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Important notice and disclaimer
This document has been prepared by The Reject Shop Limited (ABN 33 006 122 676) (the “Company”). This document is a presentation of general background information about the Company’s
activities current at the date of the presentation. It is information in a summary form and does not purport to be complete. It is to be read in conjunction with Company’s other announcements
released to ASX (available at www.asx.com.au). It is not intended to be relied upon as advice to investors or potential investors and does not take into account the investment objectives, financial
situation or needs of any particular investor. These should be considered, with professional advice, when deciding if an investment is appropriate.
This document is being provided to you as, and by receiving this document you represent and warrant that you are, a professional investor or sophisticated investor (as those terms are defined in
the Corporations Act 2001 (Cth) (the “Corporations Act”) or if you are outside Australia, a person to whom an invitation or offer to subscribe for securities in the Company and any issue of such
securities is permitted by the laws of the jurisdiction in which you are situated without the need for any registration, lodgement or other formality. This presentation is not a prospectus or a product
disclosure statement under the Corporations Act has not been lodged with the Australian Securities and Investments Commission. The offer of securities described in this presentation will be made
only to persons to whom offers can lawfully be made without disclosure in accordance with Chapter 6D.2 of the Corporations Act.
Despite anything stated in this notice or elsewhere in this document, this document does not constitute an offer, invitation, solicitation, recommendation, advice or recommendation with respect to
the issue, purchase, or sale of any securities or other financial products in the Company.
This document contains certain "forward-looking statements". The words "anticipate", "believe", "expect", "project", "forecast", "estimate", "likely", "intend", "should", "could", "may", "target", "plan"
and other similar expressions are intended to identify forward-looking statements. Indications of, and guidance on, future earnings and financial position and performance are also forward-looking
statements. Due care and attention has been used in the preparation of forecast information. Such forward-looking statements are not guarantees of future performance and involve known and
unknown risks, uncertainties and other factors, many of which are beyond the control of the Company, that may cause actual results to differ materially from those expressed or implied in such
statements. There can be no assurance that actual outcomes will not differ materially from these statements. Neither the Company, the Underwriter, nor any other person, gives any representation,
warranty, assurance or guarantee that the occurrence of the events expressed or implied in any forward looking-statements in this document will actually occur. You are cautioned not to put undue
influence on forward looking statements. The Company assumes no obligation to update such information.
This document has been prepared by the Company based on information available to it. All information in this document is believed to be reliable but none of the Company, its related bodies
corporate (as defined in the Corporations Act), the Underwriter, nor any of their respective directors, officers, employees, advisers or representatives (together, the “Beneficiaries”) make any
representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of the information in this document (including the accuracy, likelihood of achievement or
reasonableness of any forecast, returns, yields, future income or other statements in relation to future matters), any of which may change without notice. Nothing contained in this document is, or
shall be relied upon, as a promise or representation by the Company or any other Beneficiary, whether as to the past, present or future.
To the maximum extent permitted by law, the Beneficiaries shall have no liability whatsoever for any loss or liability of any kind arising in respect of the information contained, or not being contained,
in this document.

Neither the Underwriter nor any of its affiliates, or their respective related bodies corporate, directors, officers, partners, employees and agents (“Underwriter Group”) have caused or authorised the
issue, submission, dispatch or provision of this document, nor do they make any recommendation as to whether any potential investor should participate in the offer of securities referred to in this
document. None of the Underwriter Group makes or purports to make any statement in this document and further, no member of the Underwriter Group accepts any fiduciary obligation to or
relationship with any investor or potential investor in connection with the offer of securities or otherwise.
This document does not constitute an offer to sell, or the solicitation of an offer to buy, any securities in the United States or to any “US person” (as defined in Regulation S under the US Securities
Act of 1933, (“Securities Act”) (“US Person”)). Securities may not be offered or sold in the United States or to US Persons absent registration or pursuant to an exemption from registration. The
securities of the Company to be offered and sold in the equity raising have not been, and will not be, registered under the Securities Act or the securities laws of any state or jurisdiction of the
United States, and may not be offered or sold in the United States or to, or for the account or benefit of, US Persons unless the securities are registered under the Securities Act or pursuant to an
exemption from, or in a transaction not subject to, registration. This document may not be distributed or released in the United States or to, or for the account or benefit of, any US Person.
By accepting, accessing or reviewing this document you acknowledge and agree to foregoing restrictions.
2

Agenda
Section

Topic

Trading update

Acceleration of new stores

Equity raising

Pages
4

New stores in FY2013/14

5

Rationale for acceleration of new stores

6

Impact on cash flows and profitability

7

Funding overview

8

Placement and SPP

9

Timetable

10

Key risk factors

11

International selling restrictions

13

3

Trading update
Positive comparable store sales continues

 Overall trading has been solid with continued positive comparable store sales to date (consistent with first half)
 Comparable store sales for the third quarter increased:
 6.2% (vs. 2.6% in 3Q FY2012)
 2.9% after adjusting for the timing of Easter (vs. 2.1% in 3Q FY2012)

 Anticipate continuing comparable store sales growth for the remainder of the second half
 Although trading conditions remain subdued and are likely to remain so for the foreseeable future, our customers
continue to support our offering
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New stores in FY2013/14
FY2013 new stores – store performance strong

 Scheduled to open 40 stores in FY2013 (compared to the recent historic average of 20 new stores annually)
 35 stores already opened in FY2013 year to date, including 18 new stores during 2H FY2013
 Further 5 new stores currently scheduled to open by 30 June 2013

 Trading performance to date from the new stores opened during 2H FY2013 has been very pleasing and consistent
with our expectations

FY2014 new stores – continued acceleration of new stores

 A number of opportunities have been identified, which together with the normal store roll out program are likely to
result in opening a further 40 stores in FY2014

 Aiming to open the majority of these new stores in 1H FY2014
 We expect to open approximately 50 new stores during the 2013 calendar year
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Rationale for acceleration of new stores
The acceleration of new stores should provide a number of benefits

 Sizeable increase to overall store footprint
 Significant leverage off the Company’s existing infrastructure
 More balanced national store portfolio
 Basis for further improved long term profitability
The future benefits to The Reject Shop and shareholders of the accelerated store opening program should be significant.

Planning for the expanded store opening program in FY2014 is already underway including:
■

Increased purchasing of stock and store fixtures

■

Ensuring adequately trained staff

■

Ensuring adequate infrastructure in place
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Impact on cash flows and profitability
 Based on the number of stores targeted to open in FY2013/14, cash outflows are currently expected to amount to
approximately $44m, comprising:

 Approximately $25m capital expenditure
−

New store fit-outs approximating $400,000 per store totalling approximately $20m

−

Additional investment in logistics, IT and other infrastructure of approximately $5m

 Initial inventory investment averaging $250,000 per store, totalling approximately $12.5m
 Opening costs averaging $90,000 per store, investments in HR, inventory management, funding costs and project
management totalling approximately $6.0m - $6.5m

 Still expect to deliver an underlying profit from existing stores for the second half
 However, costs associated with supporting the new store openings in the second half and costs to be incurred in
preparation for FY2014 openings will reduce the profit contribution from existing stores this half
 New stores opened in FY2013 expected to contribute to underlying profit in FY2014

 Expect trading contributions from new stores projected to open in the 1H FY2014 will cover their opening costs and
should contribute a modest increase to underlying full year profit in FY2014
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Funding overview
Purpose of the equity raising

 The Reject Shop has historically funded its growth from operating cash flow and debt facilities
 The Board considers it prudent to rebalance The Reject Shop’s equity and gearing contributions to better balance
the total capital requirements for the growing business

 The equity raising will enable the business to:
 Support the targeted accelerated store opening program for FY2013/14
 Continue to seek new growth beyond 2013/14
 Continue to invest in infrastructure and employees to support longer term growth plans

 Assuming the full $40m is raised, proceeds from the equity raising are expected to result in:
 Net debt of less than $10 million as at 30 June 2013

 Should the number of new stores not reach the target for FY2014, the additional funding will support the accelerated
new store program already underway and the continued refurbishment of existing stores over the medium term

 Any funds raised under the equity raising not specifically used in connection with the accelerated new store
expansion will be applied as general working capital to further strengthen its balance sheet

 The dividend policy is expected to remain at the current ratio of 50% of NPAT
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Placement and SPP
Placement details

 Fully underwritten placement to qualified and sophisticated institutional investors (“Placement”) to raise $30m
 Placement represents 7.1% of current shares on issue
 Issue price of $16.20 per new share
 3.1% discount to the last closing price of $16.72 on 22 April 2013
 1.0% discount to the 5 day volume weighted average price (“VWAP”) of $16.36

 New shares issued under the Placement will rank equally with existing shares of The Reject Shop
 Macquarie Capital (Australia) Limited is acting as the Sole Lead Manager and Underwriter
SPP details






Non-underwritten share purchase plan (“SPP”) to raise up to $10m to enable participation of retail shareholders
Issue price of $16.20 per new share, being the same as the Placement price
New shares issued under the SPP will rank equally with existing shares of The Reject Shop
Further details to be announced on ASX and mailed to shareholders in due course
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Equity raising timetable
Placement

Date

Trading halt

Tuesday, 23 April 2013

Bookbuild opens

10:00am, Tuesday, 23 April 2013

Bookbuild closes

3:00pm, Tuesday, 23 April 2013

Trading halt lifted and shares recommence trading
Settlement of new shares issued under the Placement

Wednesday, 24 April 2013
Tuesday, 30 April 2013

Allotment of new shares issued under the Placement

Wednesday, 1 May 2013

Normal settlement trading of new shares issued under the Placement

Wednesday, 1 May 2013

SPP
Record date for determining eligibility to participate in SPP

Date
7:00pm, Monday, 22 April 2013

SPP offer opens

Tuesday, 7 May 2013

SPP offer closes

Tuesday, 21 May 2013

Allotment of new shares issued under the SPP
Normal settlement trading of new shares issued under the SPP

Wednesday, 29 May 2013
Thursday, 30 May 2013

The above timetable is indicative only and subject to change. The Reject Shop and the Lead Manager reserve the right to amend any and all of these events, dates and times
subject to the Corporations Act 2001 (Cth), the Australia Securities Exchange (“ASX”) Listing Rules and other applicable laws. In particular, The Reject Shop and the Lead
Manager reserve the right to extend the closing time and date of the bookbuild, or to close the bookbuild early without any notification. The commencement of quotation of new
shares is subject to confirmation from ASX. All references in this investor presentation are to Sydney time.
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Key risk factors
A number of risks and uncertainties, which are both specific to The Reject Shop and of a more general nature, may affect the future operating and financial performance of The
Reject Shop and the value of The Reject Shop shares. You should carefully consider the following risk factors, as well as the other information provided by The Reject Shop,
and consult your financial and legal advisers before making an investment decision. The risks and uncertainties described below are not the only ones facing The Reject Shop.
Additional risks and uncertainties that The Reject Shop are unaware of, or that it currently considers to be immaterial, may also become important factors that adversely affect
The Reject Shop’s operating and financial performance.

New store risks
Variability in
timing or number
of targeted new
stores

The Reject Shop has identified opportunities to open the number of stores targeted to open in both FY2013 and FY2014 as outlined in this
announcement. The timing of and total number of new stores ultimately depends on reaching agreement with third parties. Therefore the actual number
of new store openings and the timing could vary considerably. In respect of each new store, opening costs could be potentially incurred in either
FY2013 and FY2014 depending on the opening date of the store.

Inventory levels

When planning for new stores, The Reject Shop often estimates the level of stock purchases based on the anticipated timing and number of stores to
open in future periods, often without having secured all potential stores. In previous financial years where the number and timing of new stores has
varied from initial plans, The Reject Shop has revised the level of inventory purchases in accordance with the number of stores, bearing some additional
costs.

Forecast risk

The Reject Shop assesses the potential financial return on each new store based on an estimate of the potential sales of the site and taking into account
the costs of operating the store including occupancy costs and store wages. There is no guarantee each site will achieve its targeted sales and
estimated profitability.

Profitability

Whilst sales targets are generally met from opening, optimal profitability for each new store is invariably not achieved until the stores first full year. Store
wage costs as a percentage of sales are higher in new stores when compared to existing stores to enable appropriate training for staff and to enable a
full understanding of the trading patterns of the store.

Cost over-runs

The costs associated with the opening of each store can vary from store to store. The location, size and physical condition of the store as well as the
number of staff to hire and train have a direct bearing on the cost of opening each store. Costs are also incurred ahead of each new store opening in
accumulating inventory to enable the store to open with a full range of merchandise. Additional costs can be incurred if changes to planned new store
opening dates occur. Costs associated with opening stores are expensed in the period they occur. Given the potential number of store openings across
FY2013 and FY2014, The Reject Shop anticipates the total overall costs of opening the projected stores will be higher than historical annual opening
costs.
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Key risk factors
Specific risks
New and existing
store growth

The growth strategy of The Reject Shop is dependent upon its ability to open new stores in accordance with its scheduled expansion plan and to
generate growth from its existing stores. The opening of new stores in line with The Reject Shop’s scheduled expansion plan will depend on the
availability of suitable sites and the ability of The Reject Shop to negotiate acceptable lease terms. As a result, there can be no assurance that The
Reject Shop will be able to open the new stores on a timely basis, or that new or existing stores will operate as profitably as is forecast.

Competition

The discount variety retail sector is fragmented and highly competitive. The Reject Shop’s financial performance or operating margins could be
adversely affected if existing competitors engage in more aggressive product discounting, or if new competitors enter the market.

Reliance on key
personnel

The Reject Shop has a number of key senior personnel. Although each senior management staff member has appropriate employment arrangements
with The Reject Shop and owns shares, options or performance rights which assist in aligning management’s interests with those of shareholders, there
can be no assurance that The Reject Shop will be able to retain these key personnel.

Seasonality

The Reject Shop earns the majority of its EBIT and NPAT in the first six months of its financial year. This is due mainly to significant sales attributable to
the number of high profile seasonal events in the first half of the financial year. Sustained poor trading performance at any time during major seasonal
events, such as Christmas, may have a material impact on the profitability of The Reject Shop.

Operating cost
structure

A significant proportion of The Reject Shop’s operating costs are fixed in nature. As a result, a significant shortfall in sales during any period could result
in an adverse impact on The Reject Shop’s profitability.

Merchandising
sourcing and
management

The Reject Shop relies on its ability to anticipate and meet the needs of its target consumers and purchases products accordingly. Misjudgements in
demand and trends or changes in consumer preferences could result in overstocked inventory and the sale of products below originally anticipated
selling prices, which may in turn have an adverse impact on cash flows and profitability.

Information
technology

The Reject Shop’s management information and other IT systems are designed to enhance the efficiency of The Reject Shop’s operations. Should
these systems not be maintained sufficiently or updated when required, or disaster recovery processes not be adequate, system failures may negatively
impact on The Reject Shop’s performance.

Property leases

Lease costs are generally fixed in nature and represent a significant proportion of the overall operating cost base of The Reject Shop. Although The
Reject Shop currently enjoys good relationships with its landlords, if acceptable terms for the renewal of leases cannot be agreed, The Reject Shop may
need to either pay higher lease costs or withdraw from some sites.

Staff costs

Staff costs represent a significant component of The Reject Shop’s total cost base. Any deterioration of The Reject Shop’s relationship with its
employees or employee unions, organised disruptive action by employees, increase in staffing rates or expenses, or legislative change in relation to
employee costs may adversely impact The Reject Shop’s profitability and cash flows.

Exchange rate
fluctuations

A large portion of The Reject Shop’s purchases are imported goods which are generally denominated in a foreign currency. If The Reject Shop is unable
to alter pricing due to movements in exchange rates, this may have a material impact on the financial performance of The Reject Shop.
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International selling restrictions
This document does not constitute an offer of new ordinary shares (“New Shares”) of The Reject Shop Limited (the “Company”) in any jurisdiction in which it be unlawful. New
Shares may not be offered or sold in any country Australia except to the extent permitted below.

Jurisdiction
Hong Kong

WARNING: This document has not been, and will not be, registered as a prospectus under the Companies Ordinance (Cap. 32) of Hong Kong (the
"Companies Ordinance"), nor has it been authorized by the Securities and Futures Commission in Hong Kong pursuant to the Securities and Futures
Ordinance (Cap. 571) of the Laws of Hong Kong (the "SFO"). No action has been taken in Hong Kong to authorize or register this document or to permit
the distribution of this document or any documents issued in connection with it. Accordingly, the New Shares have not been and will not be offered or sold
in Hong Kong by means of any document, other than:
•
•

to "professional investors" (as defined in the SFO); or
in other circumstances that do not result in this document being a "prospectus" (as defined in the Companies Ordinance) or that do not constitute an
offer to the public within the meaning of that ordinance.

No advertisement, invitation or document relating to the New Shares has been or will be issued, or has been or will be in the possession of any person for
the purpose of issue, in Hong Kong or elsewhere that is directed at, or the contents of which are likely to be accessed or read by, the public of Hong Kong
(except if permitted to do so under the securities laws of Hong Kong) other than with respect to New Shares that are or are intended to be disposed of
only to persons outside Hong Kong or only to professional investors (as defined in the SFO and any rules made under that ordinance). No person allotted
New Shares may sell, or offer to sell, such securities in circumstances that amount to an offer to the public in Hong Kong within six months following the
date of issue of such securities.
The contents of this document have not been reviewed by any Hong Kong regulatory authority. You are advised to exercise caution in relation to the
offer. If you are in doubt about any contents of this document, you should obtain independent professional advice.
New Zealand

This document has not been registered, filed with or approved by any New Zealand regulatory authority under or in accordance with the Securities Act
1978 (New Zealand). The New Shares are not being offered or sold within New Zealand, or allotted with a view to being offered for sale in New Zealand,
other than to, and no person in New Zealand may accept a placement of New Shares other than to:
a)

persons whose principal business is the investment of money or who, in the course of and for the purposes of their business, habitually invest money;
or

b)

persons who are each required to (i) pay a minimum subscription price of at least NZ$500,000 for the New Shares before allotment or (ii) have
previously paid a minimum subscription price of at least NZ$500,000 for securities of the Company ("initial securities") in a single transaction before
the allotment of such initial securities and such allotment was not more than 18 months prior to the date of this document.
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International selling restrictions (cont.)
This document does not constitute an offer of new ordinary shares (“New Shares”) of The Reject Shop Limited (the “Company”) in any jurisdiction in which it be unlawful. New
Shares may not be offered or sold in any country Australia except to the extent permitted below.

Jurisdiction
Singapore

This document and any other materials relating to the New Shares have not been, and will not be, lodged or registered as a prospectus in Singapore with
the Monetary Authority of Singapore. Accordingly, this document and any other document or materials in connection with the offer or sale, or invitation for
subscription or purchase, of New Shares, may not be issued, circulated or distributed, nor may the New Shares be offered or sold, or be made the subject
of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore except pursuant to and in accordance with exemptions
in Subdivision (4) Division 1, Part XIII of the Securities and Futures Act, Chapter 289 of Singapore (the "SFA"), or as otherwise pursuant to, and in
accordance with the conditions of any other applicable provisions of the SFA.
This document has been given to you on the basis that you are (i) an existing holder of the securities of the Company, (ii) an "institutional investor" (as
defined under the SFA), or (iii) a "relevant person" (as defined under section 27592) of the SFA). In the event that you are not an investor falling within
any of the categories set out above, please return this document immediately. You may not forward or circulate this document to any other person in
Singapore.
Any offer is not made to you with a view to the New Shares being subsequently offered for sale to any other party. There are on-sale restrictions in
Singapore that may be applicable to investors who acquire the New Shares. As such, investors are advised to acquaint themselves with the SFA
provisions relating to on-sale restrictions in Singapore and comply accordingly. In the event of any doubt as to your legal rights and obligations, please
obtain professional advice. As this document in connection with the offer of the New Shares is not a prospectus as defined under the SFA, statutory
liability under the SFA in relation to the content of prospectus will not apply. You should consider carefully whether the investment is suitable for you.
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International selling restrictions (cont.)
This document does not constitute an offer of new ordinary shares (“New Shares”) of The Reject Shop Limited (the “Company”) in any jurisdiction in which it be unlawful. New
Shares may not be offered or sold in any country Australia except to the extent permitted below.

Jurisdiction
United Kingdom

Neither the information in this document nor any other document relating to the offer has been delivered for approval to the Financial Services Authority in
the United Kingdom and no prospectus (within the meaning of section 85 of the Financial Services and Markets Act 2000, as amended ("FSMA")) has
been published or is intended to be published in respect of the New Shares. This document is issued on a confidential basis to "qualified investors"
(within the meaning of section 86(7) of FSMA) in the United Kingdom, and the New Shares may not be offered or sold in the United Kingdom by means of
this document, any accompanying letter or any other document, except in circumstances which do not require the publication of a prospectus pursuant to
section 86(1) of FSMA. This document should not be distributed, published or reproduced, in whole or in part, nor may its contents be disclosed by
recipients to any other person in the United Kingdom.
Any invitation or inducement to engage in investment activity (within the meaning of section 21 of FSMA) received in connection with the issue or sale of
the Securities has only been communicated or caused to be communicated and will only be communicated or caused to be communicated in the United
Kingdom in circumstances in which section 21(1) of FSMA does not apply to the Issuer.
In the United Kingdom, this document is being distributed only to, and is directed at, persons (i) who have professional experience in matters relating to
investments falling within Article 19(5) (investment professionals) of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005
("FPO"), (ii) who fall within the categories of persons referred to in Article 49(2)(a) to (d) (high net worth companies, unincorporated associations, etc.) of
the FPO or (iii) to whom it may otherwise be lawfully communicated (together "relevant persons"). The investments to which this document relates are
available only to, and any invitation, offer or agreement to purchase will be engaged in only with, relevant persons. Any person who is not a relevant
person should not act or rely on this document or any of its contents.
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Contact details
Chris Bryce

Darren Briggs

Managing Director

Chief Financial Officer &
Company Secretary

For further information please call us on (03) 9371 5555

Or visit our website www.rejectshop.com.au
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