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TO ALL KNOWN CREDITORS 17 August 2018

Ref: RICAL/SH/RK/JBL/PCF/D11.1
Direct line: +44 (0)207 760 9217

Email: hofadministrations@uk.ey.com

Dear Sirs

James Beattie Limited (in Administration) (‘the Company’)

On 10 August 2018 the Company entered Administration with A M Hudson, C A Lewis, C P Dempster
and | appointed to act as Joint Administrators. The appointment was made by the Court under the
provisions of paragraph 12 of Schedule B1 to the Insolvency Act 1986.

| write further to my appointment as Joint Administrator of the above Company and attach a copy of my
Statement of Proposals in accordance with paragraph 49 of Schedule B1 to the Insolvency Act 1986.

As you will note from the proposals, there is no prospect of any funds becoming available to unsecured
creditors other than by virtue of the Prescribed Part. As a consequence, | do not propose to seek a
decision on approval of the proposals from creditors.

Creditors whose debts amount to at least 10% of the total debts of the Company may requisition a
decision (either by a decision procedure or deemed consent procedure) on approval of the proposals if
they deliver to me, within 8 business days of the date of delivery of these proposals, a request which
fulfils the requirements of Rule 15.18 of the Insolvency (England and Wales) Rules 2016 (the Rules). In
accordance with Rule 15.19 of the Rules, | may require a deposit as security for payment of the
expenses associated with convening a decision procedure or deemed consent procedure and will not be
obliged to initiate the procedure until | have received the required sum.

In the event that a decision is not requested by creditors under paragraph 52(2) of Schedule B1 to the
Insolvency Act 1986, the proposals will be deemed to be accepted. The Joint Administrators’
remuneration, Category 2 disbursements, and unpaid pre-Administration costs incurred with a view to
the Company entering Administration will be agreed with the secured creditors and if applicable, the
preferential creditors, in accordance with the provisions of Rule 18.18 and Rule 3.52 of the Insolvency
(England and Wales) Rules 2016.

As the Joint Administrators propose to ask for their remuneration to be fixed on a time-cost basis, they
are required to provide creditors with an estimate of the remuneration to be charged and details of
expenses incurred and likely to be incurred. The information is attached at Appendix A to this letter.

The UK firm Ernst & Young LLP is a limited liability partnership registered in England and Wales with registered number OC300001 and is a member firm of Ernst & Young Global Limited.
A list of members’ names is available for inspection at 1 More London Place, London SE1 2AF, the firm’s principal place of business and registered office. Ernst & Young LLP is a multi-
disciplinary practice and is authorised and regulated by the Institute of Chartered Accountants in England and Wales, the Solicitors Regulation Authority and other regulators. Further details
can be found at http://www.ey.com/UK/en/Home/Legal.
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If there are any matters concerning the Company’s affairs which you consider may require investigation,
and consequently should be brought to our attention, please forward the details to me in writing as soon
as possible.

Should you have any queries relating to this letter or any other aspect of the Administration, please do
not hesitate to contact my colleague, Joanie Snyman, on the above details.

Yours faithfully
for the Company

?\s\w:%\

R H Kelly
Joint Administrator

Appendix A: Fee estimate and details of expenses
Enc: Joint Administrators’ Statement of Proposals

The affairs, business and property of the Company are being managed by the Joint Administrators, A M Hudson, C P Dempster,
C A Lewis and R H Kelly, who act as agents of the Company only and without personal liability.

A M Hudson is licensed in the United Kingdom to act as an insolvency practitioner by The Association of Chartered Certified
Accountants. C P Dempster and R H Kelly are licensed in the United Kingdom to act as an insolvency practitioner by the Institute
of Chartered Accountants of Scotland. C A Lewis is licensed in the United Kingdom to act as an insolvency practitioner by The
Institute of Chartered Accountants in England and Wales.

The Joint Administrators may act as data controllers of personal data as defined by the General Data Protection Regulation
2016/679, depending upon the specific processing activities undertaken. Ernst & Young LLP and/or the Company may act as a
data processor on the instructions of the Joint Administrators. Personal data will be kept secure and processed only for matters
relating to the Joint Administrators’ appointment. The Office Holder Data Privacy Notice can be found at
www.ey.com/uk/officeholderprivacy
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Estimate of remuneration to be charged

The Joint Administrators are seeking approval for their remuneration to be fixed on a time cost basis.
In accordance with Rule 18.16(4) of the Insolvency (England and Wales) Rules 2016, they set out
below their estimate of remuneration to be charged.

The estimate of remuneration is £126,640.50 plus VAT. An explanation of how this sum has been
arrived at is set out below and a breakdown of the expected costs is attached on the following pages.

Explanation of the work proposed to be undertaken

Category of work

Accounting & Administration

Bank and Statutory Reporting

Creditors

Employee Matters

Immediate Tasks

Investigations

Job Acceptance & Strategy
Legal Issues

Other Assets

Other Matters

Prescribed Part

Property
Public Relations

Statutory Duties

VAT and Taxation

Description of work to be completed

Overall management of the case, treasury and accounting functions,
statutory compliance diaries and time cost reporting.

Regular reporting to the Company'’s secured creditors.

Preparing the Joint Administrators’ Statement of Proposals, six
monthly progress reports and final report.

Receipt and recording of creditor claims.

Correspondence with creditors.

Processing distributions to the secured and preferential creditors (as
applicable).

Writing to employees regarding TUPE related matters.

Dealing with any employee enquiries

Completion of work streams requiring immediate attention following
appointment, in order to execute the strategy outlined in the
Proposals.

Investigations into the Company’s affairs in accordance with
Statement of Insolvency Practice 2: “Investigations by Office
Holders".

Making an online submission to the Director Conduct Reporting
Service in accordance with the Company Directors Disqualification
Act 1986.

Matters relating to the appointments and initial planning.

Dealing with any ad hoc legal issues which may arise in the
Administration.

Realising value from the Company’s residual assets.

Assessing, quantifying and seeking to realise value from assets not
recorded in the management accounts of the Company at the date of
appointment.

Matters relating to the sale of business and assets.

Recovery of the Company’s books and records, and electronic
records (including a back-up of company servers and systems).
Calculating the Company’s net property and Prescribed Part to be set
aside, as appropriate.

Distributing the Prescribed Part to unsecured creditors.

Dealing with enquiries from the Company'’s landlord, which may arise
following the transfer of the property as part of the sale

Agreeing and issuing statements to the press as required, and
dealing with enquiries from the media.

Completion of statutory requirements of the Administration, including
notifications to the creditors and members, advertising the
appointment, letter to creditors pursuant to Statement of Insolvency
Practice 16, and filing documents at Companies House.

Preparing corporation tax and VAT returns, with input from EY VAT
and tax specialists.

Assessment of the VAT and tax treatment of transactions and
agreements entered into during the Administration.

Preparing claims for VAT bad debt relief (if applicable).
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Estimate of the Joint Administrators’ remuneration

Staff Grade

Partner /

Director Senior Manager ~ Manager Executive Analyst Total hours  Time costs (£)
Accounting & Administration 25 4.4 29 7.4 7.4 24.6 12,664.05
Bank and Statutory Reporting 37 6.6 44 11.0 11.0 36.7 18,996.08
Creditors 1.2 22 15 37 37 12.3 6,332.03
Employees 0.5 0.9 0.6 15 15 5.0 2,532.81
Immediate Tasks 0.5 0.9 0.6 15 15 5.0 2,532.81
Investigations 29 53 35 8.8 8.8 29.3 15,196.86
Job Acceptance & Strategy 05 0.9 0.6 15 15 5.0 2,532.81
Legal Issues 0.5 09 0.6 15 15 5.0 2,532.81
Other Assets 1.7 3.1 21 5.1 5.1 17.1 8,864.84
Other Matters 1.0 1.8 1.2 29 29 9.8 5,065.62
Prescribed Part 25 4.4 29 7.4 7.4 24.6 12,664.05
Property 2.0 35 24 5.9 5.9 19.7 10,131.24
Public Relations 0.2 0.4 0.3 0.7 0.7 23 1,266.41
Statutory Duties 29 5.3 35 8.8 8.8 29.3 15,196.86
VAT & Tax 2.0 35 2.4 5.9 5.9 19.7 10,131.24
Total hours 24.6 44.1 29.5 73.6 73.6 245.4
Time costs (£) 25,357.50 32,634.00 16,464.00 30,502.50 21,682.50 126,640.50
Average hourly rate (£) 1,031 740 558 414 295 516

Details of expenses incurred and anticipated to be incurred

Expenses comprise sums paid or to be paid to third parties, and sums paid or payable to the Joint
Administrators’ firm in respect of out of pocket expenses and costs which include an element of
shared or allocated costs. Expenses expected to be incurred are £27,280 plus VAT.

An explanation and breakdown of the various expenses is provided below.

Explanation of expenses expected to be incurred

Category of expense Description of expense incurred or to be incurred

Property costs: transferring store - Rent and associated property costs for the Company’s store taken on by the
purchaser of the business and assets.

Legal fees - Legal advice regarding property matters and other such matters required to
maximise realisations from the Company’s estate

Insurance - Costs to insure the Company’s assets and operations during the Administration
period.

Statutory costs - Costs of completing statutory requirements of the Administration including
advertising and filing costs.

Storage - Costs to arrange collection and storage of the Company’s books and records,
for minimum periods required under legislation.

Bank charges - Charges associated with the operation of the Company’s bank accounts during
the Administration

Corporation tax - Corporation tax which may become payable following the preparation and

submission of Corporation tax returns. It is currently too soon to provide an
estimate in respect of these costs.

Specific Bond - A required form of insurance in connection with the Administration.

Postage and printing - Those costs incurred by the Joint Administrators in printing and posting the
Joint Administrators’ written communication to all relevant creditors and
shareholders.

Travel and accommodation - Those costs relating to travel and accommodation in connection with work on

the Administration, whilst operating from or attending sites operated by the
Company prior to Administration, and third party locations to attend meetings
with key stakeholders.

Mileage - Those costs relating to mileage incurred by the Joint Administrators and their
staff in respect of their work on the Administration, whilst operating from or
attending sites operated by the Company prior to Administration and third party
locations to attend meetings with key stakeholders.

- Current mileage rates are 45p/mile.
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Estimated Joint Administrators’ expenses and disbursements

The table below summarises the Joint Administrators’ current estimate of expenses and
disbursements in this matter

Payments which are not disbursements £
Property costs: transferring store See note 1
Legal fees 15,000
Insurance 2,000
Statutory costs 2,000
Storage 2,000
Bank charges 500
Corporation tax TBC

21,500

Category 1 disbursements (see notes 2 & 3)

Specific penalty bond 1,280
Postage and printing 2,000
Travel and accommodation 2,000
5,280
Category 2 disbursements (see notes 2 & 3)
Mileage 500
500
Total 27,280
Notes

1. The property costs payable will depend on the duration that the purchaser of the Company’s
business and assets continues to occupy the store held by the Company under licence. Itis
envisaged that any costs paid in connection with the transferring store will be recovered from the
purchaser.

2. Statement of Insolvency Practice 9 (‘'SIP 9) defines expenses as amounts properly payable from
the insolvency estate which are not otherwise categorised as office holders’ remuneration or
distributions to creditors.

3. SIP 9 defines disbursements as a type of expense which is met by, and reimbursed to, an office
holder in connection with an insolvency appointment. Disbursements fall into two categories:
Category 1 and Category 2.

a. Category 1 disbursements are payments to independent third parties where there is
specific expenditure directly referable to the appointment

b. Category 2 disbursements are expenses which are directly referable to the appointment
but not a payment to an independent third party. They may include shared and allocated
costs.
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Exceeding estimates of remuneration and expenses

These estimates may be exceeded, in which case an explanation will be provided in the appropriate
progress report. The Joint Administrators will only draw remuneration in excess of the estimate with
the prior agreement of the approving body, in accordance with Rule 18.30 the Insolvency (England
and Wales) Rules 2016.

Estimate of return for creditors

We currently estimate the following returns for creditors:

Secured creditors

We currently estimate that the Company’s secured creditors will suffer a significant shortfall against
their debt at the date of the Joint Administrators’ appointment.

Preferential creditors

All of the Company’s employees 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.

Itis currently too soon to quantify these claims.
Non-preferential creditors

It is currently estimated that unsecured non-preferential claims will be in the region of £39 million. This
estimate is based on the Company’s current books and records, and is likely to change as further
claims are received.

Itis currently too early to estimate the level of dividend which will eventually be available to non-
preferential creditors; however, given the shortfall expected to be suffered by the secured creditors,
we anticipate distributions to non-preferential creditors will be limited to funds set aside pursuant to
the Prescribed Part.
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Abbreviations

The following abbreviations are used in this report:

Act

Banks
Bondholders
C.banner
Company
CVA
Group
HOFL
HOFS
HOF
Rothschild
Rules

The Insolvency Act 1986

The Company's secured bank funders

The Company'’s secured loan note funders
C.banner International Holdings Limited

James Beattie Limited (in Administration)

Company Voluntary Arrangement

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

House of Fraser (Stores) Limited (in Administration)
House of Fraser (trading name)

N M Rothschild & Sons Limited

The Insolvency (England and Wales) Rules 2016

Ernst & Young + i
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Section 1: Introduction, background and circumstances giving rise to the appointment

Introduction, background and circumstances giving
rise to the appointment

Introduction

On 10 August 2018 the Company 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 3.35 of the Insolvency (England and Wales) Rules 2016
(‘Rules’).

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

Background

The Company 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 Company, House of Fraser (Stores) Limited (‘(HOFS’) and House of Fraser Limited
(‘HOFL") were subsidiaries of House of Fraser (UK & Ireland) Limited involved in the trading
of HOR.

- 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

- the Company held the lease to one of the HOF department stores.

Based on the books and records available to us, HOFS and the Company 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

The Company 125

Total 5,872

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.

Ernst & Young + 1
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A Group structure chart is presented below.

House of Fraser
(UK & Ireland) Ltd

100%

House of Fraser (UK &
Ireland) Acquisitions
Ltd

100%

100%

House of Fraser
(Storecard) Ltd

100%

100%

1 House of Fraser
| (Stores) Ltd

100%

100%

House of Fraser Ltd

House of Fraser
(Finance) Ltd

Other Subsidiaries

100%

100%

House of Fraser
(Funding) plc

| 100%

100%

Other Subsidiaries

Other Subsidiaries

House of Fraser
(Stores Management)
Ltd

— e m m——

Key: |
I

In Administration |

100%

I James Beattie Ltd |

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

Profit /
Period Type Gross Gross Directors’ (loss)
(Year end: Audited  Turnover Profit margin  Remuneration before tax Total equity
Jan) | Draft (Em) (Em) (%) (Em) (Em) £m
5m to Jun 18 Draft 481.5 130.7 27% - (68.9) 55.5
FY17/18 Draft 779.8 445.6 57% 1.7 0.7) 130.1
FY16/17 Audited 836.3 483.1 58% 1.2 9.9 110.7
FY15/16 Audited 826.6 484.1 59% 0.8 (20.2) 73.5
FY14/15 Audited 784.9 460.2 59% 15 (5.0) 68.0
Sources: Audited financial statements — Companies House; Draft financial statements —company information
Note: Financial information is taken from the financial statements of House of Fraser (UK & Ireland) Limited — the smallest group that consolidates

the Group’s financial statements

Ernst & Young + 2
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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 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:

- ac. 7.7% decline in underlying like for like sales compared to the prior year;

- ac. £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 c. £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

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

Ernst & Young + 3
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- 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.

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

1.3.2.3 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.

1.3.3 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 c. £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 Company).

On 9 August 2018 the Group’s cash flow position worsened further due to the actions of
certain service providers, which meant that the Company, HOFS and HOFL 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 Company held on 9 August 2018, and following detailed
consideration of the financial position of the Company, the directors resolved to immediately
petition the Courts for Administration orders in respect of the Company.

Ernst & Young + 4
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1.3.4 Pre-Administration costs

Pre-Administration costs have been incurred by the Joint Administrators prior to the Company
entering Administration.

The Joint Administrators are seeking approval for payment of unpaid pre-Administration costs
totalling £6,120 (plus VAT) as an expense of the Administration.

Please refer to Section 6 of these proposals for further details.

Ernst & Young + 5
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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 Company 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 Company’s business and assets.

The sale of the Company’s 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
Company’s 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 Al Limited.

The transaction also impacts on HOFS and HOFL, related entities 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.

Ernst & Young + 6
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Section 2: Purpose, conduct and end of Administration

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 Company;

- 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 Company; and

- the sale also allows for continued trading and the potential for agreement with the
concessionaires, which may limit claims against the Company for damages.

Note: the Dundrum (Republic of Ireland) store employees will transfer to the purchaser upon
receiving appropriate regulatory approvals in the Republic of Ireland.

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 Company;

- cashin the Company’s bank accounts at the date of appointment;

- cashin transit at the date of appointment; and

- any other trading debtors & prepayments.

Property overview

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

The Company held the lease to one trading store.

As part of the sale, a licence to occupy the Company’s leasehold premises has been granted
to the purchaser.

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.

Ernst & Young + 7
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Section 2: Purpose, conduct and end of Administration

Approval of the Joint Administrators’ proposals

The Joint Administrators are of the opinion that the Company has insufficient property to
enable a distribution to be made to unsecured creditors other than by virtue of the Prescribed
Part and consequently, in accordance with the provisions of paragraph 52(1)(b) of Schedule
B1 to the Act, they do not intend to seek a decision of the creditors on the approval of the
proposals.

The Joint Administrators will be obliged to seek a decision of the creditors if requested to do
so by creditors of the Company whose debts amount to at least 10% of the total debts of the
Company. The request must be delivered within 8 business days of the date on which these
proposals are delivered to creditors (or such longer period as the court may allow) and must
include the information required by Rule 15.18 of the Rules.

In accordance with Rule 15.19 of the Rules, the Joint Administrators may require a deposit as
security for payment of the expenses associated with convening a decision procedure or

deemed consent procedure and will not be obliged to initiate the procedure until they have
received the required sum.

Future conduct of the Administration

The Joint Administrators will continue to deal with the Administration in line with the stated
objective, namely to achieve a better result for the Company’s creditors as a whole than
would be likely if the Company was 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 Company, excluded from the sale
of business and assets, and taking steps to realise them;

- liaising with the Company’s 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;

- 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 Administration from the Company’s creditors and/or the Court.

- review and conclude the tax affairs of the Company (as appropriate);
- dealing with unsecured creditor queries;

- dealing with statutory reporting and compliance obligations;

- considering the conduct of the Company’s directors;

- finalising the Administration including payment of all Administration liabilities; and
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Section 2: Purpose, conduct and end of Administration

- any other actions required to be undertaken by the Joint Administrators in order to fulfil
the purpose of the Administration.

2.2.8 The end of the Administration

It is proposed that if, at the end of the Administration, the Company has no property which
might permit a distribution to its 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 will come to an end. In accordance with the
provisions of paragraph 84(6) of Schedule B1 to the Act the Company will be deemed to be
dissolved three months after the registration of the notice.
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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 the Company were issued to all
current directors of the Company 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 Company’s books and records, we
attach at Appendix D:

- an estimate of the financial position of the Company 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 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 Company’s 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 225.0

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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3.3

Section 3: Statement of affairs

Preferential creditors
All of the Company’s employees 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.

Itis currently too soon to quantify these claims.

Non-preferential creditors

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

Itis currently estimated that unsecured non-preferential claims will be in the region of
£39 million.

This is based on the Company’s current books and records, and is likely to change as further
claims are received.
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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 Insolvency Act. The Prescribed Part applies to
floating charges created on or after 15 September 2003.

The Joint Administrators currently estimate, to the best of their knowledge and belief, that:
- the value of the Company’s net property is c. £0.4 million; and

- the value of the Prescribed Part is c. £0.1 million.

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

The Joint Administrators do not intend to make an application to the court under section
176A(5) of the Act for an order not to distribute the Prescribed Part.
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5.2

Section 5: Joint Administrators' remuneration and disbursements

Joint Administrators' remuneration and
disbursements

Remuneration

The statutory provisions relating to remuneration are set out in Chapter 4, Part 18 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 in England and Wales at
https://www.icaew.com/en/technical/insolvency/creditors-guides or is available in hard copy
upon written request to the Joint Administrators.

In the event that a creditors’ decision is not requested, 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 18.18(4) of the
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 Administration, in
accordance with the fee estimate dated 17 August 2018 which is being circulated to creditors
at the same time as these proposals.

As discussed earlier in the proposals, substantially all of the Company’s assets were sold as
part of the sale of business and assets.

Disbursements

Disbursements are expenses met by and reimbursed to the Joint Administrators. They fall
into two categories: Category 1 and Category 2. The fee estimate and statement of expenses
dated 17 August 2018 includes details of the Category 1 and 2 disbursements which are
expected to be incurred.

Category 1 disbursements are payments to independent third parties where there is
expenditure directly referable to the Administration. Category 1 disbursements can be drawn
without prior approval.

Category 2 disbursements are expenses that are directly referable to the Administration but
not to a payment to an independent third party. They may include an element of shared or
allocated costs that can be allocated to the appointment on a proper and reasonable basis.
Category 2 disbursements require approval in the same manner as remuneration. In the
event that a creditors’ decision is not requested 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 in accordance with the statement
of expenses included in the fee estimate dated 17 August 2018.
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Section 6: Pre-Administration costs

Pre-Administration costs

The Administrators are seeking approval for payment of unpaid pre-Administration costs
totalling £6,120 (plus VAT).

The payment of unpaid pre-Administration costs as an expense of the Administration is
subject to approval under Rule 3.52 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 E. Further information is provided below.

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 insolvency 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 £7,551 (plus VAT), against which £nil has been
paid to date.

The Joint Administrators are seeking approval to payment of £6,120 (plus VAT) against these
costs.

The breakdown attached at Appendix E 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

- 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

Company information

Company Name:

Registered Office
Address:

Registered Number:

Trading Name:

Trading Addresses:

James Beattie Limited
27 Baker Street, London, W1U 8AH

00176533

Statutory information

House of Fraser, Frasers, Jenners

Details of the Administrators and of their appointment

Administrators:

Date of Appointment:

By Whom Appointed:

Court Reference:

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

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

10 August 2018

The appointment was made by the Court

The High Court of Justice, Chancery Division, Business and
Property Courts of England and Wales, CR-2018-006625

Any of the functions to be performed or powers exercisable by the 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 legislation and is not governed by the insolvency law of any other
European Union Member State.

Share capital

Shareholder | Class Authorised Issued & Fully paid
Number £ Number £
House of Ordinary | 41,003,218 10,250,805 41,003,218 10,250,805
Fraser
Limited
Directors and secretary and their shareholdings
Director or Current
Name Secretary Date appointed | Date resigned shareholding
Peter G Director 23 April 2017 N/A N/A
Hearsey Secretary 31 August 2015 | N/A N/A
Alex P Director 20 Sep 2017 N/A N/A
Williamson
Fei-Er Cheng Director 30 July 2018 N/A N/A
Yong Shen Director 30 July 2018 N/A N/A
Colin D Elliot Director 1 May 2015 9 August 2018 N/A
Nigel Oddy Director 1 March 2015 23 April 2017 N/A
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Appendix B Detailed explanation of the transaction

EY

Bulding o bettar
wiriing world

SE7T 2nF

TOALL KNOWHN CREDITORS 17 August 2018

Hut BRCALSHRKIBL™CF

Dirsxt e 44 (0207
Ermad teriadmorreair

Dear Sirs

James Beattie Limited (in Administration) (‘the Company")

Trading names: House of Fraser, Frasers, Jenners
Principal trading address: 27 Baker Street, London, W1U 8AH

On 10 August 2018 the Company entered Admirestrasion and Alan Hudson, Craig Lewss, Colin Dempster
and | were appointed as Joinl Adminisirators. The appointnents were made by the Couwrt under the
pravisians of paragraph 12 of Schedule B1 to the insolvency Act 1986.

| enclose a natice of the appoiniment, for your mformation.
As licensed insolvency praclilioners, we are bound by the Insolvency Code of Ethics when carrying out

all professional work relating 1o the Admanistration.

Sale of the business

On 10 August 201E we compleled a sale of subsiantially all of the Company's business and asseis o the
entilies listed below, which are part of the Sports Direct group, as part of a transaction with total
consideration of £90 mdlion:

- SDI {Propco 35) Limied;
- Shelfoo A2 Limiled: and
- Shelfoo A1 Limited.

The transaction also impacts on House of Fraser Limsied ('HOFL') and House of Frazer (Stores) Limiled
{'HOFS'), relabed enfities which also entered Administration on 10 August 2018. The credilors of HOFL
and HOFS have been written to under separate cover.

In accordance with Statement of Insolvency Practice 16, a detaded explanation of the transaction is sl
oul below.

g M TG ) VW T P LT L
dors Loaran Pae. Loare. 589 3 ™ =
w rwuhie ) Dranwed Aocoroess © R
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EY )
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Background

The Company traded as House of Fraser (HOF), a premium fashion, home and beauty retalier whach
was founded in 1848, HOF operates 58 department slores in the Uniled Kingdom and one in the
Republic of ireland.

The Company, HOFL and HOFS were the subsidiaries of House of Fraser (UK & iretand] Limiled
(together with its subsidiaries, ‘the Groug'), invalved in the trading of HOF. Specifically:

- HOFS was the Group’s principal trading entity and held the lsases 1o 44 of the depariment siores;
- HOFL hedd the leasas io 14 of the HOF depariment stores, and sub-let them o HOFS: and

- the Company held the lease lo ane of the HOF department stores.

Basead on the books and records available to us, HOFS and the Company employed approximately

5,872 people, as summarised below, in addition bo ¢.10, 100 concessions stafl who were employed by
warious concessionaines in the siores,

Company Employees
HOFS 5,747

The Compary 126

Total 5.872

The Group was funded through a combination of a working capital facility, a revalving credd facility, a
term loan, an overdrafl and secured koan noles, tolaling approximately E400 million. In addition, the
Group’s maarity sharehalder {Cenbest Hong Kong Limited) has provided addisional funding supporl.

Fi ial o
The financial position of the Group had deterorated significantly over the lasi 12 months. Drafl acoounts
for the year 1o 27 January 2018 indicated thal the Group made a los=s before taxation of £4.1 milon, and
suffered a “nel cash oufflow” of B85 milion in that year (which induded the one-off sale of cerain
obsalele rademarks for consderation of c. E25 million)

During the 13 weeks to 28 Agril 2018 the Group's turnaver dedlined by 7.7% in comparison with the
same period in 2017 (the Group's gross peofit for that pericd was £14.8 milion lower than that for the
same period in 2017}, and the decline in EBITDA in the first quarter also increased year on year, 1o
negative £31.4 million, principally driven by the decline in iotal sales.
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In ght of these challenges, the Group sought to restructure its business. This comprised two averal
elements:

a) Ci Wik a

" » ¥ - -

The first element of the Restructuring was o comprise a rationalisation of the Group's leasehold
aslale.

On 8 June 2018 HOFL and HOFS filed proposals for Company Voluntary Arrangements ('CWAs").
The proposals were considered 1o be central b the restructusning of the business required at that
time. The proposal of the CVAs was made with the intention of securing investment fram C_banner
Intermational Holdings Limited {'C.banner’). Agreement had been reached for C_banner 1o acguire a
51% stake in House of Fraser Group Limited, with an indention 1o introdusce significant new capital;
conditional on, amongst ather things, HOF restructuring its store partfalio.

The CVAs were subsequently challenged by a group of its landiords, however these challenges wers
seitied.

b} Scheme of Armangement

The second element of the resirucluing was the amendment of various existing finance agreements
as enlered indo between the Group and ils secured credilors

In July 2018, a Scheme of Arrangement proposed by HOFS was sanclionsd by the Courts and
became effective on 27 July 3018, Three of the purposes of the scheme were o

- permil up 1o 50 milkon of new financial indebtedness o be ncurred and ta be secumed on a
super senior basis. HOF subseguently entered into a £10m ferm loan faclity on a super senior
basis and used this bo repay a £E10m short lemm overdraft facility obtained from its lenders in
May 2018;

- faciitate the solvent recapitalisation of the group by permitting the change of control expected
Ip poewr as a resull of C.banner's conditional agreement 1o acquine a 51% stake in House of
Fraser Groug Limited and inject approximately E70m via a placing: and

- exiend the maturty dates of senior facilities and nobes 1o 30 October 2020.

However, at the end of July 2018, it became clear that the proposed invesiment from C.banner would not
be proceeding as planned; with an announcement made by C_banner in Hong Kong on 26 July 2018,
notifying of a delay in the despatch of its shareholder circutar in refation 1o the fransaction.

Also, on 1 August 2018 C.banner's own share price declined markedly such that, according 1o a filing on

the Hong Kong stock exchange, it would be “impraclicable and inadvisable” to proceed with the
proposed transaction.
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I was astimated thad, in order o continue (o trade the Group, o £40 million of addibonal funding would
be required on or before 20 August 2018 increasing io c. £60 million 1o £70 milkan by

28 September 2018, This was previousty to have been funded by the C_banner transaction. As a result,
fram Friday 27 July 2018 the Group entered inlo urgent discussions with polenial investors in relation to
the provision of allemative investmenl and Bquidity schulions, advised by Raothschild who alse began
engaging with potential investors as part of an Accelerated marketing process (further detais provided in
the “‘Pre-appontment considerations” section below). This, and the resulling press commentary, resulted
in a number of expressions aof interes] in acquiring or investing in the Group.

There were a number of proposals from interested parlies which, subject to significant write down and
restruciunng of cerlain financal obigations, had the patentiad 1o presesve the sohvency of the Group
{including the Company).

On 9 Augus! 2018, with no solvent solufion in place and the Group's cash flow position further worsened
due io the actions of certain service providers, which meant that the Company, HOFL and HOFS, absent
an immediate iransaction that maintained solvency and injected significant funds, would not have
sufficient cash flow o continue 1o Irade without the insolvency prolection of an Admirestration Order.

Al a mesting of the direciors of the Company held on 9 August 2018, following detailed consideration af
the financial pesition of the Company, the nature of the remaining interest from parties and the absence
of a transaction for a solvent rescue of the Group being in place or capable of implementation in short
order, the direclors concluded there was no longer a reasonable prospect of avoiding insolvency, and
resolved to immedsately petition the Couwts for an Administration arder in respect of the Company.

As 3 result of the combination of these events the proposed Administrators entered into negoliations with
the parties whose offers were furthest advanced and did not require any further due diigence. This was
with a wiew to agreeing a transaction thal would provide a befler cutcome for creditors than irading the
busness in Administration and seeking further offers. or winding it down over the next few weeks (see
“Comparisan of offers received” saction below for further information)

During the cowrse of the discussions, varicus affers were withdrawn leaving onfy one offer capable of
being progressed.

Initial introduction to the Company

‘We were introduced 1o the Group by HSBC Bank pic and international and Commercial Bank of China
Limited, Londan Branch (joingly, ‘the Lenders’) in September 2017.
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‘We were instructed (o carry out the follawing work in connection with the Group, of which the Compary
is a member, prior to ihe appaintment of Admnistralors:

Date Description of work

Septermnber 2017 Rewiew of the Group's sharl tesm liquidity pasitian.

28 March 2018 To assis! the Lenders in assessing the wider fnancal position and the future
prospects of the Group in respect of their expasure to the Group.

5 April 2018 Initiad review of aptions available 1o Lenders, which included an analysis of the

risks and polential strategies that could be implemented.

Preparation of a discussion document in respect of a company voluntary
arrangement ("CVA") feasibdity study prepared by KPMG (the Group's
advisars).

24 May 2018 Anatysis of the Group’s “Transformation Plan® and associated financal
farecasts which included understanding key drivers of the plan.

11 June 2018 Contingency planning work and the assessment of polential opions for the
Lenders, including an analysis of potential oplions available to the Group in the
event that the CVAS Failed.

19 June 2018 Anatysis of the Group's updated Transformation Plan and covenant maded in
order o suppost the Lenders in their discussions with the Group in refation to
patential faciity amendmenis associaled with C.banner providing new funding.

30 July 2018 Follawing concems aver the likelihcod of C_banner's investmenl, further
contingency planning in arder that ane ar more inscévency officehalders from
EY would be in a state of reasanable preparedness o accept formal
insalvency appointments io one of more Goug companies in the evenl that an
insalvency Sling became unavoidable.

Pre-appointment considerations

The Group commenced a detailed. but accelerated markebing process to identify other pabential
imvesions on 2 August 2018, The Group was advised by N M Rothschild & Sons Limited [Raothschild’), a
member af ane of the world's largest indepandent financial advisory groups.
Rathschild invited offers for the HOF business in the form af:

- an acguisition of the Group;

- other new money investment in the Group; or

- an acguisitian of the whole or part of the Group's assels or business,
A summary of the process undertaken by Rothschild is provided below:

= inlial discussions with an identified list of approwmately 48 polentially inberesied parties were
hedd from 2 August 2018 onwards, including parties from the UK and overseas;

= polentially interested parties identified induded both trade parties and specialist financal
invesions:;
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a process letier was ssued o potentially interested parties fram 3 August 2018 cnwards;

= non-disclosure agreements were signed with approximately 15 inlerested parties, each of which
was given access o a virtual data room containing information aboul the Group, its business,
assels and kabilties; and

interested parties were asked bo provide confirmation of their interest along with inftial
commercial proposals for any acquisition by 9:00 pm (London time) on 5 August 2018, This
acceleraled timetable was necessary due o the delenorating liguidity position of the Group.

It should also be noted thal there was significant press coverage in respect of the Group's position.

Six partes made formal offers (some cutside of the inital 5 August 2018 deadline). These offers wens
assessed using a number of crileria, including value, ming and deliverability. Further details of the affers
received is provided in the "Comparison of offers” section below).

Two of these offers were discounted as they did nol provide a complete solufion and the conditions
attaching o them would have been dfficult to achseve, pasticularly in the limescales available.

A third affer was also discounted due to the lime pericd required o conduct due diigence being too long.

During the course of 9 August 2018 a fourth offer, which imvolved acquinng the secured debt, was
discounied as il became apparent that thene wene considerable risks to it being concluded before the
Group had ta fie for insclvency profection. It was also not clear what addibanal funding this would
pravide to the Group 1o avoid formal insolvency.

All of the abave offers were evaluated and assessed as genarating a lower recovery for credilors than
fram the varicus affers made by the remaining two parties as sel out below.

One af the two parlies had made an offer o acquire the Group on a solvent basis for £1. However, this
was canditional upon reaching an agreement with the Group’s secured lenders o write off the vast
majority of their loans, allow their prionty ranking to be diluted and with the repayment of the remaining
batance of their loans 1o be on defered fems. Negotiations on the terms conlinued between this party
and the secured landers during the course of week commencing 8 August 2018, with the terms and
structure of the offer changing to allow for some immediale cash payment bul this was io be al the
expense of writing off additional amounts of the first ranking secured loans with a substanlial proportion
of any repayment being conditional upon fulure trading performance impraving significantly beyand the
current levels, and thus was inherently uncertain. As a result, the offer was asking the secured credilors
to write off ther loans beyond the value of the aszels the lcans were secured on

As these discussions conlinued this party also proposed an offer o acquire the business and assets
fram an insolvency sale at a peice of £100 million (see below). As a result an Assed Purchase Agreement
was issued 1o this party an Thursday 9 August 2018 on the basis of acquinng the business and assets
on an insolvent basis. However, during the evening of the 9 August 2018 the party communicated that
they could nol justify the ransaction commercially and they were withdrawing their inleness.

This then left the Sparts Direct group offer as the best and anfy offer capabie of being completed.

Ernst & Young + 21



Appendix B: Detailed explanation of the transaction

EY

Bulding & battor
woiiing world

Comparison of offers received

The table below summar=as the final offers which were received from sach of the parties who submilted
an offer ! mare than one affer during the saes process. Corresponding nates provided in respect of sach

party.
Party Offer Note
Sparts Direct group £50.0 million i
Party B £100.0 million 2
{subseguently
withdrawn)
Party C c.E40 milkan [plus 3
potential for a further
c.£40 milkan)
Party D Est E49 million
Party E Funding of up 1o E40m 5
on & super priarity basis
Party F £20 million of funding to &
suppor a transaclion
Mole 1 Cash purchaze aof business and assels of HOFL, HOFS and the Company via
Administration.
The offer accepted was considered to represent a significantly better outcome than was.
likely from allemative approaches. The terms of the offer agreed were considered
accepiable when benchmarked against the vanous previous offers that had been
recerred during the marketing process. ax well as against the likely outcome fram a
period of trading the Company [along with HOFL and HOFS) in Adminisiration whilst
sepking buyers (see Alemadive oplions considered” seclion below).
MNole 2 Cash purchasa of business and asseis of HOFL, HOFS and the Company via
Administration.
Offer presented on the moming of 9 August 2018, and an the same basis as the offer
received from Sporis Direct group. However, this offer was withdrawn at ¢.9pm (London
time) on @ August 2018,
Mole 3 Considerable uncerainty on whether they would complete as their onginal offer has
been substantally varied during @ Awgust.
Mole 4 This affer was subject bo due diligance that was estimated to {ake a further bwo weeks,

and thus the affer was not defiveratile in the limescales available.
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Mole 5 This would nol hawve provided sufficient funding on its own and the terms were nat
acceptable o the exisling secured lenders,

MNole & This would nol hawve provided sufficient funding on its own and the ather parties
appeared 1o have sufficient financial resources of their own o complele thes proposed
transactions.

Alternative options considersd

Allemalive options were considered when assessing the final offer received, in particular a period of
trading the Company (along with HOFL and HOFS) in Adminisiration. However, we formed the opinion
thal i was nof appropriate 1o trade the business and offer it for sale as a going concern during
Adminisiration because:

- Trading in Administration would be subject bo a number of significant nsks. Induding, bul not limited
ba:

- securing angoing supparl of key trading suppliers and merchant services providers, on
acceplable terms.

- patenfial ransom demands in conneclion with the abowe;

- securing angoing suppor! from concessions trading wikhin stores;
-~ mournng further losses and depletion of stock values;

-~ erosion of brand value.

-~ lboss of employees; and

-  additional professional fees incurred.

These factars wera considered o adversely impact on the value realised for the benefit of creditors and
we concluded maore likely o result in a significantly lower recavery for creditors as compared 1o the offer
received, with minimal # any likelihcod of an improved outcome .

I was therefore considered to be in the best interests of credilors for the business and asseis o be sold

wia the sale, in order io mamise assel values and reduce costs.

Furihesmaore, given a well-publicised markeding process had already been underaken, il was not
anticipated thal confinuing to trade the business in Administration would generate enhanced retums from
a subsequent sale .

Az a consequence, following our appaintiment a= Joint Adminisirators al approxmately 8am on

10 August 2018, we continued 10 negofiate with the Sports Direct group and sold substantially all of the
Caompany's busness and assets o companies in the Sports Direct Graup at approximalely Sam.
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‘Whilst the agreement includes the sale of the HOF store at Dundrum {Marthemn Iretand | the transfer of
thiz siore is dependent upon receiving appropriate regulatory approvals in the Republic of Instand.

Consultation with major creditors
The Lenders were consulted throughout the process, along with certain known secured bond halders.
Each of these parties also positively consented (o the transactian.

Given the acceleraled timescales and the shift to ondy being msolvent oplions on the night of

9 August 2018 there was no option to consull with wider creditors of the Company. Albeil, given that
insolvency was nevilable on 10 August 2018, any variations in the economic outcome ko creditons was
anly gaing 1o impact upon the secured creditors. In addition, a large number of credilors, including
supgliers, concession partners, landlords and the pension schemes, were aware of the financial position
fram being imvolved in earker discussions with regard 1o the Company Voluntary Arrangements, debt
rearganisation and the need for the E70m shareholder injection. As a result, they would have been
aware thal following the announcement that the C.banner transaction would not proceed msolvency was

a potential oufcome.
Registered charges
The Company has the following registered charges:
Date of creation of Date of registration of Details of charge Name of charge holder
charge charge
5 August 2015 12 August 2015 Band and floating HSBC Corporale
charge Trustee Company (LK)
Limited (2% security
ageni)
27 July 2018 27 July 2118 Band and floating H3BL Corporale
charge Trusiee Company (LK)
Limiled (as security
agant)

Statutory purpose of administration
The purpase of an Administration is o achieve ane of three objectves:

a) o rescue the company as & going concern;

b) to achieve a better result for the company’s credilors as a whale than would be likely if the
company were wound up (without first being in Adminisiration]; or

c} bo realize propery in order o make a distrbution to one or mare secured or preferential
credifors.

i was not deemed possible 1o rescue the Company as a going concern withoul a solvent offer far the

business or aflemative funding being made available. Nesdther wene forthcoming in a format thal was
dedevershble in the timescales available.
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Consequently, objective b} is being achieved through the compleion of a sale of substantially all of the
Company’s business and assels,

The sale of the Company's business enables this objective to be achieved through delivering a betier
outcome o creditars than would have been achieved through a liquidation sale of assats. The culcome
achieved through the sale was the best avadable ouicome for credilors as a whale in the circumstances.

Marketing of the business and assets
Az noded above: an acceleraled marketing process was underiaken by the Group with assisiance from
Rothschild.

Furthermore, given the situation was widely publicised in the press, we consider that the process was
widely known to polentially inerested parties.

‘We are of the opinion that the markeling process undertaken complied with the ‘Markeling Essentials’
sel oul in Statement of Insolvency Praclice 16,

Valuation of the business and assets
A valuation of the business and assels was not obtained prior 1o the transaction.

Given the markefing process that was undertaken by the Growp prior fo the fransaclion, we are salisfied
that the market has been tested and that marke? value for the business and assels has been oblasned

The transaction

Az previously stated, the =ale was completed on 10 August 2018, Further details of the transaction are
given beloa;

The purchaser and related parties
The purchaser is SDI (Propoo 36) Limited, Shelico A2 Limited and Sheffco A1 Limited (which are part of
the Sparls Direct grougp).

A member of the Sports Direct group, West Coast Capital (HOF CO) Limited ('WCC'). holds an 11%
shareholding in House of Fraser (UK & Irefand) Limited. However, it was cancluded that the Sports
Direct Group is nod connected 1o the Company by virtue of this shansholding.

‘We are not aware of any directors, former directors or associates of the Company wha are imvolved in
the fnancing, management or cwnership of the purchaser.

The tran=action also impacts on HOFL and HOFS, which entered Adminsstration on 10 August 2018. The
creditors of HOFL and HOFS have been witten to under separale cover.

‘We are not aware of any guarantees given by the direciors for amounts due fraom the Company to a prior
financier, or that & prior financier is financing the new business.
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The assets

1

The assets sold acrass all three enbities included in the transaction (HOFL, HOFS and the Company], 1o
the extent they had right, tille and interesl, comprised the followsng:

Description of asset Purchass cunsid:mh&q

1
Business Imtellectual Praperty 1,500,000
Claims 1
Concession Agreements and other conlracts 2
Customer Information 1
Equipment 3,000,000
Goodwill 1
Information Technology 500,000
Property 1
Shares 1
Stack 84,0490 092
Wehides 1
Total 90,000,000

The transaction is in respect of the business and assets of HOFL, HOFS and the Company.

Pleaze note that the Group's rading store in the Republic of Ireland, located at Dundrum, was excluded
fram the sale pending the resolufion of local regulatory matters. The store is cantinuing to lrade with a

wiaw to completing a transfer io the purchaser in due cowrse.
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Sale consideration
As previously stated, the total sale consideration was £90 million. Al of the olal consideration of
E80 million was paid on completion.

The sale procesds have been allocated as folloss:

Category of asset Allocated 1o Allocated to  Allocated to the Total
HOFL HOFS Company consideration
(E} {E} {E} (E}
Business intellectual property . 1,500,000 . 1,500,000
Claims . 1 = 1
Concession agreements and - 2 - 2
other condracts
Customner information . 1 - 1
Equipment " 2, 869 138 110,862 3,000,000
Goodwill - 1 . 1
Information lechnolagy . 481,523 1B 47T 500,000
Property = 1 ) s
Shares - 1 - 1
Stock . 84,479,052 520,940 84,990,092
Wehiches . 1 - 1
Total - 69,349,721 650,279 20,000,000

Other than far the Business Intellectual Property, Shares and the Property, the consideralion has been
allccabed to the Aoating charge in accordance with the existing regisiered charges

Significant assets not included in the sale agreement

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

- rent prepayments {lo be recovered from the purchaser as appropriate);
- any business rates refunds due to the Company;

- cash in the Company’s bank accounts at the date of appainiment;

- cash in transit & the date of appaintiment; and

- any other trading deblors & prepayments.

These polential assets will be invesligated further as the Administration progresses, and a further update
will be provided in our first progress report 1o creditors.
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Administrators’ proposals and remuneration

In accordance with paragraph 48[5) of schedule B1 io the Insalvency Act 1886, we shall be prepanng
praposals within eight weeks of our appointment. The proposals will be made avaitable 1o all oreditors.
and will give an indication of the likely dividend prozpects. At this ime, we will also & out our proposals
for remuneration.

The statubory provisions refaling to remuneration are set out in Chapter 4, Part 18 of the Insolvency
{England and Wales) Rules 2016 (the Rules’). Further information is given in the Association of
Business Recovery Professionals’ publication ‘A Creditors’ Guide to Administraioes’ Fees', a copy of
which may be accessed from the web site of the Institube of Chariered Acoountants in England and
Wales at -fhwarw icaew com/enfechnicalfinsolvencyl/credilors-gusdes, ar is available in hard copy
upan writben request b the Jaint Administrators.

Creditors” claims

Please note that debls incurred by the Company before cur appointment will rank as unsecured claims
against the Company. Any sums due io the Company arising afler cur appoentment must be paid in full
and without set-off against any debis incured by the Company prior o cur appointment. .

The directors are reguired io submit a statement of affairs o us and you will appreciate that the full
financial pesiion is not yet known. Please send me a delaided statement of any sums due io you from
the Company.

Certain debis due from the company may be preferential in accordance with section 386 of the
Insolvency Act 1986. If you consider that you have a claim in this calegory, pleass advise me
immediately. If you hold any secunty for your claim or you consider that you have fle o any assels in
the company’s possession, please forward detais o me as soon as possible.

You may be entitied 1o VAT bad debt relief on debts anising from supplies more than six months oid. Thes
pracedure does not involee the Administrators and claims should be made directly to HM Revenue and
Customs.

Opting out

Under the provisions of Rule 1.39 of the Rules, creditors have the nght o elect to opt out of receiving
further documents relating o the Administration.

i you do elect 1o opt cut you will stil recerve the following documenits:

- any which the Insolvency Act requines io be delivered without expressly exduding opted-out
creditars,

- nolice relaling to a change in the administrators, or their contact details;
- notice of dvidend or proposed dividend; or

- & nobioe which the count orders o be sent to all credilors. or all credilors the pardicular categaory 1o
which you belong.
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Any election to apl-oul will not affect your entillernent to recerve dividends, i any are paid.

Unless the Rubes provide to the conlrary, opting-cut will not affect your rights to vole in a decision
procedure or parlicipate in a deemed consent procedure, although you would not recesve notice of such
pracedures.

Any opted-oul creditors will be treaied as opled out in respect of any conseculive insolvency procedure
which might follow the Administralion.

You may opt-out by defivering an authenticated (e.g. signed) and dated nobioe 1o me staling that you are
electing to be an cpted-oul creditor in refation 1o this Administraton. You may at any time revoke this
election by delivering o me an authenticated and daled nolios stating that you no longer wish b be an
opded-out credilor.

Other matters

H there are any matiers conceming the Company's affairs which you consider may require imvestigalion
and consequently should be brought o our atlention, please foreard the details fo me in wriling as soon
as possible.

i you have amy queries please do not hesitate {o contact my colleague, Joanie Snyman, on the abave
cantact detais.

Yours faithfully
for the Company

ﬂﬁ\“%‘

R H Kelly
Jaind Administrater

Enc  Motice of Adminisirators’ Appoinimeant

T alfairs. bisiness and property of e Company are being managed by Ta Joinl Admnisiraions, A M Hudson, C P Dempsion,
C A Lows and R H ey, who act 25 agonts of tha Company only and sithout pors onal labdity.

AM Hudson is boansaed in the Unted Kingdom o act a5 an nsobvency pracitionis by Tha Associagion of Charerod Corild
Acoountans. C P Dempsier and R H Kaily are koonsad in the United Kingdom 10 adl a5 an insclvancy praclitionar by The Instituse
of Crarterod Accountanis of Scolland C A Lows is koensed in tha Unitod kirgdom 0 act a8 an insohvinoy praciionar by Tha
Instite of O Apcounianis in and Walis.

T

Tha Joim Admenisiratons @ay act o6 dala controlors. of personal data as dalingd by the Genoral Data Protection

ralating o tha Joint Adminisratons’ appaimmant. The Office Holidor Data Privacy Nolios can be found at
Wiy oML OTic ok ey
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Notice of Administrators’ Appointment — paragraph 46(3) of
Schedule B1 to the Insolvency Act 1986

James Beattie Limited (in Administration) ('the Company”)

Kame af Court The High Court of Justice, Chancery Division,

Business and Property Couwrts of England and

‘Wales
Courl reference number 6625 of 2018
Company registered number: Q0178533
Nature of business Other retail sale in non-specialised stores
Registered office of Company 27 Baker Sireet, London, W 1L 8AH
Principal trading address (if different from above) HiA
Any ather name under which the Company was A

regisiered in the previous 12 months

Any ather name(s) or style(s) under which the Company  N/A
carried on business or incurred debts

Date of appointment of Administrators 10 August 2018

Names and addresses of Administrators Alan Michasl Hudsan
Rabert Hunber Kedly
Craig Anthony Lewis

Calin Peter Dempster

1 More Landan Place, London SE1 2AF,
United Kingdam

Alan Michael Hudson - 8200
Raobert Hunter Kelly - 8582
Craig Anthony Lewis - 9356
Calin Peter Dempster - 308

Joint { Administratons) (P Ka(s)

Telephone number +44 (0207 TE0 9217
Mame of allemative person to contact with enquires )
aboul the case Jaanie Snyman
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Maotice to all creditors.
On 10 Augusi 2018 the Company entered Administration and Alan Michael Hudson, Craig
Anthony Lewis, Colin Peter Dempster and | were appointed 1o acl as Joint Administrators. The

appointment was made by the Court under the provisions of paragraph 12 of Schedule B1 to
the insolvency Act 1988.

- Py

Roberl Hunter Kelly, Joint Administrabor

Date 10 August 2018

Tha alfairs, bisinass and propoerty of tha Company aee baing managad By the Jont Aderinistiralors, & M Hudson, CP
Commpsier, © A Lowis and R H Kally, who act o agants of tha Compary ondy and sifhout porsonal Eabidite

AM Hudeon i koonasad in the Linied Fengdom o act s an inschancy practiBonar try Tho Assocemion of Crarend Cortifod
Acoourtants. C P Dompsier and R H Kally oo koarsed in the Unitad Hengodom boact 2 an inschancy' practiioner by the
Instiute of CF Apcountants of C A Lowis ts Soorsad in tha United Kingdom o act a6 an inschancy
praciitionss by The rsStue of Chartered Accountants in England and Wikes.

Tha Joink Aciminisinaions mary act a5 data controlors of personal data s defined by the Genaral Data Protection

2HMBESTI. dapanding upon tha Spoclic pronessng aciies undamakon. Emst & Young LLP andior tha Comoary may' act a5
2 a3 processor on tha instnuctions of ih Joint Adminstralons. Porsonal dota will be kpl Seoune: and processad ony for
matiors relaling 1o the Joint Admisisialors’ appoinimont. The Ofico Holder Data Privacy Molios can be found at

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

Notes
Estimated to
realise as per 1
Directors' Statement
of Affairs (£)
2 Receipts £
Stock 520,939.69
n/a Equipment 110,862.26
Information Technology 18,477.04
Property 0.01
Total receipts 650,279.00
2 Payments
Total payments -
3 Balances in hand 650,279.00
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 D  Estimate of the Company’s financial

position

An estimate of the financial position of the Company 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 Company’s records.

These are not the estimated to realise values.

Assets
Tangible assets

Property, plant & equipment
Current assets

Inventory

Trade and other receivables

£m

6.6

0.6
1.0

Total
Liabilities
Current liabilities
Trade and other payables

8.2

(39.8)

Total

(39.8)

Net assets / (liabilities)

(31.6)
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Company'’s creditors

A current list of the Company’s creditors including, as far as it is currently known, their names,
addresses, amounts owed and details of any security held is provided below.

This information is based on the Company’s books and records available to us and will be
subject to change as the Company’s books and records are updated for transactions not yet
posted.

Creditor name Creditor address Security held Total Currency

Various secured creditors c/o HSBC Corporate Trustee Company (UK) Floating charge ¢. 400,000,000.00 GBP
Limited, Corporate Trust and Loan Agency,
HSBC Securities Services, 8 Canada
Square, London, E14 5HQ

House of Fraser (Stores) Limited c/o Ernst & Young LLP 1 More London - 32,726,532.45 GBP
Place London SE1 2AF

House of Fraser (UK & Ireland) Acquisitions 27 Baker Street London W1U 8AH - 6,451,185.82 | GBP

Limited

House of Fraser Limited c/o Ernst & Young LLP 1 More London - 155,264.56 GBP

Place London SE1 2AF
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