Appendix 4D
The Reject Shop Limited
(ABN 33 006 122 676)
Consolidated preliminary half year report

For the half year ended 24 December 2006
Compared to the half year ended 25 December 2005

SA'DGG
Revenues from continuing operations up 17.1%  to 149,501
Profit from continuing operations after tax atiributable to up 18.1% o 14,215
members
Net profit for the period attribuiable to members Hp 18.1% to 10,215
Dividends Amount per share Franked amount per
ghare

Interim dividend

17.6¢ 100%
Record date for determining  entitlements to  the
dividend 2 March 2607
Dividend payment date 16 March 2007

Conymentary on the Company’s trading resuli is included in the media release and on pages 2 to 3 of the half
year report enclosed.




THE REJECT SHOP LINITED

Overview of Financial Ferformance

Sales grew from $127.7m (o $149.5m and nel profit after tax grew from $8.7m to $10.2m, representing growth
of 17.1% and 18.1% respectively, from the corresponding period last year.

Sales growth was driven by comparable store sales growth of 7.8% {a company record for the first half}, 11 new
store openings and continued growth from stores opened during the prior year. Comparable stores growth is
attributed to the continued development of everyday ranges, competiiive pricing and a more effective marketing
program. in addition, sales during the peak November and December trading period, were stronger than
anticipated.

Giross margin, decreased from 53.1% 1o 49.1% of sales compared to the cotresponding period last year reflecting
strong trading in lower margin everyday merchandise and a strong focus on competitive pricing to drive sales
and increase gross profit dollars.

Operating costs, excluding depreciation and amortisation, as a percentage of sales decreased from 38.8% to
37.5%, compared to the corresponding period last year. This was inclusive of significant one-off costs associated
with the opening of the new distribution centre and some delayed store openings of $925k pre tax and $650k post
tax.

Depreciation and amortisation as a percentage of sales increased from 1.5% to 1.6% as a result of significant
investment in the new distribution centre, a stronger new store opening program and further investment in
information technology.

The financial position supports our current dividend ratio, further investment in 1T and logisiics and an
aceelerated store opening progran:.

Operational Performance

The strong trading result for the half is a reflection of the sirengthened buying teany’s efforts in ranging,
allocations and pricing, ably supported by significant efforts of our people in disiribution cenires, stores and
central support services.

Eleven new stores were opened during the period and at the end of the period there were a total of 123 stores. Six
stores were opened in New South Wales, two in Queensland, two in Victoria and a further store opening in
Western Australia. Queensland is now a standalone region with 7 stores and 3 more planned in the second half,
and the Western Ausiralia stores are progressing well.

A strong opening program is scheduled for the second half with 11 stores planned and a number of significant
relocations and upsizes scheduled. Going forward the Company expects to maintain an opening program of at
least 20 stores per annum.

The new distribution centre at Melbourne Airport opened in August and is now operating to anticipated
productivity levels. A delay to the opening of the facility coinciding with delayed store openings led to increased
operating costs during the half particularly dealing with the peak seasonal build up of stock.

Given the strong sales growth and accelerated store opening program further opportunities in logistics are
currently being reviewed to support longer term growth plans including increased use of technology or a second
distribution cenire.

During the period the Company appointed Mr Gerry Masters, formerly of Coles and Bi Lo Supermarkets, to
succeed Mr Barry Saunders as Managing Director. Mr Masters will commence on 1 Mareh 2007 and will work
closely with Mr Saunders to ensure a smooth transition and be fully effective by | July 2007,
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THE REJECT SHOP LINITED

Outlook for the remainder of FY20607

The first half trading performance reflecis coniinued strength in the underlying business, and sales post
Christmas are in line with expectations. The Company is confident of achieving an inereased full year NPAT
forecast of between $11.0m to $11.2m, up from $10.7m to $10.9m at the start of the year.

This forecast reflects the seasonal nature of our business, as well a8 accommodating an accelerated store opening
program i the second half where profit contribution for these stores is expected to cover opening costs. The
accelerated opening program establishes a strong platform for FY2008.

Given our sirong balance sheet the Board has maintained the annual dividend payout ratic. Based on our revised
forecast the Board has declared a fully franked interim dividend of 17 cents per share.
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THE REJECT SHOP LINITED

DIRECTORS’ REFORT

Y our directors present their report on the company and its controlled entity for the half year ended 24 December
2006.

Directors
The names of the directors in office during the whole of the half year and up fo the date of this report are:

BI Beatiie

Chairman, Now-executive director and Choirman of the Repumeration Commitiee

BAE Saunders

Muanaging Director

AC McMorron

Now-executive director, Chairman of the dudit Committee and Member of the Remuneration Committee
J Shuster

Non-executive direcior and Member of the Audit and Remunerarion Committees

Review of operations
The profit of the consolidated entity for the half year after providing for income tax amounted to $10,214,983.

A review of the operations of the conselidated entity during the half year and the resulis of these operations are
set out in the atiached resulls announcement.

Seasonality
The half year reflects frading resulis that can not be reasonably expected for the remainder of the year, due to the
seasonal nature of the consolidated entity’s activities.

The balance sheet as at 24 December 2006 reflects a reduced level of borrowings as compared 1o other imes
during the year due to the seasonal nature of the consolidated entity’s activities.

Dividends
On 15 September 20006, a final fully franked dividend of 14 cenis per share totalling $2,556,336 and a fully
franked special dividend of 7.5 cents per share totalling $1,917,248 were paid.

On 14 February 2007, the directors declared a fully franked interim dividend of 17 cents per share to be paid on
16 March 2007,

The company’s dividend reinvestment plan is not currently active.

Auditor’s independence declaration
A copy of the auditors” independence declaration as requived under section 307C of the Corporations dct 2001 is
sef out on page 5.

Rounding off amounts to nearest thousand dollars

The consolidated entity is of a kind referred to in Class Order 98/100 issued by the Australian Securities and
Investments Commisston, relating to the “rounding off” of amounts in the directors” report and financial report.
Amounts in the directors’ report and financial report have been rounded off to the nearest thousand dollars in
aceordance with that Class Order.

Signed in accordance with a resolution of the directors:

BJ Beatiie

Chairman

BAE Saunders
Managing Director
14 February 2007
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THE REJECT SHOP LINITED

Consolidated Inconie Statement
For the Half Year Ended 24 December 2086

24 December 25 December

Note 2006 2005
$°000 £'000
Revenues from continuing operations
Sales revenue 2 149,501 127,700
Other income 2 171 299
149,672 127,999
Cost of sales 76,633 63,744
Store expenses 42,749 37,841
Administrative expenses 9,670 9,111
Warchousing expenses 6,028 4,568
134,480 115,264
Finance costs 3 453 377
Profit before income tax 14,739 12,358
Income tax expense 4 4,524 3,767
Profit Attributable To Members Of
The Reject Shop Limited 10,215 8,651
Larnings per Share Cents Centy
Basic Earnings Per Share 22 40.9 34.3
Diluted Eamings Per Share 22 393 334

The above income statements should be read in conjunciion with the accompanying notes.
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THE REJECT SHOP LINITED

Consolidated Balance Sheet
As at 24 December 2606

Current Assefs
Cuash assets
Recelvables
inveniories
Other

Total Current Assets

Non-Current Assefs
Property, plant and equipment
Deferred iax assets

Total Non-Carrent Assets

Total Assets

Current Liabilities
Payables

Borrowings

Tax Habiliies

Provisions

Other

Teotal Carrent Liabilifies

Non-Current Liabilities
Borrowings

Provisions

Total Non-Cuarreaf Liabiliies

Total Liabilities

Net Assets

Equity
Contribuied equity
Reserves

Retained profits
Total Equity

Note

16

13|
12
13
14
15

16
17

18
19
20

24 December 25 June
2006 2006
$2080 $000

8411 3,640
744 224
26,616 23,659
337 430
36,108 29,993
29,031 24,715
3,680 2.900
32,711 27,615
658,819 57,608
17,353 13,726
1,077 937
4,296 1,496
5,065 5,584
5,348 4,410
33,139 28,162
385 421
3,070 2,380
3455 2,811
36,304 34,973
32,225 26,635
3497 3,442
1,462 1,668
27,266 21,525
32,225 26,635

The above balance sheeis should be read in conjunction with the accompanying notes.

Appendix 4D Page 7



THE REJECT SHOP LINITED

Consolidated Statement of Changes in Eguity
For the Half Year Ended 24 December 2066

24 Pecember 25 December

Note 2066 2003
3’806 $°000

Total equity at the beginning of the
period 26,635 21,893
Adjustment on adoption of AASB 132 and
AASB 139, net of tax, to Hedging Reserve . 165
Net revaluation of cash flow hedges 19 (371} 260
Deferred tax eredited directly o equity 18 35 50
Net income recognised directly in equity {316} 415
Profit for the period 20 10,215 8,651
Total recognised income and expense for
the period 36,534 30,959
Share based remuneration 19 165 181
Dividends provided for or paid 20 (4,474) {1,764}
Total equity at the end of the period 32225 29,376

The above statements of changes in equity should be read in conjunction with the accompanying notes.
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THE REJECT SHOP LINITED

Consolidated Cash Flow Statement
For the Half Year Ended 24 December 2086

24 December 25 December

Note 2006 2005
$°000 $°060

Cash Flows from Operating Activities
Receipts from eustomers {inclusive of
goods ad services tax) 164,181 140,277
Payments to suppliers and employees
(inclusive of goods and services tax) {147,446} {119,383}
interest received g1 78
Borrowing cosis paid {433} {377}
income tax paid (2,445} {2,162}
Net cash inflows from operating
activities 21 13,914 18,433
Cash Flows from Investing Activities
Proceeds from sale of property, plant
and equipment 22 2
Payments for property, plant and
equipment (6,795 {5,812%
Net cash used in investing activities {6,773} {5,810}
Cash Flows from Financing Activities
Payments under finance lease {463) {888}
Dividends paid (4,474 {1,764}
Net cash used in financing activities {4,937} {2,852
Net increase/{decrease) in cash held 2,204 9,971
Cash at the beginning of the period 5,640 4.433
Cash at the end of the period 21 7.844 14,404

The above cash flow statements should be read in conjunction with the accompanying notes.
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THE REJECT SHOP LINITED

Note 1: Basis of preparation of half-year report

This general purpose financial report for the interim half year reporting period ended 24 December 2006 has been
prepared in accordance with Accounting Standard AASE 134 Interim Financial Reporting and the Corporations Act 2001,

This interim financial report does not include all ihe notes of the type normally included in an annual financial report.
Accordingly, this report 1s to be read in conjunction with the annual report for the year ended 25 June 2006 and any publie

announcements made by The Reject Shop Limited during the interim reporting period in accordance with the coniinuous
disclosure requirements of the Corporations Act 2001

With exception of the iiem noted below, the accounting policies adopied are consistent with these of the previous
financial year and corresponding interim reporting period.

The following change ie accounting policy has been implemented in the period.

(1} AASB 2003-9 “Amendments to Australian Accounting Standards fAASB4, AASB1023, AASB139, AASBI32
Financiai Guarantee Contacts.

Where a coniract meets the definition of a financial guarantee, the contract is recogaised at fair value at inception and then
recognised at the greater of the ammortised cost, or the best estimate of total payments under the coniract terms.

in implementing this change, no provision for financizl guarantees was required to be recognised in the balance sheet.
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THE REJECT SHOP LINITED

24 December 25 December
2006 2005
$060 $600
Note 2: Revenne From Continuing Operations
Sales Revenue
Sales of goods 149,501 127.760
Revenue from non-operating activities
Inferest 81 78
Training subsidies 90 221
171 29%
149,672 127,999

Note 3: Expenses

Profit before income tfax expense includes the following expenses:
Interest and finance charges paid/payable 453 377
Depreciation and amortisation 2,442 1,934

Net loss on disposal of property, plant and

equipment 15 251
Rental expenses relating to operating leases:
Minimum lease paymenis 15,821 13,546
Provision for rent escalations 160 144
Rent paid on percentage of sales basis 180 168
Foreign exchange gains ¢ (losses) (1200 48

Note 4: Income Fax

{a} Income tax expense

Current tax 5,269 4,131

Deferred tax (780) {4103

Under / {Over) provided in prior years 35 (143
4,524 3,707

Deferred income tax expense included in income tax
EXPENSe COMmprises:
Increase i net deferred tax assels {780 {410)

{b} Numerical reconciliation of income

tax expense to prima facie tax payable

Profit before income tax expense 14,739 12,358
Tax at the Ausiralian tax rate of 30% (2065 - 30%) 4,422 3,707
Tax effect of amounts which are not deductible

(taxable) in calculating taxable income:

Shure based payments 45 54
Sundry 18 {403
4489 3721
Under { {Over) provided in prior years 35 (143
income tax expense 4324 3,707
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THE REJECT SHOP LINITED

25 June
2006
$°060

(50)

368
5,272

5,644

224

23,517
182

23,699

69
143
218

24 December
2006
006
fc) Amounts recognised directly in equity
Agpregate current and deferred tax arising in the
reporting period and not recognised in net profit or
loss but directly debiied or eredited in equity
Current tax - credited directly to equity {55}
Note 5: Current Assets — Cash Assefs
Cash on hand 445
Cash at bank 7,966
8,411
Note 6: Current Assets — Receivables
Other debtors 744
Note 7: Current Assets — Inventories
Inventory at cost 26,483
invenfory at net realisable value 133
26,616
Note 8: Current Assets — Other
Prepayments 266
Other current assets 71
Derivative financial instruments -
337

434

Note 9: Non-Carrent Assets — Property, Plant And Equipment

Leasehold improvements

9,188
{4,710}

4478

1,540
(463)

1677

28,271
(12,404)

15,867

9,112
{5,819)

3,293

At cost 10,469
Less accumulated depreciation (5.021)
5,448
Under finance lease and hire purchase 1,546
Less accumulaied amostisation {530)
1,010
Plant and equipment*
At cost 33,654
Less accumulated depreciation (14.572)
19,582
Under finance lease and hire purchase 9,183
Less accumulated amortisation (6,192)
2,991
Total property, plant and equipment 25,031

24,715

*Plant and eguipment includes fixtures, fittings and motor vehicles
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THE REJECT SHOP LINITED

Note 10: Non Current Assets — DPeferred Tax Assets

The balance comprises femporary
differences attributable to:

Amonnts recognised in profit or loss
Employee benefity

Non deductible aceruals

inveniories

Lease incentives

Sundry items

Set-off of deferred tax liabilities of
consolidated entity pursuant to set-off
provisions:

Finance leases

Depreciation

Sundry items

Net deferred tax assels

Note 11: Carrent Liabilities — Payables

Unsecured liabilities
Trade ereditors
Sundry creditors and accruals

Note 12: Carrent Liabilities —Borrowings

Secured Liabilities
Bank overdrafty
Finance lease liability
Hire purchase liability

Note 13: Carrent Liabilities — Tax Liabilities

income tax

Note 14: Carrent Lizbilities — Provisions

Employee entitlements

Note 15: Carrent Lizbilities — Other

Accrued expenses
Deferred income
Derivative financial instruments

24 December 25 June
2006 2006
$7004 $°060

1,501 1,272
1,315 R1R
628 365

75 108

152 137
3,671 2,900
(34) {43)

50 iz

{n 11
3,680 2,900
12.250 13,742
5,063 1,084
17,353 15,726
567 -

84 123

426 14
1,077 937
4,266 1,496
3065 5,584
4.267 3,883
928 5336

153 -
5,348 4,419
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THE REJECT SHOP LINITED

24 December 25 June
2006 2006
006 $060
Note 16: Non-Cuarrent Liabilities —Borrowings
Secured liabilities
Finance lease liability - 37
Hire purchase liability 383 364
385 421
Note 17: Non-Cuarrent Liabilities — Provisions
Employee entitlements 937 837
Provision for rent escalation 2,133 1,553
3,070 2,356

Note 18: Equity — Contributed Equity

Movemenis on ordinary share capiial

fssue Price Contributed
per share Equity
Date Details No. of shares 3 $°600
27 June 2005 Opening balance 25,678,295 3,646
19 July 2005 Exercise of performance rights 125,600 - 231
mcluding transfer from share based
payments reserve
24 Feb 2006 Proceeds from exercise of options 50,006 $1.52 76
22 June 2006 Proceeds from exercise of options 60,000 $1.52 81
21 June 2006 Transaction costs - (72)
Deferred tax credits - 30
25 June 2006 Closing balance 25,313,295 3,442
Movemenis on ordinary share capital
fssue Price Contributed
per share Equity
Date Details No. of shares 3 $°600
26 June 2006 Opening balance 25,313,295 3442
3 July 2006 Exercise of performance riglts 125,600 - -
21 Juty 20066 Exercise of performance rights 105,000 - -
17 August 20006 Exercise of performance rights 20,000 - -
Deferred tax credits - 35
24 Deg 2006 Closing balance 25,563,295 3,497
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THE REJECT SHOP LINITED

24 December 25 June
2006 2006
$’008 $060
Note 19: Equity - Reserves
Cupital profits reserve 739 739
Share based paymenis reserve 876 711
Hedging reserve - cash flow hedges {153) 218
1,462 1,668
Note 20: Equity — Retained Profits
Retained profits at the beginning of the financial
period 21,525
Net profit attributable to members of the
consolidated entity 13,215
Dividends provided for or paid (4.474)
Retained profits at reporting date 27.266
24 December 25 December
2006 2005
$’008 $060
Note 21: Cash Flow Information
Reconciliation of Cash
Cush at the end of the half year as shown in the statement of cash flows is reconciled to
the related items in the balance sheet as follows:
Cash on hand 445 442
Cash at bank 7.966 14,118
Bank overdrafts {567) (156)
7.844 14,404
Reconciliation of Cash Flow from operations
with profit from ordinary activities
Profil from oxdinary activities after Income Tax 10,215 8,651
Non-cash flows in profit from ordinary activiiies
Amortisation of leased assels 109 189
Depreciation 2,333 1,745
Loss on sale of property, plant and equipment 15 251
Non-cash share based expense 165 181
Fair value adjustiment to derivatives {371
Current tax credited directly to equity 35
Changes in assets and Habiliies, net of effects of
purchase and disposal of subsidiaries
Inerease in receivables and other assety (427 (309}
Increase in inventories (2917 {1,661)
[nerease ia trade and other creditors and
other provisions 2717 7,842
[nerease in income tax payable 2,800 1,954
Increase in deferred taxes {780) (418)
Net cash provided by operations 13,914 18,433
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THE REJECT SHOP LINITED

24 December 25 December
. . 2606 2605
p X3 cl=

Note 22:Earnings per share Cents Cente
Basic earnings per share 40.0 343
Diluted earnings per share 393 334
Weighted average number of ordinary shares used as the denominator
in calculating basic earnings per share 25,538,484 25,188,185

Weighted average number of ordinary shares and poteniial ordinary
shares used as the denominator in calculating diluted earmings per

share 26,004,305 25,506,828
24 December 25 June
2006 2006
Note 23:Net Tangible Assets Per Share $ 5 ’
Net tangible asset backing per ordinary share 1.26 1.03
Total shares outstanding as at end of period 25,563,295 25,313,295

24 December

25 December

2006 2003
$°000 $:000
Note 24: Dividends
Final fully franked dividend paid on 15 Sepiember 2006 2,557 1,764
Special fully franked dividend paid on 15 September 2006 1,917 -
Balance of franking account at half year adjusted for franking credits
arising from payment of provision for income tax and dividends
recogmised as receivables, franking debits arising from payment of
proposed dividends and any credits that may be prevenied from
distribution in subsequent years 17,128 14,748
Note 25: Contingent Liabilities
Estimates of the maxinim amounts of contingent Habiliies that may become payable:
Leiters of credit established for acguisition of goods for resale 50 105
ANZ Bank indemnity guarantee to landlords 2,353 1,696
2,403 1.801

Note 26: Segment

The Reject Shop operates within the one geographic segment {Australia) and the one business segment {retailing

of discount variety merchandise).

Note 27: Dividend Reinvestment Plan

The Company has established a dividend reinvestment plan which is not currently active.

Note 28: Matters Subsequent to the End of the Half Year

No matters or eircumstances have arisen sinee the end of the half year which have significanily affected or may
significanily affect the operations of the consolidated entity, the resulis of operations, or the state of affairs of the
consoldated entity in future financial years.

Appendix 4D Page 16



THE REJECT SHOP LINITED

DIRECTORS' DECLARATION

in the directors’ opinion:

{a) the financial statements and notes set out on pages 6 to 16 are in accordance with the Corporations Aot
2001, including:

(1) complying with Accounting Standards, the Corporations Reguiations 2001 and other
mandatory professional reporting requirements; and
(i1} giving a true and fair view of the consolidated entity’s financial position as at 24 December

2006 and of it’s performance, as represented by the results of it°s operations and 1t’s cash
flows, for the half year ended on that date; and
{b) there are reasonable grounds to believe that The Reject Shop Limited will be able to pay its debis as and
when they become due and payable.

This declaration 1s nade m accordance with a resolution of the directors.

BJ Beatiie
Chairman

BAE Saunders
Managing Director

Meibourne
14 February 2007
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