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The principal activities of RPL during the financial year were: 

 Buying group operations: The LEG buying group membership comprises the largest 
group of independent retailers in Australia; 

 Telecom operations: The telecoms operation group includes Leading Edge 
Telecommunications and two recently acquired Telstra Business Centres (TBC) in 
Australia, Leading Edge Communications in New Zealand and UK operations, 
where Leading Edge operates 10 of British Telecom’s (BT) 50 sales territories in an 
outsourced sales force capability. 

 Retail outlets: LEG has been divesting or closing non-core, company-owned music 
and jewellery stores. These operations lost $1.6 million (pre-tax) during the 2011 
financial year.  

RPL has advised WAB that a restructuring plan has been agreed by the RPL & LEG 
Boards which targets cost savings in LEG of $3 million per annum.  The LEG Board and 
Management also advise they are considering options to increase these cost savings. 

RPL advises that the buying group operations report difficult retail trading conditions and 
are taking appropriate actions in response. 

Attached to this announcement is a copy of both RPL and LEG accounts for reference. 
 
HDS Update 
 
WAB has been advised by HDS that it anticipates making a payment of $1 million to WAB 
under the HDS Loan Note Facility by 31 December 2011.  Note this payment, if received 
has no effect.  All other things remaining equal, this payment does not alter the net tangible 
asset value of WAB. 
 
 
For further information please contact: 
 
Gabriel Radzyminski 
Chairman 
02 8014 1188 / 0467 483 005 
 

David Franks 
Company Secretary 
02 9299 9690 
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Chairman’s Review 
Leading Edge Group Limited 
 

 
Shareholders, 
 
The purchase of a Telstra Business Centre (TBC) in Melbourne has continued the shift to a 
combination of buying group and telecom distributor.  We expect this trend to continue as the 
telecom operations continue to expand more rapidly than the buying group operations. 
 
For the year ended 30 June 2011 the telecom operations contributed a net profit before tax (NPBT) 
of $2.7 million and the buying group contributed $3.6 million. These profitable operations have been 
reduced by $1.6 million from 'company owner' retail operations (that are being closed) and newly 
established and run-off businesses which reduced NPBT by a net $0.7 million. Director’s fees were 
reduced by $0.6 million across the financial year.    
 
The Leading Edge Group consolidated NPBT was $4.0 million (2010: $3.4 million).  This represents 
a 20% increase.  In light of the $1.6 million losses from investing in expanding operations (UK 
telecom, EM2 and Computer Care Australia), this was a solid result. 
 
Telecom Operations 
 
In December 2010 we acquired a Telstra Business Centre (TBC) based in Melbourne, which 
contributed $1.25 million to this year’s NPBT. 
 
These operations are currently trading towards a contribution of around $4.0 million NPBT in its first 
full financial year in the Leading Edge Group.  While future results are uncertain, should it occur, it 
will in part be due to the post acquisition award of a TBC for Eastern Sydney, which sees us expand 
into this market with the same business model. 
 
Opportunities exist to operate more territories.  Telstra’s support of our business was confirmed at 
the 2011 Telstra National Conference where they awarded Leading Edge Telecoms Partner of the 
Year and TBC Partner of the Year. 
 
In the United Kingdom, Leading Edge operates 10 of British Telecommunication’s (BT) 50 territories 
through BT outsourcing the operation of their Local Business Sales Offices to us.  Our business 
model is to provide a low cost and effective outsourced sales force to BT.  The scalable nature of our 
model allows BT to allocate additional areas to us where we can achieve higher sales than the 
incumbent. 
 
We commenced our UK operations just two and a half years ago with the allocation of one territory 
and as we have driven BT’s sales upward in poor performing territories we have been rewarded with 
additional territories. We have seen our revenues grow from just under $2.0 million in FY 2010 to 
$4.5 million in FY 2011. 
 
We consider the accumulated UK losses of $875,000 to be an investment in the development of the 
business model and to reach sufficient scale.  The operations reached break-even in March 2011, 
however the negative impact on NPBT for the year ended 30 June 2011 was $0.6 million. 
 
We were awarded the Thames Valley Local Business Sales Offices in September 2011.  UK 
expansion is likely to continue as we provide BT with improved sales.  We hope to achieve a positive 
contribution of NPBT in the current financial year. 
 
In New Zealand, Leading Edge Communications now operates from 27 consumer stores and 11 
Business Hubs/Hybrids which represent approximately 25% of Telecom New Zealand’s retail 
footprint.  Leading Edge Communications is also Gen-i’s largest preferred dealer managing more 
than 55% of Gen-i’s mobile business with over 110,000 connections across 1000 corporate, 
Enterprise and Government accounts. 
   
 
 



 

 2

We believe there will be a continued expansion in profit from telecom operations in the market in 
which we operate, as our expertise of a low cost effective sales model supports increased 
outsourcing to us. 
 
Buying Group Operations 
 
The Buying Groups contributed NPBT of $3.6 million. 
 
The Buying Group business has developed in 3 major areas: Technology Groups (with verticals in 
Telecoms, Computers, Electronics and Photography), Entertainment Groups (with verticals in Books, 
Video and Music) and Leisure Groups (with verticals in Jewellery, Golf and Lingerie). 
 
The Buying Group NPBT would have been larger, but for a combination of a depressed retail market 
and distribution issues by our largest supplier in the computer group. 
 
We believe the risks to NPBT of continued depressed retail sales are offset by cost cutting 
opportunities in the Buying Group and head office. 
 
We will continue to review the Buying Group operations with a view to improving efficiencies and 
decreasing costs and are confident that with these steps, we will increase NPBT while continuing to 
provide a high level of service to our buying group members. 
 
The company will continue to consider adding verticals to the buying groups. This year we were 
excited to expand into Leading Edge Lingerie and Leading Edge Auto Electrical, the latter group 
complementing our Leading Edge Electronics group. 
 
Other Operations 
 
The Company has been divesting its non-core company owned retail stores in Music and Jewellery.  
We expect to complete the exits from company owned retail stores this financial year at a small 
operating loss. 
 
The company has exited from its leasing business which has had a positive impact on the result. 
 
The company has developed an offering in managed IT services (Computer Care Australia) that is 
being sold as a franchise in the Australian market.  This product offering compliments both our 
computer group and the Telstra Business Centre Group.  These operations resulted in a $0.6 million 
loss for the year ended 30 June 2011.  We believe the managed IT services will make a small 
positive contribution to profit in the current financial year. 
 
Capital Raising 
 
Post year-end, we raised capital to strengthen the financial capacity of the group and support 
continued expansion and diversification. 
 
Wallace Absolute Limited (WAB) advanced $3m to the company with the option to convert that 
amount into shares in Riverwise Pty Limited (Riverwise), Leading Edge’s holding company at a price 
of $10 per share.  Additionally Riverwise agreed to grant a put option that allows WAB to assign 50% 
of the cash flows it receives from Hal Data Services Pty Limited (HDS) as part of the Loan Note 
Facility dated 26 November 2009 (Loan Note Facility). The consideration payable by Riverwise, if 
WAB exercises the option, is half of the valuation of the Loan Note Facility adopted by WAB on 24 
June 2011 less any cash flows received by WAB under the Loan Note Facility at the time the option 
is exercised.  There is opportunity for upside where cashflows exceed the valuation and WAB also 
has the option to convert that purchase price into Riverwise shares at a price of $10 per share.  
Apart from the natural benefit of having a listed company as a shareholder, the diversity of income 
stream from the WAB leasebook will improve the company’s risk profile.  
 
The issue of shares to WAB will be in the context of a rights issue to shareholders at $10 per share 
at least equal in number to the shares eventually issued to WAB. 
 
We look forward to the year ahead with strong growth forecasted. 


































































































