8937 Report of Organizational Actions

(December 2017) Affecting Basis of Securities OMB No. 1545-0123
Department of the Ti
mfé’%ﬁ?&%fsﬁféuw » See separate instructions.

E=1adl Reporting Issuer

1 Issuer's name 2 lIssuer's employer identification number (EIN)
Michaels Stores, Inc. 75-1943604

3 Name of contact for additional information | 4 Telephone No. of contact 5 Email address of contact
Kiley Rawlins, CFA 972-409-7404 investorrelations@michaels.com

6 Number and street (or P.O. box if mail is not delivered to street address) of contact 7 City, town, or post office, state, and ZIP code of contact
8000 Bent Branch Dr Irving, TX 75063

8 Date of action 9 Classification and description
May 23, 2018 2014 Tranche of Term Loan B
10 CUSIP number 11 Serial number(s) 12 Ticker symbol 13 Account number(s)

594088AK2/594088AM8

Organizational Action Attach additional statements if needed. See back of form for additional questions.
14  Describe the organizational action and, if applicable, the date of the action or the date against which shareholders' ownership is measured for
the action > see attachment

15 Describe the quantitative effect of the organizational action on the basis of the security in the hands of a U.S. taxpayer as an adjustment per
share or as a percentage of old basis > gee attachment

16  Describe the calculation of the change in basis and the data that supports the calculation, such as the market values of securities and the
valuation dates » gee attachment

For Paperwork Reduction Act Notice, see the separate Instructions. Cat. No. 37752P Form 8937 (12-2017)
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Organizational Action (continued)

17  List the applicable Internal Revenue Code section(s) and subsection(s) upon which the tax treatment is based »  See attachment

18 Can any resulting loss be recognized? » See attachment

19  Provide any other information necessary to implement the adjustment, such as the reportable tax year » See attachment

Print your name » Rebecca H. Shaffer

Date >

1/5 /l%

Under penalties of perjury, | declare that | have examined this return, including accompanying schedules and statements, and to the best of my knowledge and
belief, it is true, correct, and complete. Declaration of preparer (other than officer) is based on all information of which preparer has any knowledge.

ﬁig"ne Signature > )ZDIIOW # Jhﬁ%{ L

Title ™ Vice President of Tax

7 : ; v D
Paid Print/Type preparer's name Preparer's signature ate Check [] if PTIN
Preparer self-employed
Use Only | fim's name > Firm's EIN >

Firm's address > Phone no.

Send Form 8937 (including accompanying statements) to: Department of the Treasury, Internal Revenue Service, Ogden, UT 84201-0054




Michaels Stores, Inc.
EIN: 75-1943604
Attachment to Form 8937
Report of Organizational Actions Affecting Basis of Securities

Disclaimer: The information contained in Form 8937 and this attachment does not constitute tax advice
and does not purport to take into account any lender’s specific circumstances. Lenders are urged to
consult their own tax advisors regarding U.S. tax consequences of the amendments described herein and
the impact to tax basis resulting from the Amendment, as defined below.

Form 8937, Part ll, Line 14

On January 28, 2013, Michaels Stores, Inc. (“Michaels”) entered into an amended and restated Credit
Agreement, pursuant to which an initial term loan with a principal amount of $1.64 billion was issued (the
“2013 Tranche”). In general, the 2013 Tranche had an interest rate equal to LIBOR plus a margin of 2.75%
and matured on January 31, 2020. The 2013 Tranche did not have any OID.

On July 2, 2014, Michaels issued an incremental term loan under the Credit Agreement with a principal
amount of $850 million (the “2014 Tranche”). In general, the 2014 Tranche had an interest rate equal to
LIBOR plus a margin of 3.0% and matured on January 31, 2020. The 2014 Tranche was issued with 50 bps
of OID. On December 28, 2015, Michaels made an unscheduled payment of $150 million on the 2014
Tranche.

On September 28, 2016, the maturity date on both the 2013 Tranche and the 2014 Tranche was extended
to January 28, 2023. Also on September 28, 2016, the margin on the 2014 tranche was reduced to 2.75%.
Michaels determined that neither the 2013 Tranche nor the 2014 Tranche was deemed to be retired and
reissued under Treas. Reg. § 1.1001-3 for U.S. federal income tax purposes as a result of the September
28, 2016, changes. At this point, the 2013 Tranche and the 2014 Tranche had the same stated terms, but
were tracked separately for tax purposes.

On May 23, 2018, the margin on both the 2013 Tranche and the 2014 Tranche was reduced to 2.5% (the
“Amendment”). As a result of the Amendment, for U.S. federal income tax purposes, the 2014 Tranche
was treated as retired in exchange for a new term loan (the “New Tranche”). The 2013 Tranche was not
treated as retired as a result of the Amendment and this Form 8937 is not related to the 2013 Tranche.

Certain lenders of the 2014 Tranche rolled their interests in the 2014 Tranche into the New Tranche (the
“Participating Lenders”), while other lenders were repaid in cash. Michaels did not pay any cash
consideration in connection with the Amendment.



Form 8937, Part I, Line 15

To the extent that the 2014 Tranche and the New Tranche constitute “securities” for purposes of the rules
providing for tax-free recapitalizations under section 368(a)(1)(E) (“Tax Securities”), the Amendment likely
gualifies as a tax-free recapitalization of the 2014 Tranche. To the extent that either the 2014 Tranche or
the New Tranche are not Tax Securities, the Amendment does not qualify as a tax-free recapitalization of
the 2014 Tranche.

To the extent the Amendment is a tax-free recapitalization of the 2014 Tranche, each Participating
Lender’s aggregate tax basis in the New Tranche will generally equal such Participating Lenders aggregate
basis in the 2014 Tranche immediately prior to the deemed exchange (tax basis is also adjusted for cash
received and gain recognized, which is not relevant to the Amendment).

Michaels intends to treat the 2014 Tranche and the New Tranche as Tax Securities such that the
Amendment qualifies as a tax-free recapitalization of the 2014 Tranche. Participating Lenders should
consult their tax advisors to determine the tax consequences of the Amendment to them.

Form 8937, Part I, Line 16

To the extent the Amendment is a tax-free recapitalization of the 2014 Tranche, each Participating
Lender’s aggregate tax basis in the New Tranche will generally equal such Participating Lenders aggregate
basis in the 2014 Tranche immediately prior to the deemed exchange (tax basis is also adjusted for cash
received and gain recognized, which is not relevant to the Amendment).

Michaels intends to treat the 2014 Tranche and the New Tranche as Tax Securities such that the
Amendment qualifies as a tax-free recapitalization of the 2014 Tranche. Participating Lenders should
consult their tax advisors to determine the tax consequences of the Amendment to them.

Form 8937, Part ll, Line 17
Sections 354, 358, 1001 and 1012.

Form 8937, Part ll, Line 18
The Amendment generally should not result in a loss to Participating Lenders to the extent the

Amendment is a tax-free recapitalization of the 2014 Tranche. To the extent the Amendment is not a tax-
free recapitalization of the 2014 Tranche, the Amendment may result in a loss to a Participating Lender
to the extent such Participating Lender’s tax basis in the 2014 Tranche exceeds the issue price of the New
Tranche received in exchange therefor.

Participating Lenders should consult their tax advisors to determine the tax consequences of the
Amendment to them.





