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HOUSEWARES INTERNATIONAL LIMITED 
NOTICE OF GENERAL MEETING 
 

 
NOTICE IS GIVEN that a General Meeting of Shareholders of the Company will be held in the 
Main Boardroom of Arnold Bloch Leibler at Level 21, 333 Collins Street, Melbourne, Victoria on 
Friday, 8 June 2007 at 10:30 am. 
 
Business 
 
Approval to sale of Homewares Business 
 
To consider, and if thought fit, pass the following resolution – 
 
"That, for the purpose of ASX Listing Rule 10.1, approval be given to the sale of the Homewares 
Business to Playcorp for the sum of A$11,000,005.00 (subject to adjustments as provided in the Sale 
Agreement), on the terms and conditions more particularly set out in the Explanatory Memorandum 
accompanying the Notice in which this resolution is set out.". 
 
 
 
By Order of the Board 
 
 
Paul Milburn 
Company Secretary 
2 May 2007 
 

1. Material accompanying this Notice 

(1) Explanatory Memorandum setting out details relevant to the resolution set out in this 
Notice. 

(2) Independent Expert Report from Pitcher Partners Corporate Pty Ltd which expresses the 
opinion that the proposed sale of the Homewares Business to Playcorp is fair and 
reasonable to non-associated Shareholders of the Company. 

(3) Proxy Form. 

(4) Appointment of Corporate Representative. 

2. Terms 

Terms used in this Notice, including the resolution set out in this Notice have, unless otherwise 
defined, the same meanings set out in the Explanatory Memorandum. 

3. Voting and required majority 

(1) In accordance with the constitution of the Company and section 249HA of the 
Corporations Act, for this resolution to be effective it must be – 

(a) passed at a meeting of which not less than 28 days written notice specifying the 
intention to propose the resolution has been given to Shareholders (unless 
consent to short notice has been received); and 
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(b) passed by a majority of more than 50% of all the votes cast by Shareholders 
entitled to vote on the resolution (whether in person, proxy, attorney or 
representative). 

 
(2) On a show of hands, subject to paragraph 4 below, every Shareholder has one vote and, 

on a poll, has one vote for each fully paid Ordinary Share held. 

4. Voting Exclusion 

(1) In accordance with ASX Listing Rules 10.10 and 14.11, any vote cast in respect of this 
resolution by Lew Custodians which has a relevant interest in the Company and is a 
substantial holder of the Company, Premier, any party to the proposed transaction who is 
also a Shareholder, and any of their respective associates, will be disregarded except as 
provided in subparagraph 4(2) below. 

(2) The Company will not disregard a vote if it is cast - 

(a) by a person as proxy for a person who is entitled to vote, in accordance with the 
directions on the Proxy Form; or 

(b) by the Chairman of the Meeting as proxy for a person who is entitled to vote, in 
accordance with a direction on the Proxy Form to vote as the proxy decides. 

5. Voting entitlements 

(1) Pursuant to regulation 7.11.37 of the Corporations Regulations 2001 the Company has 
determined that, for the purposes of this Meeting, all Ordinary Shares in the Company 
will be taken to be held by the persons registered as Shareholders at 10:30 am AEST on 
Wednesday, 6 June 2007 (Effective Time). 

(2) All Shareholders as at the Effective Time are entitled to attend and vote at this Meeting 
and may appoint a proxy for that purpose. 

6. Voting in person, by proxy, attorney or corporate representative 

(1) A proxy, attorney or corporate representative need not be a Shareholder of the Company. 

(2) The personalised Proxy Form or Appointment of Corporate Representative sent to you 
with this Notice should be used for this Meeting. 

(3) Each Shareholder who is entitled to cast 2 or more votes at this Meeting, may appoint 2 
proxies and may specify the proportion or number of votes that each proxy is entitled to 
exercise.  If a Shareholder does not specify the proportion or number of that 
Shareholder’s votes each proxy may exercise, then each proxy will be entitled to exercise 
half of the votes.  An additional Proxy Form will be supplied by the Company on request. 

(4) Shareholders wishing to appoint a proxy should read the instructions on the enclosed 
Proxy Form carefully and then complete and return the Proxy Form to the Company by 
the due date and time set out in subparagraph (7) below. 

(5) Any Shareholder may appoint an attorney to act on that Shareholder’s behalf.  The power 
of attorney, or a certified copy of it, must be received by the Company as set out in 
subparagraph (7) below. 
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(6) Any corporation which is a Shareholder of the Company may appoint a representative to 
attend and vote for that corporation at this Meeting.  Appointments of representatives 
must be received by the Company as set out in subparagraph (7) below at any time before 
the time of this Meeting, or adjourned meeting, or handed in at the Meeting. 

(7) Proxies and powers of attorney granted by Shareholders must be received by the 
Company by no later than 10:30 am AEST on Wednesday, 6 June 2007 - 

(a) at the Company’s Share Registry (in person or by mail) - Computershare Investor 
Services Pty. Ltd., Yarra Falls, 452 Johnston Street, Abbotsford, Victoria 3067 or 
GPO Box 242, Melbourne, Victoria 3001; 

or 

(b) by fax to the Company’s Share Registry - fax number  +61 3 9473 2555. 

 



 

 
 

HOUSEWARES INTERNATIONAL LIMITED 
EXPLANATORY MEMORANDUM 
 

 
1. General 

This Explanatory Memorandum contains information relevant to the resolution set out in the 
Notice dated 2 May 2007 which it accompanies and should be read carefully by Shareholders 
prior to the General Meeting. 

The Notice relates to the meeting to be held in the Main Boardroom of Arnold Bloch Leibler at 
Level 21, 333 Collins Street, Melbourne, Victoria on Friday, 8 June 2007 at 10:30 am for the 
purpose of approving the sale of the Homewares Business to Playcorp on the terms and 
conditions set out in this Explanatory Memorandum. 

 
2. Sale of Homewares Business 

(1) Background 

The resolution set out in the Notice asks Shareholders to approve the sale of the Homewares 
Business owned and operated by Thebe to Playcorp. 

Playcorp is a company associated with Lew Custodians ("Lew Group").  Lew Custodians is a 
substantial holder of the Company.  At the date of this Notice, Lew Custodians holds a relevant 
interest in 26.86% of the total voting rights in the Company.  As stated in the Notice, any vote 
cast by Lew Custodians, Premier, any party to the proposed transaction who is also a 
Shareholder, and any of their respective associates, will (except as provided in the Notice) be 
disregarded. 

The Board has, since November last year, in conjunction with Gresham Advisory Partners,  
undertaken a detailed strategic review of the Homewares Business. This strategic review 
evaluated whether it was better for the Group to grow its rationalised Homewares Business 
through bolt-on acquisitions and/or undertake divestments. This review concluded that, given 
the continued losses being generated by the Homewares Business, it was better for the Group to 
dispose of this business. 

As announced to the ASX on 16 March 2007, the Company has agreed to sell the Homewares 
Business to Playcorp. 

The Board commissioned an independent expert, Pitcher Partners Corporate Pty Ltd, to provide 
a written report on the proposed sale of the Homewares Business and to advise whether the sale 
to Playcorp, on the terms set out in the Sale Agreement, would be fair and reasonable to non-
associated Shareholders.  Paragraph 2(2) below refers in more detail to the Independent Expert 
Report. 

The Board believes that if the sale of the Homewares Business to Playcorp is approved by 
Shareholders, it will enable the Company to complete an important phase in the Group's 
strategic redirection by disposing of this loss making division, further strengthening its financial 
capacity and enabling the Group to focus on the Group's core electrical business both in 
Australia and overseas. 

(2) Independent Expert Report 

The Independent Expert Report from Pitcher Partners Corporate Pty Ltd is provided to 
Shareholders for the purpose of ASX Listing Rule 10.1 and provides Shareholders with a 
detailed examination of the proposed sale of the Homewares Business to Playcorp, the valuation 
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methodology used by the independent expert in assessing the fairness and reasonableness of the 
sale and, among other things, identifies the advantages and disadvantages of the proposed sale.  
Pitcher Partners Corporate Pty Ltd has concluded in its Independent Expert Report that the 
proposed sale of the Homewares Business to Playcorp is both fair and reasonable to non-
associated Shareholders. 

Shareholders are encouraged to read the Independent Expert Report carefully. 

(3) Shareholder approval 

Shareholders are asked to approve the sale pursuant to ASX Listing Rule 10.1 as a listed public 
company may only acquire or dispose of a substantial asset involving, among others, a related 
party or substantial holder of the Company or persons associated with them, if Shareholder 
approval is received. 

ASX Listing Rule 10.2 defines an asset as a "substantial asset" if its value (or the value of the 
consideration paid for it) is 5% or more of the equity interests of the Company as set out in the 
latest accounts given to ASX under the Listing Rules. 

The total equity interests of the Company as at 31 December 2006 was $123,817,000 and 5% of 
that amount is $6,190,850.  As the Purchase Price exceeds this amount, Shareholder approval is 
being sought in accordance with ASX Listing Rule 10.1. 

(4) If Shareholder approval is not received 

If Shareholders do not approve the sale of the Homewares Business to Playcorp, the Company 
will examine other available alternatives for the Homewares Business.  However, the review 
undertaken by Gresham Advisory Partners did not identify any other parties that were prepared 
to purchase the Homewares Business on terms that were more attractive than those offered by 
Playcorp. 

In accordance with the Sale Agreement, if the sale is approved by Shareholders, the sale is 
effective as from 16 March 2007.  As the Homewares Business continues to trade at a loss, any 
losses incurred by the business between that date and Completion will be to Playcorp’s account. 
Conversely, if the sale is not approved by Shareholders, these losses will then be to the Group’s 
account. 

As noted in section 5 of the Independent Expert Report, the sale to Playcorp, together with 
Thebe retaining the debtors of the Homewares Business, is likely to generate proceeds of 
between $16.7m to $17.4m for Thebe. 

For comparison purposes, the Independent Expert Report indicates, also in section 5 of that 
report, that if Thebe were to undertake an orderly realisation of the Homewares Business, which 
is likely to take up to 12 months to complete as a result of the level of inventory on hand, Thebe 
is likely to generate proceeds of only approximately $8.8m. 

(5) Sale Agreement 

The Sale Agreement is subject to, and conditional on, the Shareholder approval referred to in 
paragraph 2(6) below. 

The Purchase Price of $11,000,005 payable by Playcorp for the Homewares Business is subject 
to the following adjustments: 

(a) a reduction by an amount equal to 70% of the Employee Entitlements; and 
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(b) after completion of the stock-take contemplated under the Sale Agreement, a 
reduction or increase for the Stock Adjustment Amount. 

The other material terms of the Sale Agreement are – 

• The Purchase Price is payable to Thebe in three instalments, each comprising one-third 
of the Purchase Price, as follows: 

 the first instalment, on the first business day after Shareholder approval is 
received (“Completion Date”), reduced by the amount referred to in paragraph 
2(5)(a) above; 

 the second instalment, three months after payment of the first instalment, reduced 
or increased by the Stock Adjustment Amount referred to in paragraph 2(5)(b) 
above; and 

 the third instalment comprising the balance of the Purchase Price, six months after 
payment of the first instalment. 

• If the sale is approved by Shareholders, the sale is effective as from 16 March 2007. As 
the Homewares Business continues to trade at a loss, any losses incurred by the 
business between that date and Completion will be to Playcorp’s account. Conversely, 
if the sale is not approved by Shareholders, these losses will then be to the Group’s 
account. 

• Playcorp will assume certain liabilities specified in the Sale Agreement and will 
indemnify Thebe in respect of any claims relating to those  liabilities. 

• Playcorp will employ as many of the employees of the Homewares Business as 
Playcorp believes necessary to assist it to conduct the Homewares Business. 

• Thebe and Playcorp will, subject to obtaining the landlord's consent, enter into a sub-
lease of the warehouse occupied by the Homewares Business at 437-461 Plummer 
Street, Port Melbourne, Victoria (the “Port Melbourne Premises”) for a 12 month 
period ending on the first anniversary of the Completion Date and otherwise on the 
terms and conditions set out in  the Sale Agreement. 

• Playcorp Pty Ltd ACN 006 277 363 and Breville Pty Ltd ACN 000 092 928, a wholly-
owned subsidiary of the Company, will enter into a licence agreement pursuant to 
which Playcorp Pty Ltd is granted an exclusive three year non-transferable licence to 
use the Breville Home brand name on the terms and conditions set out in the Sale 
Agreement. 

• The Company has guaranteed all of Thebe's obligations under the Sale Agreement and 
under the sub-lease of the Port Melbourne Premises and will also guarantee all of 
Breville Pty Ltd's obligations under the Breville Home licence agreement. 

• Century Plaza Investments Pty Ltd, a member of the Lew Group, has guaranteed all of 
Playcorp’s obligations under the Sale Agreement and under the sub-lease of the Port 
Melbourne Premises and will also guarantee all of Playcorp Pty Ltd’s obligations under 
the Breville Home licence agreement. 

(6) Condition precedent 

As noted in paragraphs 2(2) and 2(3) above, the Sale Agreement is conditional on Shareholders 
approving the sale in accordance with the requirements of ASX Listing Rule 10.1. 
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If this condition is not satisfied by 30 June 2007 (or a later date agreed to in writing by the 
parties to the Sale Agreement), either Thebe or Playcorp may terminate the Sale Agreement. 

(7) Completion of the sale 

Completion of the sale of the Homewares Business is to take place on the first business day 
after Shareholders approve the sale, or such other date agreed to in writing by the parties to the 
Sale Agreement. 

(8) Advantages and disadvantages of the sale 

The sale of the Homewares Business will enable the Company to focus on the Group's core 
electrical business both in Australia and overseas.  In addition, section 6 of the Independent 
Expert Report highlights a number of advantages and disadvantages relating to the sale. 

(9) Additional information 

 As the sub-lease of the Port Melbourne Premises expires 12 months after the Completion Date, 
and as Playcorp is not leasing the warehouse located in Brisbane, Queensland, Thebe will need 
to secure new sub-leases in respect of each of these premises. 

 The Purchase Price will be used to repay Thebe's bank debt. 

(10) Directors' interests 

None of the Directors of the Company have an interest in the proposed sale of the Homewares 
Business to Playcorp. However, it is noted that: 

(a) Mr. Steve Fisher, a Non-Executive Director, is the Managing Director of Voyager 
Distributing Co. Pty Ltd, which is owned by the Lew Group; and 

 (b) Mr. Steven Klein, a Non-Executive Director, is a Commercial Partner of Arnold 
Bloch Leibler ("ABL").  The Lew Group is a client of ABL.  In this matter, ABL 
acted on behalf of the Company and not on behalf of Playcorp or the Lew Group. 

(11) Directors' approval 

On 2 May 2007, the Board resolved to put the proposed sale of the Homewares Business to 
Shareholders and resolved to issue this Explanatory Memorandum, together with the Notice and 
the Independent Expert Report to Shareholders. 

(12) Recommendation by Directors 

The Directors, other than Messrs Fisher and Klein, have considered all the relevant information 
relating to the resolution set out in the Notice, including the accompanying Independent Expert 
Report which expresses the opinion that the proposed sale of the Homewares Business to 
Playcorp is both fair and reasonable to Shareholders of the Company not associated with the 
proposed sale.  These Directors have unanimously recommended that you vote in favour of this 
resolution so that the Company can proceed with the sale of the Homewares Business to 
Playcorp.  Messrs. Fisher and Klein have not made a recommendation for the reasons detailed in 
paragraph 2(10) above. 
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3. Inspection of documents 

A copy of the Sale Agreement will be made available to Shareholders free of charge or can be 
inspected at the registered office of the Company during normal business hours prior to the 
General Meeting.  A copy of the Sale Agreement will also be available for inspection at the 
General Meeting. 





 

 
 

GLOSSARY OF TERMS 
 

 
AEST   means Australian Eastern Standard Time 
 
ASIC   means the Australian Securities and Investments Commission 
 
Assets   means the assets owned by Thebe and used in connection with the Homewares 

Business (excluding trade debtors, cash at bank and cash equivalents) 
 
ASX   means ASX Limited ACN 008 624 691 
 
Board   means the board of directors of the Company 
 
Company  means Housewares International Limited ABN 90 086 933 431 
 
Completion  means completion of the sale and purchase of the Homewares Business and the 

Assets 
 
Completion Date  has the meaning in paragraph 2(5) of this Explanatory Memorandum. 
 
Corporations Act  means the Corporations Act 2001 (Cth) 
 
Effective Time  10:30 am AEST on Wednesday, 6 June 2007 
 
Employee  means accrued but unpaid annual leave and statutory long service leave 
Entitlements  entitlements of employees of Thebe who accept an offer of employment from 

Playcorp  
 
Group   means the Company and its controlled entities 
 
Homewares  means the Australian and New Zealand homewares business owned and 
Business  operated by Thebe (excluding Thebe's nursery, agency and Sabco businesses) 
 
Independent  means the report prepared by Pitcher Partners Corporate Pty Ltd for the purpose 
Expert Report  of complying with the requirements of ASX Listing Rule 10.1 
 
Lew Custodians  means S. Lew Custodians Pty Ltd ACN 006 259 954 
 
Lew Group  has the meaning in paragraph 2(1) of this Explanatory Memorandum 
 
Listing Rules  means the rules of the ASX, as applicable to the Company, from time to time 
 
Notice   means the Notice of General Meeting which this Explanatory Memorandum 

accompanies 
 
Ordinary Shares  means fully paid ordinary shares in the capital of the Company 
 
Playcorp  means Playcorp Group of Companies Pty Ltd ACN 115 163 025 
 
Port Melbourne  has the meaning in paragraph 2(5) of this Explanatory Memorandum 
Premises 
 
Premier  means Premier Investments Limited ACN 006 727 966 
 
Purchase Price  means the sum of A$11,000,005 adjusted for the Employee Entitlements and the 

Stock Adjustment Amount  
 
 
Sale Agreement  means the Sale of Business Agreement dated 16 March 2007 (as varied by Deed 

of Variation dated 19 April 2007) between Thebe, Playcorp, the Company and 
Century Plaza Investments Pty Ltd ACN 006 640 115 
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Shareholders  means the holders of Ordinary Shares 
 
Stock Adjustment means the amount (if any) determined in accordance with the provisions of the 
Amount  Sale Agreement 
 
Thebe   means Thebe International Pty. Limited ACN 082 133 917, a wholly-owned 

subsidiary of the Company 
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26 April 2007 

The Directors 
Housewares International Limited 
461 Plummer Street 
PORT MELBOURNE VIC 3207 

Dear Sirs 

INDEPENDENT EXPERT REPORT 

Introduction 

Thebe International Pty Ltd (Thebe), a wholly owned subsidiary of Housewares International Limited (HWI or the 
Company), entered in a Sale of Business Agreement on 16 March 2007 with Playcorp Group of Companies Pty 
Ltd (Playcorp) and Century Plaza Investments Pty Ltd (Century Plaza) to sell the Australian Homewares business 
(the Proposed Transaction). The Agreement constitutes an asset sale for specific assets of the Homewares 
business, with the consideration for the assets being $11,000,005 in cash, payable over a six month period. 

You have requested Pitcher Partners Corporate Pty Ltd (Pitcher Partners) to prepare an Independent Expert 
Report advising whether the Proposed Transaction is fair and reasonable to the non-associated shareholders of 
HWI. 

Purpose of Report 

The Independent Expert Report is required pursuant to the ASX Limited’s (ASX) Listing Rule 10.1 in order to 
assist the non-associated shareholders in their decision whether to accept or reject the Proposed Transaction.  
ASX Listing Rule 10.10.2 requires that the Notice of General Meeting to approve the Proposed Transaction be 
accompanied by a report from an Independent Expert, stating whether the Proposed Transaction is fair and 
reasonable to the non-associated shareholders. 

This report is to be included in the Notice of Meeting to be sent to the Company’s shareholders and has been 
prepared for the exclusive purpose of assisting non-associated shareholders of the Company in their 
consideration of the Proposed Transaction.  This report may not be used for any other purpose. 

Opinion 

In our opinion, the Proposed Transaction is fair and reasonable to the non associated shareholders.  The principal 
factors we have taken into account in forming our opinion are discussed in detail in the remainder of our report.  
The above opinion should be considered in conjunction with, and not independently of, the information set out in 
the remainder of this report, including the appendices. 

The opinion of Pitcher Partners is based on economic, market and other conditions prevailing at the date of this 
report. This opinion should be read in conjunction with the attached report and the Explanatory Memorandum 
forming part of the Notice of General Meeting of the Company. 

Yours faithfully 

PITCHER PARTNERS CORPORATE PTY LTD 

Piera Murone      Matthew Pringle 
Director - Valuations &      Executive Director 
Transaction Services  
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1. THE PROPOSED TRANSACTION 

1.1 Summary of Proposed Transaction 

Thebe and HWI entered in a Sale of Business Agreement with Playcorp and Century Plaza on 16 March 2007 to 
sell the Australian Homewares business of Thebe to Playcorp.  A Deed of Variation to the Agreement was signed 
on 19 April 2007 amending some of the terms of the Agreement.  These agreements are collectively referred to 
as the Agreement. 

Under the Agreement the consideration payable by Playcorp for the assets is $11,000,005 less an amount equal 
to 70% of the employee entitlements relating to transferring employees, plus or minus any stock adjustments.  
The purchase price is payable over three payments as follows: 

• one third of the price, minus any adjustment for employee entitlements, is to be paid at completion; 

• one third of the purchase price, plus or minus any adjustment for stock,  is to be paid three months after the 
completion date; and 

• one third of the purchase price is to be paid six months after the completion date. 

The consideration, prior to any adjustments, is to be apportioned to the assets as follows: 

• stock - $11,000,000; 

• IP Assets - $1; 

• plant and equipment - $1; 

• business records - $1; 

• right, title and interest in and to any contracts which the Homewares business is a party to but which have not 
been fully performed at the date of the Agreement - $1; and 

• goodwill - $1. 

The consideration for the stock is based on the stock on hand as at 20 February 2007 of $13,696,774 as 
disclosed in the “Stock Data File” provided by Thebe during due diligence.  The Agreement contains a mechanism 
to adjust the consideration payable, based on the movements in stock between the 20 February 2007 and 
completion date.  The formula for adjusting stock is as follows: 

A = B – C 

Where: 

A is the stock adjustment amount; 

B is the value of the stock, as identified by the stock-take to be undertaken as at completion date, determined by 
multiplying the number of units of each such stock keeping unit (SKU) by its landed cost price; and 

C is $13,696,774. 

In addition to the above, Playcorp Pty Ltd will be granted by Breville Pty Ltd (Breville), a wholly owned subsidiary 
of HWI, an exclusive, non-transferable license to use the “Breville Home” trademark in connection with non-
electrical goods in Australia and New Zealand for a period of three years.  In consideration of the granting of the 
license, Playcorp will pay Breville an annual license fee of 5% of the net sales from products that use the 
trademark, or a minimum of $150,000, whichever is the greater. 

Specific excluded assets from the sale comprise debtors, cash at bank and cash equivalents. No liabilities will be 
transferred, other than those relating to stock on order at completion date, any obligations and liabilities relating to 
returns of certain stock or under the contracts referred to above, and, employee liabilities relating to employees 
transferred with the business.  Playcorp has not yet finalised its assessment of the number of employees to be 
transferred.  Prior to completion Playcorp will determine which employees they require and will negotiate 
employment contracts with each of the employees going forward on terms equal to or more favourable than 
current employment terms.  Severance payments for employees not being transferred will remain the liability of 
Thebe. 



Housewares International Limited  

Page 2 

The sale of the assets relating to the Homewares business is conditional upon the shareholders of HWI approving 
the sale in accordance with the requirement of ASX Listing Rule 10.1.  Should this condition not be satisfied by  
30 June 2007, or such later date agreed in writing, then at the option of Playcorp or Thebe, the Agreement may 
be terminated by giving fourteen days notice.  

1.2 Indemnity from Playcorp 

Between the time of signing the Sale of Business Agreement on 16 March 2007 and the completion date (the 
Interim period), Playcorp has agreed to indemnify Thebe in respect of all losses incurred by Thebe in running the 
Homewares business.  Similarly, any profits made by the Homewares business during the Interim period will be 
assigned to Playcorp.  Should the Agreement be terminated, any profits or losses will remain that of Thebe. 

1.3 Bluestar Logistics Agreement 

Thebe entered into a Services Agreement  with Bluestar Logistics Pty Ltd (Bluestar) in September 2006 pursuant 
to which Bluestar is to provide freight services to Thebe’s Homewares business and Sabco business for the two 
year period commencing 1 September 2006, at a minimum rate of $245,000 per month.  

Subject to Bluestar’s agreement, Playcorp has agreed with Thebe to utilise these freight services on the basis 
that, for the balance of the term of the agreement with Bluestar,  Playcorp will be liable on a monthly basis, for the 
greater of the invoices rendered by Bluestar to Playcorp for freight services provided by Bluestar to Playcorp and 
$122,500.  We have been advised by the directors of HWI that the purchaser of the Sabco business has agreed 
to continue using the freight services provided by Bluestar to the Sabco business, therefore reducing (and 
possibly eliminating altogether) any residuary liability that may be owed by Thebe to Bluestar. 

1.4 Sublease of Properties 

Under the terms of the Agreement Playcorp has agreed, subject to the consent of the landlord, to sublease part of 
Thebe’s premises at 437- 461 Plummer St, Port Melbourne.  Under the sub-lease Playcorp will be liable to pay all 
rent and outgoings in respect of the area occupied.  The sub-lease is to commence at completion for a period of 
12 months, with rental being set at $1,150,000 per annum plus GST and subject to a rental increase at 30 June 
2007 in line with the head lease. 

1.5 Guarantees 

Century Plaza has guaranteed Playcorp’s obligations under the Agreement and HWI has guaranteed Thebe’s 
obligations under the Agreement. 

2. INDEPENDENT EXPERT REPORT 

2.1 Purpose of the Report 

ASX Listing Rule 10.1 requires a listed entity to obtain approval of the holders of its ordinary securities if it 
proposes to acquire or dispose of a substantial asset from or to a related party, a subsidiary, a substantial holder, 
an associate of any of the aforementioned, or a person whose relationship with the listed entity or any of the 
aforementioned is such that, in the ASX's opinion, the transaction should be approved by its members.   

ASX Listing Rule 10.2 states that an asset is substantial if its value is five percent or more of the equity interests 
of the entity as set out in the latest financial statements given to the ASX. 

With respect to the Proposed Transaction: 

• it is proposed that the assets of the Homewares division be sold to Playcorp.  The ultimate holding company of 
Playcorp is S. Lew Custodians Pty Ltd.   S. Lew Custodians Pty Ltd currently has a relevant interest in HWI
equal to 26.8% of HWI.  Hence, Playcorp is an associate of a substantial holder in HWI; and 

• the value of the assets being sold is greater than five percent of the equity of HWI as at 31 December 2006, 
which at the time were $123.8 million.  

Consequently, the Company is required to seek approval of the Proposed Transaction from its non-associated 
shareholders pursuant to ASX Listing Rule 10.1. 
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ASX Listing Rule 10.10.2 requires that the Notice of General Meeting to approve the Proposed Transaction 
pursuant to ASX Listing Rule 10.1, be accompanied by a report from an Independent Expert, stating whether the 
Proposed Transaction is fair and reasonable to the non-participating shareholders.  Pitcher Partners has been 
appointed by the Company to prepare such a report. 

2.2 Assessment of Fairness & Reasonableness 

The Act and the ASX Listing Rules do not provide a definition as to the meaning of fair and reasonable.  However, 
guidance is provided by the Policy Statements (PS) and Practice Notes (PN) issued by the Australian Securities 
and Investments Commission (ASIC), which establish certain guidelines in respect of independent expert reports 
required under the Act.   

PS 75 “Independent Expert Reports to Shareholders” (PS 75) provides guidelines in determining whether a 
transaction is fair and reasonable for the purpose of reports under Section 640 of the Act relating to takeover 
offers.  PS 75 draws a distinction between “fair” and “reasonable”.  An offer is fair if the consideration is equal to 
or greater than the value of the securities subject to the offer.  The comparison must be made assuming 100% 
ownership of the target company irrespective of the percentage holding of the bidder or its associates in the target 
company.   

PS 74 “Acquisitions agreed to by shareholders” provides guidelines in determining whether a transaction is fair 
and reasonable for the purpose of reports under Section 611 of the Act.  PS 74 states that what is fair and 
reasonable for non-associated shareholders should be judged in all the circumstances of the proposal, with a 
comparison made of the likely advantages and disadvantages for the non-associated shareholders if the proposal 
does or does not proceed.  

In determining whether the Proposed Transaction is fair and reasonable we have: 

• estimated the value of the Homewares business; 

• assessed the fairness of the Proposed Transaction by comparing the Homewares business to the 
consideration being offered by Playcorp; and 

• assessed the reasonableness of the Proposed Transaction having regard to the potential advantages and 
disadvantages to the non-associated shareholders of the Proposed Transaction. 

2.3 Current Market Conditions 

Our opinion is based on economic, market and other conditions prevailing at the date of this report.  Such 
conditions can change significantly over relatively short periods of time.   

3. PROFILE OF HOMEWARES 

3.1 Brief History 

The Homewares business is a division of Thebe, which in turn is a wholly owned subsidiary of HWI.  HWI listed 
on the ASX in May 1999.  At the time of listing HWI’s operations comprised a homewares business in Australia 
and the USA as well as a small electrical business in Australia.  The business has since grown both organically 
and through a number of acquisitions.    

Major events since listing include: 

• 1999 – The Liddy Group was acquired, including the services of Ms Alexandra Liddy.   

• 2001 – Breville was acquired, which became the backbone of HWI’s electrical business.  A joint venture was 
entered into with a Canadian entity to establish a homewares business in Canada, in which HWI has a 50% 
interest. 

• 2002 – The original electrical business, which comprised the Ronson and Goldair brands, moved its 
operations to Sydney. 

• 2003 – Sabco was acquired.  Sabco is a wholesaler of cleaning products to major retailers and large 
independents. 

• 2005 – HWI exited the ceramics and glassware operations as part of a formulated strategy to focus on core 
areas of tabletop and kitchenware and to exit categories that had become commoditised.  Late 2005, the 
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merchandising and sales departments relocated to Sydney, with a number of staff in Melbourne being made 
redundant.  Mr William Wavish was appointed Executive Chairman of HWI. Sabco acquired Britette, a 
wholesaler of cleaning products to commercial cleaners and was incorporated into the Sabco business. 

• Late 2005 to 2006 – As part of the strategy to focus on core areas of tabletop and kitchenware, management 
carried out a review of Homewares product offering and the decision was made to reduce the number of 
SKU’s offered from 4,500 to 2,800.  The Homewares business cleared discontinued lines through their normal 
distribution network.  The project took longer than anticipated with discontinued stock continuing to be sold in 
2007.  A number of senior members of the Homewares management team departed the business. 

• 2007 – Currently acquiring balance of Canadian joint venture.  Sabco business sold to a third party. 

HWI currently has two arms, the Electrical division and the Homewares division.  The Homewares division 
operates under Thebe and incorporates cookware, kitchenware and tabletop.  Thebe also incorporates the 
nursery division and until recently incorporated the Sabco division. 

3.2 Operations 

The Homewares division of Thebe currently comprises three categories as follows: 

• Cookware; 

• Kitchenware; and 

• Tabletop. 

The sale of cookware products, which includes items like saucepans and frypans, generates approximately 75% 
of the Australian Homewares’ sales.   Major cookware brands, all owned by Thebe, sold by the Homewares 
business include Baccarat, Arcosteel and Breville Home. Breville Home is a product range exclusive to Myer.  
Management’s views of the brand positioning of Homewares cookware brands against its competitors are set out 
in the diagram below: 
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The kitchenware category is the second largest revenue generator within the Homewares business, contributing 
to around 15% of the sales in the division.  The kitchenware range includes items such as kitchen utensils, salt 
and pepper shakers and grinders and coffee plungers, which are sold under the brands of Arcosteel and 
Baccarat. 

The tabletop category contributes around 10% of the sales in the Homewares business.  The tabletop range 
includes items such as fine bone china dinnerware and ceramic and melamine servingware, sold under the Alex 
Liddy and Breville Home brands.  The tabletop division previously sold ceramic dinnerware and glassware, 
however, management made the decision to exit from this market in 2005.  Management’s views of  the product 
positioning of the Alex Liddy brand is as follows: 
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3.3 Brands 

Baccarat 

Baccarat is the Homewares business mid range product in the cookware and kitchenware categories.  The 
Baccarat range is targeted towards females aged 30 to 50 requiring everyday use cookware or kitchenware 
product.   

The brand has a reputation for being reliable and dependable and is competitively priced.  The Baccarat 
cookware range can be purchased singularly at a retail price of between $50 and $130 or as a set, which range 
from $230 for a three piece set through to $660 for a nine piece set.   

Kitchenware products comprise such items as cutlery, coffee plungers, tea pots, chopping boards, knife blocks, 
and canisters ranging in price from $10 to $100.   

The Baccarat brand generates the majority of its sales from the sale of cookware, as evidenced in the following 
chart: 

72%

28%

Cookware Kitchenware 

Competitors of the Baccarat range include: 

• Esteele  

• Jamie Oliver 

• Scan Pan 

• Caphalon 

• Tefal
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Arcosteel  

Arcosteel is the Homewares business entry level product and is targeted towards the more budget conscious 
customer.   

The Arcosteel brand has been in the Australian market for more than 25 years and has developed a reputation as 
a brand that provides value for money.  The Arcosteel product range can be purchased singularly at a retail price 
of between $40 and $145 or as a set, which range from $115 for a three piece set through to $325 for a nine 
piece set.   

Kitchenware products comprise such items as knives, knife blocks, kitchen utensils, coffee pots, tea pots and 
flasks ranging in prices from $5 to $55 on average.   

The Arcosteel brand generates the majority of its sales from the sale of cookware, as evidenced in the following 
chart: 

73%

12%

9%

6%

Cookw are

Preparation

Serving

Store

Competitors to the Arcosteel brand include: 

• Raco 

• Gabrielle Gate 

• Tefal 

• Evans & Taylor 

• Chief and Woman’s weekly 

• Wiltshire 

• Home brands from major retailers

Breville Home 

Breville Home is the Homewares business high end cookware and kitchenware range which is sold exclusively 
through Myer. 

The Brand is targeted towards women aged 25 to 40, who are brand conscious. Product sales of the Breville 
Home brand have been supported by existing consumer confidence in the Breville brand.  The Breville Home 
cookware range can be purchased singularly at a retail price of between $60 and $150 or as a set at from $250 
for a six piece stainless steel set to $329 for a five piece colour set.   

Kitchenware products comprise such items knives and knife blocks, cutting boards, mixing bowls, teapots and 
coffee pots ranging in price from $9 to $60 on average.   

The Breville home brand generates the majority of its sales from the sale of cookware, as evidenced in the 
following chart: 
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63%

37%
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Competitors of the Breville Home brand include: 

• Esteele 

• Circulon 

• Anolon 

• Raco 

• Jamie Oliver 

• Scan Pan 

• Le Creuset

Alex Liddy 

The Alex Liddy branded products offer modern and affordable dinnerware and servingware in fine bone china and 
melamine. 

The target audience of the Alex Liddy brand is females between the ages of 25 and 40, who are house proud 
entertainers and enjoy the finer things in life.  Alex Liddy products are designed to be functional, yet fashionable, 
with the ability to be used daily.  Products in the Alex Liddy range have won awards for design and regularly 
appear in fashion magazines.  They are reasonably priced with a recommended retail price of between $89 and 
$99 for a 16 to 20 piece dinner setting.   

Competitors of the Alex Liddy brand include: 

• Salt & Pepper  

• Rhubarb 

• Maxwell & Williams 

3.4 Customers 

Customers of the Homewares business can be categorised into three main areas: 

• Major Retailers (Myer, K Mart, Target, Spotlight, Harris Scarfe and Big W); 

• Large Independents (Chain independents with a central buying division); and 

• Small Independents (Suburban retail outlets that are owner managed). 

Approximately 60% of the revenue is derived from the major retailers, with the balance being derived from the 
independents, with the Victorian/Tasmanian region contributing the largest independent sales.   

The top 10 customers of the Homewares business contributes 59% of the Homewares business sales, with the 
top three customers generating 40% of total sales.  Each of the major retailers have dedicated account managers, 
whilst the independents are serviced by general sales staff.    Other sales channels include pinpoint marketing 
and TVSN, a television shopping network.   

3.5 Suppliers 

The Homewares business obtains its products from a range of suppliers, mainly from China.  The top 10 suppliers 
supply approximately 41% of products to the Homewares business with the single largest supplier providing 
approximately 20% of product to the Homewares business.  
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3.6 Warehouse and Offices 

The Homewares business currently has operations in each state excluding Tasmania, with its head office located 
in Melbourne.  Each of the cities operate from leased premises which are shared with other HWI businesses.  The 
activities undertaken in each state and lease details are summarised below: 

Locations 

City Operations Lease Term Lease Payments 

Melbourne Head office, distribution, sales, shared services, corporate 

offices and warehouse shared with Sabco division 

Dec 04 to Jul 2019 $1.9 million + 
outgoings 

Brisbane Distribution, sales 

Offices and warehouse shared with Sabco and minimally 
with Breville division 

Apr 04 to Mar 2015 

$498,000 + 
outgoings 

Sydney Sales, marketing and merchandising, payroll, corporate 

offices shared with Breville division 

Utilise space 
leased by the 
electrical division 
at no cost. 

Adelaide Sales 

Offices shared with Breville division 

June 03 to June 08 $85,000 + 
outgoings 

Perth Sales 

Offices shared with Breville division 

Month to month $231,000 + 
outgoings 

  

As discussed earlier, under the Agreement, Playcorp will, subject to the consent of the landlord, sublease a 
portion of Thebe’s premises in Port Melbourne for a period of 12 months after completion of the Proposed 
Transaction.  After this time Thebe will need to secure a third party to sublease the premises for the balance of 
the lease, being 11 years.  

It is not proposed that the Brisbane lease will be taken over by Playcorp and therefore Thebe will also need to 
sublet this property to a third party.   

The Sydney, Adelaide and Perth premises will continue to be utilised by Breville. 

3.7 Management Structure 

The management structure of the Homewares business is illustrated in the diagram below: 

A brief summary of the experience of the management team follows: 

Mr Kevin Wardle 

Mr Wardle joined HWI in February 2006 as the National Sales Manager of the Homewares business in Australia 
and New Zealand.  In December 2006 Mr Wardle was promoted to the role of General Manager, Sales and 
Marketing.  Prior to commencing employment with HWI, Mr Wardle has held a number of senior sales and 
marketing positions with large companies in Australia and New Zealand.  Mr Wardle also holds a Master of 
Business Administration (MBA-Executive). 
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National Sales Manager 

This role is currently not filled. 

Ms Tasha Atkinson 

Ms Atkinson joined the Homewares business in June 2005 as the International Marketing Manager.  Prior to 
joining the Homewares business Ms Atkinson held numerous sales and marketing positions in Australia and the 
United Kingdom and was exposed to sales and marketing activities in the Asia Pacific Region. 

Mr Craig Holland 

Mr Holland joined the Homewares business in April 2005 as the Category Product Manager.  Prior to joining the 
Homewares business, Mr Holland spent three years at Harris Scarfe as the Senior Buyer of Cutlery, Kitchenware 
and Cookware.  He had previously spent sixteen years in the retail industry assuming various sales positions. 

Ms Stephanie Peska 

Ms Peska joined the Homewares business as a category manager for the kitchenware and cookware ranges in 
March 2006.  Prior to joining the Homewares business Ms Peska held numerous marketing positions in both 
Australia and the United States of America. 

Ms Desiree` (Desi) Doran 

Ms Doran joined the Homewares business in November 2005 as the Marketing Services Manager.  Prior to 
joining Homewares, Ms Doran’s experience included marketing roles in Australia and South Africa.   

Mr Dimitri Svoronos 

Mr Svoronos joined the Homewares business in 2003 as the Packaging Art worker.   

3.8 Strengths and Weaknesses 

Management of the Homewares business identified the following key strengths across all brands and products: 

• agile and flexible structure to meet retailers requests; 

• merchandising team capabilities; 

• in touch with customer needs; 

• relationships with larger retailers; and  

• dominance in the cookware category. 

Management have identified the following weaknesses associated with the Homewares business: 

• high overheads, particularly the leases for the premises; 

• inadequate business processes; and 

• poor inventory management systems. 

3.9 Financial Information 

A summary of the unaudited profit and loss for the Homewares business for the financial years ended 30 June 
2004 to 30 June 2006, together with the forecast results for the year ending 30 June 2007 are summarised below.  
We note that separate financial statements for the Homewares business are not prepared by HWI.  The 
information has been extracted by management from various management accounts of Thebe and represent 
managements best estimates of the financial performance of the Homewares business: 
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Summary Profit and Loss – 2004 to 2007 

12 months to 

30 June 2004 

$’000 

12 months to 

30 June 2005 

$’000 

12 months to 

30 June 2006 

$’000 

*12 months to 

30 June 2007 

$’000 

Gross Sales 87,608 66,949 54,924 45,632 

Cost of Goods Sold 52,986 39,934 34,307 27,611 

Gross Profit 34,622 27,014 20,617 18,021 

Gross Margin 40% 40% 38% 39% 

Direct variable expenses 9,584 7,324 6,667 7,155 

Contribution Margin 25,038 19,691 13,950 10,867 

29% 29% 25% 24% 

Less Expenses 16,590 15,601 12,178 

EBITDAR before non recurring items n/a 3,101 (1,651) (1,312) 

Occupancy expenses n/a 2,933 3,008 2,208 

Depreciation & amortisation n/a 744 971 799 

EBIT before non recurring items** n/a (576) (5,630) (4,318) 

* includes actual results to 31 December 2006 

** excludes non recurring items associated with restructuring, stock write offs and intangible write offs 

Source: Management  Accounts 

Gross Sales 

Over the last three years to 30 June 2006 and the forecast to 30 June 2007, gross sales have demonstrated a 
consistent downward trend.  The decline is partly attributable to the exit from the ceramics and glassware 
business in the 2005 financial year, coupled with a decision to reduce the number of SKU’s on offer from 4,500 to 
2,800 in 2006.  In addition, the business lost several agency brands including Staub, Spacebags, 
Soehnle/Leifheit, Silit and Felix.  A graph of the Homewares business monthly sales and gross profit for the period 
July 2003 to December 2006 is below: 
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The graph illustrates the decline, which has trended down almost on a monthly basis.  The decline in gross sales 
has resulted in corresponding decline in the gross profit.  In addition to the decline in gross profit, the gross 
margin as a percentage of gross sales has also declined from 40% in both the 2004 and 2005 financial years, to 
38% in 2006.  The decline in margin in 2006 reflected the sale of the discontinued ceramics and glassware 
products which have been sold at reduced margins.  Management have forecast gross margin to increase slightly 
in the 2007 financial year to 39%.  However, the results to 31 December 2006 indicate that the business has 
generated a gross margin of only 36%.   
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The direct variable costs comprise settlement discounts, volume rebates and marketing allowances.  Historically 
the direct variable costs represented 11% of gross sales in the 2004 and 2005 financial years, increasing to 12% 
in the 2006 financial year.  However, in the six months to 31 December 2006, direct variable costs increased to 
15% of gross sales and are forecast to increase to 16% of gross sales in the balance of the year.  The increase in 
direct variable costs reflects an increase in freight costs, co-op advertising rebates and mark downs.  Such 
expenses are a function of the customer mix and the trading terms that customers have with HWI.  In order to 
compete in an increasingly crowded space, retailers will seek to maximise their share of the rebates available.  
The customer mix of HWI  is skewed towards mass merchants who typically have more aggressive trading terms.  

The Homewares business has seen a decline in operating expenses over the period.  Operating expenses 
declined from $16.6 million in the financial year ended 30 June 2005 to $15.6 million in the year ended 30 June 
2006.  The decline of was attributable to the following: 

• a decline in the employee expenses.  Late 2005 the merchandising and sales department relocated to 
Sydney, with a number of staff in Melbourne being made redundant.  Whilst some staff were hired in Sydney 
to assist with this function, the total head count relating to the Homewares business reduced as this function 
was incorporated within the marketing function in Sydney; 

• a decline in administration costs.  A large proportion of the administration costs are variable in nature and 
have therefore reduced as a result of the decline in gross sales.  We note that included in the administration 
costs are legal fees of approximately $0.5 million which relate to an abnormal event which were not excluded 
from the normalised earnings above; and 

• a decline in foreign currency losses.   

In the 2007 financial year operating expenses are forecast to reduce to $12.2 million, a reduction of $3.4 million.  
The decline is primarily attributable to the following: 

• a further decline in employee expenses resulting from further redundancies; 

• a decline in marketing expenditure.  We have been advised that management took the view to reduce 
marketing expenditure in anticipation of the sale of the Homewares business; and 

• a decline in administration costs.  As stated above, a large proportion of the administration costs are variable 
in nature and have therefore reduced as a result of the decline in gross sales.  We note that included in the 
administration costs are further legal fees of approximately $0.5 million which relate to an abnormal event.  

Offsetting the reduction in operating expenses is an increase in the foreign currency loss.  Previously Thebe had 
had significant losses on foreign exchange which were deferred in the balance sheet as part of the cash flow 
hedge reserves. As the financial instruments to which these relate were closed out in the 2007 financial year, the 
associated losses were transferred into the income statement in the same period in which the hedged asset was 
realised. 

Occupancy expenses in the 2005 and 2006 financial years were approximately $3 million.  This has reduced in 
2007 to $2.2 million as a result of a reduction on reliance on outside storage and reduced third party logistics 
costs.  As stated previously, following the exit from the ceramics and glassware together with the move of Goldair 
and Ronson from Melbourne to Sydney, the Port Melbourne office space is now considerably underutilised by the 
Homewares business in Melbourne.  As this impacts on the performance of the division, management report this 
expense below the earnings before interest, tax, depreciation, amortisation and rental costs (EBITDAR). 

While the Homewares business was able to report an EBITDAR before abnormals of $3.1 million in 2005, this 
was reduced to a loss of $1.7 million in the 2006 financial year and is forecast to make a loss of $1.3 million in the 
current financial year.  After taking into account the rental costs and the depreciation costs, EBIT before 
abnormals reduced from a loss of $0.6 million in 2005 to a forecast loss of $4.3 million in the 2007 financial year.  
The decline is primarily a function of the reduction in gross sales, without a corresponding reduction in overheads.  
As stated previously the 2006 and forecast 2007 contain legal fees of approximately $0.5 million.  Adjusting for 
these amounts would reduce the losses to $5.1 million and $3.8 million respectively. 
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4. INDUSTRY PROFILE 

4.1 Introduction 

Set out below are extracts from IBISWorld Industry Report (IBISWorld) on Household Good Wholesaling in 
Australia, dated 1st September 2006.  The IBIS report details companies whose operations involve wholesaling 
china, glassware, domestic hardware, garden tools or supplies.  No industry data was available in respect of the 
cookware or kitchenware specifically either in the IBIS report or through other channels.  

4.2 Market Size 

In 2004-05 industry revenue was estimated at $2.3 billion.  Hardware stores and houseware retailers are the 
industry’s largest buyer group accounting for an estimated 38% of purchases, followed by department stores, 
representing 25% of purchases.  Supermarkets, direct trade sales and garden suppliers make up the remainder.  

Major Market Segments

Hardw are and 
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Retailers
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4.3 Product Segmentation 

The major products of this industry include tools and other household durables representing 34% of industry 
revenue, followed by household utensils representing 21.5% and tableware representing 10%.  It would appear 
that cookware is contained within “Household Utensils”.  

Major Product Segments

Tools and Other 
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1.4%
Gardening Tools
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4.4 Geographic Spread 

Whilst all states are involved in the wholesale of household goods, it is heavily concentrated along the eastern 
states, with New South Wales and Victoria accounting for around 41% and 27.6% respectively.    
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Share by State
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4.5 Key Participants 

The key participants in the industry are McPherson’s Limited (McPhersons), Mitre 10 Australia Ltd (Mitre 10), 
Tupperware Australia Pty Ltd (Tupperware) and HWI. The table below illustrates their market share in Australia. 

Market Share 

Major Player  Market Share in 
Australia 

McPherson’s Limited   11.00% - 12.00% 

Mitre 10 Australia Ltd  10.00% - 11.00% 

Tupperware Australia Pty Ltd  3.50% - 4.50% 

Housewares International Limited  4.20% 

McPhersons 

McPhersons is divided into two main divisions, housewares and printing.  The McPhersons housewares division 
sells a wide range of consumer houseware products.  The division is responsible for the marketing of a wide 
range of kitchenware products within Australia and internationally.  The majority of products sold are imported 
from operations in Hong Kong.    

Mitre 10  

Mitre 10 sells a range of products across a number of different industries including gardening/nursery supplies, 
farm produce, building supplies, do-it-yourself renovator supplies, and household supplies.   

Tupperware  

Tupperware is one of the world’s leading direct selling companies with close to one million independent sales 
people supplying food storage containers, microwave cookware and children’s toys.  The company operates in 
two industry segments being plastic products and steel moulds.   

In addition to the above companies, there are a number of other significant players in the industry including 
Waterford Wedgwood Australia Limited, a wholesaler and retailer of crystal and china, owned by British-based 
Waterford Wedgwood PLC. 

4.6 Basis of Competition 

IBISWorld reports that competition in this industry is medium and is impacted by: 

• Price: competition has meant that wholesalers need to offer other services, such as computerised inventory 
control, pre-coding and pre-pricing of stock, in order to differentiate themselves and reduce the emphasis on 
price competition. 
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• Range of services: provision of a wide range of services to retail clients ranging from advice on store layout, 
staff training, promotional support as well as providing volume discounts, provides a competitive advantage. 

• Product range: suppliers with exclusive distribution rights or multiple brands have advantages over wholesales 
that do not.  

• Storage and distribution efficiencies: suppliers who can store and distribute products more cheaply, have 
higher profits and can offer lower prices to retailers. 

4.7 Barriers to Entry 

The barriers to entry in this industry are low.  There are no licensing or other Government regulatory restrictions 
that prevent firms from entering the industry.  There are also no resource constraints significant enough to prevent 
firms from entering the industry. 

4.8 Key Sensitivities 

The key sensitivities affecting the performance of the industry include: 

• Competition from retailers – retailers may choose to import private labels directly from Asia. 

• Competition from substitutes – the emergence of retail chains and buying groups has led to increased 
competition from substitute products.  

• Exchange rates – exchange rate movements affect the price of imports and exports and the industry is 
affected as imported goods account for a high proportion of goods traded.   

• Real household disposable income – household goods are considered ‘normal goods’ for consumption 
purposes and therefore their consumption increases as the growth rate of income increases. 

4.9 Key Success Factors 

The key success factors that influence the performance of the industry are: 

• close working relationship with overseas manufacturers; 

• guaranteed supply of products;  

• strong relationship with major retailers; 

• marketing expertise; 

• good technical knowledge of the product; 

• access to skilled workforce; 

• ability to control stock on hand; and 

• production of goods currently favoured by the market. 

4.10 Historical and Current Performance 

In 2003-04 strong downstream demand and high consumer sentiment helped to underpin industry revenue growth 
of 6.6 percent, to $2.28 billion. Whilst the underlying economic indicators pointed towards strong demand for 
household goods, a higher Australian dollar resulted in the Trade Weighted Index increasing by 14.3 percent, 
which significantly reduced the purchase costs for wholesalers and ultimately the end price for retailers and 
consumers. An Australian dollar appreciation made imported goods more attractive at a time when consumers 
were spending, however the decrease in price was not met by an equal or greater increase in industry demand at 
a wholesale level, resulting in revenue growth trending slightly lower for the year.   

IBISWorld estimates that the industry achieved revenue growth of 23 percent during the five year period ending 
2004-2005, which represented an annualised real growth rate of 4.2 percent per annum. Favourable industry 
revenue growth was attributed to strong downstream demand that was primarily driven by real disposable income 
growth, increased dwellings and strong consumer sentiment.   

4.11 Outlook 

IBISWorld forecasts the industry to achieve revenue growth of 1.2 percent during the outlook period ending 2007-
10, which will represent an annualised growth rate of 0.2 percent per annum. Industry revenue is forecast to 
underperform relative to the current performance period, as some industry demand from downstream industries 
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will be transferred to manufacturers and wholesalers based overseas, so as to reduce purchase costs and 
improve gross margins.   

In 2006-07 IBISWorld forecast industry revenue to increase by 1.5 percent and then decrease by 1.6 percent in 
2007-08. Weaker industry revenue will not necessarily be because of a lack of downstream demand but more so, 
because retailers will continue to bypass the wholesale middle man to reduce purchase costs.  

Real wage growth in 2008-09, will be facilitated by strong employment growth in 2007-08. This will help drive 
industry revenue 1.7 percent higher in 2008-09. IBISWorld anticipates that by this time the industry will enter the 
decline stage of its life cycle, with value added falling faster than industry revenue. 

 In 2009-10, IBISWorld forecast industry revenue to contract by 2.2 percent.  The unemployment rate is forecast 
to remain stable at 4.3 percent, with real wage growth expected to lead to inflationary pressures. Any further 
interest rate rises will strain retail sales given household debt is expected to remain high.    

5. ASSESSMENT OF FAIRNESS 

5.1 Overview 

In assessing whether the Proposed Transaction is fair to the non-associated shareholders, we have:   

• estimated the value of the Homewares business of Thebe; and 

• assessed the fairness of the Proposed Transaction by comparing the value of the Homewares business to the 
consideration being offered by Playcorp.   

5.2 Valuation Approach 

In establishing the market value of the Homewares business we have considered the following valuation 
approaches: 

• Capitalisation of future maintainable earnings; 

• Discounted cash flow; 

• Asset based methodologies; and 

• Industry specific methodologies. 

Capitalisation of Future Maintainable Earnings 

The capitalisation of future maintainable earnings method capitalises future maintainable earnings using an 
appropriate multiple. The selection of multiple is undertaken by reviewing either guideline company data or 
mergers and acquisition data.   

In using guideline company data, a portfolio of public companies is selected based on comparability of the subject 
company from which valuation multiples and other analytics are calculated.  Multiples are then selected and 
applied to the subject entity to arrive at an indication of value.  The multiples derived for guideline companies are 
based on share prices reflective of the trades of small parcels of shares. As such, they generally reflect multiples 
reflective of the prices at which portfolio interests change hands. That is there is no premium for control 
incorporated within such pricing. They may also be impacted by the level of liquidity in trading of the particular 
stock.  

The same principles apply to the mergers and acquisitions data, however the multiples derived are based on an 
analysis of recent trades of entire companies rather than minority trades of listed companies.  This approach also 
looks at implied multiples from trades in the subject entity’s own equity and potential offers by alternative 
acquirers.  In respect of the latter, this involves considering the premium price that an alternative acquirer is 
prepared to pay for a business as a result of potential economies of scale, reduction in competition and synergies 
with existing operations or other factors. 

Discounted Cash Flow 

The discounted cash flow methodology has regard to the expected future economic benefits discounted to 
present value.  This is considered appropriate where a forecast of future cash flows can be made with a 
reasonable degree of certainty.  This approach is particularly relevant to the valuation of a business in its early 
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growth stage but is equally applicable to any business with expectations of significant growth or with volatility in 
cash flows. 

In undertaking the discounted cash flow methodology regard is generally had to: 

• the projected future cash flows;  

• an appropriate discount rate; and 

• the perpetuity or terminal value, if any. 

Asset Based Approach 

The asset based approach determines the value of the shares having regard to the market value of the underlying 
assets and liabilities thereof.  This approach includes the following methodologies: 

• going concern method; 

• orderly realisation method; and 

• liquidation method. 

Under a going concern method, the value is derived by assessing the market value of every asset and liability on 
a going concern basis.  This may include a premium to reflect the value of intangible assets not recorded on the 
balance sheet, if appropriate, to reflect market position, profitability and overall attractiveness of business.  The 
net asset value, including any premium, can be matched to the net asset value recorded in the balance sheet, to 
give a price to net assets, which can then be compared to that of similar transactions or quoted companies.  A net 
asset or cost based methodology is most appropriate for businesses where the value lies in the underlying assets 
and not the ongoing operations of the business (eg. real estate holding companies).  

The orderly realisation method has regard to the amount that would be distributed to shareholders on the 
assumption that the entity would be liquidated with the funds realised from the sale of its assets, after payment of 
all liabilities including realisation costs and taxes, being distributed to shareholders.   

The liquidation method is based on the same principles except that in the orderly realisation method, the assets 
are realised in an orderly manner, whereas, the liquidation method assumes that the assets are sold within a 
shorter time frame.   

Industry Specific Methodology 

Depending on the industry in which the business operates, an industry specific approach may be appropriate in 
assessing value.  Industry specific methodologies typically involve the application of a ‘rule of thumb’, which is 
accepted within the industry as an appropriate basis for benchmarking value. 

Industry specific methodologies typically involve the application of a multiplier to an operating metric such as 
revenue, customer numbers or funds under management. The multiplier applied is determined with reference to 
common perception in the market, which is supported through empirical evidence from recently completed 
transactions. 

An industry specific methodology is most appropriate as a cross-check of the value determined by applying one of 
the above methodologies as a primary methodology. 

Selection of Approach & Methodology 

The Homewares business has demonstrated a continuing decline in earnings over the past few years and is 
currently generating losses.  Forecast earnings for 2007 indicate expectations of continuing losses, not only at the 
EBIT level but at the EBITDAR level.  Consequently, we have not been able to value the business utilising the 
Capitalisation of Future Maintainable Earnings methodology.  

Further, forecasts beyond the current financial year have not been prepared by HWI for the Homewares business, 
and in any event, given the historic inability to meet budget, together with the difficult state of the homewares 
industry, management are of the view that it would be very difficult to prepare reliable projected cash flows.  We 
have therefore been unable to adopt the DCF methodology. 

We are not aware of any industry specific methodology that can be applied to this industry. 
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We have therefore utilised an asset based approach, using the orderly realisation of assets method.  We consider 
this approach reasonable given the lack of earnings and the lack of alternative offers for this business in excess of 
that offered by Playcorp.   

5.3 Value of Homewares Business 

The orderly realisation of assets approach requires:  

• review of the balance sheet of the Homewares business as at 28 February 2007 to identify asset and liabilities 
which require adjustment to book value to reflect the market value;  and 

• estimation of the costs associated with the orderly realisation including disposal costs, capital gains tax, 
redundancy costs and costs associated with continued operation during the period of orderly realisation. 

We have been advised that there is no balance sheet for the Homewares business on a stand alone basis.  
Accordingly, we have been provided with the receivables and inventory of the Homewares business as at 28 
February 2007, together with employee provisions at that date, being the most recently available financial 
information.  We have not been provided with creditors as these are not available for the Homewares business 
alone.  However these costs will be the same before and after the Proposed Transaction and have therefore been 
ignored. 

We have held discussions with management as to the amount they considered would be realisable for the assets 
in an orderly realisation of assets.  The book value of the assets and the amount expected to be realisable have 
been summarised in the following table: 

Assets & Liabilities 28 February 2007 

 Book Value $m Adjustment $m Value on Orderly 
Realisation $m 

    

Receivables  8.4 (0.8) 7.6 

Inventories – stock on hand and on order  22.1 (3.1) 19.0 

Plant and equipment – Homewares specific  2.1 (1.4) 0.7 

Leasehold improvements – 60% share  0.8 (0.8) Nil 

Intangible assets  Nil Nil Nil 

Provisions – direct employees  (0.2) (0.4) (0.6) 

Provisions – 60% shared services 
employees  (0.3) (0.7) (1.0) 

Contingent liability  (8.8) - (8.8) 

Operating lease liability  Nil (2.6) (2.6) 

Operating losses  Nil (5.5) (5.5) 

Total  24.1 (15.3) 8.8 

Source:  Management  

In arriving at the above amounts, management had regard to the following: 

• Receivables: 

In an orderly realisation, it is expected that the division would have difficulties in collecting some of its 
receivables, particularly from the small independents.  Management have estimated that 10% of the 
receivables may become uncollectible in an orderly realisation. Based on our experience in like scenarios, we 
are of the opinion that the assumptions adopted by management are not unreasonable. 

• Inventory: 

Inventory on hand as at 28 February 2007 was $13.3 million of which 29% related to stock over 12 months 
old.  In addition, at that date, the Homewares business had approximately $8.8 million of stock on order which 
could not be cancelled.  Management are of the view that in an orderly realisation of assets, 80% of the 
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inventory on hand and on order could be sold at cost and 20% of the inventory could be sold at 30% of cost, 
resulting in total realisation of $19 million or an adjustment of $3.1 million to the inventory value.  Based on our 
experience in like scenarios, we are of the opinion that the assumptions adopted by management are not 
unreasonable. 

• Plant and equipment: 

Management are of the view that in an orderly realisation of assets, 30% of the fixed assets book value could 
be realised and that it is unlikely that any value would be realised on the leasehold improvements. This would 
result in an adjustment of $1.4 million to the plant and equipment and $0.8 million to the leasehold 
improvements.  Based on our experience in like scenarios, we are of the opinion that the assumptions 
adopted by management are not unreasonable. 

• Intangibles 

The intangible assets of the Homewares business were written down in the balance sheet of Thebe as at 
31 December 2006 to nil.  The writedown was a result of the assessment undertaken in accordance with 
AASB136 as to carrying value of the intangibles.  HWI assessed that there was an indication that the assets 
may be impaired based on the offer received from a third party for the acquisition of the business at that date, 
and the lack of any other offers from interested parties.  

In an orderly realisation, where inventory is being disposed of at reduced prices, it would be unlikely that any 
value could be attributable to the brand names.  Furthermore, during the sale process, management did not 
receive any offers for the business where any value was offered for the intangibles.  In our opinion therefore it 
would be reasonable to ascribe a value of nil to the intangibles.  

• Provisions for employee entitlements: 

The book value of the provision relates to the annual leave and long service leave.  This includes an allocation 
for 60% of employees within shared services which would no longer be required following the orderly 
realisation of the Homewares business assets.  The adjustments relate to the severance payments to the 
employees following the orderly realisation of assets. 

• Contingent liability: 

As stated above, as at 28 February 2007 the Homewares business had approximately $8.8 million of stock on 
order which would be payable by Thebe should the Proposed Transaction not proceed.   

• Operating lease liability: 

It is likely that the premises in Port Melbourne, because of the size and terms of the lease, would require 
approximately 12 months to locate a sub-tenant.  Discussions held to date by management with local real 
estate agents indicate that the rentals being paid by Thebe are at market and it is expected that any sub-lease 
should be able to be achieved at the same rates.  Therefore, the initial liability with respect to the lease is 
estimated to be for a period of 12 months, assuming an orderly realisation of assets.   

The term of the lease however is for a further period of 12 years and therefore it is unlikely that a  sub-tenant 
would be located that is willing to sub-lease the premises for the full term.  Accordingly, it is estimated that 
there is the potential, depending on market conditions, for the premises to be vacant at a later stage which 
would require Thebe to meet the lease obligations.  For the purpose of this exercise, we have assumed a 
lease liability for a period of two years at a cost of $1.2 million per annum, being 60% of the liability as it is 
estimated that the balance would pertain to the Sabco business.  This results in an operating lease liability of 
approximately $2.4 million. 

An orderly realisation scenario would require sub-tenants to be identified for the Brisbane premises also.   We 
have been advised that discussions are currently underway with the purchaser of the Sabco business to sub-
lease the entire property.  Notwithstanding, as these discussions have not yet been finalised, for the purpose 
of this exercise, we have assumed a lease liability for a period of six to nine months, based on a cost of 
approximately $0.3 million per annum for 60% of the liability as it is estimated that the balance would pertain 
to the Sabco business.  This results in an operating lease liability of approximately $0.2 million. 

• Operating losses: 

Management estimate that it would take approximately 12 months to undertake the sale of assets on an 
orderly basis.  During this time, it is estimated that the business would continue to incur costs utilising the 
existing cost structure.  Costs, excluding occupancy are currently running at approximately $1 million per 
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month.  Management have estimated the total costs which would be incurred during the realisation period to 
be in the order of $5.5 million, excluding occupancy expenses.  This takes into consideration a gradual decline 
in the number of employees and other costs over the period.   

The above derives a value on an orderly realisation basis in order of $8.8 million. 

5.4 Value of Consideration 

The consideration offered by Playcorp is $11,000,005, based on the level of stock on hand as at 20 February 
2007.  As stated previously, $11,000,000 of the consideration is for the stock, whilst the balance is for the 
acquisition of the remaining assets other than the excluded assets.   

The above amount will be adjusted for movements in stock between 20 February 2007 and the date of 
completion.  As we are comparing the value of the consideration to the assets and liabilities of the HWI business 
at 28 February 2007, we have adjusted the consideration to incorporate the stock movements for the period from 
20 February 2007 to 28 February 2007, which we have been advised is a decrease of $0.4 million, reducing from 
$13.7 million as at 20 February 2007 to $13.3 million.   

The consideration will also be reduced for 70% of the annual leave and long service leave entitlements relating to 
the transfer of employees.  We have assumed in the low end of the value range that none of the employees will 
transfer, whilst at the high end of the value range that all the employees will transfer. 

In addition to the above, Playcorp will: 

• takeover 60% of the lease liability relating to the Port Melbourne premises for a period of 12 months from the 
date of completion; and 

• in the Interim period, indemnify Thebe in respect of all losses incurred in running the Homewares business.     

Separate to the above, Thebe will collect its own receivables and pay any redundancy payments.  We have 
assumed that the total amount of the receivables are likely to be collectible following the Proposed Transaction.   

The total amount estimated to be realised through the sale of the assets to Playcorp and the realisation of the 
remaining assets and liabilities is as follows: 

Value of Consideration & Realisation of Assets 

  Low $m High $m 

    

Playcorp Consideration:     

Inventories on hand   10.6 10.6 

Plant and equipment   Nil Nil 

Intangible assets   Nil Nil 

Operating lease    1.2 1.2 

Annual leave and long service payments after tax   Nil (0.4) 

  11.8 11.4 

Realisation of Other Assets & Liabilities:     

Receivables   8.4 8.4 

Redundancy payments   (1.1) Nil 

Operating lease liability   (2.4) (2.4) 

  4.9 6.0 

Total   16.7 17.4 

Source:  Management  
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5.5 Fairness 

The value ascribed to the Homewares business on an orderly realisation is in order of $8.8 million.  The value of 
the consideration proposed to be paid by Playcorp together with the amounts expected to be realised by Thebe 
for the remainder of the assets and liabilities is in the range of $16.7 million to $17.4 million. As the latter exceeds 
the range of values ascribed to the Homewares business on an orderly realisation basis, we consider the 
Proposed Transaction is fair.  

6. ASSESSMENT OF REASONABLENESS OF PROPOSED TRANSACTION 

6.1 Assessment of Reasonableness 

As stated in Section 2.2, the Independent Expert must compare the likely advantages and disadvantages of the 
Proposed Transaction on the basis that the Proposed Transaction proceeds or does not proceed. 

6.2 Advantages if the Proposed Transaction Proceeds 

The advantages to the non-associated shareholders if the Proposed Transaction proceeds are as follows: 

• HWI will receive cash consideration which will enable it to reduce its debt.   

• The sale of the Homewares business will rid the company of a division which is currently generating losses at 
the EBIT level of approximately $0.4 million per month (refer to table in Section 3.9).  Under the Agreement 
Playcorp has indemnified Thebe for any losses incurred by the business since the date of the Agreement. 

• The Proposed Transaction provides Thebe with one year from the date of completion to find an alternative 
party to sub-lease the Port Melbourne premises.  None of the alternative offers involved the potential 
purchaser taking over this lease.  Furthermore, in an orderly realisation scenario, the business would be 
required to continue to meet the lease obligations until such time as a sub-lessee was identified. 

• The poor performance of the division and the unsuccessful implementation of strategies to turn the business 
around has taken up management time and focus off its core business.  The sale of the business will enable 
HWI to focus on the higher revenue and earnings generating electrical business. 

• HWI has been approached by a number of parties indicating that they may be interested in making an offer for 
HWI.  The continuation of the Homewares business under HWI may act as a deterrent to the parties due to 
the continuing losses generated by the Homewares business.   

• There have been no alternative offers made for the business for a consideration in excess of that offered by 
Playcorp.  If HWI was to exit this business via an orderly realisation of assets, the return to HWI is likely to be 
substantially less than that generated as a result of the Proposed Transaction, particularly when taking into 
consideration the likely continued losses that would be generated by the business during the realisation 
process. 

6.3 Disadvantage if the Proposed Transaction Proceeds 

A disadvantage to the non-associated shareholders if the Proposed Transaction proceeds is that Thebe will be 
disposing of the Homewares business at a point in time where it is unable to extract any value for the brands.  
The continued decline in performance however and the expectation of investors that HWI will dispose of such a 
poor performing business, will effectively preclude management from retaining the business, endeavouring to turn 
the business around, and ultimately realising value for the brands currently owned by Thebe.  

6.4 Advantages if the Proposed Transaction does not Proceed 

The only advantage identified of the Proposed Transaction not proceeding is that the non-associated 
shareholders  will not be subject to the disadvantage referred to above resulting from the Proposed Transaction 
proceeding. 

6.5 Disadvantages if the Proposed Transaction does not Proceed 

The disadvantages to the non-associated shareholders of the Proposed Transaction not proceeding are: 

• The non-associated shareholders will not attain the advantages referred to above resulting from the Proposed 
Transaction proceeding. 
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• There is the possibility that the Homewares business will experience continued pressures over the next few 
years resulting from the difficult market conditions, especially as a result of the increasing direct import 
programs by retailers, and may continue to generate losses.  This will directly impact on the cash flows of HWI 
and potentially reduce the level of distributions to shareholders.     

• If the Homewares business continues to make losses, this may impact negatively on the covenants imposed 
by HWI’s debt facility providers. 

6.6 Conclusion on Reasonableness 

In our opinion, after having regard to advantages and disadvantages, it is our opinion that the Proposed 
Transaction is reasonable. 
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APPENDIX 1:  GLOSSARY OF TERMS 

Agreement  Sale of Business Agreement dated 16 March 2007 and Deed of Variation dated 19 
April 2007 

ASIC    Australian Securities and Investments Commission   

ASX    ASX Limited 

Bluestar   Bluestar Logistics Pty Ltd  

EBITDAR   earnings before interest, tax, depreciation, amortisation and rental costs  

HWI or the Company  Housewares International Limited  

IBISWorld   IBISWorld Industry Report  

Interim Period   between the time of signing the Agreement and the completion date  

McPhersons   McPherson’s Limited 

Mitre 10   Mitre 10 Australia Ltd 

Pitcher Partners   Pitcher Partners Corporate Pty Ltd  

Playcorp   Playcorp Group of Companies Pty Ltd  

PN     Practice Notes 

PS     Policy Statements 

PS 75     PS 75 “Independent Expert Reports to Shareholders”   

SKU    stock keeping unit  

Thebe     Thebe International Pty Ltd 

Tupperware   Tupperware Australia Pty Ltd 
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APPENDIX 2:  SOURCES OF INFORMATION 

In preparing this report we have had regard to the following sources of information: 

• The Agreement; 

• Explanatory Memorandum; 

• Audited financial statements for HWI for the three years ended 30 June 2006 and the review as at 31 
December 2006. 

• Thebe management accounts for the years ended 30 June 2004 to 30 June 2006 and for the six months 
ended 31 December 2006; 

• Monthly sales and gross profit data for the period July 2003 to December 2006; 

• Forecasts for the Homewares business for the year ending 30 June 2007; 

• IBISWorld Report on Household Good Wholesaling in Australia, dated 1st September 2006; 

• Board reports for the period January 2006 to January 2007; 

• Business plans for the various brands owned by Thebe; 

• Customer and supplier information; 

• Lease agreements; 

• Management structure and resumes; 

• Inventory listing as at 20 February 2007; 

• Estimates of realisation values as at 28 February 2007; and 

• Asset listing for the Homewares division as at 28 February 2007. 

In addition, we have relied upon information and representations of both an operative and financial nature 
provided to us by the Senior Management of the Company. 
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APPENDIX 3:  DISCLAIMER 

The report has been prepared at the request of the Independent Directors of the Company and is to be 
incorporated in the Explanatory Memorandum to be given to non-associated shareholders for approval of the 
Proposed Transaction.  Accordingly, it has been prepared only for the benefit of the Independent Directors and 
those persons entitled to receive the Explanatory Memorandum in their assessment of the Proposed Transaction 
outlined in the report and should not be used for any other purpose.   

The report represents solely the expression by Pitcher Partners of its opinion as to whether the Proposed 
Transaction is fair and reasonable.  Pitcher Partners consents to this report being incorporated in the Explanatory 
Memorandum. 

Statements and opinions contained in this report are given in good faith but, in the preparation of this report, 
Pitcher Partners has relied upon the information provided by the Independent Directors and Senior Management 
of the Company.  Pitcher Partners does not imply, nor should it be construed, that it has carried out any form of 
audit or verification on the information and records supplied to us. Drafts of our report were issued to the 
Independent Directors and Senior Management of the Company for confirmation of factual accuracy. 

In preparing this report, we have had regard to forecast information in respect of the Company.  This forecast 
information is based on assumptions as to future events and actions which management expects to take place at 
the date that the information is prepared.  The forecasts are based on numerous assumptions and are subject to 
significant uncertainties and contingencies, many of which are outside the control of the Company.  Accordingly, 
actual results during the forecast period may vary materially from the forecasts, as some events and 
circumstances may not occur as expected, or could not be reasonably foreseen. 

Furthermore, recognising that Pitcher Partners may rely on information provided by the Company and its officers 
and/or associates, the Company has agreed to make no claim by it or its officers and/or associates against 
Pitcher Partners to recover any loss or damage which the Company, or its associates may suffer as a result of 
that reliance and also has agreed to indemnify Pitcher Partners against any claim arising out of this engagement, 
except where the claim has arisen as a result of any proven wilful misconduct or negligence by Pitcher Partners. 

Pitcher Partners Corporate Pty Ltd is the wholly owned licensed corporate advisory entity of Pitcher Partners, 
Chartered Accountants, a chartered accounting firm providing a full range of accounting and advisory services. 

The representatives of Pitcher Partners involved in the preparation of this report were Piera Murone and Matthew 
Pringle.  Each has many years experience in the provision of corporate financial advice, including specific advice 
on valuations, mergers and acquisitions, as well as the preparation of expert reports. 

Neither Pitcher Partners Corporate Pty Ltd, Pitcher Partners, nor any partner or executive or employee thereof 
has any financial interest in the outcome of the Proposed Transaction except for a fee relating to the preparation 
of this report based on time spent at normal professional rates. 
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APPENDIX 4:  FINANCIAL SERVICES GUIDE 



 

 

 

 

Financial Services Guide 
26 April 2007 

What is a Financial Services Guide? 

This Financial Services Guide (“FSG”) is an important document the 
purpose of which is to assist you in deciding whether to use any of the 
general financial product advice provided by Pitcher Partners Corporate Pty 
Ltd. The us of “we”, “us” or “our” is a reference to Pitcher Partners 
Corporate Pty Ltd as the holder of Australian Financial Services Licence 
(“AFSL”) No. 229841. The contents of this FSG include: 
� who we are and how we can be contacted 
� what services we are authorised to provide under our AFSL 
� how we (and any other relevant parties) are remunerated in relation to 

any general financial product advice we may provide. 
� details of any potential conflicts of interest 
� details of our internal and external dispute resolution systems and how 

you can access them. 

Information about us 

We have been engaged by Housewares International Limited to give 
general financial product advice in the form of a report to be provided to 
you in connection with a financial product to be issued by another party. 
You are not the party or parties who engaged us to prepare this report. We 
are not acting for any person other than the party or parties who engaged us. 
We are required to give you an FSG by law because our report is being 
provided to you. You may contact us by writing to GPO Box 5193, 
MELBOURNE VIC 3001, or by telephone on +61 (0) 3 8610 5000. 

Pitcher Partners Corporate Pty Ltd is ultimately owned by the Victorian 
partnership of Pitcher Partners, a provider of audit and assurance, 
accounting, tax, corporate advisory, insolvency, superannuation, investment 
advisory and consulting services.  Directors of Pitcher Partners Corporate 
Pty Ltd are partners of Pitcher Partners.  

The Victorian partnership of Pitcher Partners is an independent partnership 
of Pitcher Partners. As such, neither it nor any of the other independent 
partnerships has any liability for each other’s acts or omissions. Each of the 
member firms is a separate and independent legal entity operating under the 
name “Pitcher Partners”, or other related names. 

The financial product advice in our report is provided by Pitcher Partners 
Corporate Pty Ltd and not by the Victorian partnership of Pitcher Partners 
or its related entities. 

We do not have any formal associations or relationships with any entities 
that are issuers of financial products.  However, we and the Victorian 
partnership of Pitcher Partners (and its related bodies corporate) may from 
time to time provide professional services to financial product issuers in the 
ordinary course of business. 

What financial services are we licensed to provide?

The AFSL we hold authorises us to provide the following financial services 
to both retail and wholesale clients: 
� to provide general financial product advice only in respect of 

securities, derivatives, debentures, stocks or bonds issued or proposed 
to be issued by a government and interests in managed investment 
schemes including investor directed portfolio services and deposit and 
payment products limited to basic deposit products and deposit 
products other than basic deposit products. 

Information about the general financial product advice we provide 

The financial product advice provided in our 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. 

Pitcher Partners Corporate Pty Ltd 
ABN: 28 082 323 868 

AFSL: 229841 

Level 19 
15 William Street 

MELBOURNE VIC 3000 
Tel: +61 (0) 3 8610 5000

If our advice is being provided to you in connection with the acquisition or 
potential acquisition of a financial product issued by another party, we 
recommend you obtain and read carefully the relevant Product Disclosure  

Statement (“PDS”) or offer document provided by the issuer of the financial 
product. The purpose of the PDS is to help you make an informed decision 
about the acquisition of a financial product. The contents of the PDS will 
include details such as the risks, benefits and costs of acquiring the particular 
financial product. 

How are we and our employees remunerated? 

Our fees are usually determined on an hourly basis; however they may be a 
fixed amount or derived using another basis. We may also seek 
reimbursement of any out-of pocket expenses incurred in providing the 
services. 

Fee arrangements are agreed with the party or partied who actually engage us 
and we confirm our remuneration in a written letter of engagement to the 
party or parties who actually engage us. 

Neither Pitcher Partners Corporate Pty Ltd nor its directors and officers, nor 
any related bodies corporate or associates and their directors and officers, 
receives any commissions or other benefits, except for  the fees for services 
rendered to the party or parties who actually engage us. Our fee is $40,000 
exclusive of GST and expenses and will also be disclosed in the relevant 
PDS or offer document prepared by the issuer of the financial product. 

All of our employees receive a salary with partners also having  an equity 
interest in the partnership. We do not receive any commissions or other 
benefits arising directly from services provided to you. The remuneration 
paid to our directors reflects their individual contribution to the company and 
covers all aspects of performance.  

We do not pay commissions or provide other benefits to other parties for 
referring prospective clients to us. 

What should you do if you a complaint?  

If you have any concerns regarding our report, you may wish to advise us. 
Our internal complaint handling process is designed to respond to your 
concerns promptly and equitably. Please address your complaint in writing 
to: 

The Managing Partner 
Pitcher Partners 
GPO Box 5193 
MELBOURNE  VIC  3001 

If you are not satisfied with the steps we have taken to resolve your 
complaint, you may contact the Financial Industry Complaints Service 
(“FICS”). FICS provides free advice and assistance to consumers to help 
them resolve complaints relating to members of the financial services 
industry. Complaints may be submitted to FICS at: 

Financial Industry Complaints Service  
GPO Box 579 
Collins Street West 
MELBOURNE  VIC  8007 
Telephone: 1300 780 808 
Fax: +61 3 9621 2291 
Internet:  http://fics.asn.au

The Australian Securities and Investments Commission (“ASIC”) regulates 
Australian companies, financial markets, financial services organisations and 
professionals who deal and advise in investments, superannuation, insurance, 
deposit taking and credit. Their website contains information on lodging 
complaints about companies and individual persons and sets out the types of 
complaints handled by ASIC. You may contact ASIC as follows: 

Info line: 1 300 300 630 
Email: info@asic.gov.au
Internet: http://www.asic.gov.au/asic/asic.nsf
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