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TO ALL KNOWN CREDITORS 8 April 2013
Ref RHK/SPS/TRJ/AE/PCF1L 1
Dicect kne 0113 298 2496

Direct fax 0113 298 2206

Emai gemmerson@®uk.ev.com

Dear Sirs

Republic (UK) Limited and Guild Realisations Limited (formerly Republic
(Retail) Limited) - both in Administration (together ‘the Companies’)

Further to my appointment as Joint Admirustrator of the Companies, | attach a copy of my statement
of proposals in accordance with paragraph 49 of Schedule Bi to the Insolvency Act 1986

As you will note from the proposals, there Is no prospect of any funds becorming available to unsecured
creditors of either of the Companies other than by virtue of the prescnbed part As a consequence, |
do not propose to summon meetings of creditors  If, however, creditars whose debts amount to at
teast 10% of total debts of either of the Companies make a request in the prescribed form within 8
business days of these proposals being sent out, a meeting will be held in that company Copies of the
prescribed form (Form 2 21B) are enclosed in case you wish to request a meeting

| would draw your attention to the provisions of Rute 2 37 of the Insolvency Rules 1986 which provide
that if a meeting 1s requested, it wtll only be held if the expenses of summoning and hoelding such a
meeting are paid by the crediter or creditors making the request and if secunty is first deposited with
me for payment The meeting may subsequently resolve that the expenses of summoning and holding
the meeting are paid out of the assets of the Companies as an expense of the Administrations

in the event that a meeting 1s not held, the proposals will be deemed to be accepted The Joint
Adminsstrators’ remuneration and Category 2 disbursements will be agreed with the secured creditors
and the preferential creditors in accordance with the provisions of Rule 2 106(5A) of the Insolvency
Rules 1986

A proof of debt form (Form 4 25) s also available to download separately from

www republhicinadmirustration co uk. This form should be completed and then returned to the Joint
Administrators at the above address Any completed forms will be passed to any subsequently
appointed Liquidator, iIf and when one 1s appointed

The UK firm Emst & Young LLP 1s a mited hability
partnership regstened tn England and Wales with
regstared numbar OC300001 and 1s & member firn of
Emst & Young Global Lenited A list of membars names
= evaitable bor iInspecton at 1 Mofe London Place
London SE12AF, the fim s pnnapal place of business
and reg:sterad ofice
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Should you have any queries relating to this letter or any other aspect of the Administrations, please
do not hesitate to contact Andrew Emmerson on 0113 298 2496.

Yours faithfully
for the Companies

AN

R H Kelly
Joint Admunstrator

Encs  Administrators’ statement of proposals
Form 2 21B - Creditor’s request for a meeting

Robert Hunter Kelly i1s hcensed in the United Kingdom to act as an insolvency practitioner by The Institute of Chartered Accountants of
Scotland Jonathan Peter Sumpton and Alan Michael Hudson are licensed in the Unlted Kingdom to act as insolvency practitioners by The
Association of Chartered Certified Accountants

The affairs, bustness and preperty of the Compamies are being managed by the Jolnt Administrators, RH Kelly, JP Sumpton, and

AM Hudson who act as agents of the Companies only and without personal hability

We may collect, use, transfer, store or otherwise process (collectively, "Process '} Information that can be linked to specific individuals

( Personal Data") We may Process Personal Data in various junisdictions 1n accordance with apphicable law and professional reguiations
including (without limitation) the Data Protection Act 1998
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Abbreviations

The following abbreviations are used in this report:

the Act
the Admimstration trading period
the Companies or the Group

Ernst & Young
FYXX

Gordon Brothers
Republic

OVA
Karstadt
the Lenders

Republic (UK)

Republic Fashion (RO1) or the tnish subsidiary
Republic Germany

ROT

The Rules

Schuh

Sports Direct

Touchstone
TPG
TUPE

The Insolvency Act 1986
13 February 2013 to 27 February 2013

Republic (UK) Limited and Guild Realisations Limited
(formerly Republic (Reta) Limited)

Ernst & Young LLP
Financial year ended 31 January 20XX
Gordon Brothers Europe Limited

Guild Reaksations Limited (formerly Republic (Retail)
Limited)

GVA Gnimley Limited

Karstadt Warenhouse GmbH

Lloyds TSB Bank pic, Banca iMI S p A, Investec Bank
plc, BAWAG P S K Bank, The Co-Operative Bank plc and
TPG Aquatic

Republic (UK) Limited

Republic Fashion (RO Limited (In Administration)
Republic (Retail) GmbH

Retention of title

The Insolvency Rules 1986

Schuh Limited

Republic Retail com Limited (subsidiary of
Sportsdirect com Retall Lymited)

Touchstone Accessories Limited
Texas Pacific Group

Transfer of Undertakings (Protection of Employment)
Requlations
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Introduction, background and circumstances giving rise
to the appointment

1.1 Introduction

On 13 February 2013 the Companies entered Administration and R H Kelly, J P Sumpton
and A M Hudson were appointed to act as Joint Admimstrators. This document, including
its appendices, constitutes the Joint Administrators’ statement of proposals to creditors
pursuant to paragraph 49 of Schedule B1 to the Act and rule 2 33 of the Rules

Certain statutory information relating to the Companies and the appointments of the Joint
Administrators is provided at Appendix E and F

We have provided this statement of proposals in a combined form to provide creditors with
a greater understanding of the overall situation with regard to the Group

1.2 Background
Principal trading activities

The business was founded in 1985 as Just Jeans and subsequently rebranded as Republic
In 1998 Following a period of rapid growth, Republic was subject to a number of private
equity transactions between 2003 and 2010 As a result, the UK store portfolio expanded
from 361n 1998 to 121 n 2012 with ¢ 2,500 staff.

Republic was a men and women's wear retailer and was positioned in the mainstream
clothing market, with a focus on youth fashion (15 to 25 year olds) and stocked both
external and internal brands In recent years the business had focussed on developing its
internal brands, womenswear, footwear and accessories ranges

The Group structure was as follows:

Vanous non-tradng
holdng companes

Repubic

(UKjLtd

Repubkc

(Retal) Ltd
l I

Repubic
Fashon Republc
(RO Ltd Retai GmbH

The only trading entities within the Group structure were:
» Republic (Retail) Limited ~ 121 stores in the UK,

» Republic Fashuon (ROI) Lirited - 2 stores in Dublin, and

» Republic Retaill GmbH - 4 German concessions within Karstadt's department stores
in Germany
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Republic (UK) Limited 1s a non-trading holding company and as a result of the various
private equity transactions there are a further eleven non-trading holding companies, which

are not in Admirustration,

1.3 Financial information

The recent financial results of the Companies can be summansed as follows

1.3.1 Republic (UK) Limited

Type Gross Directors’ Profit before Net profit Accumulated
audited/  Turnover proflt  remuneration  interest & tax after tax reserves
Year ended  draft £m Em E000 £m £m £Em
29 January  Audited - - 1,172 15) (3] © 2)
2012
30 January  Avdited - - 755 (10 26 0 02
2011
31 January  Audited - - 909 19 45 02
2010
25 January  Audited - - 828 (L 6) 40 0z
2009

*£27m dividend received from Republic at the time of the change of ownership

1.3.2 Guild Realisations Limited (formerly Republic (Retail) Limited)

Profit
before
Number Gross Gross Directors’ interest & Netprofit Accumulated
of Turnover proht profit  remuneration tax after tax reserves
Year ended stores £m £m % £000 £m £m £m
27 January 123+ 1699 901 53 (179 (40 9) 127
2013 (Draft)
29 January 121 1770 99 3 56 295 37 76 490
2012
(Audited)
30 January 113 1812 109 4 60 273 233 425
2011
{(Audited)
31 January 102 1733 105 4 61 29 4 223 46 3
2010
(Audited)
25 January 93 1475 861 58 198 155 303
2009
(Auchted)

*Includes the two stores in Dublin

1.4 Circumstances Giving Rise to the Appointment of the

Administrators

As the table above highlights, Republic experienced rapid growth, particularly in the FYQS
and FY10, with profit before interest and tax peaking at £29 4mn the year ending 31

January 2010

The Companies were acquired by TPG during 2010 and a number of operational and senior
management changes were implemented with a view to supporting further growth This

rnctuded an upgrade of the IT and E-commerce systems, an expansion of the store portfolio
and increased head office support functions
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However, as a result of the continued challenging economic environment and changing
consumer trends, Republic experienced a sharp dechine in profits during the year to 29
January 2012, as a result of

» Sales per square foot reducing by ¢ 20% (£4 2m reduction in turnover despite a
net eight extra stores);
» A 4% ponts fall in gross profit due to the market price pressures, and

» An £8m Increase in overheads which was to support the expansion of the
business

A new Chief Executive (Paul Sweetenham) was appointed on 10 May 2012, with further
personnel changes made at the following positions

» Womenswear Director;
» IT Director; and
» Merchandising Director

In addition, a revised business plan was implemented that focussed on the following areas*

» The development of internal brands (e g Soul Cat and Miso) through product
enhancement and appropriate marketing activities to reposition the brands and
hecome better connected with customers This also involved less emphasis on
legacy external brands such as Diesel and G-Star;

» A broader product range (e g shoes and accessories) and improved control of
stock through more frequent range and product replenishment to react to changes
in customer demand; and

» Areconfiguration of the store portfelio, with a focus on larger stores in prime
locations and an increased prominence In the South East of England

This business plan required addittonal funding, which was injected via a further £23m ot
debt and equity by the existing shareholders

Although progress was made with the revised business plan, the ongoing challenging
economic environment led to significant underperformance in sales, as shown in the graph
below

. AN
[+

Pifa 1D ] ] P o] o] ] L] ] P1p L P12 P13 1Y)
— LFL skt pariraes

Sigmficant discounts were required during the key Christmas 2012 trading penod, which
had a significant and adverse effect on anticipated profits and cash generation

The deteniorating sales and margin performance continued throughout January 2013.

As such, the short term cash flow forecast produced in early February 2013 highlighted an
additional funding requirement, which neither the shareholders nor the Lenders were
willing to fund
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The directors concluded on 13 February 2013, that the business was unable to continue to
trade without entering into insolvency and resclved to appoint Administrators

The directors lodged a notice of intention to appoint Admimistrators to the Companies on 13
February 2013 The relevant consent was obtained from all the Lenders and Hunter Kelly,
John Sumpten and Alan Hudson were appointed as Joint Administrators on 13 February
2013
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Purpose and conduct of the Administrations

2.1 Purpose of the Administrations

The purpose of an Adminsstrabion is to achseve one of three objectives:
a Torescue the company as a going cencern,

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

¢ Torealise property in order to make a distribution to one or more secured or
preferential creditors

insclvency legislation provides that objective (@) should be pursued unless it 1s 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 1s not reasonably
practicable to achieve either objective (@) or (b} and it can be pursued without unnecessarity
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 in accordance with
paragraph 3(1)@) of Schedule B1 to the Act, as:

» The shareholders and existing Lenders were unwilling to provide additional
funding,

»  No new investment was likely given the existing debt levels, and

» The Companies were loss making and had suffered a severe and extended trading
decline prior to the Administration

The Joint Administrators therefore pursued objective (b) to achieve a better result for the
Companies’ creditors as a whole than would be hkely if either of the Companies were wound
up (without first being in Administration), rather than objective (@) The reasons for this are
outlined below

» Realsations from stock and fixtures and fittings would be significantly greater
through an Administration due to the ability to continue trading from the stores,

» If the Companies were to be wound up without first being in Administration, this
would have impacted on the ability to sell the business and assets as a going
concern, as It would have substantiaily damaged brand value and customer
goodwlll, and

» This would maintain the ability to transfer employment contracts and leasehotd

obligations to potential purchasers to reduce both preferential and non-
preferential claims
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2.2 Conduct of the Administrations

Immediately upon appointment, we attended the Group’s head office in Leeds to take
control of the Companies' business and assets.

2.2.1 Sale of the business
Marketing process

An accelerated sale process commenced on 13 February 2013, with a designated sale of
business team set up to contact interested parties and manage the information flow
(subject to confidentiahity agreements) We also set up a comprehensive online data room.

As part of the accelerated sale process, contact was made with 43 interested parties,
ncluding

» 22 trade buyers,

» 9 private equity houses,

» 8 distressed investors, and

» 4 high net worth individuals
Non disclosure agreements were signed by 23 parties who then received a process letter
and began to conduct due diligence on the information contained in the data rcom A

deadline of 5pm on Wednesday 20 February 2013 was set for indicative offers,

First round non-binding offers recerved

Six non-binding indicative offers were received for the business Following evaluation of the
offers received, three parties were invited to undertake further due diligence and submit
best and final offers These offers were progressed for the following reasons

» They indicated the highest net consideration,

» Their ability to complete the transaction in reduced timescales; and
» The avallabiity of immediate funding for cash to be paid on completion

Further due diigence was undertaken by these parties with a deadline of 26 February 2013
for final offers to be submitted

In addition to the offers for the business and assets, two offers for stock only were received
These offers would have resulted in lower realisations than the forecast trading profit from
the retai!l stores in a ¢close down scenario and were therefore rejected

Final offers
Final offers from two parties were received and after constderation and discusston with both
parties, it was concluded that the offer from Sports Direct would result i1n the highest overall

net realisations for creditors Sport Direct also had a track record of making similar
acquisitions providing confidence in their abibty to complete.
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Sports Direct's offer included them taking responsibility and risk for all ROT ctaims from the
start of the Administration We estimated that the value of potential ROT claims was in the
region of £6 7m After taking account of potential ROT claims, Sports Direct’s final offer
was £9 8m with the following key terms

» The offer was for 116 stores, the E-commerce business, all stock owned by
Republic, all brands, the Republic name, goodwill and any intellectual property;

» The transfer, under TUPE, of all remaining employees at the stores and head office
(¢ 2,100),

» Sports Direct agreed to reimburse all rent, service charge, insurance and other
prepayments which had been prepaid This equated to £1.4m, In addition to the
£9 8m consideration, and

» Vehicles were excluded from the sale, providing additional potential reahisations of
£0.3m.

Given the diminishing stock levels it was critical that the sale was completed as quickly as
possible As a result, both the Joint Administrators and Sports Direct worked intensely and
completion took place at 8 30am cn 28 February 2013

The sale to Sports Direct included the entity name ("Republsc (Retail) Limited™) and
therefore Republic’s name has changed to “Guild Realisations Limited”
2.2.2 Trading

At 13 February 2013 the business held £13 8m of stock at cost. The profile of this stock
was

Department Cost (£)
Menswear 5,542,393
Womenswear 5,852,627
Footwear & Accessories 2,363,914
Total 13,758,935

Based on our analysis of the fmancial performance of the stores and the stock held, we
considered that the business could continue to trade for a imited penod whilst a purchaser
was sought

Republic continued to trade for a peniod of 15 days (13 February 2013 to 27 February
2013) until the completion of the sale to Sports Direct

Emst & Young |7




As we are still finalising the costs incurred during the Adminmistration trading period an

estimate of the results 1s summansed below:

Sales

Commission mcome

Total sales

Payroll costs (inc arrears)
Worldpay retention
Ransom payments
Property & Other
Marketing

Total costs

Net profit

£'000
7,406
111

7.517

(1,547)
(1,000)
(990)
(633)
(400)
(4,570)

2,947

The net trading profit of ¢ £2 9m does not include any costs for store rents as these were
prepaid at the date of Administration, nor the cost of goods sold as the potential ROT

hability has been assumed by Sports Direct under the terms of the sale,

Administration sales

Following our appointment, we engaged Gordon Brothers to assist us with trading,

merchandising and promotional activities based on-

>

Their underwniting a minimum sales level from the trading period to the next rent

quarter,

An incenbivised fee structure that was contingent on a successful Adminsstration

trading perod,

Their experience and success on simiiar engagements, and

Their abiiity to mobilise resource at short notice to support Republic's staff and

the Administrators

The stock profile on appointment mostly consisted of summer/spnng 2013 and
autumn/winter 2012 ranges together with a smaller amount of aged “sale” stock This was
incorporated into the sales forecasts and discount strategy for the Admimistration trading

period

This strateqy was supported by various marketing campaigns, including.

»

»

Employing a sales and discount strategy (averaged 16.8% on retaill pnice),

In-store marketing and point of sale materials;

National radio adverts;

Soctal media campaigns (including the proactive use of the Republic’'s Facebook
and Twitter accounts), and

Numerous press releases
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In addition, we negotiated the continuation of concession agreements with Schuh and
Touchstone This generated net income of ¢ £111,000 during the Administration trading
period

As a result of the strategy employed, total sales achieved during the Administration trading
period were £7 5m and resulted in hke-for-hke sales being 192% higher than prior year, with
minimal impact on gross margin

Merchant service provider

An agreement was entered into with the existing debit and credit card provider, Worldpay

A condition of the engoing services 1s that the Joint Adminustrators indemnify the provider
against potential customer chargebacks and Worldpay are currently holding £1m in respect
of these contingent liabilities

At this stage, the precise impact of these habilities 1s unknown but the Administrators
expect they will be less than £1m which would result in a return of some of these monies

Ransom payments

To ensure continued trade in the 121 UK stores, total ransom payments of ¢ £1 Om have
been made during the Administration

Ransom creditors comprised IT providers and warehousing and distribution compames It
was essential that these services rematned In place and it proved necessary to negotiate
settlements to secure these suppliers’ ongoing support during the Administration

Retention of Title ("ROT"}

As at 13 February 20131t was estimated that ¢ £6 7m of stock (at cost) was subject to
potential ROT claims (49% of total stock holding)

After cur appomntment we contacted a number of the key stock suppliers and meetings were
held with 20 suppliers. We attended these meetings together with Gordon Brothers to
negotiate mutually acceptable agreements in principle with supphers These agreements in
principle were subject to suppliers having a valid ROT claim

Continutty of supply for the business was key and the agreement reached with Sports Direct
included them assuming all responsibility for ROT claims since the date of our appointment,
including stock sold during the Administration trading penod. All stock subject to vahd ROT
claims was excluded from the sale to Sports Direct

We have passed all documents, including ROT claims received since our appointment to
Sports Direct This includes the file notes of the meetings held with suppliers since the date
of our appointment Any future correspondence regarding ROT claims will also be passed
directly to Sports Direct

Therefore, any suppliers who have a valid ROT claim to stock held by Republic as at 13

February 2013, should contact Sports Direct directly and also provide their details to the
Administrators
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Store closures

The financial perfermance and projected financial position of each store was monitored on a
daily basis As a result of this ongoing review, the following five stores were closed dunng
the Admunistration trading period

» Silverburn,

» Glasgow Fort;

» Edinburgh Kinnaird,

» Dundee, and

» Stirhng.

These closures were due to the Scottish rent quarter ending on 28 February 2013, when
total rent payments of ¢ £0 2m for continued occupation would have fallen due
Employees

The Group employed 2,512 people, including 2,316 within the retail stores and 196 in the
head office

Immedately after our appointment, 150 employees were made redundant from head office
positions to reduce the overhead costs of the business These were mostly from buying,
design and marketing positions, which were not required

Following the closure of the five Scottish stores (detalled above), a further @7 employees
were made redundant on 27 February 2013

No further redundancies were made during the Administration and all remaming employees
transferred to Sports Direct under TUPE on 28 February 2013

Gift vouchers

At the date of our appointment, ¢ £1 2m of valid unredeemed gift cards were In circulation
Unfortunately, Repubhc¢ 1s unable to honour any outstanding balances on qift cards The
business 15 also unable to provide a refund for the outstanding unredeemed balance on gift

cards, as the payment for these qift cards was made prior to Republic entering
Administration.

Accordingly, the outstanding balances will rank as unsecured claims against Republic

For the avoidance of doubt it 1s not the responsibility of Sports Direct to honour gift cards
purchased prior to the Administration

E-commerce trading

We considered that it would not be viable to continue to operate Republic's E-commerce
business and the website was suspended on 13 February 2013 This was due to:

» Theinahty to disable the function that allowed customers to purchase gift cards
on the website,

» Supphers requiring settlement of significant arrears to enable the website and
E-commerce platform to be operated,
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» Stock levels in the warehouse were such that it was likely the business would not
have been able to honour a significant portion of onhne orders, and

» The IT systems did not allow prices to be updated ‘real-time’ which would have led
to prices diffening between in-store and online purchase, thus impacting customer
goodwill and creating confusion

Atthough customers were unable to place new orders, £0 1m (3,500 units) of E-commerce
orders placed prior to our appaintment were subseguently fulfilled (subject to items being
available in the warehouse)

2.2.3 Other Assets
Leasehold property

Under the terms of the sale, Republic has granted Sports Direct a icence to occupy all of
the rematning 116 stores pending discussions between Sports Direct and the landlords,
regarding the ongoing occupation of these stores.

Five stores were vacated during the Administration trading penod and the keys were
surrendered to the respective landlords prior to 28 February 2013.

Cash

There was £1 2m heid sn Republic’'s bank accounts at the date of our appointment and this
has subsequently been transferred into the Joint Administrators’ bank accounts

In addition, at the date of our appointment the financial records indicated ¢ £537,000 of
cash was located in store (hill floats) or in transit with the business’ cash collection agents
To date, we have received ¢ £474,000 of these funds and we are continuing to verify the
outstanding balance with the cash collection agents

Prepayments

The financial records detalled prepayments of £9 Om as at 13 February 2013, including
property costs (rent, rates and service charges), IT costs and insurance The majority of
these payments related to accounting entries to match income and costs to the same
accounting perniod

We have undertaken a review of the prepayments paid prior to the Administration and we
estimate that ¢ £1 4m may be payable by Sports Direct under the terms of the sale

In addition, we are currently pursuing a number of rates refunds for prepayments and to
date we have recovered ¢, £61,000

Fixed assets

We instructed GVA to value the fixed assets located both in stores and at head office and
their valuations are set out below

Market value
Market value 'piecemeal

£000 "In Situ” disposal”
Head Cffice 159 47
Vehicles 281 261
Stores (removable assets only) 1,461 73
Total 1,900 381
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All fixed assets (excluding vehicles), which included store fixtures and fittings and head
office equipment, were sold as part of the sale to Sports Direct for £1 85m, exceeding the
above valuation

As highlighted by the piecemeal disposal values above, if a going concern sale was not
achieved, the reaiisations would have been significantly less

As part of the sale, Sports Direct are able to utilise the vehicles until 31 May 2013 At this
date, Sports Direct can either purchase the motor vehicles, or return them to the
Administrators to realise

Intercompany debts
Guild Realisations Limited (formerly Republic (Retail) Limited)

Republic Fashion (ROI) Limited owed Republic ¢ £0 6m as at 13 February 2013, relating to
stock supplied to the Dublin stores

Republic Fashion (ROI) Limited entered Administration on 26 February 2013 and Luke
Charleton, Hunter Kelly and Alan Hudson of Ernst and Young were appointed as Joint
Admirustrators We currently anticipate recovenes of ¢ £60,000 from this debt however
this 1s dependent on the level of unsecured landlord claims against the Irish subsidiary

In addition, Republic was owed £83 5m from a number of other companies within the wider
Republic group We understand that the directors are currently taking steps to place these
companies info lquidation and we do not anticipate any realisations from these debts

Republic UK Limited

Other than the shares in Republic, the only asset Repubhc (UK) has, 1s an outstanding debt
of £49m due from Republic relating to dividends declared in previous years but not paid
Our latest estimates indicate a recovery for Repubhic (UK) of ¢. £0 2m after costs from the
Prescribed Part for this debt (dependent on level of unsecured claims received against
Republic)
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Future conduct of the Administrations

3.1 Initial meetings of creditors

The Joint Administrators are of the opimion that neither of the Companies have sufficient
property to enable a distribution to be made in either of the Companies to unsecured
creditors other than by virtue of the Prescribed Part Consequently in accordance with the
provistons of paragraph 52(1) of Schedule Bl to the Act, they do not intend to call aninihal
creditors’ meeting in either Republic or Republic (UK}

The Joint Administrators will be obhged to call an initial meeting of creditors of an
individual company tf it 1s requested by creditors of that company whose debts amount to at
least 10% of the total debts of that company. The request must be made withun 8 business
days of the date on which these proposals are sent out (or such longer pertod as the court
may allow) and must be in the prescribed form The creditor summoning the meeting must
lodge with the Joint Admunistrators a deposit as security for the expenses of summoning
and holding the meeting Further information is provided in the covering letter
accompanying these proposals

3.2 Future Conduct of the Administrations

The Joint Administrators will contsnue to manage the affairs, business and property of the
Companies in order to achieve the purpose of the Administrations This will include, inter
alia

» Realising the remaining debtors, prepayments and vehicles,

» Agreeing apportionments and completion cash with Sports Direct in accordance
with the sale agreement,

» Dealing with Republic’s landlords for the leasehold properties, including the
surrender of leases or (where agreed by landlords) the assignment of leases,

» Dealing with customer queries in relation to gift cards, returned stock and
outstanding orders, to date we have receiwved over 10,000 customer gqueries,

» Distnbuting the realisations to the secured and preferential creditors;
» Dealing with unsecured creditor enquiries;

» If appropniate, agreeing unsecured creditor claims and distributing the Prescribed
Part,

» Dealing with statutory reporting and compliance obhigations, and

» Finalising the Administration including payment of atl Admimistration habihties
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3.3 The End of the Administrations

The Admirustrations will automatically end on 12 February 2014, although they can be
extended by creditors or by the Court

3.3.1 Extension

In the event that the purpose of either of the Adminustrations cannot be completed by 12
February 2014, the Joint Administrators will seek an extension for time to complete the
Administration(s)

It 1s proposed that the Administrations will end esther through dissolution or through a
hquidation process Further details are provided below

3.3.2 Dissolution

It 1s proposed that if at the end of either of the Admimistration(s), the company concerned
has no property which might permit a distnibution to its creditors, the Joint Administrators
will send a notice to that effect to the Registrar of Companies Cn registration of the notice
the Joint Administrators’ appointment 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

3.3.3 Liquidations

It 1s proposed that at the end of either of the Administration(s), if either of the Companres
have any property which might perrmt a distribution to its creditors (including in respect of
the Prescribed Part) it will be placed into Creditors’ Voluntary Liquidation upon filing with
the Regqistrar of Companies a notice pursuant to paragraph 83 of Schedule B1 to the Act

It 1s proposed that the Liquidators will be R H Kelly, J P Sumpton and A M Hudson of

Ernst & Young LLP and that any act required or authorised under any enactment to be done

by the liguidators may be done by any or all of them In accordance with paragraph 83(7)
of Schedule B1 to the Act and Rule 2.117 of the Rules, creditors may nominate a different
person as the proposed liqguidator, provided that the nomination 1s made after the receipt of
these proposals and before the proposals are approved |t should be noted in this regard
that a person must be authonsed to act as an insclvency practitioner to be appointed as
higuidator

If there 1s property available at the end of either of the Administrations, but the Joint
Adminuistrators believe it to be insufficient to enable a distnibution to be made in a Creditors
Voluntary Liqguidation, the Joint Administrators propose to petition the Court, pursuant to
paragraph 79 of Schedute B1 of the Insolvency Act 1986, for anorder to bring the
Administration to an end with a consequential order for the compulsory winding up of the
relevant company

Emst & Young |14




Statement of affairs

The directors have prepared Statements of Affairs for the Companies as at 13 February
2013. The Statement of Affairs for Republic (UK) Is attached at Appendix C and the
Statement of Affairs for Republic 1s attached at Appendix D.

We include below a summary of our comments on the directors’ Statements of Affairs.

4.1 Republic (UK)

The only reahisable asset in Republic (UK) 1s the intercompany debt from Republic Based on
the Statement of Affairs, this indicates a potential realisation for Republic (UK) in the region
of £0 2m from the Prescribed Part.

The level of unsecured creditors of Republic 15 stili to be determined and will be dependent

on the ultimate level of claims received and, 1n particular, the level of unsecured landiord
claims

4.2 Republic

Assets

Stock has been estimated by the directors at £17 1m, which 1s before ROT settlements or
repossessions. The potential for ROT settlements was reflected in the consideration

received from Sports Direct

The Statement of Affairs do not take account of the costs of realisation that are associated
with the Administration.

Liabilities

individual trade creditars’ balances are shown before ROT settlements, and therefore the
actual value of individual trade creditor claims may reduce as valid ROT claims are settled
by Sports Direct.

The Statement of Affairs does not include any estimate for contingent claims that may
occur from Landlords and, as such, may increase

4.3 Secured Creditors

At the date of our appointment, the Group had secured borrowings of £64.4m from a
banking syndicate comprising

» Lloyds TSB Bank plc,

» BancalMiSpA,

» Investec Bank plc,

» BAWAGPS K Bank,

» The Co-Operative Bank plc, and
» TPG Aquatic

The net realisations from the Companies’ assets will be insufficient to enable the secured
creditors to be repaid in full
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4.4 Preferential Creditors

We currently estimate preferential creditors of £547,012 in respect of claims for
employees' salaries, holiday pay and pension contributions for Republic. This 1s stated after
the payment of arrears of wages for all retained employees of £835,328 duning the
Admiristration trading period The vast majority of these amounts would be preferential in
status.

it 1s anticipated that the preferential claims in Republic will be paid in full

As there were no employees in Republic (UK) there will be no preferential creditors in that
company

4.5 Non-preferential Creditors

Non-preferential claims continue to be submitted and a proof of debt form accompanies

these proposals for unsecured creditors to complete and return to the Joint Administrators |
Any completed forms will be passed to any subsequently appointed Liquidator, if and when ‘
one I1s appointed

The directors’ Statement of Affairs estimate that the non-preferential claims for Republic
(UK) Limited and Republic will be in the region of £53 2m and £92 4m respectively

Final claims in Republic may be higher due to contingent claims (such as landiord claims)
and other non-preferential creditors not included in the Statement of Affairs

It 1s not anticipated that there will be sufficient realisations to enable a distribution to the
non-preferential creditors of either Republic (UK} or Repubiic other than by virtue of the
Prescribed Part

4.6 Prescribed part

The prescribed part 15 a proportion of floating charge assets set aside for non-preferential
creditors pursuant to section 176A of the Insolvency Act 1986 The prescribed part applies
to floating charges created on or after 15 September 2003

The Joint Admunistrators do not currently intend to make an apphication to the court under
section 176A(5) of the Insolvency Act 1986 for an order not to distribute the prescribed
part in either of the Companies However depending, upon the final quantification of all
unsecured claims for a particular company, the payment of a dividend in respect of the
prescribed part may be uneconomical The Administrators therefore reserve the night to
make such an application to the court in these circumstances

At this time, the outcomes of the Administrations remain uncertain and therefore we are
unable to accurately estimate the value of the Companies’ net property However our latest
estimates indicate that |

» The value of Republic (UK} Limited’s net property may be in the region of £0 2m,
which would equate to the value of the prescribed part being ¢ £63,000 (betore
the costs of dealing with the prescribed part), and

» The value of Republic's net property may be in the region of

¢ £10m, which would equate to the value of the prescribed part being the
maxsmum of £0.6m (before the costs of dealing with the prescribed part)
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Administrators' remuneration and disbursements and
payments to other professionals

5.1 Administrators Remuneration - Republic (UK) and
Republic

The statutory provisions relating to remuneration are set out in Rule 2 106 of the
insolvency Rules 1986 Further information s 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 Insolvency Practitioners Association at
http //www insglvency-practitioners org uk (follow ‘Regulation and Guidance’ then
‘Creditors’ Guides to Fees'), or s avallable in hard copy upon written request to the Joint
Administrators

In the event that a creditors’ meeting 15 not requisitioned and a creditors' committee 1s not
formed, the Joint Administrators will seek to have therr remuneration fixed by the secured
and preferential creditors in accordance with Rule 2 106(5A) of the Rules The Joint
Adminustrators wili ask for their remuneration to be fixed on the basis of time properly given
by them and therr staff in dealing with matters arising in the Administrations

5.2  Analysis of Administrators’ fees

Attached at Appendix B 1s a detalled analysis of time spent, and charge out rates, for each
grade of staff for the various areas of work carned out to 1 April 2013, as required by the
Association of Business Recovery Professionats’ Statement of Insolvency Practice No 9

5.3 Disbursements

Appendix B also includes a statement of the Joint Administrators’ policy for charging
disbursements In the event that creditors’ meetings are not requisitioned and Creditors’
Committees are not formed, the Joint Administrators wil} seek the approval of the secured
and preferential creditors to charge category 2 disbursements in both of the Companies

5.4 Payments to other professionals

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

Name of firm Nature of service How contracted to be paid

Gordon Brothers Advising and assisting the Contingent fee based on outcome
implementation of the trading
strategy and negotiations with ROT
creditors
DLA Piper Advising on property leases, ROT Time cost basis
settlements and preparing the
documents for the sale of the

business

Linkiaters Advising on appointment Time ¢ost basis

Eddisons Negotiations with Rating Contingent fee based on ;ates
Authorities savings

GVA Grimley Valuation and sale of chattel assets  Time cost basis
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Appendix A

Guild Realisations Limited

Estimated to reafise
as per Directors'
Statement of Affairs

17,100,000

1,850,000
1,413,753
422,482

Note

Receipts

Stock

Trading surplus*
Fixtures and fittings
Cash on appointment
Cash intransit

Rates refund

Bank interest (Float)
Sundry ncome
Goodwill

Leasehold property
IT equipment

Payments

Administrators’ receipts and payments
account for the period from 13 February
2013 to 1 April 2013

Total
£

8,000,000
3,686,137
1,849,995
1,200,848
474,173
61,278
3,612

240

3

1

1

15,276,287

Cnly trading payments have been made to date

Net Realisations

Funds Held:
Cash at bank
VAT control account

Third party funds for repayment

15,276,287

16,855,221
(1,337,449

(241,485}
15,276,287

Not included within the above 1s the net licence fee receipts from Sports Direct and
subsequent payment to landlords for rent, service charge and other property costs arising
from Sports Direct's continuing occupation The net effect of these will ultimately be nul
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Appendix A Statutory information

*Admumistration trading period - receipts and payments

Receipts
Trading sales

Payments

Payroll costs

Worldpay retention
Ransom payments
Warehousing and couners
Consultancy costs

IT services

Secunity

Employee expenses
Other trading expenses

Trading surplus

Republic (UK) Limited

There have been no receipts or payments within Republic (UK)

Total
£

7,516,761
7,516,761

{1,547,160)
(1,000,000)
(990,116)
(189,047)
(35,793)
(27.994)
(13,623)
(10,452)
(16.440)

(3,830,625)

3,686,137
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Appendix B Statement of administrators' charging
policy for remuneration and
disbursements pursuant to Statement of
Insolvency Practice No. 9

Charging and disbursement policy
Admunistrator's charging policy for remuneration

The Admiristrators 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 company’s bank accounts and statutory
comphance diaries Work carried out by all staff 1s subject to the overall supervision of the
Administrators

All time spent by staff working directly on case-related matters 1s charged to a time code
established for the case Time 1s charged in units of six minutes Each member of staff has
a specific hourly rate, which 1s subject to change over time The average hourly rate for
each category of staff over the period 1s shown below, as are the current hourly rates used
Hourly rates are summarised below

Hourly rate
Effective from 1 July 2012
Partner 570-810
Executive Director 545- 780
Assistant Director 410-570
Seruor Executive 320- 420
Executive 230- 310
Analyst
Level 1 185- 280
Level 2 140- 220
Level 3 130- 200
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Administrators’ charging policy for disbursements

Statement of Insolvency Practice No 9 divides disbursements into two categories

Category 1 disbursements are defined as specific expenditure relating to the admimistration
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
No 9,1t s our policy to disciose Category 1 disbursements drawn but not to seek approval
for thewr payment. We are prepared to provide such additional infermation as may
reasonably be required to support the disbursements drawn It 1s our pelicy, in ine with the
Statement, to seek approval for Category 2 disbursements before they are drawn

To date, the followmg Category 1 disbursements have been incurred

Republic
Category 1 Cost (E)
Travel 697673
Accommodation 7.957 94
Subsistence 2,678 86
Telephone 3187

17,645 40

To date, the following Category 2 expenses have been incurred It 1s proposed that Joint
Admenistrators be permitted to draw these expenses

Category 2 Cost (E)
Mileage 1,006 40
1,006 40
Republic (UK)

No category 1 or 2 disbursements have been incurred to date.
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Appendix E

Company Information

Company Name

Registered Office
Address

Republic (UK) Lirmted
¢/o Ernst & Young LLP
1 Bridgewater Place

Registered Number

Trading Name(s)

Trading Address(es)

Details of the Administrators and of their appointment

Administrators

Date of Appointment-

By Whom Appointed:

Court Reference:

Water Lane
Leeds
LS11 5QR
04221841
None

2100 Century Way

Thorpe Park
Leeds
L5158Z8B

Statutory information - Republic (UK)
Limited

R H Kelly, J P Sumpton and A M Hudson

13 February 2013

The appointment was made by the directors

High Court of Justice, Chancery Division 1018 of 2013

Any of the functions to be performed or powers exercisable by the Administrators may be
carried out/exercised by either of them acting alone or by any or both of them acting

severally

Statement concerning the EC regulation

The EC Council Regulation on Insolvency Proceedings does apply to this admimistration and
the proceedings are main proceedinngs. This means that this Administration 1s conducted
according to UK insolvency legislation and 1s not governed by the insolvency law of any
other European Union Member State

Share Capital

Class Authorised Issued & Fully pasd
Number Number £

Class A Ordinary 1 000 1,000 1,000 1,000

Class B Ordinary 1,000 1 1,000 1

Class C Ordinary 1,000 1,000 1,000 1,000

Ernst & Young |47



Directors and secretary and their shareholdings

Director or Current
Name Secretary Date Appointed Shareholding
Georgina Ruth Secretary 02/11/2012 .
Green
Paul Sweetenham Director 10/05/2012 -
Dag Johan Skattum | Director 08/02/2012 -
Joanne Clare Director 08/02/2012 -
Bennett
Markus Gloe! Director 08/02/2012 -
Vincenzo Morell Director 08/02/2012 -

Emnst & Young {48




Appendix F Statutory information - Guild
Realisations Limited

Company Information

Company Name

Reqgistered Office
Address

Registered Number:
Trading Name(s)
Trading Address(es)

Guild Realisations Limited (formerly Republic (Retail) Limited)
c/oErnst & Young LLP
1 Bridgewater Place
Water Lane

Leeds

LS1i150R

02025406

Republic

2100 Century Way
Thorpe Park

Leeds

LS15 8ZB

Details of the Administrators and of their appointment

Administrators R H Kelly, J P Sumpton & A M Hudson

Date of Appointment: 13 February 2013

By Whom Appointed: The appointment was made by the directors

Court Reference. High Court of Justice, Chancery Dwvision, Leeds District Registry,
1020 of 2013

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

severally

Statement concerning the EC regulation

The EC Council Regulation on Insolvency Proceedings does apply to thes administration and
the proceedings are main proceedings This means that this Admimistration s conducted
according to UK insolvency legislation and 1s not governed by the insolvency law of any
other European Union Member State

Share Capital

Class Authorised Issued & Fully pard
Number £ Number | E

Ordmary 120,000 120,000 120,000 | 120,000

Ernst & Young |49




Directors and secretary and their shareholdings

Dtrector or Current
Name Secretary Date Appointed Shareholding
Georgina Ruth Secretary 02/11/2012
Green
Paul Sweetenham Director 10/05/2012
Dag Johan Skattum | Dirrector 08/02/2012
Joanne Clare Director 08/02/2012
Bennett
Markus Gloel Director 08/02/2012
Vincenzo Marelli Director 08/02/2012
John Edward Viola Director 04/09/2010
Clive Deris Bode Director 04/09/2010

Ernst & Young 150



