <\“|" ¥

Signed

Dated RN

Jount Administrators 8200/ BI5G s B5AZ / Sg0R
IP Nos

Contact Details:

You do not have 1o gwe any contagt A Wali ]
niommation it the box cpposite bt o wonl —
da it will heip Companies House 1o Em#t & Young LLP, t More London Plece, London, SE1 2AF

contact you if there = a query an Ihe

The contat! #iformavon that yow Tet 0207 951 1372

QIVE walf D visibie 1 searchers of the
public recard

| Companies Housa fetmipt date
-I DX 238 Edinburgh / LP & Edinborgh.2

i“DJ't Numbes: 1 DX Excharga

YWhon yuu have compieted and Sigrad s form please send It 1o the Registrar of Companws at
Companies House, 139 Fountsinbridge, Edinburgh, EH3 OFF
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Appendix C: Joint Administrators' 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 Rocelpts £
na Property 0.24
Total receipts 0.24
2 Payments
Total paymonts
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’ receipts and payments account

House of Fraser (Stores) Limited (in Administration)

Notes
Estimated to
roalise as per 1
Directors' Statement
of Affalrs {£)
2 Recoipts
I
Stock
Equipment
Business Intellectual Property
Information Technology
Concession Agreements and cther contracts
va = Claims
Customer Information
Goodwill
Shares
Vehicles
Property
Total receipts
2 Payments
Total payments
3 Balances in hand
Notes
1) Directors’ Statement of Affairs not yet available
2) Receipts and payments are shown net of VAT
3) Allfunds are held in interest bearing accounts

__ 89,349,720.76_

89,349,720.78

£

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

0.76

Ernst & Young ' 35




Appendix D: 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

Asgsets
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 5.5

Retirement benefit surpius 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)

Finance 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 policy

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.

All 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 8, 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 Insoivency 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.
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