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Generation Segmentation 
 
Generation X makes up approximately 42% of the Australian footwear retailing market as they 
generally have the disposable income to purchase more expensive shoes.  Generation Y accounts 
for approximately 30% of the market and includes teenagers as young as 11, hence the lower end 
of the segment do not have the disposable income to sustain frequent purchase; however, as their 
age increases, so does their disposable income and capacity for more footwear purchases.  
Purchases for generation X and Y are generally a function of fashion, while baby boomers (who 
generally have higher disposable income than other segments) base their purchases on necessity 
as opposed to fashion (which is a key component of The Athlete’s Foot’s target market).  
Accordingly, prices that baby boomers are willing to pay are generally higher than other segments, 
but are less frequent purchasers. 
 

7.4 Geographic Spread 
 
The following table shows the geographic spread of the Australian population, footwear retailing in 
Australia industry revenues and the industry locations for each Australian state. 
 

Australian Footwear Retailing Industry 
Geographic Spread by Percentage 

Region     
Australian 
Population 

Industry 
Revenues 

Industry 
Locations 

        
NSW   33.1% 33.9% 35.7% 
VIC   24.6% 26.8% 25.8% 
QLD   19.8% 18.9% 19.6% 
WA   10.0% 11.0% 9.1% 
SA   7.5% 5.1% 5.7% 
ACT   1.6% 1.8% 1.8% 
TAS   2.4% 1.8% 1.5% 
NT   1.0% 0.7% 0.8% 
            

Source: IBISWorld 
 
Due to the nature of the industry, the geographic spread of industry participants and revenues are 
correlated to the distribution of population.  Thus, states and territories with higher population 
proportions account for greater proportions of industry revenues and participant locations.   
 
We note that the majority of The Athlete’s Foot stores are located in NSW (40 of 132) which makes 
up 35.7% of the footwear retailing market in Australia (by number of firm locations), the largest 
proportion of market participants in the footwear retail market. 
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7.4.1 Basis of Competition 
 

The footwear retailing industry is highly competitive with particular competitive threats coming from 
department stores (due to strong buying power such as Myer and David Jones), sport and 
equipment retailers (due to matching footwear with intended use, which is The Athlete’s Foot 
specific segment) and clothing stores which stock limited ranges of footwear.  The below table 
summarises the key industry players in the footwear retailing in Australia industry. 
 

Australian Footwear Retailing Industry 
Key Industry Players 

Player Product Brands 
Australian 

Stores 
Market 
Share 

Colorado Group Limited Colorado, Diana Ferrari, Mathers, Williams 403 21.0% 

Rebel Sport Various footwear range 140 16.0% 

Betts Group Pty Limited Various range, Betts, Betts kids, Airflex 100 7.0% 

The Athlete’s Foot (RCG Corp.) Various footwear range 132 5.0% 

Payless Shoes Various low cost footwear range 200 5.0% 

Figgens Holdings Various casual footwear range 140 5.0% 

Foot Locker Australia Various athletic footwear range 77 4.5% 

NIKE Australia Pty Limited Nike, Converse, Cole Haan, Hurley 30 2.0% 

Nine West Melbourne Pty Limited Various casual footwear range 30 1.0% 

Rivers Australia Rivers 100 n/a 

 
In the specialty sports footwear category, Rebel Sport and The Athlete’s Foot are the two largest 
players.  A competitive advantage in this industry is obtained by achieving the following critical 
success factors: 
 
� Differentiation of product; 
� Quality of product (including durability, comfort and aesthetics); 
� Price of product (particularly for commoditised, non-branded footwear); 
� Ability to control stock on hand; 
� Strong financial management and debt management; 
� Clear market position; 
� Strong consumer perception of goods; 
� Experienced employees; 
� Appealing product presentation; and 
� Close location to key markets and proximity of consumer. 
 
In the sports footwear retailing market, The Athlete’s Foot have continued to grow market share due 
to the strength in their product and service offering at the expense of some of the weaker 
competitors. 
 

7.4.2 Barriers to Entry 
 

The barriers to entry in this industry are considered to be low.  The main characteristics are as 
follows: 

 
� Medium level industry concentration (top four industry players make up 50% of market share); 
� Opportunities for retailing in niche markets (such as low cost women’s shoes); 
� Low threat from internet retailers (as consumer prefer to try before they buy); 
� High price competition due from reduction in purchasing costs (i.e. reduction in tariffs and 

globalised supply chain); 
� Capital needs for establishment are low; and 
� Private equity involvement increasing competition in the market and could be considered a 

barrier to entry. 
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7.4.3 Regulation & Deregulation 

 
Industry regulation is considered to be light.  The Australian Retailers Association is the main 
regulator to this industry, which focuses on developing a national retail industry position on major 
issues affecting or likely to affect the industry.   
 
Other key regulation relates to shop trading hours and employee minimum working standards; 
however, this varies from state to state. 
 
Over the past few years, the textile, clothing and footwear industries have historically enjoyed high 
tariffs and quota protection in developed countries such as Australia.  In 2005, Australia reduced 
tariffs on footwear from 15% to 10% (and will continue to fall to 5% over the coming years) in an 
effort to liberalise trade.  Accordingly, local manufacturer’s produce a small portion of the footwear 
purchased in Australia, as footwear imports will continue to take an increasing role in the Australian 
footwear industry. 
  

7.5 Outlook 
 
The real growth rate for the industry during the period FY08 to FY13 is forecasted to grow by an 
average annual growth rate of 2.5% per year.  This will be driven by new store openings and a 
stronger labour market along with increased disposable income.  Additionally, per capita 
consumption of footwear is forecasted to increase by an average annualised rate of 1.2% per 
annum, which shows growth in the footwear retailing industry. 
 
Notwithstanding the above, the industry is in its maturity and competition is likely to intensify as a 
result of the low barriers to entry.  Factors that influence the outlook on the footwear retail industry 
and other risks to long term forecasts include: 
 
� significant changes in fashion trends; 
� changes in discretionary spending; 
� real GDP growth; 
� real household income growth; 
� the industry’s share of final household consumption (as higher petrol prices and other goods 

and services reduces demand for footwear); and 
� the ability to source products via the internet will also place pricing pressure on some of the 

more traditional retailers. 
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7.6 Merger & Acquisition Transactions in the Industry 

 
We have reviewed relevant merger and acquisition transactions in the apparel retail industry in 
Australia and New Zealand as detailed in the table below. These transactions have been reviewed, 
where relevant and applicable to assess the fairness of the Proposed Transaction.  
 

RCG 
Comparable Transactions 

Announced 
Date 

Target Acquirer Transaction 
Value8 

($m) 

Historical 
EBIT9 

Multiple 

Historical 
EBITDA10 

Multiple 

Apr-08 Just Group Premier Investments 963 9.1 x 7.5 x 
May-07 Colorado Group Affinity Equity Partners 619 15.6 x 11.5 x 
Dec-06 Repco Corporation CCMP Capital Asia 548 12.0 x 8.6 x 
Nov-06 Rebel Sport Archer Capital 327 10.6 x 8.1 x 
Nov-06 Brazin BB Retail Capital 308 13.4 x 8.8 x 
Jul-06 Colorado Group Affinity Equity Partners 450 10.0 x 8.0 x 
Nov-05 Miller’s Discount division Catalyst Investment 120 n/a 6.1 x 
Jul-03 RM Williams Strathig Partnership 26 n/a 7.3 x 

  n/a = Not Available 
 
The above transactions represent an average transaction multiple of 11.8 times EBIT and 8.2 times 
EBITDA on a controlling basis11.  Refer to Appendix 3 for descriptions of the comparable 
companies. 
 

7.7 Trading Multiples of Comparable Companies 
 
The trading multiples12 of listed comparables in the Australian retail industry are detailed in the table 
below.  We have categorised the Australian retail comparables as follows: 
 
(a) apparel retailers: retailers who focus on the apparel market and are more comparable to RCG; 
 
(b) speciality retailers: retailers who have a specific area of focus outside of the apparel market 

resulting in operating in a different industry sector than RCG; 
 

(c) diversified retailers: retailers who retail products across all industry sectors making them 
somewhat comparable to RCG; and 

 
(d) franchise comparables: companies whose business model is focused on a franchise model 

making them somewhat comparable to RCG. 
 
These companies have been reviewed, where relevant to assess the value of RCG.  Due to RCG’s 
Australasian only operations, we have not considered listed comparables outside of the Australia 
market.  Refer to Appendix 4 for descriptions of the comparable companies. 

                                                      
8  The transaction value has been based on the Enterprise Value of the target, which is a measure of what the market 
 believes a company’s ongoing operations are worth.  Enterprise Value is calculated as: Market Capitalisation plus Interest 
 Bearing Debt less Surplus Cash. 
9  EBIT: Earnings before interest and tax. 
10  EBITDA: Earnings before interest ,tax, depreciation and amortisation. 
11  Controlling Basis – multiples include a premium for the controlling interest or a premium for a strategic acquisition 
12  Trading multiples are based on minority traded values 
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RCG 
Comparable Companies 

Company Enterprise 
Value 
($m) 

EBIT 
Multiple 
FY08(f) 

EBITDA 
Multiple 
FY08(f) 

EBIT 
Multiple 
FY09(f) 

EBITDA 
Multiple 
FY09(f) 

Apparel Retailers           

Billabong International Limited 3,100 11.7 x 10.6 x 8.9 x 8.0 x 
Pacific Brands Limited 1,725 7.6 x 6.8 x n/a 6.5 x 
Pumpkin Patch Limited(nz) 288 8.2 x 5.2 x 8.2 x 5.2 x 
Country Road Limited(a) 220 15.5 x 9.8 x n/a n/a 
OrotonGroup Limited 146 5.9 x 5.0 x 5.4 x 4.5 x 
Gazal Corp Limited 144 4.3 x 3.7 x n/a n/a 
Briscoe Group Limited(a)(nz) 135 4.3 x 3.4 x 9.2 x 5.7 x 
Hallenstein Glasson Holdings Limited(nz) 135 10.6 x 8.7 x 6.1 x 4.9 x 

Average of Apparel Retailers  8.5 x 6.7 x 7.6 x 5.8 x 

Specialised Retailers           

JB Hi-Fi Limited 1,472 12.5 x 14.3 x 9.8 x 8.5 x 
Super Cheap Auto Group Limited 406 8.8 x 6.6 x 6.4 x 4.7 x 
Michael Hill International Limited(nz) 350 8.3 x 6.9 x 7.6 x 6.1 x 
Fantastic Holdings Limited 226 8.4 x 8.4 x 7.8 x 7.0 x 
Reject Shop Limited (The) 284 11.5 x 9.0 x 8.3 x 6.4 x 
Clive Peeters Limited 81 4.6 x 3.4 x 3.9 x 3.0 x 
Nick Scali Limited(a) 51 5.6 x 5.1 x 4.4 x 4.0 x 

Average of Specialised Retailers  8.5 x 7.7 x 6.9 x 5.7 x 
Diversified Retailers           

Woolworths Limited 34,749 13.7 x 10.9 x 11.0 x 8.8 x 
Wesfarmers Limited(a) 28,972 12.9 x 10.0 x 7.5 x 5.7 x 
Harvey Norman Holdings Limited 4,278 7.7 x 6.8 x 8.2 x 6.9 x 
Metcash Limited(a) 3,702 11.5 x 10.0 x 9.5 x 8.4 x 
David Jones Limited 2,568 10.2 x 8.8 x 11.4 x 9.7 x 
Warehouse Group Limited(nz) 1,093 11.8 x 9.8 x 8.4 x 6.3 x 
Kirkcaldie & Stains Limited(nz) 40 n/a n/a n/a n/a 

Average of Diversified Retailers  11.3 x 9.4 x 9.3 x 7.6 x 

Franchises           

Flight Centre Limited 1,282 5.2 x 4.4 x 5.1 x 4.1 x 
Jetset Travelworld Limited(a) 271 13.2 x 12.8 x n/a n/a 
Domino's Pizza Enterprises Limited(a) 235 21.7 x 13.8 x 9.3 x 7.4 x 
Retail Food Group Limited 251 7.2 x 6.9 x 6.7 x 6.5 x 
Restaurant Brand New Zealand Limited(a)(nz) 105 5.9 x 5.4 x 5.3 x 3.1 x 
BSA Limited 59 4.3 x 3.5 x 3.5 x 3.2 x 
Allied Brands Limited 44 5.3 x 4.7 x n/a n/a 
Joyce Corp Limited 27 21.7 x 21.7 x n/a n/a 

Average of Franchises  9.9 x 7.7 x 6.2 x 4.9 x 

Average of all Comparable Companies 9.7 x 8.2 x 7.5 x 6.0 x 
  (a) = Actual FY08   (f) = Forecast   (nz) = New Zealand Dollars   n/a = Not Available 
  ** Based on close of trading 24 September 2008. 
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7.8 Concluding Comments on Industry 

 
The footwear retailing industry is highly fragmented with a medium level industry concentration (top 
four industry players, including The Athlete’s Foot, make up 50% of market share).  Demand for 
footwear is based on consumers disposable income, price and quality of product and fashion 
trends.  Other factors, including consumer perception, proximity of consumers, experience of 
employees also enhances the competitive advantage of an industry player. 
 
In managements opinion, The Athlete’s Foot exhibits a number of the critical success factors that 
would indicate it has a significant competitive advantage over other players in the footwear retailing 
industry and could potentially achieve growth rates in excess of that expected for the market.  The 
Athlete’s Foot competitive position is further enhanced through its offering of a service to its 
consumers and the footwear range is biased towards consumers requiring the product rather than 
impulsive discretionary spending. 
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8 Profile of RCG 
 
8.1 Background 

 
RCG is an investment holding company.  The only investment is The Athlete’s Foot, a retailer of 
men’s, women’s and children’s specialty footwear across Australia and New Zealand.  The 
Company previously held investments in King of Knives and Amazing Paints; however, these have 
since been divested. 
 

8.2 Milestones and History 
 
We summarise the key milestones hereunder.  
 

RCG 
Milestones 

Year Description 

1979 Began trading The Athlete’s Foot with the first store opening in Australia. 

1987 Began trading the King of Knives business, operating in the niche retail market 
of cutting and sharpening instruments.  

1999 King of Knives business division added bakeware and cookware to their product 
offering, by rolling out larger stores under the name ‘Chef King’. 

2004 RCG listed on ASX under the name “Retail Cube Limited” 

2005 King of Knives franchised its first stores – Warringah Mall and Macquarie 
Centre. 

2005 Managing Director Maurice Joffee retires, replaced by Michael Hirschowitz. 
 

2005 King of Knives had 2 franchise and 61 company-owned stores in operation at 
year end. 

2006 Amazing Paints placed into voluntary administration. 

2007 Received offer of $4.474 million for the King of Knives business from a 
consortium linked to the Baskin family. 

2007 The Company raised $15.503 million in cash through an institutional placement 
and issue of shares to directors. 

2008 The Athletes Foot had 121 franchise and 11 company-owned stores in operation 
at year end. 

2008 RCG announces intention of a selective buy back of up to 14.912 million RCG 
shares to extinguish receivable outstanding from the Buyers.  

Source: ASX and discussions with management 
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8.3 Corporate Structure 

 
The diagram below illustrates the corporate structure of RCG.  All subsidiaries are 100% owned by 
their respective holding companies. 
 

RCG Corporation Limited

TAF Construction
Pty Limited

The Athlete's Foot
Australia Pty Limited

HMC Imports
Pty Limited

100%

100%

100%

 
 
 
� The Athlete’s Foot Australia Pty Limited:  This entity conducts the corporate owned 

operations of The Athlete’s Foot and is the parent entity of TAF Construction Pty Limited. 
 
� TAF Construction Pty Limited:  Conducts the franchisee owned operations of The Athlete’s 

Foot and is 100% owned by The Athlete’s Foot Australia Pty Limited. 
 

� HMC Imports Pty Limited:  This is a dormant company.  
 
8.4 Sales by Business Segment 
 

The Company had a previous investment in Amazing Paints, which was placed into voluntary 
administration in October 2006.  During FY06, Amazing Paints represented approximately 24% of 
RCG’s total sales. 
 
The Company had an investment in King of Knives, which was sold to the Buyers for $4.474 million 
in October 2007.  King of Knives generated approximately 59% of sales for the Company during 
FY07. 
 
Currently, the Company holds a sole investment in The Athlete’s Foot, where the revenue 
generated from The Athletes Foot is largely from franchise income.  The actual retail sales of The 
Athletes Foot inclusive of its franchisees were $109.6 million during FY06, $127.5 million during 
FY07 and $145.6 million during FY08. 
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8.5 The Athlete’s Foot 

 
Established in 1981 in Australia, The Athlete’s Foot commenced operations as a retailer of athletic 
footwear and apparel.  In 1986, The Athlete’s Foot changed its marketing strategy and focused 
solely on athletic footwear and accessories.  This was pioneered by the founding Managing 
Director, David Cooper, and enabled The Athlete’s Foot to differentiate its stores and resulted in an 
improved market position.  The Athlete’s Foot operates in Australia and New Zealand under 
exclusive licence from The Athlete’s Foot Marketing Associates Inc.  The Athlete‘s Foot purchased 
the license as a master franchisor for Australia in 1979 and opened its first store in Adelaide. 
 
The Athlete’s Foot now operates 121 franchised and 11 company-owned stores throughout 
Australia and New Zealand, totalling 132 stores.  The supplier terms negotiated by The Athlete’s 
Foot are made available to both franchise and company-owned stores.  The diagram below depicts 
the growth in gross franchise and company-owned store retail sales and the number of stores for 
the periods FY05 to FY08. 
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Source: RCG ‘An Overview – Management Report, August 2008’ and FY08  
 Annual Reports 
 
As detailed above, The Athlete’s Foot business has a high franchise focus, with steady sales 
growth.  The average sales for the company-owned stores were $1.039 million, $1.000 million and 
$1.053 million for FY06, FY07 and FY08, respectively, while the average franchise store sales were 
$0.962 million, $1.069 million and $1.107 million for FY06, FY07 and FY08, respectively.  The 
diagram below depicts the growth in revenue (company-owned stores sales and net franchise 
income) and EBITDA for the periods FY05 to FY08. 
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8.6 Operating Performance 
 

The table hereunder outlines the Company’s group EBIT from continuing operations (being The 
Athlete’s Foot and the corporate entity) and the reported net profit after tax (inclusive of the 
discontinued operations) for FY06, FY07 and FY08.  The losses from discontinued operations are 
disclosed separately. 
 

RCG 
Operating Performance ($000) 

   FY06 FY07 FY08 

Sale of goods  10,814 10,391 11,998 
Cost of sales  6,608 6,393 6,893 

Gross profit  4,206 3,998 5,105 
Gross margin  39% 38% 43% 

Franchise related income  6,111 7,651 8,624 
Profit on sale of franchise stores  355 26 110 
Other revenue  153 750 1,583 

Net revenue  10,825 12,425 15,422 

Overheads  8,028 7,927 8,205 

The Athlete’s Foot EBITDA  2,797 4,498 7,217 
Depreciation and amortisation  258 365 260 

The Athlete’s Foot EBIT  2,539 4,133 6,957 
Corporate EBIT loss  1,804 1,937 2,256 

Group EBIT  735 2,196 4,701 
Discontinued operations loss  21,413 10,397 - 

Reported EBIT  (20,678) (8,201) 4,701 
Interest (income)/expense  438 293 (1,266) 

Reported net profit before tax  (21,116) (8,494) 5,967 
Income tax (benefit)/expense  (1,053) (33) 1,076 

Reported net profit after tax  (20,063) (8,461) 4,891 

Source: FY07 and FY08 Annual Reports  
 
We have reviewed the operating performance of the business over the past three financial years as 
detailed below. 
 

8.6.1 Sale of Goods 
 

Sale of goods generated from the company-owned stores remained constant from FY06 to FY07 
and grew by 15.5% from FY07 to FY08 due RCG opening an additional store during FY08 (none 
were opened during FY07).  The average sale of goods for the company-owned stores was $1.039 
million, $1.000 million and $1.053 million for FY06, FY07 and FY08, respectively. 

 
8.6.2 Gross Profit 
 

Gross profitability remained constant during FY06 and FY07, and then grew in FY08.  We note, 
royalties paid to The Athlete’s Foot Marketing Associates, Inc (who hold the brand licence) are 
included in the cost of sales. 
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8.6.3 Franchise Revenues 
 

The Company collects income from the franchise stores.  The Company grew the number of 
franchise outlets by seven outlets during FY07 and eleven outlets during FY08, resulting in a 
growth in franchise income of 25.2% in FY07 and 12.7% in FY08.  The average franchise store 
sales were $0.962 million, $1.069 million and $1.107 million for FY06, FY07 and FY08, 
respectively.  The average franchise fee collected by RCG for the franchise stores was $0.059 
million, $0.060 million and $0.064 million for FY06, FY07 and FY08, respectively. 

 
8.6.4 Profit on Franchise Stores 

 
The Company sold one company-owned store to a franchisee during FY07 and two company-
owned stores to a franchisee during FY08.  The Company collected fees on the sale of these 
stores.  These revenues are expected to continue as RCG continues to convert company-owned 
stores into franchisees. 

 
8.6.5 Interest Income 

 
The Company held $22.097 million in cash at 30 June 2008 which earned the Company interest of 
$1.323 million during FY08.  The increase in cash holdings was largely created through the capital 
raising conducted by the Company during FY08. 
 

8.7 Cash Flows 
 
RCG’s cash flows for the years ended 30 June 2006, 2007 and 2008 are summarised below. 
 

RCG 
Cash Flow Summary ($000) 

    FY06 FY07 FY08 

Receipts from customers  57,457 49,088 22,100 
Payments to suppliers, employees, other  (57,763) (45,196) (16,661) 
Net interest (paid) received  (463) (395) 849 
Income tax refund (payment)  229 (35) 306 

Cash flow from operations  (540) 3,462 6,594 

Proceeds from sale of assets  - 1,950 - 
Cash funds in discontinued operations  - (261) (1,250) 
Purchase of other non-current assets  (635) (287) (316) 

Cash flow from investing  (635) 1,402 (1,566) 

Proceeds (payment) of borrowings  1,315 (3,045) (1,510) 
Proceeds from issue of shares and options  - 4,141 15,403 
Listing costs  (460) (418) (509) 

Cash flow from financing  855 678 13,384 

Net increase (decrease) in cash  (320) 5,542 18,412 

Source: FY07 and FY08 Annual Report 
 
The Company paid down a bank overdraft of $1.893 million during FY07 and classified $1.250 
million as cash held for discontinued operations at 1 July 2007.  During September and October 
2007, the Company raised $15.403 million in cash by completing an institutional placement of 
shares and a further issue of shares to the directors of RCG. 
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8.8 Operating Position 

 
The Company’s operating position at 30 June 2006, 1 July 2007 and 29 June 2008 is summarised 
below.  We note the financial reporting period as reported by RCG is on a 52-53 week basis and 
accordingly each financial year finishes on the same day of the week. 
 

RCG 
Operating Position ($000) 

    
As at 

30 Jun 06 
As at 

01 Jul 07 
As at 

29 Jun 08 

Trade and other receivables  1,602 1,382 6,301 
Inventories  9,996 1,269 1,526 
Other current assets  251 348 134 
Payables and non-tax provisions  (8,094) (4,452) (4,517) 

Net working capital  3,755 (1,453) 3,444 

Property, plant and equipment  7,968 782 824 
Intangible assets  14,958 9,661 9,661 
Assets and liabilities held for sale  - 4,474 - 
Other assets and liabilities  991 1,219 102 

Capital employed  23,917 16,135 10,587 

Invested capital  27,672 14,682 14,031 

Cash and cash equivalents  36 2,435 22,097 
Borrowings  (7,854) (1,510) - 

Net cash (borrowings)  (7,818) 925 22,097 

Shareholders' funds  19,854 15,607 36,128 

Source: FY07 and FY08 Annual Reports 
 

8.8.1 30 June 2006 Balances 
 
The Company held balances in relation to Amazing Paints and the King of Knives businesses at 30 
June 2006.  Amazing Paints and King of Knives were subsequently sold by the Company during 
FY07 and FY08, respectively, and were classified on the balance sheet as an asset (with 
associated liability) as held for sale at 1 July 2007. 
 

8.8.2 Trade and Other Receivables 
 
Included in receivables is an amount of $4.474 million at 29 June 2008, being the sale price of the 
King of Knives business which was sold in October 2007.  The receivable is guaranteed by a third 
party financial institution, which in turn has taken a first mortgage over 14,912,013 RCG shares 
held by interests associated with the Baskin family.  Recourse for the receivable is limited to the 
14,912,013 RCG shares. 
 

8.8.3 Intangible Assets 
 
The Company holds an amount of $3.466 million for trademarks for The Athlete’s Foot and $6.101 
million for goodwill in relation to The Athlete’s Foot at 29 June 2008. 
 

8.8.4 Net Cash 
 
During FY08, the Company undertook a capital raising of $15.350 million from the issue of 
1,400,000 shares at $0.25 each to the directors and an institutional placement of 65,217,391 
shares at $0.23 each.  A further $0.053 million was raised from the exercise of 437,001 options 
held by the directors on 28 September 2007. 
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8.9 RCG Ownership Details 
 
8.9.1 Shares Outstanding 
 

The top 20 shareholders of RCG at 19 August 2008 are summarised in the table below. 
 

RCG 
Top 20 Shareholders 

Rank Shareholder 
No. of Shares 

('000) 
% of 

Total 

1 Cogent Nominees Pty Limited13 37,071 18.8% 
2 Tricom Nominees Pty Limited 14,912 7.6% 
3 National Nominees Limited 10,845 5.5% 
4 HSBC Custody Nominees (Australia) Limited 9,588 4.9% 
5 Grahger Capital Securities Pty Limited 8,400 4.3% 
6 Tidereef Pty Limited 7,343 3.7% 
7 Thorney Investment Group 6,364 3.2% 
8 Omniday Pty Limited 4,853 2.5% 
9 Mr John Westward 4,302 2.2% 
10 Rastana Holdings Pty Limited 4,167 2.1% 
11 ANZ Nominees Limited 4,005 2.0% 
12 Rivan Pty Limited 3,571 1.8% 
13 Rivan Pty Limited 3,571 1.8% 
14 Vamico Pty Limited 3,110 1.6% 
15 Meltrust Pty Limited 2,602 1.3% 
16 Roycam Investments Pty Limited 2,239 1.1% 
17 Contemplator Pty Limited 2,174 1.1% 
18 Vamico Pty Limited 2,143 1.1% 
19 Bond Street Custodians Limited 2,143 1.1% 
20 Dandara Pty Limited 2,074 1.1% 

 Total Top 20 Shareholders 135,478 68.8% 

  Other Shareholders 61,308 31.2% 

  Total Shares Outstanding 196,786 100.0% 

Source:  Computershare Registry dated 19 August 2008 
 
8.9.2 Options Outstanding 
 

The Company has issued employee and director option plans as well as performance options, as 
shown below. 
 

RCG 
Options Outstanding 

Plan Grant Date Exercise Price Issued ('000) 
Employee and Director Option Plans   

Series 1 to 5 19/12/2006 – 30/04/2007 0.12 28,063 
Series 6 1/11/2007 0.23 1,000 
Series 7 14/03/2008 0.30 3,000 

Performance Options     

Plan 19/12/2006 0.12 24,556 

Total Options Outstanding  56,619 

Source: 2008 Annual Report 
 
Accordingly, the Company’s total diluted share capital (including all shares and options outstanding 
if exercised) is 253,404,213. 

                                                      
13 Custodian for Hunter Hall (holding 14.4% of shares outstanding) and Pengana Capital (holding 4.4% of shares outstanding) 
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8.10 Share Price History14 

 
The following graph illustrates the Company’s monthly closing share price and trading volumes 
from 1 July 2006. 

RCG
Share Price History
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Between 1 July 2006 and 25 September 2008, RCG has traded between 10.3 cents and 40.5 cents 
(which was above the closing price during that month), with a VWAP over this period of 21.6 cents. 
 
Historically, the share price steadily increased until a sharp fall during December 2007.  Since then, 
the share price slowly declined in line with general stock market trends until the 27 August 2008 
release of the 2008 annual report, with the price trading at 26.0 cents at the end of August.  The 
closing share price at 25 September 2008 of 26.5 cents implies a market capitalisation for RCG of 
$52.149 million.  
 
An analysis of RCG’s liquidity is outlined in the table below. 
 

RCG 
Liquidity of Trading Activity 

  Period Average 
Volume 

('000) 

% of 
Issued 
Capital 

Average Yearly Volume FY05 to FY08 23,762 12.0% 

Average Monthly Volume Jul-07 to Aug-08 2,510 1.3% 

Average Weekly Volume Apr-08 to Sep-08 680 0.3% 

 
As can be seen from the above table, the shares are thinly traded with an average of approximately 
2.510 million shares traded per month, which equates to approximately 1.3% of the total shares 
outstanding being traded on a monthly basis. 
 

                                                      
14 Source: Bloomberg 
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The following table summarises RCG’s share price, trading volumes and VWAP. 
 

RCG 
Recent Share Price History 

Share Price ($) Volume VWAP

  Close High Low (no.) ($)

Yearly: FY05 0.169 0.508 0.165 16,784,644 0.362
  FY06 0.156 0.285 0.107 11,510,990 0.167
  FY07 0.300 0.300 0.103 33,607,687 0.164
  FY08 0.240 0.405 0.190 33,142,794 0.271

Monthly: Jul-07 0.235 0.280 0.230 1,797,106 0.239
  Aug-07 0.260 0.260 0.190 3,106,472 0.230
  Sep-07 0.260 0.270 0.240 1,378,034 0.252
  Oct-07 0.295 0.310 0.235 6,893,596 0.295
  Nov-07 0.300 0.340 0.300 5,678,189 0.286
  Dec-07 0.380 0.405 0.330 1,532,930 0.368
  Jan-08 0.255 0.395 0.255 937,654 0.297
  Feb-08 0.260 0.300 0.225 1,426,153 0.260
  Mar-08 0.260 0.270 0.240 3,601,439 0.261
  Apr-08 0.240 0.260 0.225 3,940,696 0.252
  May-08 0.230 0.280 0.230 1,668,727 0.249
  Jun-08 0.240 0.240 0.210 1,181,798 0.223
  Jul-08 0.220 0.225 0.205 329,886 0.213
  Aug-08 0.260 0.300 0.210 1,662,188 0.234

Weekly: 04/04/08 0.250 0.260 0.250 1,092,827 0.244
  11/04/08 0.260 0.260 0.260 850,000 0.260
  18/04/08 0.240 0.250 0.240 2,301,726 0.250
  25/04/08 0.240 0.250 0.225 255,000 0.248
  02/05/08 0.240 0.240 0.240 262,507 0.240
  09/05/08 0.240 0.270 0.240 1,086,598 0.245
  16/05/08 0.240 0.280 0.230 393,750 0.265
  23/05/08 0.240 0.240 0.240 21,000 0.240
  30/05/08 0.230 0.240 0.230 136,300 0.234
  06/06/08 0.225 0.225 0.215 48,798 0.223
  13/06/08 0.210 0.225 0.210 295,833 0.224
  20/06/08 0.220 0.220 0.220 592,642 0.220
  27/06/08 0.240 0.240 0.220 160,357 0.225
  04/07/08 0.220 0.240 0.220 87,143 0.239
  11/07/08 0.210 0.210 0.210 94,025 0.210
  18/07/08 0.205 0.225 0.205 100,500 0.211
  25/07/08 0.205 0.205 0.205 4,000 0.205
  01/08/08 0.220 0.220 0.205 503,942 0.219
  08/08/08 0.220 0.240 0.220 53,730 0.235
  15/08/08 0.225 0.225 0.210 179,168 0.221
  22/08/08 0.230 0.230 0.220 803,256 0.225
  29/08/08 0.260 0.300 0.260 250,478 0.292
  05/09/08 0.260 0.260 0.260 1,238,982 0.260
  12/09/08 0.270 0.280 0.270 5,612,889 0.270
  19/09/08 0.260 0.280 0.260 1,216,095 0.280
  26/09/08** 0.265 0.265 0.260 34,843 0.260

Source: Bloomberg 
** To close of trading 25 September 2008 
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9 Valuation of RCG 
 
9.1 Valuation Summary 

 
We have calculated the fair market value of each undiluted RCG share to be in the range of 35.53 
cents per share and 36.14 cents per share and the fair market value of each share on a fully diluted 
basis to be the range of 30.53 cents per share and 31.01 cents per share. 
 
In determining this value, we have calculated the market value of the operating business, adding 
the surplus assets, as well as subtracting the interest bearing debt.  As detailed in Section 6, we 
have utilised the capitalisation of future maintainable earnings methodology as a primary 
methodology.  The assessed valuation range of RCG shares is summarised in the table below.  
 

RCG 
Valuation per Share 

     Low Value High Value 
Undiluted Basis       

Enterprise value  $000 42,266 43,474 

Add: surplus assets  $000 27,654 27,654 

Total equity value  $000 69,920 71,128 

No. of shares on issue  ‘000 196,786 196,786 

Value per share on a undiluted basis  cents 35.53 36.14 

Fully Diluted Basis      

Total equity value (from above)  $000 69,920 71,128 

Add: proceeds received on exercise of options  $000 7,444 7,444 

Total equity value, post exercise of options  $000 77,364 78,572 

No. of shares on issue  ‘000 196,786 196,786 

No. of options on issue  ‘000 56,619 56,619 

Total number of shares (post options exercised)  ‘000 253,404 253,404 

Value per share on a fully diluted basis  cents 30.53 31.01 

 
The Proposed Transaction involves a selective buy back of 3.8% interest in RCG as RCG may 
purchase 7,456,006 shares held by interests associated with the Baskin family.  The Proposed 
Transaction does not represent a controlling interest15 and for this reason the value at which the 
selective buy back is conducted should not incorporate a premium for control.  Furthermore, none 
of the remaining RCG shareholders will gain a controlling interest as a result of the Proposed 
Transaction. 
 
On the basis that if this was a control transaction and we were to value RCG on a 100% controlling 
basis as per Regulatory Guide 111, we have calculated the fair market value of each fully diluted 
RCG share to be in the range of 33.03 cents per share and 33.58 cents per share, which is above 
our valuation range and we would still consider the transaction fair. 

 
9.2 Valuation Methodology – Future Maintainable Earnings 

 
Capitalisation of maintainable earnings is the most commonly used method for the valuation of 
businesses.  This methodology involves capitalising the earnings of a business at a multiple that 
reflects the risks and growth profile of the business and its earnings stream.  These multiples can 
be applied to a number of different earnings or cash flow measures including, EBITDA, EBITA16, 
EBIT or NPAT17.  These are referred to respectively as EBITDA multiples, EBITA multiples, EBIT 
multiples and price earnings multiples.  

                                                      
15 Controlling interest: represents an interest over 20% of shares outstanding 
16 EBITA: Earnings before interest, tax and amortisation. 
17 NPAT: Net profit after tax.  
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Application of this methodology involves: 

� estimation of earnings (“Future Maintainable Earnings”) having regard to historical and 
forecast operating results, non-recurring and abnormal items of income and expenditure and 
known factors likely to impact on operating performance; and 

� consideration of an appropriate capitalisation multiple having regard to the market rating of 
comparable businesses, the extent and nature of competition, whether earnings for valuation 
purposes reflect historical or projected earnings, the quality of earnings, growth prospects and 
relative business risk; and 

� multiplying future maintainable earnings by the capitalisation multiple to establish enterprise 
value18; and 

� considering the existence of surplus assets and interest bearing debt to determine an equity 
value. 
 

9.3 Future Maintainable Earnings 
 

Future maintainable earnings represent the level of maintainable earnings that the existing 
operations could reasonably be expected to generate on a sustainable or maintainable basis, 
based on current trading conditions.  
 
We have selected EBIT as the appropriate measure of earnings.  Utilising comparable company 
earnings multiples based on EBIT are less sensitive to different financing structures and effective 
tax rates.  Further we have utilised a maintainable EBIT number for valuation purposes.  
 
It is important to note in determining future maintainable EBIT, while we reviewed and considered 
management’s forecasts for the remainder of the year ending 30 June 2009, the resultant future 
maintainable EBIT utilised in this valuation does not specifically represent managements’ forecast 
for the year ending 30 June 2009, (which differs to future maintainable EBIT) nor is it our forecast 
for that same time period.  It reflects our assessment of future maintainable earnings based on the 
trading position of RCG at the date of this Report.  
 
The actual results for the year ending 30 June 2009 could be greater or less than the future 
maintainable earnings determined as a result of changing economic conditions, management 
altering strategies or competitive forces.  Likewise one off or abnormal income or expense items in 
this financial year could contribute to the difference between actual / forecast 2009 results and our 
assessment of future maintainable EBIT.  

 
Our construction of future maintainable EBIT has been based on the following factors: 
� The Athlete’s Foot having achieved an EBIT for FY08 of $6.960 million on a stand alone basis 

excluding the corporate overhead costs; 

� RCG having achieved a reported EBIT of $4.693 million (which allows for corporate overhead 
costs); 

� RCG’s guidance to shareholders of the expected net profit after tax of $5.18 million for FY09; 

� Management’s detailed forecasts for FY09; 

� The year to date trading results of RCG compared to forecasts; 

� Future growth opportunities. 
 
Based on the above we have constructed a future maintainable EBIT of approximately $6.038 
million and are of the opinion that this represents the ongoing sustainable performance of the 
company at the date of this Report.  This does not imply that we do not expect earnings for RCG to 
grow in the future, only that at the date of this Report this is an adequate proxy to determine a 
current valuation of this business. 

                                                      
18 Ungeared value of business assets. 
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Although, the expected actual performance for the year ended 30 June 2009 may be lower than the 
range we have determined as maintainable, we are of the view that other than disclosed, there 
have been no significant changes to the underlying operations of the Company.  On this basis we 
would expect the performance of the Company should improve against historic levels, particularly 
with specific strategies undertaken by management to achieve this outcome. 
 

9.4 Capitalisation Multiple 
 
The selection of a multiple takes into account the unique features of the company including its 
business profile, assessed risks, expected future growth and the industry within which it operates.  
In selecting this multiple we have reviewed the performance of selected comparable companies 
with relevance to the RCG business model, being companies involved in the retailing of footwear 
and apparel within the Australian market.  We also reviewed comparable company merger and 
acquisition transactions. 
 

9.4.1 Calculation of Capitalisation Multiple 
 
After reviewing the comparable company multiples and adjusting for certain factors we have 
determined an earnings multiple in the range of 7.0 to 7.2 times EBIT to apply against the future 
maintainable EBIT figure to calculate the enterprise value. 
 
In selecting the earnings multiple we have considered earning multiples derived from share market 
prices of comparable listed companies, as detailed in Section 7.7.  The comparable companies in 
apparel retail trade at an average multiple of 7.6 times future year (FY09) EBIT and overall 
comparable companies trade at 7.5 times future year (FY09) EBIT. 
 
These comparable company multiples form a basket of multiples allowing a base EBIT multiple 
range to be determined.  We have then adjusted the basket to take account of specific attributes of 
RCG, such as: 
 
�  Size of RCG 

RCG is significantly smaller in respect of market capitalisation, revenue and profitability, than 
the comparable companies selected (refer to Appendix 4).  Size impacts the risk profile of a 
Company (against the comparable companies), as the larger organisations, generally are 
more diverse in terms of product range and experience less variability in terms of earnings.  As 
such this needs to be reflected by way of a discount against the basket of multiples.  
  

�  Lack of diversification of business activities 
RCG business is focused primarily on the footwear retailing market.  Accordingly it is more 
sensitive to the overall performance of this one sector without having other market sectors to 
insulate the company from specific downturns.  Accordingly, we have applied a discount to the 
comparable company multiples to account for this lack of diversification. 

 
We note, in respect of the comparable company merger and acquisition transactions, the market 
values and implied transaction multiples reflect a premium for control and often reflect an element 
of synergy benefits and this benefit differs between each transaction.  We are of the opinion that 
these transactions support the multiple adopted in valuing RCG in light of the multiple adopted 
being on a minority basis and not on a controlling basis. 
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9.5 Calculation of Enterprise Value 
 
The enterprise value of RCG derived from the capitalisation of maintainable earnings method is 
summarised below.  
 

RCG Corporation Limited 
Enterprise Valuation Calculation  

      Low Value High Value 

Maintainable EBIT  $000 6,038 6,038 

EBIT multiple  times 7.0 x 7.2 x 

Enterprise value  $000 42,266 43,474 

 
9.6 Calculation of Equity Value 

 
Equity value is calculated by adjusting the enterprise value for surplus assets or liabilities and 
deducting interested bearing debt. 
 

9.6.1 Surplus Assets & Liabilities 
 
From our review of the reported financial position of RCG at 29 June 2008 and expected 
movements to the date of this Report, we have assessed: 
 
i) Surplus cash of $23.180 million plus $2.250 million to be received from the Buyers; 
ii) The balance of the receivable owed to RCG by the Buyers of $2.224 million as being a surplus 

asset; and 
iii) No surplus liabilities existing. 

 
9.6.2 Interest Bearing Debt  

 
There is no interest bearing debt serviced by the Company at 29 June 2008. 

 
9.6.3 Resultant Valuation of Equity of RCG 

 
The calculation of the resultant equity value of RCG is as follows. 
 

RCG 
Valuation per Share 

     Low Value High Value 
Undiluted Basis       

Enterprise value  $000 42,266 43,474 

Add: surplus assets  $000 27,654 27,654 

Total equity value  $000 69,920 71,128 

No. of shares on issue  ‘000 196,786 196,786 

Value per share on a undiluted basis  cents 35.53 36.14 

Fully Diluted Basis      

Total equity value (from above)  $000 69,920 71,128 

Add: proceeds received on exercise of options  $000 7,444 7,444 

Total equity value, post exercise of options  $000 77,364 78,572 

No. of shares on issue  ‘000 196,786 196,786 

No. of options on issue  ‘000 56,619 56,619 

Total number of shares (post options exercised)  ‘000 253,404 253,404 

Value per share on a fully diluted basis  cents 30.53 31.01 
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10 Evaluation of the Proposed Transaction 
 
10.1 Approach 

 
In evaluating whether the Proposed Transaction is fair and reasonable to the non-associated 
shareholders of RCG, we have compared the value of the RCG shares with the value per share at 
which the selective buy back will be conducted. 
  
In assessing if the Proposed Transaction is reasonable we have first considered whether the 
Proposed Transaction is fair.  Additionally, we have compared the potential advantages and 
disadvantages to RCG’s non-associated shareholders should the Proposed Transaction proceed, 
compared to those should it not proceed, and we have determined whether the advantages 
outweigh the disadvantages.  
 

10.2 The Proposed Transaction is Fair for the non-associated shareholders 
 
In assessing whether or not the Proposed Transaction is fair, we have compared: 
 
� the value offered under the selective buy back; and 
� our assessed value of the RCG shares. 
 
In our opinion the value of the selective buy back, being 30.00 cents per share, is less than the 
value of the undiluted RCG shares being in a range of 35.53 cents to 36.14 cents, and the fully 
diluted RCG shares being in the range 30.53 cents to 31.01 cents per share.  Accordingly, in our 
opinion, the Proposed Transaction is fair to the non-associated shareholders. 
 
Further, the Proposed Transaction involves a selective buy back of 3.8% interest in RCG as RCG 
may purchase 7,456,006 shares held by interests associated with the Baskin family, this does not 
represent a controlling interest and for this reason the value at which the selective buy back is 
conducted should not incorporate a premium for control.  Furthermore, none of the remaining RCG 
shareholders will gain a controlling interest as a result of the Proposed Transaction. 
 
On the basis that this was a control transaction and accordingly we were to value RCG on a 100% 
controlling basis as per Regulatory Guide 111, we have calculated the fair market value of each 
fully diluted RCG share to be in the range of 33.03 cents per share and 33.58 cents per share, 
which is above our valuation range and we would still consider the transaction fair. 
 

10.3 The Proposed Transaction is Reasonable for the non-associated shareholders 
 
After comparing the advantages and disadvantages of the Proposed Transaction (as detailed 
below), we are of the opinion that the Proposed Transaction is reasonable to the non-associated 
shareholders. 
 

10.3.1 Advantages of approving the Proposed Transaction 
 
The primary advantages to the non-associated shareholders of RCG in proceeding with the 
Proposed Transaction are as follows: 
 
� The Proposed Transaction is fair 

Based on our assessment in Section 10.2 the Proposed Transaction is fair to the non-
associated shareholders. 
 

� Increased shareholding percentage and non-dilutive 
The Proposed Transaction will reduce the number of ordinary shares on issue and increase 
each ordinary shareholders percentage holding in RCG.  This has the possibility of creating 
additional value and potential to increase earnings per share for shareholders, particularly as 
the Proposed Transaction is not dilutive to shareholders. 
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� Receiving the benefit of the proceeds of the King of Knives business 

Under the Proposed Transaction, RCG has settled the outstanding sale proceeds of the King of 
Knives business by the selective buy back of the shares held by interests associated with the 
Baskin family.  This has no dilutive affect on the position of shareholders. 

 
� Premium for control 

The value being paid under the selective buy back is below the value of the RCG shares on a 
minority basis.  In the case of a controlling transaction being conducted, we would expect a 
control premium and a potential synergistic premium would be paid, this is not the case under 
the Proposed Transaction. 

 
� Adverse financial impact if the transaction is not approved 

If the Proposed Transaction is not approved by the non-associated shareholders then RCG will 
need to call the RCG shares which are subject to the security arrangements and place these 
shares on market to settle the receivable owing, for which the recourse for the receivable is 
limited to those shares. 
 
In this circumstance, if the Proposed Transaction is not approved by the non-associated 
shareholders, will have the following financial consequences: 
 
� RCG may not receive 30.00 cents per share when the RCG shares are placed on the 

market.  As discussed in Section 8.10, the Company’s shares are thinly traded and a 
significant share parcel may result in a downward movement in the RCG share price.  
Accordingly, the Company may not recover the value of the receivable of $2.224 million; 

 
� The market does not fully reflect the value of RCG mainly due to the lack of liquidity.  

Accordingly, the Company is unlikely to realise a value reflective of RCG when the share 
parcel is placed on the market; and 

 
� RCG would need to consider the recoverability of the receivable of $2.224 million held at 29 

June 2008, and providing for any non-recovery would result in a downgrade to profits. 
 

10.3.2 Disadvantages of approving the Proposed Transaction 
 
� Potential for the Buyers to repay in cash and increase the cash position 

We would anticipate that if the market share price was in excess of 30.00 cents per share that 
the Buyers may choose to repay the receivable in cash and benefit from the increase in value 
above the 30.00 cents per share proposed.  In the case that this occurs, the cash position of 
RCG would be further increased for potential future acquisitions or capital return to all 
shareholders. 
 

� Value at which buy back is conducted is above RCG current share price 
The value at which the selective buy back is conducted for 7,456,006 RCG shares held by 
interests associated with the Baskin family at 30.00 cents per share is higher than the current 
RCG share price trading on the market.  Accordingly, RCG is effectively acquiring the shares at 
a premium compared to current value as assessed by the market.  Given the limited recourse 
position on the receivable and any flow on impact to RCG, we consider this to be a minor 
impact. 
 

� Increase in percentage shareholding of larger shareholders 
The percentage of ownership of the larger shareholders will increase following the Proposed 
Transaction.  Accordingly, this will increase their relative influence over RCG. 

 
10.4 Ability to Pay Creditors 

 
We further analysed whether the Proposed Transaction would materially prejudice RCG’s ability to 
pay its creditors.  We concluded that the Proposed Transaction would have no impact on RCG’s 
ability to pays its creditors due to the significant level of cash held by RCG and that the Proposed 
Transaction is cash flow neutral. 
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11 Cross Check to the Fairness Conclusion 
 

As a cross check our valuation conclusion above, that the transaction is fair, we have reviewed the 
market value of the shares quoted on the ASX and a discounted cash flow analysis to support our 
primary valuation methodology as detailed below. 

 
11.1 Market Value of Shares Quoted on ASX 

 
As discussed in Section 6.5, we have reviewed the market value of shares quoted on ASX.  This 
methodology relies on the market price of the shares reflecting all available information given a 
willing buyer and a willing seller.  
 
Market value of listed shares on the ASX is influenced by many factors. These include but are not 
limited to: 
 
� the value of the underlying assets of the company including intangibles; 
� the industry in which the company operates; 
� managerial skills within the company; 
� future expectations for the company; and 
� prevailing market and economic conditions. 
 
A change in the perception of these factors can significantly affect share value over a relatively 
short period.  Share value is also influenced by supply and demand for the shares, or the liquidity of 
that stock.  Although RCG shares are traded on the ASX, given the relatively low volume of shares 
traded, we have only used this method as a cross check, as the share price of thinly traded shares 
often does not fully represent the underlying business assets and liabilities because the illiquidity 
results in share trades on irrational share prices. 
 

11.1.1 Historical Trading 
 

We have reviewed the monthly weighted average share price of RCG over the 12 months to August 
2008.  The monthly weighted average share price during this period was within the range of 21.3 
cents to 36.8 cents with an average of 26.6 cents. 
 
After review of the share price and volume history in Section 8.10, and since the shares of RCG are 
thinly traded, we have not adopted the ASX share price as a primary methodology for valuing the 
shares as the volume of trading over the preceding 12 months is not sufficient in number to be 
indicative of fair market value and accordingly is less persuasive to utilise as a cross check to 
value. 
 

11.2 Discounted Cash Flow 
 
The discounted cash flow method estimates market value by discounting a company’s future cash 
flows to their present value.  The discounted cash flow method is technically superior as it assesses 
growth, risk and other key metrics separately, while other valuation methodologies tend to capture 
these key metrics in a single factor such as the capitalisation multiple.  We did not use the 
discounted cash flow methodology as our primary valuation method due to the subjective and long 
term nature of the forecast cash flows of which we were unable to place reliance. 
 
Management provided high level forecasts from FY09 through FY19.  We performed a range of 
discounted cash flow analysis as a cross check to value.  Our conclusions on the discounted cash 
flow analysis support the valuation determined in our primary valuation. 
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12 Qualifications, Declarations & Consents 
 
12.1 Qualifications 

 
WHK Horwath Corporate Finance provides corporate finance services in relation to mergers and 
acquisitions, capital raisings, corporate restructuring and financial matters generally.  One of its 
activities is the preparation of company and business valuations and the provision of independent 
advice and expert reports concerning mergers and acquisitions, takeovers and capital 
reconstructions. 
 
The executives responsible for preparing this Report on behalf of WHK Horwath Corporate  
Finance are Phil Dymock, B.Com, CA and Andrew Fressl, B.Com, CA, F.Fin.  Phil and Andrew 
have significant experience in relevant corporate advisory matters.  Both are Representatives in 
accordance with the Australian Financial Services Licence No. 239170 held by WHK Horwath 
Corporate Finance Limited under the Corporations Act 2001 (Cth). 
 

12.2 Disclaimers 
 
It is not intended that this Report be used or relied upon for any purpose other than as an 
expression of WHK Horwath Corporate Finance's opinion as to whether the Proposed Transaction 
is fair to the non-associated shareholders of RCG.  WHK Horwath Corporate Finance expressly 
disclaims any liability to any person who relies or purports to rely on the Report for any other 
purpose and to any other party who relies or purports to rely on the Report for any purpose. 
 
This Report has been prepared by WHK Horwath Corporate Finance with care and diligence and 
statements and opinions given by WHK Horwath Corporate Finance in this Report are given in 
good faith and in the belief on reasonable grounds that such statements and opinions are correct 
and not misleading.  However, no responsibility is accepted by WHK Horwath Corporate Finance or 
any of its officers or employees for errors or omissions however arising in the preparation of this 
Report, provided that this shall not absolve WHK Horwath Corporate Finance from liability arising 
from an opinion expressed recklessly or in bad faith.  
 

12.3 Declarations 
 
WHK Horwath Corporate Finance does not have at the date of this Report nor has had any 
shareholding in or other relationship with RCG or the Baskin Interests that could reasonably be 
regarded as capable of affecting its ability to provide an unbiased opinion in relation to the 
Proposed Transaction.  WHK Horwath Corporate Finance had no part in the formulation of the 
Proposed Transaction.  Its only role has been the preparation of this Report.  WHK Horwath 
Corporate Finance considers itself independent in terms of Regulatory Guide 112 issued by ASIC 
on 30 October 2007.  
 
WHK Horwath Corporate Finance will receive a fee based on time costs of approximately $45,000 
(plus GST).  This fee is not contingent on the outcome of the Proposed Transaction.  WHK Horwath 
Corporate Finance will receive no other benefit for the preparation of this Report. 
 
RCG has agreed that to the extent permitted by law that it will indemnify WHK Horwath Corporate 
Finance employees and officers in respect of any liability suffered or incurred as a result of or 
arising out of the preparation of this Report.  This indemnity will not apply in respect of any conduct 
involving negligence or wilful misconduct.  RCG has also agreed to indemnify WHK Horwath 
Corporate Finance and its employees and officers for time spent and reasonable legal costs and 
expenses incurred in relation to any inquiry or proceeding initiated by any person except where 
WHK Horwath Corporate Finance or its employees and officers are found liable for or guilty of 
conduct involving negligence or wilful misconduct in which case WHK Horwath Corporate Finance 
shall bear such costs. 
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Advance drafts of this Report (and parts of it) were provided to RCG and its advisers.  Certain 
changes were made to this Report as a result of the circulation of the draft Report.  There was no 
alteration to the methodology, valuation of the business operations of RCG, conclusions or 
recommendations made to RCG non-associated shareholders as a result of issuing the drafts.  
 

12.4 Consents 
 
WHK Horwath Corporate Finance consents to the issuing of this Report in the form and context in 
which it is to be included in the Proposed Transaction documentation to be sent to RCG non-
associated shareholders.  Neither the whole nor any part of this Report nor any reference thereto 
may be included in any other document without the prior written consent of WHK Horwath 
Corporate Finance as to the form and context in which it appears. 

 
 
 



RCG Corporation Limited 
Independent Expert’s Report 

38        
WHK Horwath Corporate Finance Limited 

 
Appendix 1 – Financial Services Guide  
 
Date of Issue: 27 August 2008 
 
The Corporations Act 2001 requires WHK Horwath Corporate Finance to provide this Financial Services 
Guide (“FSG”) in connection with its preparation and provision of an Independent Expert’s Report which 
is included in the Explanatory Memorandum documentation (“Explanatory Memorandum”) provided to 
members by the company or other entities (“Entity”).  
 
The matters covered by the FSG include: 
 

� who we are and how we can be contacted; 

� what services and types of products we are authorised to provide; 

� how we are remunerated; 

� independence; and 

� complaints handling. 

 
WHK Horwath Corporate Finance & Contacts 
 
WHK Horwath Corporate Finance carries on business at Level 1, 120 Sussex Street, Sydney NSW 
2000.  WHK Horwath Corporate Finance holds an Australian Financial Services Licence (No. 239170).  
WHK Horwath Corporate Finance is a public company and is a wholly owned subsidiary of WHK Group 
Limited.  WHK Group Limited is a listed Australian company (ASX code WHG) and provides services 
primarily in accounting, tax, audit, business and corporate advisory and wealth management.   
 
Services 
 
We are authorised to: 

� provide financial product advice for securities and derivatives; and 

� deal in a financial product by applying for, acquiring, varying or disposing of a financial product 
on behalf of another person in respect of securities and derivatives to wholesale and retail 
clients.  

 
WHK Horwath Corporate Finance does not provide any personal retail financial product advice to retail 
investors nor does it provide market-related advice to retail investors. 
 
For the specific purposes of preparing and providing the Independent Expert’s Report WHK Horwath 
Corporate Finance has not and does not accept instructions from retail clients, and has not and will not 
receive any remuneration from retail clients. 
 
The preparation and provision of this Independent Expert’s Report is known as “general” advice 
because it does not take into account your personal objectives, financial situation or needs.  You should 
consider whether the general advice contained in our Report is appropriate for you, having regard to 
your own personal objectives, financial situation or needs. 
 
Remuneration 
 
When providing Reports, WHK Horwath Corporate Finance’s client is the Entity to which it provides the 
Report.  WHK Horwath Corporate Finance receives its remuneration from the Entity.  In respect of the 
Report for RCG, WHK Horwath Corporate Finance will receive a fixed fee plus reimbursement of out-of-
pocket expenses for the preparation of the Report. 
 
No related body corporate of WHK Horwath Corporate Finance, or any of the officers or employees of 
WHK Horwath Corporate Finance or of any of those related bodies or any associate receives any 
remuneration or other benefit attributable to the preparation and provision of the Report. 
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Independence 
 
WHK Horwath Corporate Finance is required to be independent of the Entity in order to provide a 
report.  The guidelines for independence in the preparation of Reports are set out in Regulatory Guide 
112 issued by the Australian Securities and Investments Commission on 30 October 2007. 
 
The following information in relation to the independence of WHK Horwath Corporate Finance is stated 
in Section 12.3 of the Report: 
 

“WHK Horwath Corporate Finance does not have at the date of this Report nor has had any 
shareholding in or other relationship with RCG or the Baskin Interests that could reasonably be 
regarded as capable of affecting its ability to provide an unbiased opinion in relation to the 
Proposed Transaction. WHK Horwath Corporate Finance had no part in the formulation of the 
Proposed Transaction. Its only role has been the preparation of this Report. WHK Horwath 
Corporate Finance considers itself independent in terms of Regulatory Guide 112 issued by 
ASIC on 30 October 2007.  
 
WHK Horwath Corporate Finance will receive a fee based on time costs of approximately 
$45,000 (plus GST). This fee is not contingent on the outcome of the Proposed Transaction.  
WHK Horwath Corporate Finance will receive no other benefit for the preparation of this 
Report.” 

 
Complaints Handling 
 
WHK Horwath Corporate Finance has internal complaints-handling mechanisms and is designed to 
respond to your complaints fairly and quickly.  Please address your complaint in writing to: 
 

Head of Compliance 
WHK Horwath Corporate Finance Limited 
Level 1, 120 Sussex Street 
SYDNEY  NSW  2000 

 
WHK Horwath Corporate Finance is only responsible for the Report and this FSG.  Complaints or 
questions about the Explanatory Memorandum should not be directed to WHK Horwath Corporate 
Finance which is not responsible for that document.  WHK Horwath Corporate Finance will not respond 
in any way that might involve any provision of financial product advice to any retail investor. 
 
WHK Horwath Corporate Finance is a member of the Financial Ombudsman Service (member number 
11689) which provides free advice and assistance to consumers to help them resolve complaints 
relating to members of the financial services industry.  Complaints may be submitted by phone on 1300 
780 808 or in writing to: 
 

Financial Ombudsman Service 
GPO Box 3 
MELBOURNE  VIC  3001 

 
We confirm that we have arrangements in place to ensure we continue to maintain Professional 
Indemnity insurance in accordance with Section 912B of the Corporations Act 2001.  In particular our 
Professional Indemnity insurance, subject to its terms and conditions, provides indemnity up to the sum 
insured for our representatives and employees in respect of our authorisations and obligations under 
our Australian Financial Services Licence.  This insurance will continue to provide such coverage for 
any representative and employee who has ceased employment for work done whilst insured with us. 
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Appendix 2 – Sources of Information 
 
Sources of information include but are not limited to: 
 

� RCG Annual Report for the year ended 30 June 2006, 2007 and 2008; 
� Management accounts for RCG and The Athlete’s Foot for FY06, FY07 and FY08; 
� Sales comparison detail report for FY06, FY07 and FY08; 
� Income and expense break up by entity FY06, FY07 and FY08; 
� RCG Corporation Limited budget presentation pack for FY09; 
� Five year profit forecasts from FY08 through FY12; 
� Ten year cash flow forecasts from FY09 through FY19; 
� ASIC Company Extract – RCG Corporation 9 August 2007; 
� RCG top 50 holders of issued capital – Computershare as at 19 August 2008; 
� IBISWorld – Footwear Retailing in Australia Industry Report 18 March 2008, Industry Code: 

G5222. 
� Financial and stock market information from Bloomberg and CapitalIQ; 
� RCG Limited website, http://www.rcgcorp.com.au; and 
� Discussions with management of RCG. 
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Appendix 3 – Comparable Transaction Details 
 

 
Target: Just Group Limited 
On 31 March 2008, Premier Investments Limited made an offer to acquire Just Group Limited.  The 
consideration included $2.20 in cash and 0.25 share of Premier Investments Limited for each Just 
Group share.  Just Group Limited are a specialty clothing retail company operating throughout 
Australia and New Zealand.  The Company retails brands such as Just Jeans, Jay Jays, Urban 
Brands, Portmans, Jacqui E and Peter Alexander. 
 
Target: Colorado Group Limited 
On 8 May 2007, Affinity Equity Partners Limited and Affinity Asia Pacific Fund II LP made an offer 
to acquire the remaining 16.45% stake in Colorado Group Limited for $98.95 million in cash.  
Affinity Equity Partners offered $6.20 for each share in Colorado Group Limited.  Colorado Group 
Limited engages in the wholesale and retail distribution of footwear and apparel in Australia and 
New Zealand. The Company operates approximately 430 stores under various brands, including 
Colorado, Mathers, Williams, Pairs, Jag, and diana Ferrari. 
 
Target: Repco Corporation Limited 
On 11 December 2006, CCMP Capital Asia Limited made an offer to acquire Repco Corporation 
Limited for $335.71 million.  The consideration for the offer was paid as $1.75 per share in cash.  
Repco Corporation Limited primarily engages in marketing and distribution of automotive parts and 
accessories in Australia and New Zealand.  The company’s products include automotive 
replacement parts and accessories including a range of branded motorcycle helmets, clothing, 
footwear, and equipment accessories to motorcycle retail outlets. 
 
Target: Rebel Sport Limited 
On 8 November 2006, Archer Capital Pty Limited has agreed to acquire Rebel Sports Limited from 
Harvey Norman Holdings Limited and other shareholders for $369.20 million.  Archer Capital 
offered $4.60 per share to acquire all the outstanding shares of Rebel Sports.   Rebel Sport Limited 
retails sporting equipment, apparel, and footwear in Australia.  It also operates branded fashion 
retail stores under the name ‘Glue’.  
 
Target: Brazin Limited 
On 3 November 2006, Brazin Limited's Director Mr. Brett Blundy offered to acquire the remaining 
37.6% stake in Brazin Limited for approximately $80.77 million.  As reported under the terms of the 
offer, Mr. Blundy paid $1.81 per share in cash.  Brazin Limited engages in the retail of apparel and 
accessories in Australia.  Its retail stores offer women’s lingerie, sleepwear, and swimwear, 
jewellery and recorded CDs and DVDs. 
 
Target: Colorado Group Limited 
On 18 July 2006, Affinity Equity Partners Limited made an offer to acquire an 81.57% stake in 
Colorado Group Limited for a consideration of $351.06 million.  The purchase consideration 
includes $4.50 per share for Colorado Group Limited and $0.22 million for the outstanding options 
of Colorado Group Limited.  Colorado Group Limited engages in the wholesale and retail 
distribution of footwear and apparel in Australia and New Zealand. The company operates 
approximately 430 stores under various brands, including Colorado, Mathers, Williams, Pairs, Jag, 
and diana Ferrari. 
 
Target: Discount Variety Group Pty Limited 
On 24 November 2005, Catalyst Investment Managers Pty Limited and Castle Harlan Australian 
Mezzanine Partners Pty Limited signed a definitive agreement to acquire Discount Variety Group 
Pty Limited from Miller's Retail Limited for a reported value of approximately $120 million in cash.  
Discount Variety Group Pty Limited operates as a discount variety retailer in Australia.  Its stores 
offer merchandise, such as household items, storage solutions, toys, party goods and craft, 
gardening, furniture, outdoor and camping products, and travel accessories. 
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Target: R M Williams Holdings Limited 
On 2 July 2003, Ken Cowley, Chairman of R M Williams Holdings Limited offered to acquire 
48.21% remaining shares in R M Williams Holdings Limited through Strathig Pty Limited.  As 
reported under the terms of the offer details, Ken Cowley offered to pay $1.20 in cash for each 
share of R M Williams Holdings Limited, valuing the transaction at approximately A$12.5 million, 
based on the outstanding shares of 21.59 million of R M Williams Holdings Limited.  R M Williams 
Holdings Limited is a holding company, through its subsidiaries, the company is engages in 
manufacturing and wholesaling of footwear, clothing and leather accessories. 
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Appendix 4 – Comparative Companies 
 

APPRAREL RETAILERS 
 
Billabong International Limited 
Manufactures and distributes surf wear and extreme sports apparel throughout the world.  Billabong 
designs board shirts, swimwear, T-shirts, fleece tops, jumpers, shirts, walk shorts, trousers, jeans, 
back packs and accessories under its brand name. 
 
Pacific Brands Limited 
A manager of consumer brands in Australia and New Zealand.   The Company markets brands like 
Berlei, Bonds, Clarks, Dunlop, Everlast, Grosby, Holeproof, Hush Puppies, KingGee, Slazenger, 
Sleepmaker and Tontine.   These brands are for products such as footwear, home comfort 
products, outerwear and sport and underwear and hosiery. 
 
Pumpkin Patch Limited 
Retails a wide range of children's apparel products, as well as maternity clothing.   The Company 
operates stores in New Zealand, Australia, and the United Kingdom along with providing mail order 
and internet retail services. 
 
Country Road Limited 
Designs, wholesales, licenses and retails apparel, homewares and related items.  The Company 
operates retail stores and outlets in Australia and New Zealand. 
 
Briscoe Group Limited 
Owns and operates the Briscoes homeware chain of retail stores and the Rebel Sport chain of retail 
sporting goods stores throughout New Zealand, under a limited franchise agreement with Australian 
company Rebel Sport Limited. 
 
Hallenstein Glasson Holdings Limited 
Owns and operates retail stores that sell men's, women's, and young men's apparel products and 
sportswear.  The stores are located throughout New Zealand and Australia. 
 
Oroton Group Limited 
Owns and operates retail leather, clothing and accessories stores throughout Australia and New 
Zealand.  The Company manufactures and markets its products under the brand names Morrissey, 
Oroton and Polo Ralph Lauren. 
 
Gazal Corporation Limited 
Imports, produces and distributes apparel under the "Gazal" name and other name brands.  The 
apparel products include men’s business and sports shirts, ladies lingerie and sleepwear, boys and 
girls schoolwear, sweatsuits, dresses and casual wear and surf wear.  The Company places 
emphasis on budget priced merchandise. 
 
SPECIALISED RETAILERS 
 
JB Hi-Fi Limited 
A music and electronic goods retailer in Australia.  The Company operates stores at sites located in 
most Australian States.  Products include consumer electronics, car sound systems, music and 
DVDs. 
 
Super Cheap Auto Group Limited 
Retails a wide range of automotive parts and accessories, tools, camping products, gardening and 
outdoor equipment and boating equipment throughout Australia and New Zealand. 
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Michael Hill International Limited 
Owns and operates approximately 46 retail jewellery stores in New Zealand and approximately 93 
retail jewellery stores throughout Queensland, New South Wales, Victoria and Canberra, Australia 
along with four stores in Canada. 
 
Fantastic Holdings Limited 
Manufactures, imports and retails furniture.  The Company manufactures lounges and metal 
furniture and operates franchised retail stores in NSW and the ACT. 
 
The Reject Shop Limited 
Operates discount retail stores in Victoria, New South Wales, South Australia and the ACT.  The 
Company's discount stores offer a variety of merchandise such as apparel, housewares, leisure, 
personal care and hardware and furniture. 
 
Clive Peeters Limited 
Retails a wide range of electrical appliances.  The Company's products include dishwashers, 
ovens, range hoods, refrigerators, computer products and freezers. 
 
Nick Scali Limited 
Retails furniture in Australia.   The Company specialises in leather and fabric lounges, dining 
rooms, bedrooms and occasional furniture.  Nick Scali has about nine showrooms located in New 
South Wales and Queensland. 
 
DIVERSIFIED RETAILERS 
 
Woolworths Limited 
Operates supermarkets, specialty and discount department stores, liquor and electronics stores 
throughout Australia.  Woolworths also manufactures processed foods, exports and wholesales 
food and offers petrol retailing.  Woolworth's also operates hotels which includes pubs, food, 
accommodation and gaming operations. 
 
Wesfarmers Limited 
A diversified retailing company.  Wesfarmers activities include home improvement products and 
building supplies, coal mining, gas processing and distribution, industrial and safety product 
distribution, chemical and fertilizer manufacturing, and insurance. 
 
Harvey Norman Holdings Limited 
A holding company for companies and trusts in a third party franchise agreement.  The franchises 
operate stores under the name "Harvey Norman Discounts," selling homewares and electrical 
goods.  The Company also provides advisory and advertising to the franchises.  In addition, the 
Company provides consumer finance and has property investments. 
 
Metcash Limited 
A marketing and distribution company operating in the food and other consumer goods sectors.  
The Company operates distribution centres serving grocery products for independent retail grocery 
stores, liquor distribution centres and cash and carry warehouses which serve retailers and 
businesses in the grocery, liquor, food services and convenience stores. 
 
David Jones Limited 
A department store retailer operating under the David Jones name with stores located throughout 
Australia.  David Jones also conducts a credit card business under David Jones Credit Card and 
operates the David Jones Warehouse store which is a clearance centre store. 
 
The Warehouse Group Limited 
Operates general merchandise and stationery supply retail stores throughout New Zealand. 
 
Kirkcaldie & Stains Limited 
Operates and manages the Kirkcaldie & Stains department store in Wellington.  The Company also 
is involved in property management. 
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FRANCHISES 
 
Flight Centre Limited 
Operates as a retail travel agency in Australia.  The Company operates close to 1200 outlets 
throughout Australia and internationally including New Zealand, Hong Kong, South Africa, Canada 
and the United Kingdom.  The Company's agencies and brands include Flight Centre, Travel 
Associates and Student Flights. 
 
Jetset Travelworld Limited 
Operates independently owned retail travel agency franchising outlets throughout Australia.  The 
Company operates integrated business providing wholesaling, retail and specialised travel products 
and services, consisting of Jetset, a large retail agency network, QBT, a corporate travel 
management company and Qantas Holidays, a tour package company. 
 
Domino's Pizza Enterprises Limited 
Owns the master franchise agreement for Domino's pizza restaurants in Australia and New 
Zealand.  The Company operates company-owned restaurants and sells franchises. 
 
Retail Food Group Limited 
A retail food brand manager and franchiser.  The Company currently manages donut stores and 
cafes. 
 
Restaurant Brands New Zealand Limited 
Operates fast food restaurant chains in New Zealand and Australia.  The Company operates close 
to 300 stores which operate under the KFC, Pizza Hut and Starbucks restaurant names. 
 
BSA Limited 
National provider of contracting services to subscription TV and telecommunication companies who 
require satellite and telecommunication installation services.  Further, the Company supplies TV 
aerials and digital television and communication/alarm equipment to the home through franchise 
brands. 
 
Allied Brands Limited 
Owns Baskin-Robbins ice cream stores throughout Australia.  The Company, through its subsidiary, 
also owns licensing agreements for the sub-licensing of Saint Cinnamon Stores.  Allied brands' 
services include, brand management, store management, financing, and marketing. 
 
Joyce Corporation Limited 
Produces and distributes polyurethane and polystyrene foam products.  The Company's products 
include foams for industrial applications and health related applications.  The Company operates 
under a retail bedding franchising business model. 
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Lodge your vote:

By Mail:
Computershare Investor Services Pty Limited
GPO Box 242 Melbourne
Victoria 3001 Australia

Alternatively you can fax your form to
(within Australia) 1800 783 447
(outside Australia) +61 3 9473 2555

For all enquiries call:
(within Australia) 1300 850 505
(outside Australia) +61 3 9415 4000

Proxy Form

For your vote to be effective it must be received by 10.00am Wednesday 26 November 2008

How to Vote on Items of Business
All your securities will be voted in accordance with your directions.

Appointment of Proxy
Voting 100% of your holding: Direct your proxy how to vote by
marking one of the boxes opposite each item of business. If you do
not mark a box your proxy may vote as they choose. If you mark
more than one box on an item your vote will be invalid on that item.

Voting a portion of your holding: Indicate a portion of your
voting rights by inserting the percentage or number of securities
you wish to vote in the For, Against or Abstain box or boxes. The
sum of the votes cast must not exceed your voting entitlement or
100%.

Appointing a second proxy: You are entitled to appoint up to two
proxies to attend the meeting and vote on a poll. If you appoint two
proxies you must specify the percentage of votes or number of
securities for each proxy, otherwise each proxy may exercise half of
the votes. When appointing a second proxy write both names and
the percentage of votes or number of securities for each in Step 1
overleaf.

Signing Instructions
Individual: Where the holding is in one name, the securityholder
must sign.
Joint Holding: Where the holding is in more than one name, all of
the securityholders should sign.
Power of Attorney: If you have not already lodged the Power of
Attorney with the registry, please attach a certified photocopy of the
Power of Attorney to this form when you return it.
Companies: Where the company has a Sole Director who is also the
Sole Company Secretary, this form must be signed by that person. If
the company (pursuant to section 204A of the Corporations Act
2001) does not have a Company Secretary, a Sole Director can also
sign alone. Otherwise this form must be signed by a Director jointly
with either another Director or a Company Secretary. Please sign in
the appropriate place to indicate the office held.

Attending the Meeting
Bring this form to assist registration. If a representative of a corporate
securityholder or proxy is to attend the meeting you will need to
provide the appropriate ''Certificate of Appointment of Corporate
Representative'' prior to admission. A form of the certificate may be
obtained from Computershare or online at www.computershare.com.

Comments & Questions: If you have any comments or questions
for the company, please write them on a separate sheet of paper and
return with this form.

Turn over to complete the form

A proxy need not be a securityholder of the Company.

www.investorcentre.com
View your securityholder information, 24 hours a day, 7 days a week:

Review your securityholding

Update your securityholding

Your secure access information is:

PLEASE NOTE: For security reasons it is important that you keep your
SRN/HIN confidential.

SRN/HIN: 

999999_SAMPLE_0_0_PROXY/000001/000002



Change of address. If incorrect,

mark this box and make the

correction in the space to the left.

Securityholders sponsored by a

broker (reference number

commences with 'X') should advise

your broker of any changes.

Proxy Form Please mark to indicate your directions

Appoint a Proxy to Vote on Your Behalf

Items of Business
PLEASE NOTE: If you mark the Abstain box for an item, you are directing your proxy not to vote on your
behalf on a show of hands or a poll and your votes will not be counted in computing the required majority.

Signature of Securityholder(s) This section must be completed.

Individual or Securityholder 1 Securityholder 2 Securityholder 3

Sole Director and Sole Company Secretary Director Director/Company Secretary

Contact
Name

Contact
Daytime
Telephone Date

The Chairman of the Meeting intends to vote undirected proxies in favour of each item of business.

I/We being a member/s of RCG Corporation Limited hereby appoint

the Chairman
of the Meeting OR

or failing the individual or body corporate named, or if no individual or body corporate is named, the Chairman of the Meeting, as my/our proxy
to act generally at the meeting on my/our behalf and to vote in accordance with the following directions (or if no directions have been given, as
the proxy sees fit) at the Annual General Meeting of RCG Corporation Limited to be held at Rydges Camperdown, 9 Missenden Road,
Camperdown NSW on Thursday, 27 November 2008 at 10.00am and at any adjournment of that meeting.

PLEASE NOTE: Leave this box
blank if you have selected the
Chairman of the Meeting. Do not
insert your own name(s).

Important for Items 5, 6, 7 & 8: If the Chairman of the Meeting is your proxy and you have not directed him/her how to vote on Items 5, 6, 7 &
8 below, please mark the box in this section.  If you do not mark this box and you have not directed your proxy how to vote, the Chairman of the
Meeting will not cast your votes on Items 5, 6, 7 & 8 and your votes will not be counted in computing the required majority if a poll is called on
this Item. The Chairman of the Meeting intends to vote undirected proxies in favour of items 5, 6, 7 & 8 of business.

I/We acknowledge that the Chairman of the Meeting may exercise my proxy even if he/she has an interest in the outcome of that Item
and that votes cast by him/her, other than as proxy holder, would be disregarded because of that interest.
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XX

2 To adopt the Remuneration Report.

3 To re-elect Mr David Gordon as a Director.

4 To re-elect Mr Michael Hirschowitz as a Director.

5 To approve the granting of shares to Mr Michael Hirschowitz under the Executive Long Term Incentive Plan.

6 To approve the granting of shares to Mr Michael Cooper under the Executive Long Term Incentive Plan.

7 To approve the granting of shares to Mr Hilton Brett under the Executive Long Term Incentive Plan.

8 To approve a potential selective buy-back of up to 7,456,006 shares from interests associated with the buyers of the
King of Knives business.


