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The Offer
This Prospectus is issued by Reliance Worldwide Corporation Limited (ACN 610 855 877) (Company) for the purposes of Chapter 6D of the Corporations Act
2001 (Cth) (Corporations Act). The offer contained in this Prospectus is an initial public offering to acquire fully paid ordinary shares (Shares) in the Company
(Offer).

References to ‘Reliance’ and ‘Restructure’
The Company was incorporated on 19 February 2016. Prior to the date of this Prospectus, the Company acquired (through a wholly owned subsidiary) the entities
that carry on the Australian operations of the ‘Reliance Worldwide Corporation’ business from Jayburn and GSA International. On the Restructure Completion
Date, the Company will (subject to Shares being allotted to successful Applicants under the Offer) acquire the entities that carry on the international operations
of the ‘Reliance Worldwide Corporation’ business, which are currently owned by GSA International. GSA International and Jayburn are together the ‘Existing
Owners’, and are entities associated with Jonathan Munz (Chairman). The consolidation of the Australian and international business operations under a new
holding company (being the Company) is being undertaken in connection with the Offer (Restructure) and pursuant to the terms of share sale agreements
(Restructure Agreements).
Unless otherwise specified, this Prospectus is prepared as if the Restructure has completed. References to Reliance throughout this Prospectus are references
to the corporate group that will exist on the Restructure Completion Date following completion of the Restructure Agreements. For example, the Investment
Overview in Section 1 and the Company Overview in Section 3 describe Reliance as if the Restructure has completed, and the Financial Information in Section
4 represents the combined business operations of the Company and its wholly owned subsidiaries (as if the Restructure has completed) for the financial years
ended 30 June 2013, 30 June 2014 and 30 June 2015, and the half years ended 31 December 2014 and 31 December 2015.
Further details about the Restructure are set out in Section 3.1.2. The key terms of the Restructure Agreements are summarised in Section 9.4.2.

Lodgement and Listing
This replacement prospectus is dated 18 April 2016 (Prospectus Date) and was lodged with the Australian Securities and Investments Commission (ASIC)
on that date. It is a replacement prospectus that replaces the prospectus dated 11 April 2016 and lodged with ASIC on that date (Original Prospectus). For
the purposes of this document, this replacement prospectus will be referred to as the Prospectus. The key changes that have been made to the Original
Prospectus are:
•

including additional disclosure regarding the consideration paid to the Existing Owners pursuant to the Restructure in Sections 1.1 and 1.7;

•

including additional disclosure regarding the interests of Jonathan Munz (Chairman) in the Offer in Section 6.3.1.2;

•

removing the word ‘Actual’ when referring to Historical Financial Information throughout the Prospectus;

•

including additional disclosure regarding the basis of preparation of the pro forma Historical Financial Information in Sections 4.2.2 and 4.3;

•

including additional disclosure regarding the basis of preparation of the Equity section of the pro forma and Combined Historical Balance Sheet at 31
December 2015 in Section 4.7, table 4.6;

•

including additional disclosure regarding the impact of the Indicative Price Range in Sections 4.8, table 4.9; and

•

including additional disclosure regarding the reconciliation of historical ‘net change in cash and cash equivalents’ to the items that reconcile this to ‘Combined
Historical Cash Flows from operating activities’ in Section 4.9, table 4.11

The Company applied to the ASX on 12 April 2016 for admission of the Company to the official list and quotation of its Shares on the ASX. None of ASIC, ASX or
their respective officers takes any responsibility for the contents of this Prospectus or the merits of the investment to which this Prospectus relates.
As set out in Section 7.9, it is expected that the Shares will be quoted on the ASX, initially on a conditional and deferred settlement basis. The Company,
Computershare Investor Services Pty Limited (Share Registry), and the Joint Lead Managers disclaim all liability, whether in negligence or otherwise, to persons
who trade Shares before receiving their holding statement.

Expiry Date
This Prospectus expires on the date that is 13 months after the Prospectus Date (Expiry Date) and no Shares will be issued on the basis of this Prospectus
after the Expiry Date.

Note to Applicants
The information in this Prospectus is not investment or financial product advice and does not take into account your investment objectives, financial circumstances,
tax position or particular needs. It is important that you read this Prospectus carefully and in its entirety before deciding whether to invest in the Company.
In particular, you should consider the assumptions underlying the Forecast Financial Information (as defined in Section 4.1.2) and the risk factors that could affect
the performance of the Company and other information in this Prospectus. You should carefully consider these risks in light of your personal circumstances
(including your investment objectives, financial circumstances and tax position) and seek professional guidance from your stockbroker, accountant, lawyer or
other professional adviser before deciding whether to invest in the Company. Some of the key risk factors that should be considered by prospective investors are
set out in Section 5. There may be risk factors in addition to these that should be considered in light of your personal circumstances.

Reliance Worldwide Corporation Limited

1

IMPORTANT NOTICES
Except as required by law, and only to the extent required, no person named in this Prospectus, nor any other person, warrants or guarantees the performance
of the Company or the repayment of capital by the Company or any return on investment made pursuant to this Prospectus.
This Prospectus includes information regarding past performance of Reliance. Investors should be aware that past performance is not indicative of future
performance.
No person is authorised to give any information or to make any representation in connection with the Offer that is not contained in this Prospectus. Any information
or representation not so contained may not be relied upon as having been authorised by the Company, the Joint Lead Managers or any other person in
connection with the Offer. You should rely only on information contained in this Prospectus when deciding whether to invest in the Company.

Important information for New Zealand investors
This Offer to New Zealand investors is a regulated offer made under Australian and New Zealand law. In Australia, this is Chapter 8 of the Corporations Act and
regulations made under that Act. In New Zealand, this is subpart 6 of Part 9 of the Financial Markets Conduct Act 2013 and Part 9 of the Financial Markets Conduct
Regulations 2014.This Offer and the contents of this Prospectus are principally governed by Australian rather than New Zealand law. In the main, the Corporations
Act and the regulations made under that Act set out how the Offer must be made.
There are differences in how financial products are regulated under Australian law. For example, the disclosure of fees for managed investment schemes is
different under the Australian regime.
The rights, remedies, and compensation arrangements available to New Zealand investors in Australian financial products may differ from the rights, remedies,
and compensation arrangements for New Zealand financial products.
Both the Australian and New Zealand financial markets regulators have enforcement responsibilities in relation to this Offer. If you need to make a complaint about
this Offer, please contact the Financial Markets Authority, New Zealand (http://www.fma.govt.nz). The Australian and New Zealand regulators will work together
to settle your complaint.
The taxation treatment of Australian financial products is not the same as for New Zealand financial products.
If you are uncertain about whether this investment is appropriate for you, you should seek the advice of an appropriately qualified financial adviser.
The Offer may involve a currency exchange risk. The currency for the financial products is not New Zealand dollars. The value of the financial products will go up
or down according to changes in the exchange rate between that currency and New Zealand dollars. These changes may be significant.
If you expect the financial products to pay any amounts in a currency that is not New Zealand dollars, you may incur significant fees in having the funds credited
to a bank account in New Zealand in New Zealand dollars.
If the financial products are able to be traded on a financial product market and you wish to trade the financial products through that market, you will have to make
arrangements for a participant in that market to sell the financial products on your behalf. If the financial product market does not operate in New Zealand, the
way in which the market operates, the regulation of participants in that market, and the information available to you about the financial products and trading may
differ from financial product markets that operate in New Zealand.

Financial Information presentation
Section 4 sets out in detail the Financial Information referred to in this Prospectus and the basis of preparation of that information is set out in Section 4.2.
The Financial Information included in Section 4 has been prepared in accordance with the recognition and measurement principles prescribed in Australian
Accounting Standards (AAS) adopted by the Australian Accounting Standards Board (AASB), which are consistent with the International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board and the accounting policies of the Company.
The Forecast Financial Information included in this Prospectus is based on the best estimate assumptions of the Directors. The basis of preparation and
presentation of the Forecast Financial Information is, to the extent applicable, consistent with the basis of preparation of the Historical Financial Information
presentation.
All financial amounts contained in this Prospectus are expressed in Australian currency and are rounded to the nearest $100,000 (unless otherwise stated). Any
discrepancies between totals and sums of components in tables and figures contained in this Prospectus are due to rounding. Tables and figures contained in
this Prospectus have not been amended by the Company to correct immaterial summation differences that may arise from this rounding convention.
The Historical Financial Information and the Forecast Financial Information in this Prospectus should be read in conjunction with, and are qualified by reference
to, the information contained in Section 4.
Unless otherwise noted, historical financial information and metrics disclosed throughout this Prospectus are derived from the accounting records of the Reliance
Worldwide Corporation Combined Group, which is described in Section 4.2.2. Where financial information and metrics represent pro forma amounts, they have
been labelled “pro forma”.
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Market and industry data based primarily on management estimates
This Prospectus (and in particular Section 2) contains data relating to the industries, segments and end-markets in which Reliance operates (Industry Data).
Such information includes, but is not limited to, statements and data relating to: product segment and category sizes (by number of units and net sales in
Australian and US Dollars), estimated historical and forecast market growth (by number of units and net sales in Australian and US Dollars), market segmentation
(e.g. size of the repair and renovation end-market compared to the new construction end-market for a product segment), market trends and Reliance’s estimated
market share and its industry position. Unless otherwise stated, this information has been prepared by the Company using both publicly available data and its
own internally generated data. The Company’s internally generated data is based on estimates and assumptions that both the Directors and the Company’s
management believe to be reasonable, as at the Prospectus Date. Please refer to the Appendix in Section 12 for further information about how the Industry Data
has been prepared and the limitations on its usefulness.
The Industry Data has not been independently prepared or verified and neither the Company nor the Joint Lead Managers can assure you as to its accuracy or
the accuracy of the underlying assumptions used to estimate such Industry Data. The Company’s estimates involve risks and uncertainties and are subject to
change based on various factors, including those described in the risk factors set out in Section 5.
In addition to the Industry Data, this Prospectus uses third party market data, estimates and projections. There is no assurance that any of the third party data,
estimates or projections contained in this information will be achieved. The Company has not independently verified this information. Estimates involve risks and
uncertainties and are subject to change based on various factors, including those described in the risk factors set out in Section 5.

Forward-looking statements
This Prospectus contains forward-looking statements that are identified by words such as “may”, “could”, “believes”, “estimates”, “expects”, “intends”,
“considers” and other similar words that involve known or unknown risks and uncertainties. The Forecast Financial Information included in Section 4 is an example
of forward-looking statements.
Any forward-looking statements involve known and unknown risks, uncertainties, assumptions and other important factors that could cause actual results,
performance, events or outcomes to differ materially from the results, performance, events or outcomes expressed or anticipated in these statements, many
of which are beyond the control of the Company and the Directors. Such forward-looking statements are based on an assessment of present economic and
operating conditions on a number of best estimate assumptions regarding future events and actions that, at the Prospectus Date, are expected to take place.
The Forecast Financial Information and the forward-looking statements should be read in conjunction with, and are qualified by reference to, the risk factors as set
out in Section 5, the general and specific assumptions set out in Sections 4.11.1 and 4.11.2, the sensitivity analysis set out in Section 4.13 and other information
contained in this Prospectus.
The Directors cannot and do not give any assurance that the results, performance or achievements expressed or implied by the forward-looking statements
contained in this Prospectus will actually occur and investors are cautioned not to place undue reliance on such forward-looking statements. Except where
required by law, the Company does not intend to update or revise forward-looking statements, or to publish prospective financial information in the future,
regardless of whether new information, future events or any other factors affect the information contained in this Prospectus.

No offering where offering would be illegal
This Prospectus does not constitute an offer or invitation in any place in which, or to any person to whom, it would not be lawful to make such an offer or invitation.
No action has been taken to register or qualify the Shares or the Offer, or to otherwise permit a public offering of Shares, in any jurisdiction outside Australia. The
distribution of this Prospectus outside Australia may be restricted by law and persons who come into possession of this Prospectus outside Australia should seek
advice and observe any such restrictions. Any failure to comply with such restrictions may constitute a violation of applicable securities laws.
This Prospectus may not be distributed to, or relied upon by, any person in the United States, unless accompanied by the U.S. Offering Memorandum, as defined
in the Offer Management Agreement.
In particular, the Shares have not been, and will not be, registered under the United States Securities Act of 1933, as amended (US Securities Act), or the
securities laws of any state of the United States and may not be offered or sold in the United States unless the Shares are registered under the US Securities Act,
or an exemption from the registration requirements of the US Securities Act and applicable US state securities laws is available.
See Section 9.12 for more detail on selling restrictions that apply to the Offer and sale of Shares in jurisdictions outside Australia.

Exposure Period
The Corporations Act prohibits the Company from processing Applications in the seven day period after the date of the Original Prospectus (Exposure Period).
The Exposure Period enabled the Original Prospectus to be examined by market participants prior to the processing of Applications. The Exposure Period expired
on 18 April 2016. Applications received during the Exposure Period, and Applications received after the expiry of the Exposure Period but prior to lodgement of
this Prospectus (dated 18 April 2016) have not been processed by the Company and will not receive any preference.
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IMPORTANT NOTICES
Prospectus availability
During the Offer Period, a paper copy of this Prospectus is available free of charge to Australian and New Zealand resident investors by calling the Reliance
Offer Information Line on 1300 781 374 (within Australia) and +61 3 9415 4681 (outside Australia) from 8.30am to 5.00pm (Melbourne time), Monday to
Friday (excluding public holidays). This Prospectus is also available to Australian and New Zealand resident investors in electronic form at the Offer website,
www.relianceshareoffer.com.au. The website will only be available to Applicants in New Zealand after the expiry of the Exposure Period.
The Offer constituted by this Prospectus in electronic form is available only to persons downloading or printing it within Australia and is not available to persons
in any other jurisdiction (including the United States). Persons who access the electronic version of this Prospectus must ensure that they download and read
the entire Prospectus.

Applications
Applications may be made only during the Offer Period by completing an Application Form in respect of either the Broker Firm Offer or the Priority Offer (whichever
is relevant to you and which is generally referred to as an Application Form) attached to, or accompanying, this Prospectus in its paper copy form, or in its
electronic form, which must be downloaded in its entirety from the Offer website, www.relianceshareoffer.com.au. By making an Application, you represent and
warrant that you were given access to the Prospectus, together with an Application Form. The Corporations Act prohibits any person from passing on to another
person an Application Form unless it is attached to, or accompanied by, the complete and unaltered version of this Prospectus.

No cooling-off rights
Cooling-off rights do not apply to an investment in Shares issued under the Prospectus. This means that, in most circumstances, you cannot withdraw your
Application once it has been accepted.

Definitions
Defined terms and expressions used in this Prospectus are explained in the Glossary at the end of this Prospectus. Unless otherwise stated or implied,
references to times in this Prospectus are to the time in Melbourne, Victoria (Melbourne time).

Privacy
By filling out an Application Form to apply for Shares, you are providing personal information to the Company and the Share Registry, which is contracted by the
Company to manage Applications. The Company, and the Share Registry on its behalf, may collect, hold and use that personal information in order to process
your Application, service your needs as a Shareholder, provide facilities and services that you request and carry out appropriate administration. Some of this
personal information is collected as required or authorised by certain laws including the Income Tax Assessment Act 1997 (Cth) and the Corporations Act.
If you do not provide the information requested in an Application Form, the Company and the Share Registry may not be able to process or accept your
Application.
Your personal information may also be used from time to time to inform you about other products and services offered by the Company, that it considers may
be of interest to you.
Your personal information may also be provided to the Company’s agents and service providers on the basis that they deal with such information in accordance
with the Company’s privacy policy. The agents and service providers of the Company may be located outside Australia where your personal information may not
receive the same level of protection as that afforded under Australian law. The types of agents and service providers that may be provided with your personal
information and the circumstances in which your personal information may be shared are:
•

the Share Registry for ongoing administration of the register of members;

•

printers and other companies for the purpose of preparation and distribution of statements and for handling mail;

•

market research companies for the purpose of analysing the Shareholder base and for product development and planning; and

•

legal and accounting firms, auditors, contractors, consultants and other advisers for the purpose of administering, and advising on, the Shares and for
associated actions.

If an Applicant becomes a Shareholder, the Corporations Act requires the Company to include information about the Shareholder (including name, address and
details of the Shares held) in its public register of members. If you do not provide all the information requested, your Application Form may not be able to be
processed.
The information contained in the Company’s register of members must remain there even if a person ceases to be a Shareholder. Information contained in the
Company’s register of members is also used to facilitate dividend payments and corporate communications (including financial results, annual reports and
other information that the Company may wish to communicate to its Shareholders) and compliance by the Company with legal and regulatory requirements.
An Applicant has a right to access and correct the information that the Company and the Share Registry hold about that person, subject to certain exemptions
under law.
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Applicants can obtain a copy of the Company’s privacy policy by visiting the Company’s website, http://www.rwc.com. The privacy policy contains further details
regarding access, correction and complaint rights and procedures. To contact the Company regarding privacy matters, please use the contact details provided
on its website, or write to the Company at its address set out in the Corporate Directory in Section 13 of this Prospectus.
The Share Registry’s complete privacy policy is available at the Share Registry’s website: www.computershare.com/AU/help/Pages/privacy-policies.aspx.
Queries regarding the Share Registry’s privacy policy may also be emailed to privacy@computershare.com.au.

Photographs and diagrams
Photographs and diagrams used in this Prospectus that do not have descriptions are for illustration only and should not be interpreted to mean that any person
shown in them endorses this Prospectus or its contents. Diagrams used in this Prospectus are illustrative only and may not be drawn to scale. Unless otherwise
stated, all data contained in charts, graphs and tables is based on information available at the Prospectus Date.

Offer management
The Offer is being arranged and managed by J.P. Morgan Australia Limited and Macquarie Capital (Australia) Limited.
Neither J.P. Morgan Australia Limited nor Macquarie Capital (Australia) Limited has authorised, permitted or caused the issue or lodgement, submission,
despatch or provision of this Prospectus and there is no statement in this Prospectus that is based on any statement made by either of them or by any of their
affiliates, officers or employees. To the maximum extent permitted by law, each of J.P. Morgan Australia Limited and Macquarie Capital (Australia) Limited and
each of their respective affiliates, officers, employees and advisers expressly disclaim all liabilities in respect of, make no representations regarding, and take no
responsibility for, any part of this Prospectus other than references to their name and make no representation or warranty as to the currency, accuracy, reliability
or completeness of this Prospectus.

Questions
If you have any questions about how to apply for Shares, please call the Reliance Offer Information Line on 1300 781 374 (within Australia) or +61 3 9415 4681
(outside Australia) from 8.30am to 5.00pm (Melbourne time), Monday to Friday (excluding public holidays). Instructions on how to apply for Shares are set out in
Section 7 and on the Application Form.
If you have any questions about whether to invest in the Company, you should seek professional advice from your stock broker, accountant, lawyer or other
professional adviser.
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IMPORTANT NOTICES
CHAIRMAN’S
LETTER

Dear Investor,
On behalf of the Directors, I am pleased to offer you the opportunity to become a shareholder in
Reliance Worldwide Corporation Limited.
Reliance is a leader in the design, manufacture and supply of premium branded, high quality water
flow and control products and solutions for the plumbing industry. From a small manufacturing
operation in Australia, Reliance has grown to become a global business, with established operations
in the USA, Australia, the UK, Canada and New Zealand, and an emerging presence in continental
Europe following a recent investment in Spain. Net sales generated from outside Australia in FY2015
represented 77% of Reliance’s total net sales, with the USA now the largest and fastest growing
operating region accounting for 61% of Reliance’s total net sales.
Reliance’s key products and solutions are primarily used in “Behind the Wall” plumbing and Hot Water Systems. These products
and solutions include pipe fittings and related pipe, control valves and thermostatic products and are used for both residential
and commercial applications, with a principal focus on the residential repair and renovation end-market. Reliance’s products
and solutions are sold through Wholesale and Retail sales channels as well as to Hot Water System Original Equipment
Manufacturers and are marketed under premium brands that enjoy a strong reputation in the plumbing industry for quality and
reliability.
Reliance’s innovative and labour saving “SharkBite” branded brass Push to Connect (PTC) plumbing fittings, which were
introduced into the USA plumbing market in 2004, are disrupting the way plumbing connections are made and displacing less
efficient connection solutions. SharkBite products’ ease of use, versatility and fast installation time have resulted in strong market
acceptance in the residential repair and renovation end-market. Reliance estimates that PTC fittings represented 10% of the total
plumbing fittings segment for residential applications in the USA, with its brass SharkBite branded PTC fittings commanding
an estimated 80% share of the brass PTC fittings category in the USA residential end-market, each by unit sales volume for the
calendar year 2014.1
Reliance believes that its other key products, such as PEX (cross-linked polyethylene) pipes and Control Valves also hold strong market
positions across Reliance’s key geographic regions of the USA and Australia. The market penetration of, and demand for, Reliance’s
products are a testament to its in-house R&D capability, innovation based culture and commitment to developing and commercialising
innovative new products and solutions.
Reliance manufactures approximately 70% of the products it sells. These products are produced by Reliance at its highly
automated manufacturing facilities, which enable high volume and high quality production at relatively low cost. Reliance has
11 manufacturing facilities located in four countries, with its major facilities located in Australia and the USA. These facilities have
benefited from Reliance’s investment in automation and are supported by strong manufacturing and engineering expertise.
Reliance believes that there is additional flexibility within its existing manufacturing and warehousing infrastructure to further
increase manufacturing capacity as required with minimal incremental additional capital outlay, in order to meet forecast demand
over the next three to five years.
Reliance’s focus on supplying its customers with high quality and innovative products and its ability to maintain superior delivery
performance while continuing to achieve strong sales growth sets it apart from its competitors. With strong in-house R&D, engineering
and manufacturing capabilities and a portfolio of premium brands developed over a long period of time, Reliance believes it has
significant competitive advantages in its markets.
Reliance’s experienced management team, which is supported by a global workforce in excess of 800 employees, has
delivered strong operating and financial outcomes. Reliance has achieved a constant currency compound annual growth rate in
net sales of 13.3% over the past ten years.2 By capitalising on Reliance’s leading market positions in its key geographic regions,
brands and strong R&D and manufacturing capabilities, the Directors believe that the Company is well positioned to continue to
deliver growth.
The Directors forecast that Reliance will generate pro forma net sales and EBITDA in FY2016 of $534.9 million and $97.8 million
respectively, and in FY2017 pro forma net sales of $587.8 million and EBITDA of $117.7 million, representing growth of 9.9% and 20.3%
respectively from FY2016 to FY2017.3 Reliance expects the key drivers of its growth to include continued penetration of SharkBite
branded brass PTC fittings and accessories in the USA and Canada, Reliance’s expansion into the residential and commercial new

1

Reliance estimate. See the Appendix for further details.

2	Ten year period from FY2006 to FY2015. Net sales calculated based on a constant currency basis using the exchange rates assumed in the FY2017
forecast period as outlined in Section 4.11.2.3.
3
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See Section 4.11 for a discussion of the assumptions underlying the Forecast Financial Information and Section 4.13 for a sensitivity analysis of the
Forecast Financial Information.
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construction end-markets in the USA through product ranges that leverage existing SharkBite PTC technology, expansion into new
geographic regions and increased demand globally for thermostatic products. Achieving the forecast is dependent on external
factors such as macroeconomic trends, foreign exchange rates, commodity prices and other factors beyond the Directors’ and
the Company’s control. The forecast is based on the assumptions and risk factors set out in this Prospectus, including an average
Australian Dollar exchange rate of US$0.75 for FY2017 and other assumptions around the commodity spot price. The assumptions are
outlined further in Section 4.11.
The purpose of the Offer is to enable the Existing Owners to partially realise their investment in Reliance, provide Reliance
with access to capital markets (which the Company expects will give it added financial flexibility to pursue further growth
opportunities), broaden the Shareholder base and provide a liquid market for its Shares. Proceeds from the Offer will be used
to pay the consideration payable to the Existing Owners for the transfer of the operating companies that conduct Reliance’s
business and to pay the costs of the Offer. Following Completion of the Offer, the Existing Owners will hold a maximum of 40% of
the Shares on issue and reserve the right to retain at least 30%.4
This Prospectus contains detailed information about the Offer and the historical and forecast financial position of Reliance, as
well as the material risks associated with an investment in the Company. Key risks associated with an investment in Reliance are
set out in Section 5 and include, among others, Reliance’s exposure to changes in general economic conditions, the loss of a
key customer, adverse exchange rate movements, reputational damage due to product performance or failures or other issues,
the loss of key personnel and the break down, poor performance or failure of Reliance’s manufacturing facilities. It is important
that you read this Prospectus in its entirety before deciding whether to invest in the Company.
On behalf of the Directors, I look forward to welcoming you as a Shareholder.

Yours sincerely,

Jonathan Munz
Chairman

4

The percentage Shareholding of the Existing Owners on Completion of the Offer may subsequently increase if Shares are purchased by the
Stabilisation Manager under the Market Stabilisation Activities and transferred to GSA International under the terms of the Stabilisation Manager Deed
(see Section 7.6 for further details).
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IMPORTANT DATES
Prospectus Date

Monday, 18 April 2016

Broker Firm Offer and Priority Offer open

Tuesday, 19 April 2016

Broker Firm Offer and Priority Offer close

Tuesday, 26 April 2016

Bookbuild to determine Final Price
Final Price announcement to the market
Commencement of trading of Shares on the ASX on a conditional and deferred settlement basis

Wednesday, 27 April 2016 to
Thursday, 28 April 2016
Thursday, 28 April 2016
Friday, 29 April 2016

Settlement

Monday, 2 May 2016

Completion of the Offer (allotment of Shares to successful Applicants)

Tuesday, 3 May 2016

Restructure Completion Date

Tuesday, 3 May 2016

Commencement of trading of Shares on the ASX on an unconditional and deferred settlement basis
Despatch of initial holding statements
Commencement of trading of Shares on the ASX on a normal settlement basis

Wednesday, 4 May 2016
Thursday, 5 May 2016
Friday, 6 May 2016

Dates may change
The dates above are indicative only and may change without notice.
The Company, in agreement with the Joint Lead Managers, reserves the right to vary the dates of the Offer (subject to the ASX Listing Rules and the Corporations
Act) without prior notice, including to close the Offer early, extend the date the Offer closes, accept late Applications or withdraw the Offer and the issue of Shares.
If the Offer is withdrawn before the issue of Shares, then all Application Payments will be refunded in full (without interest) as soon as practicable in accordance
with the requirements of the Corporations Act.
Applicants are encouraged to submit their Application Forms as soon as possible after the Offer opens.

How to invest
Instructions on how to apply for Shares are set out in Sections 7.3 (in relation to the Broker Firm Offer), 7.4 (in relation to the Priority Offer) and 7.5 (in relation to
the Institutional Offer and on the back of the Application Form.

Questions
Please call the Reliance Offer Information Line on 1300 781 374 (within Australia) or +61 3 9415 4681 (outside Australia) from 8.30am until 5.00pm (Melbourne
time), Monday to Friday (excluding public holidays). If you are unclear in relation to any matter or you are uncertain as to whether Reliance is a suitable investment
for you, you should seek professional guidance from your stockbroker, accountant, lawyer or other independent and qualified professional adviser before
deciding whether to invest.
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KEY OFFER STATISTICS1
Indicative Price Range2

$2.27 – $2.50
$715.1 – $918.8 million

Total proceeds from the issue of Shares under the Offer3

315.0 – 367.5 million

Total number of Shares available under the Offer4
Total number of Shares held by the Existing Owners on Completion of the Offer

5

157.5 – 210.0 million
525.0 million

Total number of Shares on issue on Completion of the Offer6

$1,191.8 – $1,312.5 million

Indicative market capitalisation

7

$154.5 million

Pro forma net debt

8

$1,346.3 – $1,467.0 million

Enterprise value9
Enterprise value / pro forma FY2017 forecast EBITDA10

11.4x – 12.5x

Enterprise value / pro forma FY2017 forecast EBIT

13.8x – 15.0x

11

Indicative Price Range / pro forma FY2017 forecast NPAT per Share12

19.0x – 21.0x

Enterprise value / pro forma FY2016 forecast EBITDA

13.8x – 15.0x

13

16.7x – 18.2x

Enterprise value / pro forma FY2016 forecast EBIT14
Indicative Price Range / pro forma FY2016 forecast NPAT per Share

15

Implied forecast dividend yield for FY2017 dividend

16

23.2x – 25.6x
2.4% – 2.6%

1

Key Offer statistics contain Forecast Financial Information, prepared on the basis of the general and specific assumptions set out in Section 4.11.1 and
4.11.2 and should be read in conjunction with the discussion of the Pro Forma Historical Financial Information and the Forecast Financial Information in
Sections 4.10 and 4.11, including the sensitivities set out in Section 4.13, and the risk factors set out in Section 5. The above table contains non-IFRS
financial measures, which are discussed in Section 4.2.4.

2

The Indicative Price Range is the indicative range for the Final Price. The Final Price may be set below, within or above the Indicative Price Range (refer to
Section 7.5.3 for further details). Shares may trade below the Final Price following Completion of the Offer.

3

Based on the Indicative Price Range. The Offer proceeds will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further
details).

4

Number of Shares offered under the Offer will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further details).

5

Assumes no Market Stabilisation Activities (see Section 7.6 for further details).

6

Sum of total number of Shares available under the Offer (includes Over-allotment Shares as described in Section 7.6) and the total number of Shares
issued to the Existing Owners at Completion of the Offer.

7

Indicative market capitalisation is calculated as the Indicative Price Range multiplied by the total number of Shares on issue at Completion of the Offer.

8

Pro forma net debt is calculated as the sum of loans and borrowings under the Banking Facilities and UK Facilities, less estimated cash and cash
equivalents of $10 million at Completion of the Offer (refer Section 4.7.2 for further details).

9

Enterprise value is calculated as the sum of market capitalisation of Reliance at the Indicative Price Range and pro forma net debt (see Section 4.7.2 for
further details).

10 This ratio is commonly referred to as an EV/EBITDA ratio. The EV/EBITDA ratio is calculated as the enterprise value (based on the Indicative Price
Range) divided by pro forma FY2017 forecast EBITDA (before significant items) (refer Section 4.2.4 for an explanation of EBITDA). See also Section 4.11
for a discussion of the assumptions underlying the Forecast Financial Information and Section 4.13 for a sensitivity analysis of the Forecast Financial
Information.
11 This ratio is commonly referred to as an EV/EBIT ratio. The EV/EBIT ratio is calculated as the enterprise value (based on the Indicative Price Range) divided
by pro forma FY2017 forecast EBIT (before significant items) (refer Section 4.2.4 for an explanation of EBIT). See also Section 4.11 for a discussion of the
assumptions underlying the Forecast Financial Information and Section 4.13 for a sensitivity analysis of the Forecast Financial Information.
12 This ratio is commonly referred to as a P/E (NPAT basis) or price/earnings ratio. The P/E (NPAT basis) or price/earnings ratio is calculated as the price
per Share (based on the Indicative Price Range) divided by pro forma FY2017 forecast NPAT per Share (being pro forma FY2017 forecast NPAT of $62.6
million (refer Section 4.3 for further details) divided by the total number of Shares on issue immediately at Completion of the Offer). See also Section 4.11
for a discussion of the assumptions underlying the Forecast Financial Information and Section 4.13 for a sensitivity analysis of the Forecast Financial
Information.
13 This ratio is commonly referred to as an EV/EBITDA ratio. The EV/EBITDA ratio is calculated as the enterprise value (based on the Indicative Price
Range) divided by pro forma FY2016 forecast EBITDA (before significant items) (refer Section 4.2.4 for an explanation of EBITDA). See also Section 4.11
for a discussion of the assumptions underlying the Forecast Financial Information and Section 4.13 for a sensitivity analysis of the Forecast Financial
Information.
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14 This ratio is commonly referred to as an EV/EBIT ratio. The EV/EBIT ratio is calculated as the enterprise value (based on the Indicative Price Range) divided
by pro forma FY2016 forecast EBIT (before significant items) (refer Section 4.2.4 for an explanation of EBIT). See also Section 4.11 for a discussion of the
assumptions underlying the Forecast Financial Information and Section 4.13 for a sensitivity analysis of the Forecast Financial Information.
15 This ratio is commonly referred to as a P/E (NPAT basis) or price/earnings ratio. The P/E (NPAT basis) or price/earnings ratio is calculated as the price
per Share (based on the Indicative Price Range) divided by pro forma FY2016 forecast NPAT per Share (being pro forma FY2016 forecast NPAT of $51.3
million (refer Section 4.3 for further details) divided by the total number of Shares on issue immediately at Completion of the Offer). See also Section 4.11
for a discussion of the assumptions underlying the Forecast Financial Information and Section 4.13 for a sensitivity analysis of the Forecast Financial
Information.
16 Calculated as the implied dividends per Share based on a 50% dividend payout ratio (being the mid-point of the target dividend payout ratio of between
40% and 60% of annual NPAT, divided by the Indicative Price Range. The payment of a dividend by the Company is at the discretion of the Directors and
will be a function of a number of factors the Directors may consider relevant. No assurances can be given by any person, including the Directors, about
the payment of any dividend and the level of franking on any such dividend. For more details on the Company’s dividend policy, see Section 4.14.
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INVESTMENT
IMPORTANT NOTICES
OVERVIEW

1.1

Introduction1

Topic

Summary

What is Reliance?

Reliance is a leader in its key geographic regions in the design, manufacture and supply of high quality, reliable
and premium branded water flow and control products and solutions for the plumbing industry.
Reliance’s products and solutions are used in:
•

Behind the Wall plumbing, which is a term used to describe plumbing infrastructure that enables water to
travel leak-free from the water main to plumbing fixtures (such as taps/faucets) and is generally not visible
within the building; and

•

the manufacture and installation of Hot Water Systems.

Reliance’s products are used in residential (houses and apartments) and commercial (including retail and office
buildings, hotels, and healthcare facilities) applications, with a principal focus on the less cyclical residential repair
and renovation end-market.
Reliance has operations in the USA, Australia, the UK, Canada, and New Zealand. It is also building a presence
in continental Europe, having recently established manufacturing and distribution capabilities and acquired
associated intellectual property and technology in Spain. Reliance has 11 manufacturing facilities located in four
countries.
For more information, see Section 3.1.
What is Reliance’s history and what
is the Restructure?

Reliance traces its history back to the formation of predecessor companies AW Cash Valve MFG Corp. (Cash
Acme) in the USA in 1912 and Reliance Manufacturing Company (RMC) in Australia in 1949. GSA Group
acquired RMC in 1986 and the business of Cash Acme in 2002, and subsequently formed Reliance. Since that
time, Reliance has achieved significant growth in net sales and earnings. This growth has primarily been achieved
through the internal development and commercialisation of innovative new products, geographic expansion, and
targeted, complementary bolt-on acquisitions.
In connection with the Offer, a restructure is being undertaken pursuant to the terms of the Restructure
Agreements in order to consolidate ownership of the Australian and international operations of the ‘Reliance
Worldwide Corporation’ business under a single parent entity, being the Company.
Prior to the Prospectus Date, the Company acquired (through a wholly owned subsidiary) the Australian Reliance
Entities. On the Restructure Completion Date, the Company will (subject to Shares being allotted to successful
Applicants under the Offer) acquire the international Reliance Entities from one of the Existing Owners, GSA
International.
The consideration paid for the Australian Reliance Entities was 131,664,360 Shares. The consideration payable for
the international Reliance Entities comprises the proceeds of the Offer ( which will depend on the Final Price and is
expected to be between $715.1 million and $918.8 million based on the Indicative Price Range) less the costs of
the Offer (which will depend on the level of any discretionary incentive fees that are paid to professional advisers
and is expected to be between $25.74 million and $41.48 million), $160.0 million from a drawdown of the Banking
Facilities (which will be used by GSA Group to repay its existing debt) and Shares. The Share component of the
consideration for the Australian and International Reliance Entities will result in the Existing Owners holding 30% to
40% of the Shares on Completion of the Offer.2
For more information, see Sections 3.1.1, 3.1.2, 7.1.3 and 9.4.2.

1

For the basis of preparation of this Section 1, see each of “Important Notices – References to ‘Reliance’ and ‘Restructure’”, “Important Notices – Financial
Information presentation”, and “Important Notices – Market and industry data based primarily on management estimates”.

2

Shares held will depend on the Existing Owners’ retained interest in Reliance (see section 7.1 for further details). The above percentage assume that no
Market Stabilisation Activities are undertaken (see Section 7.6 for further information).
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What are Reliance’s key products?

Reliance has over 14,000 stock keeping units (SKUs). Its key products are fittings, pipe, control valves and
thermostatic products.

Product

Illustration

Fittings

Description
Fittings, such as Reliance’s SharkBite branded brass Push to Connect
(PTC) fittings, are used in Behind the Wall plumbing systems.
Fittings are connectors. They are used in plumbing systems to
connect lengths of pipes, and to connect pipes to different types of
control valves.

Pipes

Pipes are used in Behind the Wall plumbing systems.
Three main types of pipe are used in plumbing systems: cross-linked
polyethylene (PEX) pipe, copper pipe and thermoplastic pipe made
with chlorinated poly vinyl chloride (CPVC).

Control valves

Control valves are used in Behind the Wall plumbing systems and in
the manufacture and installation of Hot Water Systems.
Control valves, such as temperature and pressure relief valves (T&P
valves), are an important component of water safety on Hot Water
Systems, ensuring water temperature and pressure remain within
prescribed limits to avoid failure of the Hot Water System.

Thermostatic
products

Thermostatic products, such as thermostatic mixing valves, are used
in the installation of Hot Water Systems.
Thermostatic products mix hot and cold water supplies and deliver
water at safer, controlled temperatures.

Reliance also supplies a range of other products, including water meters, custom made brass forgings and fire
protection system products, as well as underfloor/radiant heating control components.
For more information, see Section 3.2.

1.2

Key features of Reliance

Topic

Summary

How does Reliance generate its
revenue?

Reliance generated net sales of $451.7 million in FY2015 through the sale of its plumbing products and solutions.
87% of its FY2015 net sales was derived from the sale of products in its Fittings and Pipe, Control Valves and
Thermostatic Products lines, with the balance derived from the sale of its other products.
66% of Reliance’s FY2015 net sales was derived from its Americas reporting segment, 24% from its Asia Pacific
segment and 10% from its EMEA segment.
For more information, see Section 3.

What are Reliance’s key costs?

Key variable costs are raw materials (including brass, polyethylene and engineered plastic) and selling
commissions and rebates (which are proportionate with net sales). Reliance’s fixed costs include manufacturing
and warehousing overheads, and selling (excluding commissions and rebates), marketing and administration
costs.
Other key expenditure includes capital expenditure on manufacturing equipment, systems and warehouses.
For more information, see Section 3.11.
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Who are Reliance’s customers?

Reliance sells its products to plumbing wholesalers and merchants (Wholesalers), hardware and home
improvement retailers (including hardware stores) (Retailers) and Original Equipment Manufacturers of Hot Water
Systems (OEMs).
Reliance has established broad market coverage and strong, long-term customer relationships in each of its sales
channels and key geographic regions. Reliance’s customers include: AO Smith, Bradford White, Ferguson and
The Home Depot (in the USA and Canada), Dux, Reece, Rheem and Tradelink (in Australia and New Zealand) and
Wolseley (in the UK).2

Figure 1.0: Select Reliance customers

For more information, see Section 3.6.
Where are Reliance’s operations?

Reliance’s corporate head office is in Melbourne, Australia. It has operations in the USA, Australia, the UK,
Canada, New Zealand, and Spain.
For more information, see Sections 3.7 and 3.12.

2

These customers have not authorised or caused the issue of this Prospectus nor have they made any statement in this Prospectus. Accordingly, these
customers make no representation regarding, and take no responsibility for, any statement or material in, or omission from, this Prospectus.
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1.3

Key strengths

Topic

Summary

Leading market positions in its key
geographic regions with trusted
premium brands

Reliance has strong market positions in its Fittings and Pipe, Control Valves and Thermostatic Product lines (on a
unit sales volume basis).
Reliance believes it was the leader in the brass PTC plumbing fittings category for the residential end-market in the
USA, with an estimated 80% share of that category for the calendar year 2014, on a unit sales volume basis.3
Reliance’s estimated positions across key product categories and key geographic regions are set out below:

Figure 1.1: Estimated Reliance product category positions by number of units sold for
calendar year 20144
Product

Illustration
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Brass PTC
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PEX pipe
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mixing valves

Recently

Recently
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launched

#1

#1

#1

#1

#1

Top 2

Reliance’s leading positions are supported by a portfolio of premium, well-established and trusted brands
including SharkBite, Cash Acme, Auspex, Reliance Water Controls and RMC Water Valves. Reliance believes the
products that it distributes under these brands are recognised for their high quality, reliability and innovation.

Figure 1.2: Reliance’s key premium brands

For more information, see Sections 3.3 and 3.4.

3

Reliance estimate. See the Appendix for further details.

4

Reliance estimate. See the Appendix for further details.
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Track record of strong financial
performance and growth

Reliance has a track record of strong and consistent net sales growth. It has achieved a CAGR in constant
currency net sales of 13.3% over the past ten years.5

Figure 1.3: Net sales (FY2006 - FY2015), on a constant currency basis ($ million)5
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More recently, Reliance has increased net sales and EBITDA at a CAGR of 22.0% and 54.2% respectively,
between FY2013 and FY2015.
Reliance is forecast to generate pro forma net sales and EBITDA in FY2016 of $534.9 million and $97.8 million
respectively, and pro forma net sales and EBITDA in FY2017 of $587.8 million and $117.7 million respectively,
representing growth of 9.9% in net sales and 20.3% in EBITDA respectively from FY2016 to FY2017.6
For more information, see Section 4.
Attractive industry fundamentals and In the USA, Reliance’s products are primarily sold into the residential repair and renovation end-market. Over the
end-markets for Reliance’s products next three to five years, Reliance expects this end-market to benefit from increasing renovation activity and spend,
sales of existing homes and the ongoing aging of plumbing systems in residential buildings.
Reliance expects the brass PTC plumbing fittings product category in the USA, which principally serves the
residential repair and renovation end-market, to continue its strong growth. Reliance expects the sales value of
the category to grow at a CAGR of approximately 12% between 2014 to 2017.7 Based on current assumptions,
management expects a similar rate of growth to continue in the following three to five years. This growth reflects
management’s expectation that brass PTC fittings will continue to gain market share from other fittings categories
due to their ease of use, versatility and fast installation time.
Reliance also supplies critical components to OEMs such as Control Valves and Thermostatic Products that are
used in the manufacture and installation of Hot Water Systems. Reliance expects these products to benefit from
the plumbing industry’s and regulators’ continued focus on safe, efficient and innovative products.
For more information, see Section 2.1.3.

5

Ten year period from FY2006 to FY2015. Net sales calculated based on a constant currency basis using the exchange rates assumed in the FY2017
forecast period as outlined in Section 4.11.2.3.

6

See Section 4.11 for a discussion of the assumptions underlying the Forecast Financial Information and Section 4.13 for a sensitivity analysis of the
Forecast Financial Information.

7

Reliance estimate. See the Appendix for further details.
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Barriers to entry and Reliance’s
competitive advantages

Reliance believes that certain barriers to entry and competitive advantages make it difficult for new entrants and
competitors to replicate Reliance’s market leading positions, expertise and relationships in the plumbing industry
in the geographic regions in which it operates. These include:
• well established and market leading positions in key products in primary geographic regions;
• significant capital investment and expertise required by a competitor to establish a scaled and efficient operation;
• a substantial first mover advantage in the brass PTC plumbing fittings category particularly in the USA;
• strong brands in key geographic regions;
• strong and longstanding customer relationships across various sales channels;
• stringent and evolving country-specific plumbing code requirements and regulations; and
• intellectual property protection worldwide, with over 700 trademark registrations, industrial designs and patents.
For more information, see Section 3.5.

Diversified business across
products, geographic regions and
sales channels

Reliance’s business is diversified across its product offering, geographic regions and sales channels. It has a
product offering of over 14,000 SKUs globally. Reliance has established operations in the USA, Australia, the UK,
Canada, New Zealand, and is building a presence in continental Europe following a recent investment in Spain.
The business is also balanced across sales channels, with its products and solutions sold to Retail, Wholesale
and OEM customers.

Figure 1.4: FY2015 net sales composition
Product category

Operating segments

Control
Valves
19%

Fittings
and Pipe
63%

Americas
66%

Sales channel

Asia Pacific
24%
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36%
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Thermostatic
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13%

EMEA
10%
Other
1%

OEM
20%

FY2015 net sales: $451.7 million

For more information, see Sections 3.6, 3.7 and 3.8.
Established manufacturing and
Reliance has 11 manufacturing facilities across four countries - the USA, Australia, New Zealand and Spain.
distribution facilities with blueprint to Reliance invested total capital expenditure of $51.8 million8 over FY2013 to FY2015, which included investment
in both on-site infrastructure and advanced manufacturing tooling and assembly equipment at its USA and
support further capacity expansion
Australian facilities. These investments have enabled Reliance to:
• increase its scale and efficiency;
• retain control over product quality through automation; and
• operate at a lower cost with lower levels of direct labour input.
Reliance recently invested US$14.7 million in the expansion of its USA manufacturing facility in Cullman, Alabama.
This investment program was commenced in November 2014 and is expected to be completed in Q4 FY2016,
increasing Reliance’s brass PTC fittings manufacturing capacity and production flexibility and diversity.

8

20

Includes maintenance capital expenditure and growth capital expenditure. Refer Section 4.8 for further details.
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For the calendar year 2014, Reliance believes it was one of the leading manufacturers and suppliers of high
quality brass PTC plumbing fittings and of temperature and pressure relief valves in the USA and Australia.9
As at the Prospectus Date, Reliance has a global annual production capacity of approximately 44 million units
of SharkBite branded brass PTC fittings, 82 million metres (270 million feet) of PEX pipe, 13 million units of
temperature and pressure relief valves and 0.7 million units of thermostatic mixing valves.
Reliance has the ability, within its existing manufacturing and warehousing infrastructure, to increase manufacturing
capacity with minimal incremental additional capital outlay in order to support the growth of the business over the
next three to five years.
Reliance’s manufacturing facilities are supported by an international network of 10 strategically located distribution
centres.
For more information, see Section 3.8.

Strong in-house R&D capability

Reliance has a strong culture of innovation. This is reflected in Reliance’s commitment to developing and bringing
to market innovative, differentiated products and creating unique plumbing solutions. Reliance’s success in this
area is demonstrated by Reliance’s portfolio of more than 700 intellectual property registrations globally, and
through the successful introduction of the SharkBite branded range of brass PTC fitting products to the USA
plumbing market in 2004.
Reliance operates two R&D centres located in Alabama, USA, and Brisbane, Australia, and has a team of over
40 engineers and technicians located worldwide. In FY2015, Reliance spent $8 million on product development
initiatives, representing 1.8% of its FY2015 net sales.
For more information, see Section 3.9.

Strong long-term customer
relationships across all sales
channels

Reliance sells its products through Wholesale, Retail and OEM sales channels. In each of its key geographic
regions, Reliance has achieved broad market coverage across its sales channels. This includes, for example,
sales relationships with most of the major plumbing Wholesalers in the USA and Australia, as well as with most
of the major OEMs in those two countries. In the Retail sales channel in the USA, Reliance believes it has built a
strong relationship with The Home Depot, which is the largest home improvement speciality retailer in the world
(by sales).
Nine of Reliance’s top 10 customers (by contribution to FY2015 sales, before rebates) have been a customer of
Reliance for more than 10 years. In many instances, Reliance’s relationships with its major customers are on a
preferred supplier basis.
For more information, see Section 3.6.

Proven and experienced
management team and Board of
Directors

Reliance has an experienced management team with a track record of delivering strong financial performance and
growth. Reliance’s senior management team has over 160 years of combined plumbing industry experience and
an average tenure at Reliance of 17 years.
The Chairman, CEO and CFO have been with Reliance for 30, 26 and 26 years respectively. The independent
Non-Executive Board members bring more than 110 years of combined public company executive and
directorship experience with some of Australia’s largest ASX listed companies.
For more information, see Sections 6.1 and 6.2.

9

Reliance estimate. See the Appendix for further details.
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1.4

Key growth drivers

Topic

Summary

Increased penetration of brass PTC
fittings and accessories in the USA

Sales of Reliance’s SharkBite brass PTC fittings have grown strongly in the USA over the past three years,
achieving net sales CAGR of 19.6% from FY2013 to FY201510.
Reliance was the first to introduce a full range of PTC fittings, an innovative fittings technology, to the USA
plumbing industry in 2004 through its premium SharkBite brand. While sales of brass PTC fittings have grown
strongly, Reliance believes that the brass PTC fittings category remains in the early stage of its growth and
development in the USA, with the level of penetration estimated to be only 10% of the overall USA residential
plumbing fittings segment, based on unit sales volume for the calendar year 2014.11
Reliance expects there will continue to be increasing demand for brass PTC fittings within the plumbing industry.
Reliance believes it is well positioned to benefit from this increased demand as the clear category leader (through
SharkBite) with an estimated 80% share of the brass PTC plumbing fittings category in the USA residential endmarket by unit sales volume for the calendar year 2014.12
Sales of PTC accessories in the USA, such as ball valves, flexible connector hoses and service stops, have also
grown rapidly over the past three years, achieving a net sales CAGR of 22.2% from FY2013 to FY2015.13 These
products are now a material part of Reliance’s business. Growth is expected by Reliance to continue over the next
three to five years, supported by increased penetration of the brass PTC fittings category and further extension of
Reliance’s product range.
Reliance is implementing a number of initiatives aimed at maximising the growth potential of its SharkBite branded
brass PTC fittings and accessory products in the USA, including:
•

increasing the product range available to Wholesale customers;

•

continuing to extend its range of PTC related products and accessories (such as by manufacturing valves with
integrated PTC connectors);

•

continuing its historically effective marketing methods; and

•

enhancing customer service and education.

For more information, see Section 3.10.1.
Increased demand for Thermostatic
Products and other products

As one of the leading manufacturers and suppliers of thermostatic mixing valves, Reliance believes that it is well
positioned to benefit from an increase in demand for Thermostatic Products, which it expects to be driven by
industry and regulatory focus on safe and efficient water control products.
In addition, Reliance expects increased penetration of SharkBite brass PTC fittings in the USA and Canada to
create additional demand for many of its other products, including control valves and PEX pipe, as a result of
improved brand awareness and product visibility in both the Wholesale and Retail sales channels.
For more information, see Section 3.10.2.

10 Refer Section 3.7.2, Figure 3.15.
11 Reliance estimate. Refer Section 2.2.1 and Appendix for further details.
12 Reliance estimate. Refer Section 2.2.3 and Appendix for further details.
13 Refer Section 3.7.2, Figure 3.15.
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Expansion into new end-markets

Reliance principally serves the residential repair and renovation end-market in the USA through its range of
SharkBite brass PTC fittings and accessories. Reliance estimates that the residential repair and renovation endmarket accounted for 70% of the overall residential plumbing fittings category in the USA (on a unit sales volume
basis for the calendar year 2014).14 Management believes that the residential repair and renovation end-market is
less cyclical than the residential new construction end-market.
Reliance has recently developed a range of innovative PTC fittings products, leveraging its proven SharkBite PTC
technology, which are designed for specific use in the residential and commercial new construction end-markets
in the USA. These products will be aimed at expanding the size of the market into which Reliance’s PTC products
can be sold in the USA, in particular, markets that are not being serviced by Reliance’s existing brass PTC fittings
products.
These new product ranges are expected to be launched during FY2017. The contribution of those products
to Reliance’s overall FY2017 pro forma net sales is expected to be minimal as Reliance builds its associated
customer base in these new end-markets.
For more information, see Section 3.10.3.

Expansion into new geographic
regions

Reliance has a track record of successfully expanding into new geographic regions.
For example, Reliance established its USA operations in 2000, and since that time, the USA has grown to become
Reliance’s largest geographic region, representing 61% of FY2015 net sales. Similarly, Reliance has achieved
success in Canada since establishing a presence in 2010.
Reliance believes that expansion into continental Europe represents an attractive growth opportunity over the
next three to five years. In addition to Reliance’s established presence in the UK, Reliance recently established
manufacturing and distribution capabilities and acquired associated intellectual property and equipment in
Granada, Spain. This provides Reliance with a manufacturing operation that can be used as a base by the
business to serve continental Europe.
Potential opportunities also exist to enter other geographic regions through exports. Reliance is assessing
opportunities to further expand into Mexico and to enter South America through its existing USA operations and
into South East Asia through its Australian operations.
For more information, see Section 3.10.4.

New product development

New product development and product enhancements have been a key driver of Reliance’s historical growth,
and reflect Reliance’s innovation based culture, commitment to continual innovation and maintaining strong inhouse R&D capabilities.
The development of new products will continue to be a key part of Reliance’s growth strategy.
For more information, see Section 3.10.5.

Industry consolidation

Reliance’s historical growth has primarily been driven internally, through the development and introduction of
innovative new products, and through expansion into new geographic regions. This internal growth has been
complemented by targeted bolt-on acquisitions, which have been undertaken where the commercial and financial
rationale for the acquisition has satisfied Reliance’s investment criteria. Such strategic acquisitions have included
Yorkshire Fittings’ Australian operations in 2000, assets of the Cash Acme business in 2002, Watsford Tubex in
2006, Ryemetal and Auspex in 2007 and TMA in 2014.
Reliance intends to continue evaluating acquisition opportunities that may arise against its business strategy and
investment criteria, with the objective of only pursuing such opportunities if they are expected to deliver meaningful
benefit to the business and be value accretive for Shareholders.
For more information, see Section 3.10.6.

14 Reliance estimate. Refer Section 2.2.1 and Appendix for further details.
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1.5

Key risks

Topic

Summary

Reliance is exposed to changes
in general economic conditions,
legislation and regulation that may
impact activity in Reliance’s endmarkets

Reliance currently has operations in the USA, Australia, the UK, Canada, New Zealand, and is building a presence
in continental Europe through a recent investment in Spain.
Reliance’s financial performance is largely dependent on activity in the residential and commercial repair and
renovation and new construction end-markets. Activities in these end-markets are impacted by changes in
general economic conditions and to legislation and regulation (including plumbing codes). Activities in the repair
end-market are also impacted by extreme weather events.
A prolonged downturn in general economic conditions either globally or in any geographic region in which Reliance
operates may therefore impact demand for plumbing services in the residential and commercial repair and
renovation and new construction end-markets, thereby decreasing demand for Reliance’s products and services.
Any such downturn may have a material adverse impact on Reliance’s operations, net sales and profitability.
For more information, see Section 5.2.1.

Reliance may lose a key customer or Reliance distributes its products to a broad range of end-users, primarily through major Wholesale and Retail
customer support more generally
distributors. In FY2015, Reliance generated 58% of its sales (gross of rebates) from its top ten customers. More
than 50% of sales derived from its top ten customers is derived from Reliance’s top two customers, with the
largest customer being The Home Depot in the USA.
The majority of Reliance’s customer relationships are governed by informal arrangements. There can be no
guarantee that key customers will continue to purchase the same or similar quantities of Reliance’s products as
they have historically. The loss of any of Reliance’s key customers, especially the loss of one or both of its top two
customers, or a significant reduction in the volume of products purchased by one or more key customers, may
adversely impact Reliance’s financial performance.
For more information, see Section 5.2.2.
There may be adverse exchange rate The financial information in Reliance’s financial statements is presented in Australian Dollars. Approximately
movements
67% of Reliance’s FY2017 net sales are expected to be generated in the Americas segment (denominated in
USD or Canadian dollars (CAD)) and approximately 11% in the EMEA segment (denominated in Great British
Pounds (GBP) or Euros). In terms of EBITDA, approximately 59% of Reliance’s FY2017 EBITDA is expected to
be denominated in USD/CAD and approximately 4% in GBP/Euros. Reliance also sources raw materials and
finished goods in USD and Euros. The non-Australian Dollar denominated net sales, expenditures, cash flows and
financial position of Reliance’s non-Australian operations are translated into Australian Dollars for the purposes of
presenting the consolidated Reliance group financial performance and position.
Accordingly, Reliance is subject to adverse exchange rate movements, particularly, adverse movements in
the USD:AUD exchange rate, the GBP:AUD exchange rate and the CAD:AUD exchange rate. The Forecast
Financial Information assumes an average exchange rate in FY2017 of one Australian Dollar to US$0.75, one
Australian Dollar to 1.00CAD and one Australian Dollar to 0.49GBP. In the context of presenting the non-Australian
operations’ net sales, expenditures, cash flows and financial position in Australian Dollars, an adverse movement
in the exchange rate (i.e. an increase in the Australian Dollar relative to the USD, CAD or GBP) may have an
adverse impact on Reliance’s future reported financial performance (i.e. reduce its net sales, profitability, cash
flows and financial position). Furthermore, as Reliance expands globally, it will be exposed to additional currencies
and a higher proportion of its net sales, profitability, cash flows and financial position will be affected by exchange
rate movements.
Reliance does not typically hedge its foreign exchange exposures. Accordingly, a severe or sustained appreciation
of the AUD against the currencies mentioned above, in particular the USD, may adversely affect Reliance’s future
reported financial performance, particularly its net sales, profitability, cash flows and financial position.
For more information, see Section 5.2.3.
Reliance may suffer reputational
Reliance believes that the reputation of its products and brands are key to its success. Reliance’s reputation and
damage due to product performance the value of its brands may be damaged as a result of negative customer or end-user experiences. Reliance’s
or failures or other issues
reputation may also be adversely affected by the actions or omissions of customers such as OEMs, to whom
Reliance supplies component parts. Erosion of Reliance’s reputation as a result of one or a combination of these
factors may reduce demand for Reliance’s products, diminish the value of Reliance’s brands, or adversely impact
relationships with key customers, suppliers or employees, which in turn may adversely impact Reliance’s net sales
and profitability.
For more information, see Section 5.2.4.
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Topic

Summary

Reliance may be unable to attract or
retain key personnel

Reliance’s success depends on the continued active participation of its senior management team (outlined in
Section 6.2), key operating personnel and the R&D team (whose in-house new product design and development
capabilities are integral to Reliance’s future growth, as discussed in Section 3.9).
If Reliance were to lose any of its key personnel or if it were unable to employ additional or replacement personnel,
its operations could be adversely affected. If any of these events were to occur for a significant period of time,
Reliance’s financial condition, net sales and profitability could be adversely impacted.
For more information, see Section 5.2.5.

Reliance’s manufacturing facilities
may break down, perform poorly,
fail or be impacted by a fire or major
weather event

Reliance manufactured approximately 70% of products it sold in FY2015 at its manufacturing facilities across
Australia, the USA and New Zealand. The equipment and management systems necessary for the operation
of Reliance’s manufacturing facilities may break down, perform poorly, fail, or be impacted by a fire or major
weather event (such as a snow storm, tornado, cyclone or flood), resulting in manufacturing delays, increased
manufacturing costs or an inability to meet customer demand.
Any significant or sustained interruption to Reliance’s manufacturing processes, may adversely impact production
capacity and, as a result, Reliance’s net sales and profitability.
For more information, see Section 5.2.6.

Cost of raw materials may increase
or the availability of raw material
supplies may decrease

Reliance depends on its procurement agreements, arrangements and relationships for the supply of raw materials
which are essential inputs into the majority of the products Reliance manufactures. Reliance does not currently
hedge against such commodity prices and instead purchases its raw materials at spot market prices.
Any adverse change in Reliance’s ability to procure raw materials, a material increase in the cost of raw materials
or any increase in indirect production input costs of such raw materials, would result in an increase in Reliance’s
overall costs, and if Reliance is unable to pass on such cost increases to its customers, could thereby reduce the
Company’s profitability.
For more information, see Section 5.2.7.

Others may infringe Reliance’s
intellectual property rights or
independently develop similar
technology

Reliance typically seeks to protect its intellectual property through patents, industrial designs and trademark
registrations both in Australia and across various international jurisdictions.
Any successful replication of Reliance’s products, including its SharkBite branded products, end-user acceptance
of similar products already in the market or any other infringement of Reliance’s intellectual property may reduce
Reliance’s net sales from those products, which may in turn adversely impact Reliance’s net sales and profitability.
Any legal action that Reliance may bring to protect its intellectual property may be unsuccessful, protracted and
expensive and could divert management’s attention from normal business operations.
For more information, see Section 5.2.8.

Reliance may be adversely affected Reliance is exposed to the risk of product recalls and product liability claims where a defect in a product sold
by product recalls or product liability or supplied by Reliance could result in, results in or is alleged to have resulted in, personal injury or property
claims
damage.
Reliance may suffer loss as a result of claims for which it is not insured or coverage being denied or in connection
with a loss that exceeds Reliance’s insured limits. In addition, a product recall may expose Reliance to financial
liability, decrease demand for its products or damage Reliance’s business reputation, brand names or its
relationships with its customers. If any of those events were to occur, they may result in Reliance losing market
share and may adversely affect its net sales and profitability.
For more information, see Section 5.2.9.
Reliance’s competitive position may
deteriorate

Reliance operates in an intensely competitive and relatively highly regulated industry that requires manufacturers
to respond to frequent product specification changes driven by customer preferences, plumbing codes and
regulatory agencies.
Reliance’s competitive position may deteriorate as a result of, for example, the emergence of new competitors,
the introduction of imported products, or Reliance’s failure to successfully adapt to changing market conditions,
customer demands, pricing and technological developments. Furthermore, if Reliance’s existing or new products
do not achieve or maintain market acceptance or necessary regulatory approvals, or if Reliance is unable to
introduce new products in a timely manner, Reliance’s operating and financial performance may be adversely
impacted.
For more information, see Section 5.2.10.
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1.6

Directors and key management

Topic

Summary

Who are the Directors?

Jonathan Munz (Non-Executive Chairman)
Heath Sharp (Chief Executive Officer and Managing Director)
Russell Chenu (Independent Non-Executive Director)
Stuart Crosby (Independent Non-Executive Director)
Ross Dobinson (Independent Non-Executive Director)
For more information, see Section 6.1.

Who are the leadership team of
Reliance?

Heath Sharp (Chief Executive Officer and Managing Director)
Terry Scott (Chief Financial Officer)
Sean McClenaghan (Chief Executive Officer, USA)
Brad Reid (Chief Executive Officer, Australia and New Zealand)
Mike Saunders (Chief Executive Officer, UK)
David Succurro (Chief Executive Officer, Canada)
Bill Kluss (Chief Manufacturing Officer)
Dixon Thuston (Global VP, Engineering)
For more information, see Section 6.2.

1.7

Significant interests of key people

Topic

Summary

Who are the Existing Owners, what
will their interests be on Completion
of the Offer and what benefits are
payable to them?

The Existing Owners, being the owners of the Reliance Entities prior to the Restructure, are Jayburn and GSA
International. These entities are both wholly owned by GSA Group, an entity owned and controlled by the Munz
family, and associated with Jonathan Munz (Non-Executive Chairman).
The Existing Owners will receive the proceeds of the Offer less the costs of the Offer, $160 million from the
drawdown of the Banking Facilities (which will be used by GSA Group to repay its existing debt) and Shares in
exchange for the Reliance Entities, pursuant to the terms of the Restructure Agreements.
As a result of the Restructure and Offer, the Existing Owners will together hold between 30% and 40% of the
Shares on issue on Completion of the Offer.15
For more information, see Sections 7.1 and 9.4.2.

What significant benefits are payable
to the Directors and other persons
connected with the Company or the
Offer and what significant interests
do they hold?

The Shareholdings of the Directors on Completion of the Offer are set out in Section 6.3.1.4. Directors and senior
management are entitled to remuneration and fees as disclosed in Sections 6.3.1 and 6.3.2.
The Company has established the Reliance Worldwide Corporation Limited Equity Incentive Plan.
Advisers and other service providers are entitled to fees for services as disclosed in Section 6.3.4.
For more information, see Section 6.3.

Will any Shares be subject to
restrictions on disposal following
Completion of the Offer?

Yes. Up to 40.3% of the Shares will, from Completion of the Offer, be subject to voluntary escrow arrangements15.
For more information, see Section 7.7.

15 Shares held will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further details). The above percentages assume that no
Market Stabilisation Activities are undertaken (see Section 7.6 for further details).
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1.8

Key Offer statistics1

Topic

Summary

What are the key Offer statistics?

Indicative Price Range2

$2.27 – $2.50
$715.1 – 918.8 million

Total proceeds from the issue of Shares under the Offer3

315.0 – 367.5 million

Total number of Shares available under the Offer4
Total number of Shares held by the Existing Owners on Completion of the Offer

5

$1,191.8 – $1,312.5 million

Indicative market capitalisation

7

Pro forma net debt

157.5 – 210.0 million
525.0 million

Total number of Shares on issue on Completion of the Offer6

$154.5 million

8

$1,346.3 – $1,467.0 million

Enterprise value9

11.4x – 12.5x

What are the key investment metrics? Enterprise value / pro forma FY2017 forecast EBITDA10

13.8x – 15.0x

Enterprise value / pro forma FY2017 forecast EBIT

11

Indicative Price Range / pro forma FY2017 forecast NPAT per Share12

19.0x – 21.0x

Enterprise value / pro forma FY2016 forecast EBITDA

13.8x – 15.0x

13

16.7x – 18.2x

Enterprise value / pro forma FY2016 forecast EBIT

14

Indicative Price Range / pro forma FY2016 forecast NPAT per Share

15

23.2x – 25.6x

Implied forecast dividend yield range for FY2017 dividend

2.4% – 2.6%

Pro forma net debt / pro forma FY2017 forecast EBITDA16b

1.3x

Pro forma net debt / pro forma FY2016 forecast EBITDA

1.6x

16a

17

16.3x

Pro forma FY2017 interest cover

18

For notes 1 - 16a above, refer to notes in Key Offer Statistics on pages 9 and 10.

16b This ratio is commonly referred to as a net debt/EBITDA ratio. The net debt/EBITDA ratio for FY2016 is calculated as the pro forma forecast net debt as at
30 April 2016 divided by the pro forma FY2017 EBITDA (before significant items). See also Section 4.11 for a discussion of the assumptions underlying the
Forecast Financial Information and Section 4.13 for a sensitivity analysis of the Forecast Financial Information.
17 This ratio is commonly referred to as a net debt/EBITDA ratio. The net debt/EBITDA for FY2017 ratio is calculated as the pro forma forecast net debt as at
30 April 2016 divided by the pro forma FY2016 EBITDA (before significant items). See also Section 4.11 for a discussion of the assumptions underlying the
Forecast Financial Information and Section 4.13 for a sensitivity analysis of the Forecast Financial Information.
18 This ratio is calculated as the pro forma forecast FY2017 EBIT divided by the forecast FY2017 net finance costs.
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1.9

Financials and dividend policy

Topic

Summary

What is Reliance’s pro forma
historical and forecast financial
performance?

A selected summary of Reliance’s financial information is set out below. Investors should read this information
in conjunction with the more detailed discussion of the Financial Information set out in Section 4, including the
discussion of the assumptions and the sensitivity analysis, as well as the key risks set out in Section 5.
June year end

Pro Forma Historical Results

$ millions
Net sales
EBITDA

1

EBIT1

Pro Forma Forecast Results

FY2013

FY2014

FY2015

FY2016

FY2017

303.3

392.2

451.7

534.9

587.8

33.4

65.7

79.4

97.8

117.7

22.3

52.1

65.4

80.6

97.8

51.3

62.6

9.8

11.9

NPAT
Earnings per Share (cents)

2

June year end
$ millions
Net sales
NPAT

Combined Historical Results

Statutory Forecast Results

FY2013

FY2014

FY2015

FY20163

FY20174

303.3

392.2

451.7

89.0

587.8

16.7

35.3

46.7

(5.4)

62.6

1 EBITDA (before significant items) and EBIT (before significant items). A summary of pro forma adjustments and
significant items is contained in Section 4.5.
2 Based on pro forma forecast NPAT divided by total number of Shares on issue at Completion of the Offer. See
also Section 4.11 for a discussion of the assumptions underlying the Forecast Financial Information and Section
4.13 for a sensitivity analysis of the Forecast Financial Information.
3 The FY2016 Statutory Forecast Results represent forecast trading for the period from Completion of the Offer
(assumed to be 1 May 2016) to 30 June 2016 and include the expenses associated with the Offer.
4 No pro forma adjustments have been made to FY2017. As a result, Pro Forma Forecast Results are the same as
Statutory Forecast Results.
For more information, see Section 4.
What is Reliance’s dividend policy?

The Directors intend to target a dividend payout ratio of 40% to 60% of the Company’s annual NPAT.
The actual payout ratio and amount of dividends actually paid are expected to vary between periods depending
on factors the Directors may consider, including the general business environment, the operating results and
financial condition of Reliance, future funding requirements, capital management initiatives, taxation considerations
(including the level of franking credits available), any contractual, legal or regulatory restrictions on the payment of
dividends by Reliance, and any other factors the Directors may consider relevant.
It is the current intention of the Board to declare an interim dividend in respect of the six months ending 31
December 2016, and a final dividend in respect of the six months ending 30 June 2017 in line with the target
dividend payout ratio. No dividend is expected to be declared for the period from Listing to 30 June 2016.
No assurance can be given by any person, including the Directors, about the payment of any dividend and the
level of franking and imputation on any such dividend.
As the Company generates a portion of its sales from international operations, which affects the availability of
franking credits, the Directors may determine that dividends are only partially franked. Any unfranked dividends
declared to be ‘conduit foreign income’ being dividends attributable to tax exempt or tax sheltered foreign profits
will not be subject to Australian withholding tax upon payment to non-resident Shareholders.
For more information, see Section 4.14.
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1.10

Overview of the Offer

Topic

Summary

Who is the issuer of this Prospectus? Reliance Worldwide Corporation Limited (ACN 610 855 877).
For more information, see Section 9.1.
What is the Offer?

The Offer is an initial public offering of 315.0 to 367.5 million Shares for issue by the Company.19
Following Completion of the Offer, the Existing Owners will hold a maximum of 40% of the Shares on issue and
reserve the right to retain at least a 30% Shareholding. Depending on the proportion of Shares retained by the
Existing Owners, the Shares offered under this Prospectus will represent approximately 60% to 70% of the Shares
on issue on Completion of the Offer.20
All Shares will be issued at the Final Price.
For more information, see Section 7.1.

What is the Indicative Price Range?

$2.27 to $2.50 per Share.
For more information, see Section 7.5.2.

Why is the Offer being conducted?

The Offer is being conducted to:
• enable the Existing Owners to realise part of their investment in Reliance;
• provide a liquid market for Shares; and
• provide the Company with access to capital markets to improve capital management flexibility.
For more information, see Section 7.1.

What are Market Stabilisation
Activities?

The Company (in agreement with the Joint Lead Managers) may determine to facilitate market stabilisation
activities post Listing by designating a specified number of Shares issued to successful Applicants under the
Offer as Over-allotment Shares and placing the Offer proceeds from the Over-allotment Shares into a stabilisation
account.
At any time during the 30 day period following Listing, the Stabilisation Manager may engage in market
stabilisation activities by bidding for or purchasing Shares on market (Market Stabilisation Activities).
The purpose of any Market Stabilisation Activities would be to adjust the available supply of Shares if a decline in
market price below the Final Price were to indicate excess supply. The Stabilisation Manager’s purchase of Shares
may have the effect of stabilising the trading price for Shares on the ASX in circumstances where the trading price
is at or below the Final Price. The Stabilisation Manager may also offer to resell (on market) some or all of the
Shares purchased pursuant to Market Stabilisation Activities. The resale of Shares may also affect the trading price
for Shares on the ASX (by increasing supply and therefore restraining a rise in price).
For more information, see Section 7.6.

19	The number of Shares offered under the Offer will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further details).
20	Shares held will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further details) and assumes that no Market Stabilisation
Activities are undertaken (see Section 7.6 for further details).
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What would be the impact of any
Market Stabilisation Activities on
the Shareholding of the Existing
Owners?

Prior to the Offer
Percentage
Shareholding

After Completion of the Offer and
after the Stabilisation Period
Shares held
(million)

Percentage
Shareholding

If there are no Market Stabilisation Activities1
Existing Owners
New Shareholders

100%2

157.5 – 210.0

30 – 40%

0%

315.0 – 367.5

60 – 70%

If there are Market Stabilisation Activities to the maximum extent permitted

3

Existing Owners
New Shareholders

100%2

194.3 – 241.5

37 – 46%

0%

283.5 – 330.7

54 – 63%

1 Shares held by the Existing Owners at the end of the Stabilisation Period will depend on the Existing Owners’
retained interest in Reliance (see Section 7.1 for further details).
2 Excluding two redeemable preference shares issued for nominal consideration that will be redeemed at their
face value following Completion of the Offer.
3 Shares held by the Existing Owners at the end of the Stabilisation Period will depend on the Existing Owners’
retained interest in Reliance (see Section 7.1 for further details) assuming that the maximum number of Shares
are purchased by the Stabilisation Manager under the Market Stabilisation Activities and transferred to GSA
International under the terms of the Stabilisation Manager Deed (see Section 7.6 for further details).
For more information, see Sections 7.1 and 7.6.
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Topic

Summary

How will the proceeds of the Offer
be used?

Proceeds from the Offer will be used to pay the consideration payable to the Existing Owners for the transfer of the
Reliance Entities (being the operating companies that conduct Reliance’s business) and to pay the costs of the
Offer.
For more information, see Section 7.1.

Will the Shares be quoted on the
ASX?

On 12 April 2016, the Company applied to the ASX for admission to the official list of the ASX and quotation
of Shares on the ASX under the code ‘RWC’. Completion of the Offer is conditional on the ASX approving this
application. If approval is not given within three months after such application is made (or any longer period
permitted by law), the Offer will be withdrawn and all Application Payments received will be refunded without
interest as soon as practicable in accordance with the requirements of the Corporations Act.

How is the Offer structured?

The Offer will comprise:

For more information, see Section 7.9.
• the Broker Firm Offer;
• the Priority Offer; and
• the Institutional Offer.
No general public offer of Shares will be made under the Offer.
For more information, see Sections 7.3, 7.4 and 7.5.
Is the Offer underwritten?

No. The Offer is not underwritten.
For more information, see Section 9.4.1.

What is the allocation policy?

The allocation of Shares between the Broker Firm Offer, Priority Offer and Institutional Offer will be determined
by the Company in agreement with the Joint Lead Managers. The allocation of Shares to participants under the
Institutional Offer will be determined by the Company in agreement with the Joint Lead Managers.
For Broker Firm Offer participants, the relevant Broker will decide how it allocates Shares among its retail clients,
and it (and not the Company or the Joint Lead Managers) will be responsible for ensuring that retail clients who
have received an allocation from their Broker receive the relevant Shares.
The Company will determine the allocation of Shares to participants in the Priority Offer in its absolute discretion.
For more information, see Sections 7.3, 7.4 and 7.5.
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Is there any brokerage, commission
or stamp duty payable by
Applicants?

No brokerage, commission or stamp duty is payable by Applicants on the acquisition of Shares under the Offer.

What are the tax implications of
investing in the Shares?

A summary of certain Australian and New Zealand tax consequences of participating in the Offer and investing in
Shares are set out at Sections 9.5 and 9.6.
The tax consequences of any investment in Shares will depend upon an investor’s particular circumstances.
Applicants should obtain their own tax advice prior to deciding whether to invest in Shares.
For more information, see Sections 9.5 and 9.6.

How can I apply?

Eligible investors may apply for Shares under the Offer by completing a valid Application Form attached to or
accompanying this Prospectus.
•

Applicants under the Broker Firm Offer should complete a hard copy Broker Firm Offer Application Form and
follow the instructions of their Broker.

•

Applicants under the Priority Offer should complete a Priority Offer Application Form attached to or
accompanying a paper copy of this Prospectus or the electronic version of the Prospectus available to Priority
Offer Applicants in Australia and New Zealand at www.relianceshareoffer.com.au, during the Offer Period.

•

If you are an Institutional Investor, separate instructions in relation to the Institutional Offer will be provided to
you by the Joint Lead Managers.

To the extent permitted by law, an Application is irrevocable.
For more information, see Sections 7.3, 7.4 and 7.5.
When will I receive confirmation that Confirmations of successful Applications in the form of holding statements are expected to be mailed on or
my Application has been successful? around Thursday, 5 May 2016.
For more information, see Important Dates on page 8.
Can the Offer be withdrawn?

The Company reserves the right to not proceed with the Offer at any time before the issue of Shares to successful
Applicants.
If the Offer does not proceed, Application Payments will be refunded. No interest will be paid on any Application
Payments refunded as a result of the withdrawal of the Offer.
For more information, see Sections 7.3, 7.4 and 7.5.

Where can I find out more about this
Prospectus or the Offer?

Please call the Reliance Offer Information Line on 1300 781 374 (within Australia) or +61 3 9415 4681 (outside
Australia) from 8.30am to 5.00pm (Melbourne time), Monday to Friday (excluding public holidays).
If you have any questions about whether to invest in Shares, you should seek professional advice from
your stockbroker, accountant, lawyer or other professional adviser.
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2.1

Introduction1

This Prospectus (and in particular this Section 2) contains data relating to the industries, segments and end-markets in which Reliance operates.
Such information includes, but is not limited to, statements and data relating to: product segment and category sizes (by number of units and net sales in
Australian and US Dollars), estimated historical and forecast market growth (by number of units and net sales in Australian and US Dollars), market segmentation
((e.g. the size of the repair and renovation end-market compared to the new construction end-market for a product segment), market trends and Reliance’s
estimated product segment, category share and industry position. Unless otherwise stated, this information has been prepared by the Company using both
publicly available data and its own internally generated data. The Company’s internally generated data is based on estimates and assumptions that both the
Directors and the Company’s management believe to be reasonable, as at the Prospectus Date. Please refer to the Appendix in Section 12 for further information
about how this data has been prepared and the limitations on its usefulness.
To the extent the information relates to future events, it is subject to risks and uncertainties and may change as a result of various factors, including those
described in Section 5.

2.1.1

Overview of the plumbing industry

The products used in the plumbing industry can be divided into two key categories: Behind the Wall plumbing products and Front of Wall plumbing products.
Behind the Wall plumbing products are infrastructure products that are generally not visible within the building. They include fittings, pipes, control valves and
thermostatic products. Reliance believes that the end-users of Behind the Wall plumbing products are primarily focused on the quality of the product, and its
functionality and long-term reliability.
Front of Wall products (also known as “decorative” or “finish” plumbing products) are generally visible within the building. They include water outlets and
associated fixtures such as taps/faucets, shower heads, sinks and bathroom ceramics. Reliance believes that the end-users of Front of Wall plumbing products
tend to be focused on aesthetic features, and demand for those products is more heavily influenced by consumer trends.
Reliance designs, manufactures and supplies a range of water flow and control products and solutions for the plumbing industry. These products and solutions
are typically used in Behind the Wall plumbing. They include fittings, pipes, valves and accessories, which can be used together in a plumbing system. Reliance’s
products play a critical role in ensuring the leak-free supply of water from the water main to plumbing fixtures (such as taps/faucets and shower heads) inside
residential and commercial buildings. Reliance also supplies a range of products and components, including control valves and thermostatic mixing valves,
which are used in the manufacture and installation of Hot Water Systems.

1

For the basis of preparation of this Section 2, see each of “Important Notices – References to ‘Reliance’ and ‘Restructure’”; “Important Notices – Market
and industry data based primarily on management estimates”; and “Important Notices – Financial Information presentation”.
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Figure 2.0: Overview of the plumbing industry
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In FY2015, Reliance generated 87% of its net sales from products in its key product segments (fittings, pipe and valves), of which the majority of such sales was
generated in its two largest geographic regions, being the USA and Australia.
Reliance also sells its range of Behind the Wall plumbing products into New Zealand, Canada, the UK and currently exports a small amount of product into other
geographic regions. While there are trends and market drivers that impact the plumbing industry globally, each geographic region typically has a unique industry
structure and competitive environment and varies in market size and growth rates. This is discussed in Section 2.8.
In addition to its key product segments, Reliance also sells a wide range of other products, including water meters, underfloor/radiant heating control components,
plastic extrusion products (tubes) and fire protection system products (e.g. fire hose reels) used in residential, commercial and industrial applications. These
other products are subject to a number of different industry and growth drivers, including general economic growth, population growth, and business and
consumer confidence levels.
This Section 2 provides an overview of Reliance’s key product segments (fittings, pipe and valves) in its two largest geographic regions, being the USA and
Australia. Reliance also sells a range of accessories, most of which relate to its PTC product category, including ball valves, flexible connector hoses and service
stops, which are an extension of the business’ Fittings and Pipe offering (see Section 3.2.3 for further details). While the market for accessories is not discussed
separately in this Section 2, it is driven by similar dynamics as the fittings and pipe segments in each geographic region.

36

Reliance Worldwide Corporation Limited

2.1.2

The Behind the Wall plumbing value chain

Reliance supplies fittings, pipe, valves, accessories and other products that are typically used by end-users such as plumbers/contractors. These end customers
purchase Reliance’s products (either as individual products or in combination with other products as plumbing solutions) through a number of distributors,
including Wholesalers and Retailers, through their physical and online stores.

Figure 2.1: Behind the Wall plumbing value chain
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Plumbing manufacturers (such as Reliance) sell valves used in the manufacture and installation of Hot Water Systems to original equipment manufacturers
(OEMs) (who incorporate the valves into their finished products). Valves used in the installation and maintenance of Hot Water Systems are generally purchased
by the installer from Wholesalers and Retailers.
Plumbing manufacturers may also sell directly to distributors in other geographic regions in which they do not have a distribution operation – these are referred
to by Reliance in Figure 2.1 as Export.
Key raw material and product inputs used in the manufacture of Behind the Wall plumbing products, such as fittings, pipe and valves include brass, plastic and
other components, are typically sourced globally, and from local suppliers where possible.

2.1.2.1 The USA plumbing products value chain
In the USA, Behind the Wall plumbing products are primarily distributed to end-users by Wholesalers (who sell products to plumbers/contractors) and Retailers
(who sell products to plumbers/contractors and DIY users). End-users are predominantly independent contractors and, as such, the industry’s customer base
is relatively fragmented.

2.1.2.2 The Australian plumbing products value chain
In Australia, plumbing products are primarily distributed through Wholesalers, who target plumbing companies and independent contractors. Unlike the USA,
Australian end-users are primarily professional plumbers due to the fact that product warranties, home insurance policies, and local plumbing codes and
regulations discourage product installation by DIY users.

2.1.3

Behind the Wall product end-markets and economic drivers

In the USA, Reliance’s products and solutions are primarily used in repair and renovation work in residential and commercial buildings, but are not widely used
in the new construction market. However, Reliance has a strategy to begin competing in the USA residential and commercial new construction end-markets with
the introduction of products in FY2017. See Section 3.10.3 for further details.
In Australia, demand for Reliance’s products and solutions is relatively balanced between the new construction end-market (for both residential and commercial
builds) and the repair and renovation end-market.
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The key driver of the new construction end-market is residential and commercial construction activity, which is impacted by a number of underlying factors
including investor and consumer confidence, GDP growth, interest rates, property prices and weather conditions.
Reliance believes that the key drivers of the repair and renovation end-market are:
•

repair and renovation activity and spend;

•

sales of existing homes and expected home re-sale value;

•

extreme weather events, which typically increase repair and renovation activities; and

•

residential and commercial new construction activity.

The above key economic drivers do not vary significantly between the geographic regions within which Reliance operates.

2.1.3.1 Economic drivers — USA
Home improvement spend in the USA is projected to grow at approximately 5% per annum from 2015 to 20192, which Reliance believes will be driven by a
number of factors, including baby-boomers renovating their homes as they retire, millennials renovating as they start to buy homes, and the ongoing aging of
residential buildings (which includes the aging of the installed base of those buildings’ plumbing systems).
Existing home sales in the USA are forecast to grow at approximately 4% per annum from 2014 to 20173, which Reliance expects to contribute to growth in
residential repair and renovation activity, given that people often renovate immediately before selling, or soon after buying, a home.
Residential new construction spend in the USA is projected to grow at a CAGR of approximately 8% from 2015 to 2020, which is expected to be underpinned by
continuing low interest rates and a favourable economic environment.4 Commercial new construction is expected to be underpinned by growth in construction
of offices, hotels, health and retail buildings, leading to an estimated new construction CAGR of approximately 5% from 2015 to 2020.5
In the USA, weather conditions can vary significantly between seasons and can have a material impact on the level of new construction, and repair and renovation
activities. New construction and renovation activities are typically higher during the warmer months and slow down during the colder months. In contrast, repair
activity (particularly in Behind the Wall plumbing) generally increases during the colder months and is relatively stable during the warmer months.

Figure 2.2: USA home improvement and repair, and residential home sales
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Figure 2.3: USA residential and commercial new construction spend (US$ billion) (2010–2020)
Commercial new construction spend (US$ billion)
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2.1.3.2 Economic drivers — Australia
In Australia, the rate of new residential construction is expected to slow during the period from 2015 to 2020 due to the tightening of loan approval conditions or
requirements and regulatory changes restricting foreign investment, and housing oversupply in certain markets, particularly inner city apartments in Melbourne
and Sydney.6
Commercial new construction is expected to grow at a CAGR of approximately 1.2% per annum over 2015 to 2020, led by growth in office, retail, health and aged
care construction in capital city central business districts.7

Figure 2.4: Australian residential and commercial new construction spend (A$ billion) (2010–2020)
Residential new construction spend (A$ billion)
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2.2

USA Behind the Wall plumbing fittings

2.2.1

Overview

Fittings are connectors. They are used in plumbing systems to connect lengths of pipes and to connect pipes to valves. A number of different types of fittings
are sold in the plumbing market, ranging from traditional solder fittings to PTC fittings, which are designed to save time and labour costs. Each type of fitting has
its own advantages, and prices vary across fitting types. The main product categories are described below:

Figure 2.5: Description of fittings and connection methods in the USA
Reliance product offering
in the USA

Fitting

Description

Crimp

•

Crimp fittings use a tool to compress (crimp) a metal ring around PEX pipe

CPVC

•

CPVC is a low cost rigid plastic connection made using glue / chemical solvent

•

Only suitable with CPVC pipe and fittings

•

The expansion method uses a tool to expand a PEX pipe, which then contracts
around the fitting

•

Only for particular type of PEX pipe (PEXa)

•

Press connectors use a tool to compress (press) a fitting around a pipe

•

Most commonly copper pipe and copper fittings

•

Push to Connect fittings are a push-on fitting requiring limited training and no
special connection tool

•

Suitable for PEX, copper and CPVC pipe

•

Solder connection methods are a traditional method of connection using a blow
torch to melt a filler material (solder) to connect the fitting to the copper pipe

Expansion

Press
Push to Connect or PTC

Solder

✓
✗

✗

✗

✓

✗

Reliance estimates that 300 million plumbing fittings were sold in the USA residential end-market in the 2014 calendar year,8 worth approximately US$410 million9.
While the size of the commercial end-market is more difficult to estimate due to greater variation in building sizes and average fittings used per building, Reliance
believes the commercial end-market for plumbing fittings is likely to be the same approximate size on a sales value basis as the residential end-market.10
Reliance believes that approximately 70% of plumbing fittings sold in the USA residential end-market for the calendar year 2014 were used in the repair and
renovation end-market with the balance of 30% used in new construction end-market.11 The USA has a large repair and renovation end-market due to the number
and age of the country’s residential buildings (and therefore the large installed base of plumbing systems within those buildings), as well as the fact that many
parts of the USA commonly experience extreme temperature fluctuations and weather conditions that can drive the need for repairs.

8	Reliance estimate. See the Appendix for further details.
9	Reliance estimate. See the Appendix for further details.
10	Reliance estimate. See the Appendix for further details.
11	Reliance estimate. See the Appendix for further details.
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Currently, the majority of fittings sold in the residential end-market are PEX crimp, PEX expansion and copper solder fittings. PTC fittings have been gaining
market share in the repair and renovation end-market, due to their ease of use and significantly faster installation time (relative to the other more traditional fittings),
reflecting the fact that they can be installed without using special tools.

Figure 2.6: Estimated USA residential plumbing fittings segment (calendar year 2014, by unit sales volume)12
Split by residential end-market
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Reliance expects the residential plumbing fittings segment to grow at a CAGR of approximately 5% per annum over the period from 2014 to 2017 on a unit sales
volume basis.13 Reliance expects this growth to be driven by increasing activity in both the residential new construction and the residential repair and renovation
end-markets, in particular:
•

an ongoing rebound in residential new construction activity due to relatively low interest rates and improving consumer confidence, resulting in an
expected favourable economic environment; and

•

rising house prices, aging residential buildings, a large and growing number of existing residential building sales, driving renovation spending, and
millennials purchasing their first homes.

Reliance expects the growth in sales value of the plumbing fittings segment to outpace growth in unit sales volume in the next three to five years, due to the
expected ongoing shift to relatively higher unit price fittings such as PTC.

2.2.1.1 PTC fittings category
PTC fittings allow lengths of pipe to be connected through a rapid push-on connection mechanism, without the need for soldering, clamps/rings, glue or tools.
Reliance was the first to introduce a full range of PTC fittings to the USA plumbing industry, through its premium SharkBite brand in 2004.
Reliance estimates that 30 million units of brass PTC fittings were sold in the USA residential end-market for the calendar year 2014, worth approximately US$135
million, and that the majority of these fittings were used in the repair and renovation end-market.14 For the calendar year 2014, Reliance estimates that brass PTC
fittings accounted for 10% of the total USA residential plumbing fittings segment, and 15% of the residential repair and renovation end-market on a unit sales
volume basis.15

12 Reliance estimate. See the Appendix for further details.
13 Reliance estimate. See the Appendix for further details.
14 Reliance estimate. See the Appendix for further details.
15 Reliance estimate. See the Appendix for further details.

Reliance Worldwide Corporation Limited

41

IMPORTANT
INDUSTRY
OVERVIEW
NOTICES
Figure 2.7: Estimated brass PTC fittings segment penetration in the USA residential end-market (calendar year 2014, by unit
sales volume)16
Residential repair and renovation end-market
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Key trends, outlook and drivers

Within the plumbing fittings segment, Reliance believes that a generational shift in plumbers is contributing to a change in the type of fittings most commonly
used. For example, Reliance believes that as older plumbers who have been traditionally trained in soldering and crimp methods retire, younger plumbers will
continue to embrace relatively easy-to-install and time saving fitting solutions such as PTC.
Further, Reliance believes that there are increasing labour shortages for plumbing contractors and so more efficient connection systems such as PTC help
businesses to use their available labour more efficiently.
In repair applications, where Reliance believes professional plumbers are focused on quickly and reliably restoring the integrity of a plumbing system (e.g. to
repair a burst pipe or service an aging plumbing system) so they can move on to the next job, the importance of ease of installation is typically greater. In addition,
where the pipes and fittings stay wet while they are being repaired, some repair fittings outside of PTC, such as solder, are more difficult to use.
Reliance expects this shift to relatively easy-to-install technologies to continue, with management anticipating the sales value of the PTC fittings category in the
residential end-market to grow at a CAGR of approximately 12% from 2014 to 2017, and for it to outpace growth in the broader plumbing fittings segment over
the same term.17

Figure 2.8: Estimated PTC fittings growth in the USA (sales value, US$ million) (2010 – 2017)18
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16 Reliance estimate. See the Appendix for further details.
17 Reliance estimate. See the Appendix for further details.
18 Reliance estimate. See the Appendix for further details.
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2.2.3

Competitive landscape

There are a number of manufacturers in the plumbing fittings segment across different categories. Reliance believes that Mueller Industries, Nibco and Elkhart are
the leading copper fittings providers, Sioux Chief, Viega and Zurn are the leaders in PEX crimp fittings, and Uponor and Viega are the leaders in PEX expansion
and copper press fittings respectively, in each case by unit sales volume.
In brass PTC fittings for the residential end-market, the fastest growing category of plumbing fittings, Reliance believes it is the category leader. In the calendar
year 2014, Reliance estimates it had an 80% share of the brass PTC fittings category in the USA residential end-market by unit sales volume.19

Figure 2.9: Estimated brass PTC fittings category share in the USA residential end-market (calendar year 2014, by unit sales
volume)20
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2.3

USA Behind the Wall plumbing pipe

2.3.1

Overview

Reliance estimates that the Behind the Wall plumbing pipe segment in the USA residential end-market generated sales of US$650 million21 for the calendar year
2014, with approximately 320 million metres (1.0 billion feet) of pipe sold.22
There are three major types of pipes used in plumbing systems – PEX, copper and CPVC. A description of each pipe category is below:

Figure 2.10: Overview of pipe category for residential applications in the USA

Pipe category

Description

Overview

PEX

•

•

Cheaper than copper

•

Functional through a greater
temperature range than CPVC
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CPVC

•

•

Piping made from cross-linked high
density polyethylene

Copper tubing

•
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be rolled into coils

•

Traditional choice
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Higher cost than CPVC and PEX

•
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19 Reliance estimate. See the Appendix for further details.
20 Reliance estimate. See the Appendix for further details.
21 Reliance estimate. See the Appendix for further details.
22 Reliance estimate. See the Appendix for further details.
23 Reliance estimate. See the Appendix for further details.
24 Reliance estimate. See the Appendix for further details.
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2.3.2

Key trends, outlook and drivers

Reliance expects the residential pipe segment to grow at a CAGR of approximately 7% from 2014 to 2017 on a unit sales volume basis, underpinned by growth
in residential new construction.25
Reliance believes PEX pipe is the fastest growing pipe category and expects this category to grow at a CAGR of approximately 13% from 2014 to 2017 on
a unit sales volume basis, with copper and CPVC pipes to grow at slower rates over the same time period.26 PEX pipe sales volume has overtaken copper
pipe due primarily to the fact that PEX pipe costs less, is faster and easier to install relative to copper pipe and has superior corrosion resistance and flexibility.
Reliance believes that these qualities have resulted in increasing use of PEX pipe, particularly in residential construction. Reliance believes the newer generation
of plumbers has demonstrated a preference for using PEX pipe over other types of pipe, which is likely to be due in part to the fact that they may not be as
experienced in traditional soldering methods.

Figure 2.11: Estimated USA pipe segment growth in residential end-market (unit sales volume, million feet) (2010 – 2017)27
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Competitive landscape

Several companies manufacture PEX plumbing pipe in the USA, including Uponor, Viega, Zurn and Sioux Chief. For the calendar year 2014, Reliance estimates
it held a top five position in the growing PEX pipe category in the USA residential end-market, with an estimated share of approximately 15% of that category on
a unit sales volume basis.28
Reliance aims to increase its share of total PEX pipe sales in the USA by leveraging the business’ existing strong market presence, sales channel penetration and
brand strength, which is largely underpinned by its premium SharkBite brass PTC fittings and accessories offering. See Section 3.10.3.

Figure 2.12: Estimated PEX pipe category share in the USA residential end-market (calendar year 2014, by unit sales volume)29
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25 Reliance estimate. See the Appendix for further details.
26 Reliance estimate. See the Appendix for further details.
27 Reliance estimate. See the Appendix for further details.
28 Reliance estimate. See the Appendix for further details.
29 Reliance estimate. See the Appendix for further details.
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2.4

USA valves

2.4.1

Overview

Valves control the pressure, temperature and flow of water. Valves play an important role in ensuring the efficient and safe supply of water into residential and
commercial buildings and are particularly important for the manufacture and installation of Hot Water Systems.
Control valves, such as temperature and pressure relief valves (also known as “T&P valves”), are an important water safety component of Hot Water Systems,
ensuring temperature and pressure remain within prescribed limits to avoid failure of Hot Water Systems.
Reliance estimates that its target valves market generated net sales in excess of US$1.0 billion for the calendar year 2014 into the residential and commercial
end-markets. This target market comprises valves traditionally used in the manufacture and installation of Hot Water Systems (which has historically been
Reliance’s focus), as well as usage in general Behind the Wall plumbing applications (an end-market that Reliance has moved into through its range of valves
with PTC connections).30
Reliance supplies four key types of valves used in Hot Water Systems and general Behind the Wall plumbing applications. Each type and its corresponding
function are described below:

Figure 2.13: Overview of key valves product categories

Valve category Function

Sub-category

General
installation
valves

•

Ball valves

•

Strainers

•

Gate valves

•

Check valves

•

Water hammer arrestors

•

Service stop valves

•

Drain valves

•

Flow regulators

Backflow

Control

Thermostatic

•

•

•

•

Control the flow of water and generally assist in the
correct functioning of a plumbing installation

Backflow valves protect the drinkable water supply from •
contamination or pollution caused by backflow
•

Control valves control conditions such as water
temperature, pressure and flow

Thermostatic valves control water temperature
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Reduced pressure zone devices

•
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Expansion control/pressure relief valves
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•
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30 Reliance estimate. See the Appendix for further details.

Reliance Worldwide Corporation Limited

45

IMPORTANT
INDUSTRY
OVERVIEW
NOTICES
Below is an overview of key valve products that Reliance offers:

Figure 2.14: Overview of select valves
Valve

Function

Thermostatic mixing valves

•

Thermostatic mixing valves are designed to mix hot and cold water supplies and deliver water at a safer, controlled
temperature

•

They can be used at the heating source (water heater), allowing water to be stored at a higher temperature to
minimise the growth of bacteria

•

They can also be used at or closer to the point of use (such as taps)

•

Thermostatic mixing valves enable a greater effective volume of safe-temperature water to be delivered to the point
of use, by enabling smaller water heaters to store water at a higher temperature

•

Thermostatic cartridges are the technology that sit within thermostatic mixing valves

•

Tempering valves are similar to thermostatic mixing valves in that they mix hot water with cold water to deliver
tempered water at a safer temperature. The term “tempering valve” is used only in certain countries and is defined
in their corresponding product standards that generally require a slightly lower level of performance than that for
thermostatic mixing valves, and they are generally for application at the water heating source

Pressure regulating valves

•

Pressure regulating valves (also known as pressure reducing valves) regulate water pressure to ensure the reliable
and efficient function of a plumbing system and to prevent system problems caused by water pressure that is too
high

Pressure relief valves

•

Pressure relief valves are safety mechanisms used on storage water heaters, boilers and a range of other systems

•

They discharge water when the pressure exceeds a predetermined point, to prevent damage within a plumbing or
heating system due to excess pressure

•

Temperature and pressure relief valves are critical safety mechanisms used on water heaters or hot water storage
tanks

•

They allow water to be discharged when its temperature or pressure exceeds a predetermined point, thereby
preventing a system failure caused by overly high pressure or temperature

Backflow prevention devices

•

Backflow prevention devices prevent the undesirable reversal of water flow (possibly containing hazardous
substances) into the drinkable water supply

Ball valves

•

Ball valves are manually operated valves that are used to isolate water supply – for example, at the boundary of a
property and at the inlet to a major device such as a water heater

Temperature and pressure relief
valves

2.4.2

Key trends, outlook and drivers

Reliance expects growth in the valves segment to be underpinned by an increase in both the number and per unit value of valves being used, supported by:
•

a large and growing number of residential buildings that are aging and that will require Hot Water Systems to be replaced;

•

an increasing regulatory focus on water conservation and growing concerns in relation to bacteria growth in water supplies; and

•

certain states in the USA mandating the use of thermostatic mixing valves.

This unit sales volume growth is primarily expected to come from the construction of single family homes (given the higher proportion of individual Hot Water
Systems in single family homes as compared to multi-family dwellings (i.e. apartments)) and the replacement of old Hot Water Systems in the USA.

2.4.3

Competitive landscape

For the calendar year 2014, Reliance believes it held a leading position in temperature and pressure relief valves in the USA, with an estimated share of
approximately 75% of that category on a unit sales volume basis.31 In addition, Reliance believes it held a top three position on a unit sales volume basis in
thermostatic mixing valves in the USA for the calendar year 2014.32 Key competitors in Reliance’s target US valves market include Watts, Zurn and Conbraco
Industries.
Reliance is currently executing a strategy to drive further penetration of its valve products for use in general Behind the Wall plumbing applications by integrating
those products with its PTC fittings technology (e.g. with ball valves).

31 Reliance estimate. See the Appendix for further details.
32 Reliance estimate. See the Appendix for further details.
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2.5

Australian Behind the Wall plumbing fittings

2.5.1

Overview

Plumbing fittings used in Australia do not vary significantly from those used in the USA, although they do differ in terms of product code, sizing conventions and
price. Reliance estimates that 40 million33 units of fittings were sold in Australia in residential and commercial end-markets for the calendar year 2014, with a value
of approximately $120 million.34
Reliance believes that the majority of fittings by volume are currently crimp fittings (used for connecting PEX pipes) and expansion fittings (used for connecting
PEXa pipes) due to their relative low pricing.

Figure 2.15: Estimated Australian plumbing fittings segment by fitting category (calendar year 2014, by unit sales volume)35
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Press
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Reliance estimates that, for the calendar year 2014, approximately 60% of fittings by unit sales volume were used in the residential new construction end-market,
with the remaining 40% used in commercial and residential repair and renovation end-markets.36

2.5.2

Key trends, outlook and drivers

Reliance expects the fittings segment in Australia to grow at a CAGR of approximately 3% between 2014 and 2017 on a sales volume basis,37 driven by growth
in the commercial new construction end-market, as well as the residential repair and renovation end-market, partially offset by an expected slowdown in growth
in residential new construction.
Reliance believes that the crimp fittings category will continue its strong growth due to its low cost and wide product availability, as well as the increased use of
PEX pipe in the new construction end-market (given that crimp fittings are used to connect lengths of such PEX pipe).
As in the USA, Reliance believes that the demand for PTC fittings in Australia is increasing due to their ease of use, fast installation time and cost efficiency.

2.5.3

Competitive landscape

In Australia, Reliance competes against several other plumbing manufacturers in the Behind the Wall plumbing fittings segment, including Rehau, Viega, IBP
Group, importers and Wholesaler private label offerings. Through Reliance’s SharkBite and Auspex brands, Reliance believes it held leading positions in PTC
fittings and crimp fittings by unit sales volume for calendar year 2014, with estimated shares of approximately 85% and 30% respectively.38

33 Reliance estimate. See the Appendix for further details.
34 Reliance estimate. See the Appendix for further details.
35 Reliance estimate. See the Appendix for further details.
36 Reliance estimate. See the Appendix for further details.
37 Reliance estimate. See the Appendix for further details.
38 Reliance estimate. See the Appendix for further details.
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Figure 2.16: Estimated share of Australia brass PTC and crimp fittings categories (calendar year 2014, by unit sales volume)39
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2.6

Australian Behind the Wall plumbing pipe

2.6.1

Overview

Reliance
30%

Similar to fittings, plumbing pipes used in Australia do not vary significantly from those used in the USA, except in terms of product code, sizing conventions and
price.
Reliance estimates that, for the calendar year 2014, the Australian residential and commercial plumbing pipe segment generated sales of approximately $135
million,40 with approximately 55 million metres of pipe sold.41
The pipe segment is split between copper and PEX materials. For the calendar year 2014, Reliance estimates that PEX pipe represented approximately 75% of
the total pipe segment by unit sales volume.42
Reliance estimates that, for the calendar year 2014, approximately 80% of pipes sold were used in new construction, with the balance used in repair and
renovations.43

2.6.2

Key trends, outlook and drivers

Reliance expects the pipe segment to grow at a CAGR of approximately 3% from 2014 to 2017 on a sales volume basis, broadly in line with new construction
activity in Australia.44
Reliance expects the growth of PEX pipes to continue relative to that of copper pipes, driven by a preference among end-customers for lower cost product
options, and products that are easier to use and install. Such trends are particularly relevant in the residential and smaller commercial new construction endmarkets.

39 Reliance estimate. See the Appendix for further details.
40 Reliance estimate. See the Appendix for further details.
41 Reliance estimate. See the Appendix for further details.
42 Reliance estimate. See the Appendix for further details.
43 Reliance estimate. See the Appendix for further details.
44 Reliance estimate. See the Appendix for further details.

48

Reliance Worldwide Corporation Limited

2.6.3

Competitive landscape

Reliance competes against Rehau, Iplex and TradePex as manufacturers and distributors of PEX piping. For the calendar year 2014, Reliance estimates that it
held approximately 25% of the overall PEX pipe category on a unit sales volume basis in Australia through a combination of its Auspex and SharkBite brands.45

Figure 2.17: Estimated share of PEX pipe category in Australia (calendar year 2014, by unit sales volume)46
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2.7

Australian valves

2.7.1

Overview
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Valve types used in Australia do not vary significantly from those used in the USA, except in terms of product code, sizing conventions and price. Reliance
estimates that for the calendar year 2014, its target valves market in the residential and commercial end-markets in Australia (which was made up of valves used
in the manufacture and installation of Hot Water Systems) generated sales of approximately $80 million.47
Almost all valves are sold directly to Wholesalers, with the exception of temperature and pressure relief valves – the majority of which are sold directly to OEMs.

2.7.2

Key trends, outlook and drivers

Reliance believes that the key growth driver in this segment is the repair or replacement of Hot Water Systems, which is somewhat offset by slower growth in
new construction activity.

2.7.3

Competitive landscape

Reliance estimates that it was the leader in the sale of valves used in the manufacture and installation of Hot Water Systems in Australia for the calendar year 2014,
with an estimated share of approximately 35% on a net sales value basis.48 Reliance’s key competitors in its target Australian valves market include Australian
Valve Group and Caleffi.
Reliance believes it is currently well positioned with all major Australian OEMs, all of which offer both storage Hot Water Systems and instantaneous Hot Water
Systems.
Reliance believes that its longstanding relationships with key OEMs give it a significant competitive advantage over potential new market entrants.

45 Reliance estimate. See the Appendix for further details.
46 Reliance estimate. See the Appendix for further details.
47 Reliance estimate. See the Appendix for further details.
48 Reliance estimate. See the Appendix for further details.
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2.8

Behind the Wall plumbing market in other regions

In addition to the USA and Australia, Reliance has operations in Canada, New Zealand, and the UK, and is building a presence in continental Europe through a
recent investment in Spain. Similar to product offerings in the USA and Australia, Reliance supplies a range of water flow and control products and solutions for
the plumbing industry in these other geographic regions.
These geographic regions are generally subject to similar global plumbing industry trends and growth drivers as those for the USA and Australia.
While these geographic regions may be exposed to similar global trends and underlying growth drivers outlined above, each geographic region varies in terms
of product segment and category size, growth outlook, industry structure and competitive dynamics.
The fittings, pipes and valves used in these geographic regions are generally similar in function and application to those used in the USA and Australia, and have
similar sales channels (e.g. primarily Wholesale distribution for contractors, and Retail channels for DIY users and independent contractors). However, each of
these regions has unique requirements in terms of product standards and plumbing codes.
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3.1

Overview1

Reliance is a leader in the design, manufacture and supply of high quality, reliable and premium branded water flow and control products and solutions for the
plumbing industry in its key geographic regions. Reliance has established operations in the USA, Australia, the UK, Canada, New Zealand, and is building a
presence in continental Europe, through a recent investment in Spain. Reliance’s products and solutions are used for residential and commercial applications,
with a principal focus on the residential repair and renovation end-market.
Reliance’s key product categories are Fittings and Pipe, Control Valves and Thermostatic Products. These products are primarily used in Behind the Wall
plumbing and in Hot Water Systems. Reliance also sells a number of other products, including water meters, underfloor / radiant heating control components,
plastic extrusion products (e.g. tubes) and fire protection system products (e.g. fire hose reels). Reliance has over 14,000 SKUs globally.
Reliance’s largest geographic region is the USA, which represented 61% of its FY2015 net sales. Reliance supplies a comprehensive range of products in the
USA through a variety of sales channels, including Wholesale, Retail and OEMs. Reliance has achieved success since entering the market in the early 2000s,
particularly with its SharkBite branded range of brass PTC plumbing fittings introduced in 2004. Reliance’s operations in the USA and Canada comprise the
Americas segment.
Reliance’s second largest market is Australia, which represented 23% of its FY2015 net sales, and together with Reliance’s operations in New Zealand, comprise
the Asia Pacific segment.
Reliance’s other key geographic regions include the UK and Spain, which together comprise the EMEA segment.

Figure 3.0: FY2015 net sales composition
Product category

Operating segments
Control
Valves
19%

Fittings and
Pipe
63%

Americas
66%

Sales channel

Wholesale
36%

Asia Pacific
Retail
24%
43%

Thermostatic
Products
5%
Other products
13%

EMEA
10%
Other
1%

OEM
20%

FY2015 net sales: $451.7 million
Reliance has 11 manufacturing facilities located in Australia, the USA, New Zealand and Spain. Most of these facilities have benefited from recent investments
made by Reliance in both on-site infrastructure and advanced manufacturing tooling and assembly equipment, enabling Reliance to manufacture its products
at such locations on a high volume, highly automated and cost effective basis. In addition, Reliance has invested in technologies and systems that continuously
monitor quality control.
Reliance has a track record of consistent growth, having achieved a CAGR in net sales of 13.3% over the past ten years on a constant currency basis.2 Reliance
forecasts that it will generate pro forma net sales and EBITDA of $534.9 million and $97.8 million in FY2016 respectively, representing an increase of 18.4% and
23.2% respectively over FY2015.3 Reliance anticipates that this growth will continue in FY2017, with pro forma net sales and EBITDA growth of 9.9% and 20.3%
from FY2016 to FY2017 respectively.4
Reliance has an experienced management team led by Managing Director and CEO Heath Sharp, and a workforce of more than 800 employees. With a culture
focused on high performance and innovation, Reliance has successfully developed and commercialised a number of new products, which has supported
Reliance’s historical earnings growth.
An overview of Reliance’s business by product category, geographic region and sales channel is provided in this Section 3.

1

For the basis of preparation of this Section 3, see each of: “Important Notices – References to ‘Reliance’ and ‘Restructure’”. “Important Notices – Market
and industry data based primarily on management estimates” and “Important Notices – Financial Information presentation”.

2

Ten year period from FY2006 to FY2015. Net sales calculated based on a constant currency basis using exchange rates assumed in the FY2017 forecast
period.

3

See Section 4.11 for management’s discussion of the assumptions underlying the Forecast Financial Information.

4

See Section 4.11 for management’s discussion of the assumptions underlying the Forecast Financial Information.
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3.1.1

History and key developments

Reliance and its predecessors trace their history back many years. Reliance Manufacturing Company was established in 1949 and AW Cash Valve MFG Corp.
(whose assets were acquired by Reliance in 2002) was established in 1912.
Reliance has been wholly owned by the Munz family since 1986. Since that time, the business has grown substantially, driven primarily by the successful
introduction of internally developed products, increased market penetration and targeted geographic expansion. This organic growth has been complemented
by a small number of bolt-on acquisitions.
A summary timeline of Reliance’s history is provided below:

Figure 3.1: Reliance history and development timeline
A long history of growth and innovation

1912

AW Cash Valve MFG Corp. (Cash Acme) established (assets acquired by Reliance in 2002)

1949

Reliance Manufacturing Company (RMC) established

1950s-60s

3.1.2

RMC continues designing and manufacturing products suitable for installation on various types of water heaters,
working closely with OEMs and relevant standards authorities
RMC designs a temperature relief valve suitable for Australian conditions

1970s

RMC develops a fully integrated manufacturing facility in Australia
RMC acquired by Repco Corporation Ltd

1980s

RMC acquired by GSA Group, wholly owned by the Munz family, creating Reliance Worldwide Corporation.
Grows business through ongoing product development

1990s

Reliance acquires its UK agent, rebranding it Reliance Water Controls
Reliance acquires Watermain Fittings, an Australian manufacturer of fittings and valves
Reliance commences work to establish the backflow prevention segment in Australia

2000s

Reliance completes several strategic bolt-on acquisitions including Yorkshire Fittings in 2000, the business assets of
Cash Acme (2002), Watsford Tubex (2006), and Ryemetal and Auspex (2007)
2004: Launches SharkBite PTC range in the USA
2007: Commences sales to The Home Depot

2010s

Establishes operations in Canada (2010) and Spain (2015)
2014: Reliance acquires TMA, an engineering plastics moulding company
2015: Product development including 2XL and EvoPEX fittings
2015/16: Invests US$14.7 million in expansion of manufacturing facility in Alabama, USA

The Restructure

The Company was incorporated on 19 February 2016. Prior to the Prospectus Date, the Company acquired (through its wholly owned subsidiary, Reliance
Worldwide Group Holdings Pty Ltd) the entities that carry on the Australian operations of the ‘Reliance Worldwide Corporation’ business from Jayburn and GSA
International. On the Restructure Completion Date, the Company will (subject to Shares being allotted to successful Applicants under the Offer) acquire the
entities that carry on the international operations of the Reliance Worldwide Corporation business, which are currently owned by GSA International.
The consolidation of the Australian and international business operations, including the USA operations, under a new holding company (being the Company) is
being undertaken in connection with the Offer and in pursuant to the terms of the Restructure Agreements.
Further details about the Restructure and the Restructure Agreements, including their conditions, are set out in Section 9.4.2.
Unless otherwise specified, this Prospectus is prepared as if the Restructure has completed. See the Important Notices on page 1 for further details.
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3.2

Product offering

3.2.1

Overview

Reliance designs, manufactures and supplies a wide range of premium branded water flow and control products and solutions for the plumbing market, with
a focus on value-added and differentiated products. As set out in Figure 3.2, these products and solutions, including Fittings and Pipes, Control Valves and
Thermostatic Products, are primarily used in Behind the Wall plumbing and Hot Water Systems.
Reliance believes that its products have a reputation for high quality, reliability, ease of use and high water efficiency, which are highly valued by end-users.

Figure 3.2: Reliance product offering
Product category
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Further details of Reliance’s product offering are set out in Section 3.2 below.

5

See Sections 2.2.1 and 2.3.1 for further details of the applications of fittings and pipes. See Section 2.4.1 for further details of the applications of control
valves. See Section 2.4.1 for further details of the applications of thermostatic products.
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3.2.2

End-applications

Reliance’s products and solutions are used for both residential and commercial purposes, as illustrated by Figures 3.3 and 3.4 below:

Figure 3.3: Reliance products – residential applications6
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The products shown in Figure 3.3 are examples of Reliance’s broader product offering. An overview of Reliance’s key products is provided in this Section
3.2.

Reliance Worldwide Corporation Limited

Figure 3.4: Reliance products – commercial applications7
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Fittings and Pipe product offering

Reliance supplies a range of fittings and pipes. Fittings are used in plumbing systems to connect lengths of pipes and to connect pipes to valves. See Sections
2.2.1 and 2.3.1 for further details.
Fittings and Pipe represent Reliance’s largest product category by net sales. In FY2015, Reliance sold approximately 41 million units of SharkBite branded brass
PTC fittings and PEX crimp fittings and approximately 39 million metres (128 million feet) of PEX pipe and generated net sales of $284.2 million. Net sales have
grown strongly at a CAGR of 29.8% from FY2013 to FY2015, driven primarily by increased demand for, and market penetration of, Reliance’s SharkBite brass
PTC fittings and accessories in the USA. Reliance expects production run-rate for PTC fittings and PEX pipe to increase to approximately 32 million units and 65
million metres respectively over the next two years.

3.2.3.1 Overview of product offering
Through its premium SharkBite brand, Reliance was the leader in the supply of brass PTC fittings in the USA and Australia for the calendar year 2014 by unit sales
volume8 with over 1,100 SKUs.

7

The products shown in Figure 3.4 are examples of Reliance’s broader product offering. An overview of Reliance’s key products is provided in this Section
3.2.

8

Reliance estimate. See the Appendix for further details.
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Reliance’s primary strategy is to promote the market penetration of its SharkBite branded brass PTC fittings. In order to provide a more complete fittings offering,
Reliance also sells PEX crimp fittings.
Reliance also offers PEX pipe products, which can be combined with Reliance’s SharkBite branded brass PTC fittings and PEX crimp fittings and other PTC
accessories to provide a solution for many plumbing projects.
In Australia, the primary end-users are plumbing contractors. Australian plumbing contractors tend to purchase fittings and pipes together as a system produced
by a single manufacturer to benefit from warranties that may not otherwise be available. Reliance offers these products and systems under its SharkBite and
Auspex brands.

Figure 3.5: Reliance’s Fittings and Pipe product offering
Key products

Commentary

Brass PTC fittings

•

Reliance estimates that for the calendar year 2014, it was the leading supplier of
brass PTC plumbing fittings in the USA residential end-market by unit sales volume9

•

Reliance believes that the use of brass PTC plumbing fittings has been growing
strongly in the USA, due to the benefits they provide to end-users including their
ease of use and relatively fast installation time

•

Accessories include ball valves, flexible connector hoses and services stops to
provide a more comprehensive Behind the Wall plumbing product offering

•

Reliance has added PTC functionality to certain accessories (e.g. ball valves) to
provide a value-added and differentiated product

•

Low cost fitting that connects PEX pipe, predominantly used in residential
applications

•

Reliance believes it is a leading supplier of PEX crimp fittings in Australia10

•

PEX crimp fittings complement Reliance’s brass SharkBite branded PTC fittings
range

•

Reliance offers PEX pipe products for a wide range of residential and commercial
applications, which can be combined with Reliance’s fittings and other accessories
to provide a solution to many plumbing projects

•

PEX pipe offers a cheaper, more efficient, easier to install and more flexible alternative
to traditional copper pipe and has been increasing in market share

PTC accessories

PEX crimp fittings

PEX pipe

3.2.3.2 Benefits of Reliance’s SharkBite brass PTC fittings
As set out in Figure 3.6, brass PTC fittings, such as Reliance’s SharkBite branded product, offer advantages compared to other types of fittings. For example,
brass PTC fittings are faster and easier to install compared to other types of fittings, as the use of a special tool such as a blow torch or a crimp, expansion or
press fit tool is not required.
In the USA and Canada, Reliance’s SharkBite branded brass PTC fittings enable end-users to quickly and easily connect and disassemble different combinations
of pipe types, such as copper, CPVC or PEX pipe, without requiring any soldering, clamps, unions or glue. Reliance believes that these characteristics make PTC
fittings an appealing option, especially for use in the repair and renovation end-market, where professional plumbers are focused on quickly and reliably restoring
the integrity of a plumbing system and maximising job efficiency.

9

Reliance estimate. See the Appendix for further details.

10 Reliance estimate. See the Appendix for further details.

58

Reliance Worldwide Corporation Limited

Figure 3.6: Comparison of PTC fittings and other traditional fittings products
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3.2.4
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•
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•
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•
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Control Valves product offering

Control Valves are Reliance’s second largest product category by net sales. In FY2015, Reliance generated $84.0 million in net sales from this product category.
Net sales have grown at a CAGR of 12.7% from FY2013 to FY2015, driven by demand from OEMs and Wholesale customers and, in particular, the demand for
Hot Water Systems.
Control Valves, such as temperature and pressure relief valves, are an important component of water safety on Hot Water Systems, ensuring temperature and
pressure remain within prescribed limits to avoid failure of the Water Heater System. See Section 2.4.1 for further details.
Reliance believes that for the calendar year 2014, it was one of the leading manufacturers and suppliers of temperature and pressure relief valves used on Hot
Water Systems, with market leading positions across the USA, Australia and the UK on a unit sales volume basis.11 Reliance expects production run-rate for
temperature and pressure relief valves to increase to approximately eight million units over the next two years.

Figure 3.7: Select illustration of Reliance’s Control Valves product offering

Temperature & pressure relief valves

Pressure regulating valves

Non-return / isolating valves

Backflow prevention valves

11 Reliance estimate. See the Appendix for further details.
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3.2.5

Thermostatic Products offering

For the calendar year 2014, Reliance believes it was a leading manufacturer and supplier of thermostatic products, including thermostatic mixing valves and
cartridges, for use on Hot Water Systems on a sales volume basis.12 Reliance generated net sales of $22.7 million from this product category in FY2015 and
achieved a net sales CAGR of 15.0% from FY2013 to FY2015.
Thermostatic products mix hot and cold water supplies and deliver water at a safer, controlled temperature. See Section 2.4.1 for further details.
Reliance successfully developed cost effective thermostatic mixing valves to deliver tempered water, minimising risk of scalding and legionella, for residential
use in Australia. Similar to control valves, the use and design of thermostatic mixing valves are legislated by plumbing standards and codes in Australia, the UK,
Canada and some states in the USA. Thermostatic mixing valves can also be used to provide efficient heat delivery in underfloor (or “radiant”) heating systems.
Reliance expects production run-rate for thermostatic mixing valves to increase to approximately 0.4 million units over the next two years.

Figure 3.8: Select illustration of Reliance’s Thermostatic Products

Thermostatic mixing valves

3.2.6

Thermostatic cartridges

Tank booster thermostatic mixing valves for
USA style water heaters

Other products

Reliance also supplies a range of other products, including water meters, custom made brass forgings and fire protection system products, as well as underfloor/
radiant heating control components. In FY2015, Reliance generated net sales of $60.8 million from these product categories.

3.3

Key premium brands

Reliance has established a portfolio of premium and trusted brands across its key product and geographic regions. These brands have a long-established
presence and Reliance believes they are widely recognised in the plumbing industry for their innovative design, product quality, reliability and efficiency.
In the USA, Reliance believes that its premium SharkBite brand enjoys leading industry recognition, with high brand awareness among plumbers and contractors.

12 Reliance estimate. See the Appendix for further details.
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Figure 3.9: Overview of Reliance’s key premium brands and market presence
Key brands
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Leading positions in key products

As set out in Figure 3.10, Reliance believes that its key products held leading positions by unit sales volume in a number of its geographic regions for the calendar
year 2014. This includes the leading position in the brass PTC fittings category for the residential end-market in the USA for the calendar year 2014, with an
estimated share of approximately 80% on a sales volume basis.14

Figure 3.10: Estimated Reliance product category positions by number of units or metres sold in key geographic regions for
calendar year 201415
Key product
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13 Includes, where relevant, brands that were superseded by the current brands as a result of business re-branding exercises.
14 Reliance estimate. See the Appendix for further details.
15 Reliance estimate. See the Appendix for further details.
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Reliance has a multi-pronged strategy to maintain and extend the positions it holds in its key products and geographic regions, including:
•

maintaining superior customer service and certainty of supply;

•

further deepening relationships with its customers;

•

continuing to focus on product quality and reliability;

•

new product development and innovation; and

•

ongoing investment in advanced manufacturing facilities.

See Section 3.10 for further details about Reliance’s growth strategy.

3.5

Barriers to entry and Reliance’s competitive advantages

Reliance believes that the barriers to entry and competitive advantages outlined below make it difficult for new entrants and competitors to easily replicate
Reliance’s leading positions, expertise and relationships in the plumbing industry.

3.5.1	Well established and leading positions in its key product categories in its
key geographic regions
As an incumbent player with leading positions in a number of key products and key geographic regions as outlined in Section 3.4, potential new market entrants
and existing players may be deterred from making significant investments to compete directly with Reliance.

3.5.2

Significant capital investment and expertise required for a competitor to
establish a scaled and efficient operation

Facilities with automated product assembly machines, brass machining equipment and tooling are required to produce many of Reliance’s key products in a
cost efficient and reliable manner. There are relatively long lead times and large capital outlays associated with establishing new manufacturing facilities and
significant expertise and capital are also required to acquire, commission and operate such specialist equipment effectively.
Through material capital investment over a number of years, Reliance has developed a large scale and automated manufacturing platform as well as significant
industry expertise, which enables high quality and high volume production at a relatively low cost. Further, Reliance believes that replication of its relatively
sophisticated quality checking processes would be uneconomical in low volume manufacturing where total output would not warrant the same amount of
investment in high quality checks of products produced.

3.5.3

A substantial first mover advantage in the brass PTC fittings category in
the USA

Reliance introduced its innovative SharkBite brass PTC fittings range to the USA plumbing industry in 2004. With SharkBite, Reliance was the first to market a full
range of PTC fittings for the residential repair and renovation end-market and developed a significant first mover advantage and leading position in subsequent
years.
With strong manufacturing capacity, industry expertise and brand recognition, Reliance believes it is uniquely positioned to continue supplying this relatively large
and fast growing market. Reliance believes that its estimated 80% share in the brass PTC fittings category in the USA residential end-market by unit sales volume
for the calendar year 201416 evidences its manufacturing and brand strength, and industry expertise.

3.5.4

Industry leading brands in its key markets

Reliance believes that its premium and trusted brands have a long established and recognisable presence in the plumbing industry in the USA and Australia. The
brands have a reputation for the consistent supply of innovative, high quality, premium branded, reliable and code-compliant products, coupled with outstanding
service and delivery performance. Reliance’s brands have achieved this position through years of delivering quality and reliable products.
Reliance believes that the plumbing industry is relatively resistant to change and that this means that significant time and capital would be required for any new
market entrant to successfully build a brand and/or secure market acceptance for its products.

16 Reliance estimate. Refer Section 2.2.3 and Appendix for further details.
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3.5.5

Strong and longstanding customer relationships across various sales
channels

Reliance believes that it has strong and longstanding relationships with the majority of its key customers across a number of its sales channels and geographic
regions, with the average length of relationship of its top ten customers spanning more than ten years. The strength of these relationships is evidenced by the fact
that they are in many instances on a preferred supplier basis with Reliance, which further reinforces these relationships, with sales support programs designed
to ensure strong customer service and superior delivery performance.
The quality of Reliance’s relationships and the success of its sales support program helped Reliance earn The Home Depot’s “Partner of the Year” award in its
category in 2014. The Home Depot is the largest home improvement specialty retailer in the world (by sales).

3.5.6

Stringent and evolving country-specific code requirements and
regulations

Compliance with stringent and evolving country-specific regulations, building codes and plumbing codes requires strong engineering capability, relationships
with regulators and an understanding of local markets. Reliance believes that its depth of relationships and level of expertise are unlikely to be replicated within
a short period of time by a new entrant.

3.5.7

Intellectual property protection worldwide, with over 700 patents,
industrial designs and trademark registrations

Reliance’s success has in part been driven by continuous new product development and existing product enhancements, underpinned by its in-house R&D
capability. Reliance is protected by more than 700 intellectual property registrations globally, comprising patents, industrial designs and trademark registrations.

3.6

Distribution channels and customers

3.6.1

Overview of sales channels

Reliance’s products are distributed to end-users through multiple sales channels, including Wholesale, Retail and OEMs. Reliance’s strategy is to drive deeper
penetration of customers within each sales channel while at the same time maintaining a balance across its sales channels, so as not to create a heavy reliance
on any one sales channel.
Key features of Reliance’s sales channels are provided below:

Figure 3.11: Overview of Reliance’s sales channels

Sales channel

Description

Retail

•

Hardware and home improvement Retailers

•

End customers are a combination of DIY users and professional tradespersons

•

Plumbing Wholesalers (or merchants)

•

End-users are typically qualified plumbing professionals or tradespeople

OEMs

•

Major manufacturers of Hot Water Systems, who predominantly purchase Control Valve products

Other

•

Export to countries outside of Reliance’s six geographic regions

•

Reliance is assessing opportunities to further expand its exports to Mexico, Central and South
America and South East Asia

Wholesale

Reliance Worldwide Corporation Limited

Contribution to Reliance’s
FY2015 net sales
43%
36%
20%
1%
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3.6.2

Customers

Reliance believes that it has strong and longstanding relationships with the majority of its key customers. This includes, for example, sales relationships with most
of the major plumbing Wholesalers in the USA and Australia, as well as with most of the major OEMs in those geographic regions. In the Retail sales channel,
Reliance has established a strong relationship with The Home Depot. A number of Reliance’s longstanding customers are set out below:

Figure 3.12: Select Reliance customers17

Reliance believes that its strong and longstanding customer relationships are driven by its value proposition – innovative products backed by strong support
from marketing and training activities, ongoing new product development and innovation, excellent customer service and superior delivery performance. Reliance
seeks to consistently meet or exceed customer expectations, through measures such as targeting a fulfil rate of greater than 98% for all its USA-based product
orders, which is currently being rolled out across Reliance’s other geographic regions.
Once a customer relationship is established, Reliance believes that the combination of its high quality product offering, strong customer service and delivery
performance typically results in an enduring supply relationship, as demonstrated by nine of Reliance’s top ten customers having sourced products from
Reliance for more than ten years.
In many instances, Reliance’s relationships with its major customers are on a preferred supplier basis. In the Wholesale and Retail sales channels, Reliance’s
experience has also been that over time, it has been able to increase the shelf space and product range sold to each of its customers, driving greater channel
penetration and increasing net sales per customer.
Reliance continually seeks opportunities to expand its distribution reach and penetration with its existing customers, with a focus on increasing the number of
SKUs and shelf space with customers to drive higher net sales per customer.

Figure 3.13: Overview of Reliance’s top 10 customers
Length of customer relationship
(Top 10 by contribution to Reliance’s FY2015 sales,
before rebates)

Contribution to FY2015 sales,
before rebates, by customers
#1

9 yrs
>20 yrs

#2

Top 10
customers
58%

Other
42%

>20 yrs

#3
#4

13 yrs

#5

13 yrs
>20 yrs

#6
#7

13 yrs

#8

13 yrs

#9

13 yrs

#10

13 yrs

17 These customers have not authorised or caused the issue of this Prospectus nor have they made any statement in this Prospectus. Accordingly, these
customers make no representation regarding, and take no responsibility for, any statement or material in, or omission from, this Prospectus.

64

Reliance Worldwide Corporation Limited

3.7

Geographic regions

3.7.1

Summary

Reliance’s largest geographic region is the USA, which generated 61% of FY2015 net sales. Together with operations in Canada, these geographic regions
comprise the Americas reporting segment.
Australia is the next largest geographic region, generating 23% of FY2015 net sales, and together with New Zealand, comprises the Asia Pacific reporting
segment.
Reliance also has operations in the UK and Spain, which together comprise the EMEA reporting segment.
Net sales generated in the USA, Australia and UK includes sale in local markets and export markets.

Figure 3.14: Overview of Reliance’s key geographic regions
USA

Australia

UK

Canada

New Zealand

Spain

Contribution to Reliance’s
net sales (FY2015)

61%

23%

10%

5%

1%

0%

Number of manufacturing
facilities18

3

6

-

-

1

1

291

387

78

16

40

5

Number of employees19
Key sales channels

3.7.2

20

•

Retail

•

Wholesale

•

Wholesale

•

Retail

•

Wholesale

•

Wholesale

•

OEMs

•

OEMs

•

Wholesale

•

•

OEMs

•

Reliance’s USA
operations

•

OEMs

Reliance’s
Australian
operations

•

Sales channels
currently being
established

USA

The USA is Reliance’s largest and fastest growing geographic region, generating 61% of Reliance’s FY2015 net sales. Reliance established its USA operations
in 2000 through the acquisition of H.G. Specialties’ USA distribution operations and increased its scale with the acquisition of the assets of the Cash Acme
business in 2002.
Reliance has three manufacturing facilities in Cullman, Alabama,21 supported by an extensive distribution and sales network. Reliance’s USA operations are also
supported by products manufactured and exported from Reliance’s Australian manufacturing operations.
Reliance’s USA operations are primarily focused on the sale of SharkBite branded brass PTC fittings and associated accessories, PEX pipe and control valves.
In the high growth brass PTC fittings residential end-market in the USA, Reliance estimates that it held a share of approximately 80% by unit sales volume for the
calendar year 2014.22
Reliance believes it has strong relationships with customers across each sales channel in the USA, including the leading home improvement retailer, The Home
Depot, and most major plumbing Wholesalers in the USA. Relationships with major customers are in many instances on a preferred supplier basis.
Reliance’s USA operations have grown significantly since entering the market, underpinned by strong net sales growth from the sales of SharkBite PTC fittings
and accessories. As set out in Figure 3.15, net sales in brass PTC fittings grew at a CAGR of 19.6% from FY2013 to FY2015, while PTC accessories grew at a
CAGR of 22.2% from FY2013 to FY2015.
To support the sales growth of SharkBite brass PTC fittings in the USA, Reliance recently invested US$14.7 million in the expansion of the Cullman manufacturing
facilities in Alabama. This investment program commenced in November 2014 and is expected to be completed in Q4 FY2016.
Reliance expects its operations in the USA to continue growing over the next three to five years, driven by increased penetration of SharkBite brass PTC fittings
in the market, extension of Reliance’s product range (including by adding PTC functionality to accessories), continued penetration of Wholesale customers and
the roll-out of new products targeted at the residential and commercial new construction end-markets. See Section 3.10.3.

18 As at 31 December 2015.
19 As at 31 December 2015.
20 As at 31 December 2015.
21 The third manufacturing facility is expected to be completed in Q4 FY2016. See Section 3.8.1.3 for further details.
22 Reliance estimate. See the Appendix for further details.
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Figure 3.15: USA SharkBite brass PTC fittings and PTC accessories net sales (US$ millions)
PTC fittings

CAGR
19.6%
97

PTC accessories

103

3.7.3

CAGR

44

38
30

72

FY2013

22.2%

FY2014

FY2015

FY2013

FY2014

FY2015

Australia

Australia is Reliance’s second largest geographic region, generating 23% of Reliance’s FY2015 net sales. Reliance’s Australian business manufactures its
SharkBite PTC fittings and thermostatic products and sells products locally as well as exporting finished products to Reliance’s other global operating divisions.
Reliance’s intercompany sales are principally to the USA to help it meet customer demand, with $72 million of intercompany sales in FY2015.
The Australian business operates through six manufacturing facilities across Melbourne and Brisbane, supported by an extensive warehouse network and sales
offices. OEM, export and intercompany customer shipments are executed from the finished goods manufacturing facilities in Brisbane and Melbourne and
shipped domestically and internationally using third party freight companies.
Reliance supplies the majority of plumbing Wholesalers in Australia and enjoys long-term and preferred relationships with the two key local OEMs. Reliance’s
end-users in Australia mainly consist of plumbing companies and independent contractors.
Reliance believes it is the leader in the supply of crimp fittings and brass PTC fittings to the local plumbing industry and held an estimated 30% and 85% share
respectively, of those categories by unit sales volume for the calendar year 2014.23 Reliance believes it was the number two player in PEX pipe for the calendar
year 2014 with approximately 25% estimated share of this category by number of metres sold.24

3.7.4

UK

The UK currently represents Reliance’s primary EMEA operation, and includes distribution, sales and marketing and accounted for 10% of Reliance’s FY2015 net
sales. Reliance first entered the UK in the 1970s and currently operates through a sales office and two warehouses.
Reliance provides plumbing products for residential and commercial purposes in the UK, including control valves, thermostatic products and other products,
such as underfloor heating system products through its Reliance Water Controls brand. Reliance launched the SharkBite range of brass PTC products in the UK
in July 2014. Consistent with its early experience launching SharkBite PTC fittings in the USA, Reliance has been focused on the conversion of end-users to its
product range, with recent sales activity increasing. Products sold in the UK are primarily sourced internally from Reliance’s Australian and USA manufacturing
operations and externally from suppliers in Europe and China.
Reliance has longstanding relationships with many of the key water heater and underfloor heating manufacturers, as well as all major UK plumbing Wholesalers.

23 Reliance estimate. Refer Section 2.5.3 and the Appendix for further details.
24 Reliance estimate. Refer Section 2.6.3 and the Appendix for further details.
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3.7.5

Canada

Reliance’s Canadian operation incorporates sales, distribution and marketing and accounted for 5% of Reliance’s FY2015 net sales. It has a similar mix of
products and sales channels as the USA.
Reliance’s primary products in Canada include SharkBite branded brass PTC fittings, accessories, pipes and Cash Acme branded control valves. These
products are supplied through Reliance’s USA operations, with a local warehouse and distribution centre located in Vaughan, Ontario.
The majority of Canada’s sales occur through the Wholesale and Retail sales channels. Reliance’s strategy is to deepen its existing customer relationships with
a focus on selling a broader range of products to drive sales growth.

3.7.6

New Zealand

Reliance first established its manufacturing and distribution business in Auckland, New Zealand in 1987. Despite only accounting for 1% of Reliance’s FY2015
net sales, Reliance’s New Zealand operations manufacture PTC fittings components and industrial hydraulic and pneumatic fittings and also include distribution,
sales and marketing functions.
Certain products manufactured by Reliance in New Zealand are sold locally and to Reliance’s Australian business for assembly and sale to customers. Reliance
operates one manufacturing plant and one distribution facility in New Zealand.

3.7.7

Spain

Reliance established manufacturing and distribution capabilities in Spain in 2015 and acquired associated intellectual property and technology, providing it with
additional PEX pipe extrusion manufacturing lines. This site will be used to manufacture and distribute PEX products to Australia and as a base for potential
expansion into continental Europe.

3.8

Manufacturing and distribution

3.8.1

Manufacturing

3.8.1.1 Overview
Reliance has 11 manufacturing facilities across Australia, New Zealand, the USA and Spain. Reliance’s manufacturing facilities utilise advanced and highly
automated equipment and software, as well as in-line quality testing, and are all certified under ISO standards.
Reliance’s broad product engineering capabilities and large scale operations allow it to develop and manufacture high quality products in an efficient and cost
competitive manner. This is further assisted by keeping labour inputs to a relative minimum through the use of automated equipment.
In FY2015, Reliance manufactured approximately 70% of the products it sold. High volume products are typically manufactured in Reliance’s automated facilities,
while the manufacture of low volume products and less technologically intensive components are generally sourced from external vendors where appropriate.
Reliance has invested significantly in its facilities, with a capital expenditure program over the past three years (FY2013 to FY2015) totalling $51.8 million. This
included the upgrading of manufacturing capabilities in Australia and the USA with a focus on increasing scale and flexibility in manufacturing to support
growth, as well as investment in automated machining and assembly facilities. These investments have enabled Reliance to:
•

increase its scale and efficiency;

•

retain control over product quality through automation; and

•

operate at a lower cost with lower levels of direct labour input.

The majority of Reliance’s manufacturing sites are leased under long-term agreements, with the exception of the Alabama, USA site, which is owned by Reliance.
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3.8.1.2 Global footprint
Reliance has a global manufacturing and distribution footprint, with 11 manufacturing facilities, 10 distribution centres and two R&D centres across six countries.

Figure 3.16: Overview of Reliance’s manufacturing and distribution footprint
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3.8.1.3 Production capacity to support growth
In 2014, Reliance announced a major investment program in Alabama, USA. The third facility, including two cells of PTC fittings production, is expected to
be completed in Q4 FY2016 at a total capital cost of US$14.7 million to support the sales growth of SharkBite brass PTC fittings in the USA and Canada. The
investment enables Reliance to increase brass PTC fittings capacity to meet growing demand in the USA and Canada, while allowing more efficient management
of inventory, diversifying its manufacturing base and becoming less reliant on Reliance’s Australian manufacturing plants to meet demand.
As at the Prospectus Date, Reliance has global annual production capacity of approximately 44 million units of SharkBite branded brass PTC fittings, 82 million
metres (270 million feet) of PEX pipe, 13 million temperature and pressure relief valves and 0.7 million thermostatic mixing valves. Reliance is currently operating
at an average production rate of less than 80% of capacity due primarily to the fact that most facilities currently only operate five days a week and 24 hours per
day over three shifts during such time. These facilities are able to operate at full capacity by working on weekends to meet additional demand.
Furthermore, Reliance believes it has the ability within its existing manufacturing and warehousing infrastructure to increase manufacturing capacity with minimal
incremental additional capital outlay to support growth of the business over the next three to five years. Reliance estimates that such additional capacity could
be brought online (e.g. at the expanded Cullman manufacturing facility) within a period of approximately 12 months.
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3.8.2

Logistics and distribution network

Reliance has a network of 10 distribution centres to support its customers around the world. These distribution centres are strategically located to work with
Reliance’s leading customers’ distribution centres. All distribution centres have all-weather access, are leased under long-term agreements and equipped with
efficient product handling equipment and systems. Each is staffed with skilled operators and stocked with system controlled SKU mix and volume to facilitate
customer delivery in full and on time.
Reliance buys and sells products across a number of geographic regions. For example, Reliance’s USA operation purchases a large portion of the products it
sells from the Australian operations. Reliance uses third party freight companies for this transfer of products between geographic regions.

Figure 3.17: Illustration of Reliance’s manufacturing and distribution facilities

3.9

Research and development

3.9.1

Overview

Reliance’s success has been driven by continuous new product and category development and existing product enhancements, underpinned by its strong
in-house R&D capability. This includes two in-house R&D centres and a team of over 40 engineers and technicians worldwide. Reliance’s R&D spend in FY2015
of $8 million represented 1.8% of Reliance’s FY2015 net sales.
Reliance’s R&D activities are coordinated centrally through a global R&D function, which aims to ensure alignment in R&D programs across its two R&D
centres:
•

Brisbane, Australia: This facility supports the ongoing development of Thermostatic Products, Control Valves and certain other products. The centre is
fully equipped with prototype machining centres, as well as in-house 3D modelling. The in-house R&D capability has a National Association of Testing
Authorities accredited laboratory in Australia, which undertakes all modes of product testing and approval, as well as supporting Reliance’s comprehensive
quality assurance program; and

•

Alabama, USA: This new facility will support the development of Fittings and Pipe, with plans to construct a new associated laboratory to support product
testing and approvals.

Reliance’s R&D capability has helped deliver a portfolio of high quality, reliable and innovative products. For example, the highly successful introduction of the
SharkBite brand of brass PTC fittings into the USA plumbing market in 2004, along with continuing product development and range extensions, demonstrate
Reliance’s innovation capabilities.
Reliance has been a major contributor in driving regulatory change in Australia and the UK and providing input into appropriate plumbing codes and standards.
An example of this is a water temperature control project undertaken in Australia, in conjunction with other stakeholders, in the late 1990s. This project was
undertaken to reduce the risk of hot water scalding, particularly for infants, the elderly and the infirm. It subsequently resulted in the introduction of a plumbing
standard, requiring the control of the temperature of water delivered for bathing purposes and in turn drove the use of tempering valves for all new residential and
commercial water heating systems in Australia.
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3.9.2

Intellectual property

Reliance has intellectual property protection worldwide with over 700 patents, industrial designs and trademark registrations and actively manages its intellectual
property rights. Reliance is not currently the subject of any material claims of patent, industrial designs or trademark infringements.
Reliance has seen a number of competing PTC fittings products and brands appear in the USA plumbing market, which attempt to copy Reliance’s SharkBite
brand by using names that sound similar to “SharkBite”. Reliance intends to continue to take action (as necessary) to protect its brands. As at the Prospectus
Date, these competing products and brands have not been successful in gaining significant market acceptance or market share, which Reliance believes is due
to barriers to entry and Reliance’s competitive advantage as outlined in Section 3.5.

3.10

Growth strategy

Reliance has a track record of growth, having achieved net sales growth in every year over the past ten years, at a CAGR of 13.3%.25 Reliance has various
strategies in place that are designed to drive the continued growth and development of its business.

Figure 3.18: Net sales (FY2006 - FY2015), on a constant currency basis ($ million)
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3.10.1 Increased penetration of brass PTC fittings and accessories in the USA
Reliance introduced its full range of PTC fittings products to the plumbing industry in the USA in 2004 through the launch of its premium SharkBite brand. Since
that time, Reliance has achieved significant success in the USA, with net sales of SharkBite brass PTC fittings growing at a CAGR of 19.6% from FY2013 to
FY2015.
Despite this strong growth, Reliance believes that the brass PTC fittings category remains in the early stage of its growth and development in the USA, with the
number of brass PTC fittings units sold accounting for only 10% of the total residential plumbing fittings segment in the USA, based on unit sales volume for
the calendar year 2014.26 Reliance expects further penetration of brass PTC fitting products in the USA plumbing market for at least the next three to five years.
Reliance believes it is well positioned to benefit from this trend, as it was the clear leader in the sale of brass PTC fittings in the USA residential end-market with
an estimated 80% share of this category by unit sales volume for the calendar year 2014.27

25	Ten year period from FY2006 to FY2015. Net sales calculated on a constant currency basis using the exchange rates assumed in the FY2017 forecast
period. Refer Section 4.11.2 for further details.
26 Reliance estimate. Refer Section 2.2.1 and the Appendix for further details.
27 Reliance estimate. Refer Section 2.2.3 and the Appendix for further details.
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Reliance believes growth and penetration of brass PTC fittings in the broader fittings segment will be driven by a range of factors, including:
•

ease of use relative to other fittings products, making it a more efficient alternative for plumbing professionals and tradespeople;

•

strong value proposition to installers and re-sellers, especially in the repair and renovation end-market;

•

a relative shortage of skilled labour and increasing labour costs, making PTC products more attractive to builders and contractors;

•

positive referrals and repeat use by existing customers;

•

young plumbing professionals (who are replacing retiring older professionals) being more inclined to adopt new products and technologies; and

•

continuing and increasing use of PEX pipe, which is compatible with Reliance’s PTC fittings range.

Reliance also supplies a range of PTC related accessories, including products such as ball valves, flexible connector hoses and service stops, which are used
for a variety of purposes in Behind the Wall plumbing systems. Reliance has included PTC features in the design of some of these products, such as ball valves,
to create differentiated and value-added products. Reliance’s PTC accessory sales have also grown significantly over the last three years (achieving a net sales
CAGR of 22.2% from FY2013 to FY2015), with these products now a meaningful part of Reliance’s Fittings and Pipe business. Reliance expects growth in PTC
accessory sales to continue over the next three to five years, supported by increased market penetration of brass PTC fittings and further range extensions.
Reliance is implementing a number of initiatives aimed at maximising the growth potential of its SharkBite brass PTC fittings and accessories products in the
USA, including:
•

increasing the product range available to Wholesale customers;

•

continuing to extend its range of PTC related products and accessories;

•

continuing marketing efforts targeted at end-users and through sales channels; and

•

enhancing its customer service and education program to deepen relationships with Wholesale customers, including by continuing to invest in training.

Reliance believes that the combination of these industry-wide and Reliance-specific growth drivers provides it with a sustainable growth profile for SharkBite
brass PTC fittings and accessories in the USA.

3.10.2 Increased demand for Thermostatic Products and other products
Thermostatic mixing valves
Reliance expects global demand for thermostatic mixing valves (and thermostatic cartridges) to increase, driven by industry and regulatory focus on safe and
efficient water control products (see Sections 2.4.1 and 3.2.5 for further details). Reliance aims to capitalise on this demand.
As one of the largest manufacturers and suppliers of thermostatic products in Reliance’s key geographic regions by unit sales volume for the calendar year
2014,28 Reliance believes it is well positioned to capture the expected increase in demand due to the following factors:
•

Reliance has one of the most comprehensive ranges of thermostatic mixing valves in its key geographic regions, which can be deployed in any installation
of water control systems; and

•

Reliance is well positioned, through its strong R&D capability, to develop its range of thermostatic cartridges to grow sales to OEMs.

Other products
The success and growth of Reliance’s SharkBite brass PTC fittings and the strength of the SharkBite brand have resulted in increased demand for Reliance’s
other products, including PEX pipes and control valves, in the USA. Reliance expects this positive impact on demand for Reliance’s other products to continue
as the expected market penetration of SharkBite brass PTC fittings increases.

28 Reliance estimate. See the Appendix for further details.
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3.10.3	Expansion into new construction end-markets in the USA through product
releases
Reliance principally serves the residential repair and renovation end-market in the USA through its range of SharkBite brass PTC fittings and accessories. Reliance
estimates that the residential repair and renovation end-market represented approximately 70% of the overall residential plumbing fittings segment in the USA, by
unit sales volume for the calendar year 2014.29
Reliance has recently developed a range of innovative PTC fittings products, leveraging proven SharkBite PTC technology, which are designed for specific use
in the residential and commercial new construction plumbing end-markets in the USA. These products will be aimed at expanding the size of the markets into
which Reliance’s PTC products can be sold in the USA - markets that are not currently being serviced by Reliance’s existing brass PTC fittings products.
The products targeted at the residential and commercial new construction end-markets are:
•

EvoPEX fittings: next generation PTC fittings made from engineered plastic and stainless steel materials targeted at the residential new construction endmarket, which is expected to be launched initially in the USA. This range is intended to win market share from more basic fitting products, such as PEX
barb fittings and copper sweat fittings. Importantly, while leveraging SharkBite PTC technology, the EvoPEX fittings have some features that make them
less suitable for the repair and renovation end-market and are therefore not expected to compete directly with Reliance’s existing brass PTC fittings; and

•

SharkBite 2XL fittings: a re-design of the existing SharkBite 2XL fittings range (used in the commercial repair and renovation end-market) to a lower cost
product that Reliance expects will enable it to better compete in the commercial new construction sector.

Both the EvoPEX fittings and SharkBite 2XL fittings ranges are currently in the testing and commercialisation phase. Preliminary market feedback has been
positive and indicates that each product range represents an attractive, labour cost reducing solution for plumbers and contractors.
These products are expected to be launched during FY2017, with contributions expected to be minimal to forecast pro forma FY2017 net sales.

Figure 3.19: Product illustration – EvoPEX fittings and SharkBite 2XL fittings
EvoPEX fittings

SharkBite 2XL fittings

3.10.4 Expansion into new geographic regions
Reliance has a track record of successfully expanding into new geographic regions. Reliance established its USA operations in the early 2000s and, since that
time, the USA has grown to become Reliance’s largest geographic region, representing 61% of Reliance’s FY2015 net sales. Similarly, Reliance has achieved
success in Canada since establishing a locally based operation in 2010.
Reliance believes that expansion into continental Europe represents an attractive growth opportunity over the next three to five years. In addition to its established
presence in the UK, Reliance recently established manufacturing and distribution capabilities and acquired associated intellectual property and technology in
Granada, Spain. This investment provides Reliance with a manufacturing operation that can be used as a base by Reliance to serve continental Europe.
Potential opportunities also exist to enter other geographic regions through exports. Reliance is assessing opportunities to further expand exports into Mexico and
South America through its existing USA operations and South East Asia through its existing Australian operations. Such expansions may require further investment
in Reliance’s manufacturing facilities in the future.

29 Reliance estimate. Refer Section 2.2.1 and the Appendix for further details.
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3.10.5 New product development
New product development and product enhancements have been a key driver of Reliance’s historical growth and success, with a significant proportion of
Reliance’s net sales generated from internally developed products. Reliance has a track record of bringing innovative solutions to the market, underpinned by its
strong in-house R&D capability, innovation based culture and commitment to new product development.
Reliance expects the development of new products to continue to be a key part of its future growth strategy.

3.10.6 Industry consolidation
Reliance’s historical growth has primarily been driven internally, through the development and introduction of innovative new products and through select
geographic diversification into new operating regions. This internal growth has been complemented over time by targeted bolt-on acquisitions, where the
commercial and financial rationale has met Reliance’s investment criteria.
Reliance has a track record of identifying, executing and integrating attractive bolt-on acquisitions, including Yorkshire Fittings’ Australian operations in 2000, the
assets of the Cash Acme business in 2002, Watsford Tubex in 2006, Ryemetal and Auspex in 2007 and TMA in 2014. These acquisitions have provided Reliance
with access to new markets and technologies, enhanced Reliance’s manufacturing capability and expanded its product offering for customers.
Reliance intends to continue monitoring the plumbing products industry for potential acquisition opportunities. Any potential acquisition will be carefully evaluated
against Reliance’s business strategy and investment criteria with the objective of only pursuing such opportunities if the acquisition is expected to deliver
meaningful benefit to the business and is value accretive for Shareholders.

3.11

Suppliers

Due to the high level of automation within its facilities, a significant proportion of Reliance’s cost of sales (COS) is variable. In FY2015, approximately 78% of COS
related to materials purchased, including commoditised and widely available raw material inputs such as brass, engineered plastic and polyethylene, as well as
finished products, each of which Reliance typically buys at market prices. Direct labour (being the cost of Reliance’s employees and contractors allocated to
manufacturing costs) accounted for only approximately 6% of FY2015 COS.
Reliance sources its raw materials and other products from a diverse pool of suppliers globally. Reliance has a relatively low level of dependency on any one
supplier, with its top ten suppliers representing less than 40% of total supply costs in FY2015. Additionally, Reliance is able to pass on some market price
fluctuations in raw materials to its customers.
Purchasing is coordinated centrally by Reliance and executed on a local level. Reliance benefits from comparative scale in its key markets, enabling procurement
and manufacturing efficiency.

3.12

Employees and community

Reliance employs an experienced workforce across engineering and product development, operations and production processes, sales and marketing,
purchasing and logistics and administration.
As at 31 December 2015, Reliance’s total workforce numbered over 800 employees, comprising a combination of full time, part time and casual employees,
as well as contractors. Based on seasonal demand, the number of casual workers and contractors may increase or decrease during the year, sometimes by as
much as 10% at any one time.
Over 80% of Reliance’s workforce is based in Australia and the USA, in part reflecting the major Reliance manufacturing, sales and distribution operations that
are based in those countries.
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Figure 3.20: Reliance workforce by operating segment (as at 31 December 2015)
Americas
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Asia Pacific
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Reliance’s workforce is managed on a de centralised basis by geographic region through a group of senior line managers that have experience within the
plumbing products industry and in most cases a long history with Reliance. Reliance believes that it has a relatively lean corporate structure, consisting of a small
team of senior executives, working alongside the CEO, to ensure alignment, optimisation and execution of strategy in each geographic region.
Reliance relies on the contribution of all employees to drive the performance of the business. It is committed to attracting and retaining the highest quality
personnel.
Management seeks to set market competitive wage rates and salary levels, with employee entitlements varying by geographic region. Certain sites in Australia
and New Zealand operate under enterprise bargaining agreements. To date, Reliance’s business has not been subject to any material stoppages due to labour
disputes.
Reliance also actively participates in local communities and aims to support social issues and causes identified by its employees. Community involvement
occurs through corporate donations, sponsorship, fund raising and employee participation.

3.13

Occupational health and safety

Reliance is committed to providing a safe and healthy workplace for all employees and contractors. Its goal is to ensure zero harm across the organisation.
Reliance maintains a robust health and safety management system that assists in the identification of potential issues and hazards. Reliance has a track record
in managing and preventing injuries.

3.14

Properties

Reliance’s corporate head office is located at Rialto Tower, Level 54, 525 Collins Street, Melbourne Victoria 3000, Australia. It has 11 manufacturing facilities and
10 distribution centres across its global operations. The majority of these sites are leased, with the exception of the manufacturing sites in Cullman, Alabama,
which are owned by Reliance.

3.15

Environmental and social sustainability

Environmental and social sustainability are core to Reliance’s operations and important to its strategy. Reliance seeks to minimise the impact of its operations on
the environment, through initiatives such as minimising waste by recycling unused raw materials.
Reliance’s manufacturing operations primarily involve forging and machining, PEX extrusion, plastic moulding and product assembly. Historically, the environmental
impact of these processes has been minimal and Reliance believes it meets current environmental standards in all material respects. To date, Reliance’s
manufacturing operations have not been significantly affected by environmental laws and regulations.
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3.16

Regulatory matters

Reliance believes that it operates its business in compliance with all regulatory and governmental requirements including environmental, health and safety,
workplace and related regulations. Reliance carries out the required procedures with the aim of ensuring compliance with all applicable safety and product
performance regulations of its products.

3.17

Insurance

Reliance has a range of insurance policies in place to manage the risks of its day-to-day business and certain other activities. These policies include a $10 million
global product guarantee, recall and financial loss insurance and workers’ compensation insurance in each of Reliance’s operating regions.
There are additional, more specific policies in place to cover other relevant business risks, including product liability, business interruption, property, corporate
travel, personal injury and marine cargo insurance.
Reliance also maintains directors’ and officers’ insurance for its Directors. Refer Section 6.3.1.5 for further details.
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4.1

Introduction

4.1.1

Overview

Unless otherwise specified, the financial information contained in this Section 4 has been prepared by the Company in connection with the Offer and assumes
that the Restructure has occurred and the Restructure Agreements completed. See Section 3.1.2 for further details about the Restructure.
The pro forma financial information included in this Prospectus is intended to present potential investors with information to assist them in understanding:
•

what the underlying historical performance and cash flows of the Company would have been had the Company operated as a standalone consolidated
entity since 1 July 2012, on a consistent basis with the Forecast Financial Information (as defined below); and

•

the financial position of the Company adjusted to reflect the Restructure and Completion of the Offer as if it occurred on 31 December 2015.

4.1.2

Overview of financial information

The financial information for the Company contained in Section 4 includes:
•

•

•

•

Pro Forma Historical Financial Information, being the:
•

summarised pro forma historical consolidated statements of profit or loss for FY2013, FY2014, FY2015, 1H FY2015 and 1H FY2016 (Pro Forma
Historical Results);

•

summarised pro forma historical consolidated cash flow information for FY2013, FY2014, FY2015, 1H FY2015 and 1H FY2016 (Pro Forma Historical
Cash Flows); and

•

pro forma historical consolidated statement of financial position as at 31 December 2015 (Pro Forma Balance Sheet)

Combined Historical Financial Information of the Reliance Worldwide Corporation Combined Group, being the:
•

summarised historical combined statements of profit or loss for FY2013, FY2014, FY2015, 1H FY2015 and 1HFY2016 (Combined Historical
Results);

•

summarised historical combined cash flow information for FY2013, FY2014, FY2015, 1H FY2015 and 1H FY2016 (Combined Historical Cash
Flows); and

•

summarised historical combined statement of financial position as at 31 December 2015 (Combined Historical Balance Sheet);

Statutory Forecast Financial Information, being the:
•

Statutory forecast summarised consolidated statements of profit or loss for FY2016 and FY2017 (Statutory Forecast Results); and

•

Statutory forecast summarised consolidated cash flow information for FY2016 and FY2017 (Statutory Forecast Cash Flows); and

Pro Forma Forecast Financial Information, being the:
•

pro forma forecast consolidated statements of profit or loss for FY2016 and FY2017 (Pro Forma Forecast Results); and

•

pro forma forecast consolidated summarised cash flow information for FY2016 and FY2017 (Pro Forma Forecast Cash Flows).

The Pro Forma Historical Financial Information and the Combined Historical Financial Information together form the Historical Financial Information.
The Statutory Forecast Financial Information and the Pro Forma Forecast Financial Information together form the Forecast Financial Information.
Collectively the Historical Financial Information and the Forecast Financial Information form the Financial Information.
This section 4 also includes:
•

the basis of preparation and presentation of the Financial Information (Section 4.2);

•

explanation of certain non-IFRS financial measures (Section 4.2.4) and a reconciliation of those non-IFRS measures to the closest IFRS measure (Sections
4.5, and 4.9);

•

pro forma adjustments and reconciliations of the Combined Historical Financial Information to the Pro Forma Historical Financial Information and the
Statutory Forecast Financial Information to the Pro Forma Forecast Financial Information (Section 4.5);

•

description of Reliance’s segment reporting (Section 4.6);

•

a description of the way in which the Company finances its operations, including a description of its indebtedness (including the Banking Facilities
discussed in section 4.7.3);

•

liquidity and capital resources (Section 4.7.4);

•

information regarding Reliance’s contractual commitments and contingent liabilities (Section 4.7.6);

•

a discussion of Reliance’s financial risk, both from a quantitative and qualitative perspective (Section 4.7.7);

•

management’s discussion and analysis of the Historical Financial Information (Section 4.10);

•

management’s discussion of assumptions relating to the Pro Forma Forecast Financial Information (Section 4.11);

•

an analysis of the key sensitivities in respect of the Pro Forma Forecast Results (Section 4.13); and

•

the Company’s proposed dividend policy (Section 4.14).
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The information in this Section 4 should also be read in conjunction with the summary of key accounting policies (see Section 11) and risk factors set out in
Section 5 and other information contained in this Prospectus.
All amounts disclosed in the tables in this Section 4 are presented in Australian Dollars and, unless otherwise noted, are rounded to the nearest $0.1 million.
Tables in this Section 4 have not been amended to correct immaterial summation differences that may arise from this rounding convention.

4.2

Basis of preparation and presentation of the Financial Information

4.2.1

Overview

The Directors are responsible for the preparation and presentation of the Financial Information.
The Financial Information included in this Section 4 has been prepared in accordance with the recognition and measurement principles prescribed in the
Australian Accounting Standards (AAS) adopted by the Australian Accounting Standards Board (AASB), which are consistent with the International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board and the accounting policies of the Company. The Financial Information
and accompanying commentary presented in this Section 4 has also been disclosed with consideration to regulatory guidance issued by ASIC.
The Financial Information is presented in abbreviated form and does not include all of the disclosures, statements or comparative information required by AAS
applicable to financial reports prepared in accordance with the Corporations Act.
In preparing the Financial Information, the Company’s accounting policies have been applied consistently throughout the periods presented. The Company’s
significant accounting policies relevant to the Financial Information are set out in Section 11.
Refer Section 4.6 for discussion on Reliance’s operating segments that the Directors expect to report in accordance with AASB 8 Operating Segments. Further,
this Section 4 includes non-IFRS measures utilised by Reliance to manage and report on its business that are not in accordance with AAS or IFRS.

4.2.2

 asis of preparation of Combined Historical Financial Information and
B
Pro Forma Historical Financial Information

The Company was incorporated on 19 February 2016 and as such does not have any historical statutory consolidated group financial information or a financial
history that would be relevant to a potential investor’s consideration of financial performance. The Restructure, which will be complete as of the Restructure
Completion Date, will have the effect of consolidating Reliance’s operations under the Company’s ownership. Please see Section 3.1.2 for further details about
the Restructure.
In order to have historical financial information on the Company for inclusion in the Prospectus, the Combined Historical Financial Information of the Reliance
Worldwide Corporation Combined Group was prepared. The Reliance Worldwide Corporation Combined Group (which comprised the Reliance Entities and
their controlled entities), was historically an integrated business of the GSA Group that is not a separate stand-alone company.
The Historical Financial Information of the Company has been derived from the combined financial statements of the Reliance Worldwide Corporation
Combined Group (which comprised the combined financial results of the Reliance Entities, the method of combining these is discussed further in this
Section 4.2.2) for the years ended 30 June 2013, 30 June 2014 and 30 June 2015 and the condensed combined interim financial statements of the Reliance
Worldwide Corporation Combined Group for the six months ended 31 December 2014 and 31 December 2015. The combined financial statements for the
years ended 30 June 2013, 30 June 2014 and 30 June 2015 have been audited by KPMG in accordance with Australian Auditing Standards. KPMG has
issued an unqualified audit opinion in respect of those years, including an emphasis of matter paragraph to highlight the basis of preparation related to the
combined financial statements. The basis of preparation to which this emphasis of matter relates is outlined in this Section 4.2.
The condensed combined interim financial statements for the half years ended 31 December 2014 and 31 December 2015 have been reviewed by KPMG
in accordance with ASRE 2410 Review of a Financial Report Performed by the Independent Auditor of the Entity. KPMG has issued an unqualified review
conclusion for those periods, including an emphasis of matter paragraph to highlight the basis of preparation related to the combined financial statements.
The basis of preparation to which this emphasis of matter relates is outlined in this Section 4.2.
The Financial Information described as “pro forma” has been adjusted to reflect the Company as if it had existed from 1 July 2012 and Completion of the Offer
had taken place on 31 December 2015.
Pro forma adjustments made to the Combined Historical Financial Information include:
•

adjusting for the impact of the Offer;

•

removal of transaction costs associated with the Offer;

•

inclusion of the estimated costs associated with being a public company (e.g. fees for Directors, ASX listing fees and additional compliance costs); and

•

identification and separation of significant items.

The Pro Forma Historical Financial Information in Section 4.3 has been presented before net finance cost and income tax expense because the Company’s
corporate and capital structure will be materially different following Completion of the Offer. Accordingly, the historical statutory net finance costs and income
tax expense is not a meaningful representation of the Company’s future earnings profile. The Pro Forma Forecast net finance costs have increased following
the Restructure and accordingly the Combined Historical net profit after tax is not comparable to Pro Forma Forecast net profit after tax. Similarly, the Pro Forma
Historical Cash Flows in Section 4.8 have been presented to adjusted cash flow (before significant items, financing and taxation).
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As at the Prospectus Date, the Reliance Entities are under common control of GSA Group. As a result, the financial statements of the Reliance Entities have
been prepared on a combined basis, for the purpose of presenting the financial position, results of operations and cash flows of the Reliance Worldwide
Corporation Combined Group on a stand-alone basis. The Directors have elected to account for the effect of the Restructure as a common control
transaction. In the Directors’ opinion, the continuation of existing accounting values is consistent with the accounting that would have occurred if the assets
and liabilities had already been in a structure suitable for listing on the ASX and most appropriately reflects the substance of the Restructure.
While there is no requirement under AAS to do so, if the Company were to account for the Restructure, which is conditional on Completion of the Offer,
using a fair value approach this would require an assessment of the fair value of assets and liabilities as at that date. If this view was taken, the fair value of
the net assets of the Company would have been increased by $915.7 million, based on an assumed market capitalisation at Listing of $1,249.5 million1,
with consequential impacts on the statement of profit or loss and statement of financial position. The Directors’ estimate the fair value of inventory would be
increased by $35.0 million and anticipate that the excess of fair value compared to the book value of net assets would primarily be allocated to goodwill and
intangible assets (amounting to $880.7 million in total). The fair value increase in inventory would have the impact of reducing profitability before tax by $35.0
million across FY2016 and FY2017, albeit this would not impact the underlying cash flow of the Company.
The Pro Forma Historical Financial Information presented in Tables 4.0, 4.6 and 4.9 in this Section 4 has been reviewed by KPMG Financial Advisory Services
(Australia) Pty Limited (Investigating Accountant), in accordance with the Australian Standard on Assurance Engagements ASAE 3450 Assurance
Engagements involving Corporate Fundraisings and/or Prospective Financial Information, as stated in the Investigating Accountant’s Report on the Pro Forma
Historical Financial Information. Investors should note the scope and limitations of the Investigating Accountant’s Report on the Pro Forma Historical Financial
Information (refer Section 8).
Investors should note that past results are not a guarantee of future performance.

4.2.3

Basis of preparation of Forecast Financial Information

The Forecast Financial Information has been prepared by the Company solely for inclusion in the Prospectus. The Forecast Financial Information is prepared
by the Directors based on an assessment of the present economic and operating conditions and on a number of best estimate general and specific
assumptions regarding future events and actions, as set out in Section 4.11. This information is designed to assist investors in assessing the reasonableness
of the assumptions and the likelihood of the assumptions occurring, and is not intended to be a representation that the assumptions will occur.
The Company and the Directors believe the best estimate assumptions, when taken as a whole, are reasonable as at the Prospectus Date. However, there
can be no guarantee that the assumptions will occur and investors are cautioned not to place undue reliance on the Forecast Financial Information.
Investors should be aware that the timing of actual events and the magnitude of their impact might differ from that assumed in preparing the Forecast Financial
Information and that this may have a material positive or negative effect on the Company’s actual financial performance, cash flows or financial position.
Further, the assumptions that the Forecast Financial Information are based on are by their nature subject to significant uncertainties and contingencies, many of
which will be outside the control of the Company, the Directors and Reliance management, and are not readily predictable. As a result, none of the Company,
the Directors, Reliance management nor any other person can give investors any assurance that the outcomes disclosed in the Forecast Financial Information
will arise. Events and outcomes might differ in amount and timing from the assumptions and this may have a material positive or negative impact on the
Company’s financial performance, cash flows or financial position.
The basis and presentation of the Forecast Financial Information, to the extent relevant, is consistent with the basis of preparation and presentation of the Pro
Forma Historical Financial Information.
The Statutory Forecast Financial Information for FY2016 and FY2017 has been presented on a statutory basis. FY2016 will be the Company’s first financial
reporting period, with the Company expecting to report financial information from the date of incorporation to 30 June 2016. This period therefore forms the
basis of the Statutory Forecast Financial Information for FY2016 and reflects the Directors’ best estimate of the financial performance for the period from
Completion of the Offer (assumed to be 1 May 2016) to 30 June 2016. In addition, Forecast Financial Information for FY2016 has also been prepared on a pro
forma basis, factoring in the following items:
•

the assumed operations of a full 12 month period for the Company including the full year impact of the listed company capital structure;

•

trading performance for the six months to 31 December 2015; and

•

removal of transaction costs associated with the Offer.

There are no differences between the pro forma and statutory versions of the Forecast Financial Information for FY2017. Sections 4.5 and 4.9 provide a
reconciliation between the Statutory Forecast Financial Information and the Pro forma Forecast Financial Information.
The Company has no intention to update or revise the Forecast Financial Information or other forward-looking statements, or to publish prospective financial
information in the future, regardless of whether new information, future events or any other factors affect the information contained in this Prospectus, except
where required by law or the ASX continuous disclosure obligations.

1

Based on mid-point of Indicative Price Range ($2.38 per Share).
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The information in Section 4 should be read in conjunction with the general assumptions as set out in Section 4.11.1, the specific assumptions as set out in
Section 4.11.2, the sensitivity analysis as set out in Section 4.13, the risk factors as set out in Section 5 and other information contained within this Prospectus.
The Forecast Financial Information presented in this Prospectus has been reviewed by the Investigating Accountant, in accordance with the Australian
Standard on Assurance Engagements ASAE 3450 Assurance Engagements involving Corporate Fundraisings and/or Prospective Financial Information, as
stated in its Investigating Accountant’s Report on the Forecast Financial Information. Investors should note the scope and limitations of the Investigating
Accountant’s Report on the Forecast Financial Information (contained in Section 8). The Investigating Accountant’s Report on the Forecast Financial
Information has been prepared solely in connection with the Offer in Australia and New Zealand and has been omitted from the International Offering
Memorandum being distributed outside Australia or New Zealand.

4.2.4

Explanation of certain non-IFRS and other financial measures

The Company uses certain measures to manage and report on its business that are not recognised under AAS or IFRS. These measures are collectively
referred to in this Section 4.2.4 as ‘non-IFRS financial measures’ under Regulatory Guide 230 ‘Disclosing non-IFRS financial information’ published by ASIC.
Management uses these non-IFRS measures to evaluate the performance and profitability of the overall business. These ‘non-IFRS financial measures’ are
intended to supplement the financial measures calculated in accordance with AAS or IFRS and are not a substitute for such IFRS measures and may be
calculated differently from similar titled measures of other companies and thus, are not directly comparable to such measure of other companies. The principal
non-IFRS financial measures that are referred to in this Prospectus are as follows:
•

EBITDA (before significant items) and EBITDA (before significant items) margin - is earnings before interest, tax, depreciation and amortisation
and significant items. EBITDA (before significant items) is used to evaluate the operating performance of the business and each segment prior to the
above mentioned items, which are significantly impacted by the historical capital structure and tax position of Reliance. EBITDA (before significant items)
margin is calculated as EBITDA (before significant items) divided by net sales and expressed as a percentage. EBITDA (before significant items) and
EBITDA (before significant items) margin are used by management to understand the cash generation potential of the business. However, it should not be
considered an alternative to cash flow from operations because it does not reflect actual cash movements or movements in working capital (see below) or
consider funds invested in capital expenditure.

•

EBIT – is earnings before interest and tax.

•

EBIT (before significant items) – is earnings before interest, tax and significant items.

•

Adjusted working capital – represents inventories, trade and other receivables and other current assets less trade payables, accrued expenses, other
creditors and current provisions. This excludes debt-related balances.

•

Capital expenditure – Reliance management organises its capital expenditure into two categories:
•

Maintenance capital expenditure – relates to capital expenditure that management identifies as replacing existing property, plant and equipment;
and

•

Growth capital expenditure – relates to capital expenditure that management identifies as increasing production capacity.

•

Adjusted free cash flow conversion – represents adjusted cash flows from operations (before significant items, capex and taxation) divided by EBITDA
(before significant items).

•

Adjusted cash flow from operations (before significant items, capital expenditure and taxation) – represents EBITDA (before significant items),
adjusted for non-cash items in EBITDA (before significant items) and after changes in adjusted working capital but before the net cash impacts of capital
expenditure, proceeds from sale of assets, financing and taxation.

•

Adjusted cash flow (before significant items, financing and taxation) – represents adjusted cash flow from operations (before significant items,
capital expenditure and taxation) less capital expenditure and proceeds from sales of assets.

•

Net debt – represents total loans and borrowings and bank overdrafts, less cash and cash equivalents.
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4.3	Pro Forma Historical and Combined Historical Results, Pro Forma and
Statutory Forecast Results
Table 4.0 below presents the Company’s Pro Forma Historical Results for FY2013, FY2014, FY2015, 1H FY2015 and 1H FY2016, the Pro Forma Forecast
Results for FY2016 and FY2017 and the Statutory Forecast Results for FY2016 and FY2017.
The FY2016 Pro Forma Forecast includes six months of actual trading to 31 December 2015 and pro forma forecast for the six months to 30 June 2016. The
FY2016 Statutory Forecast represents forecast trading for the period from Completion of the Offer (assumed to be 1 May 2016) to 30 June 2016 and includes
the expenses associated with the Offer.
No pro forma adjustments have been made to the FY2017 Statutory Forecast, and as a result, they are both shown as the same column.

Table 4.0: Pro Forma Historical Results, Pro Forma Forecast Results and Statutory Forecast Results

June year end

Pro Forma Historical Results

$ millions

Notes

Net sales

1

Pro Forma Historical
Results

Pro
Forma
Forecast
Results

Pro
Forma
Forecast
Results
and
Statutory
Forecast
Results

Statutory
Forecast
Results

1H FY2015 1H FY2016

FY2016

FY2017

FY2016

FY2013

FY2014

FY2015

303.3

392.2

451.7

206.3

271.9

534.9

587.8

89.0

Cost of sales

(198.0)

(237.5)

(266.2)

(121.0)

(158.8)

(315.3)

(341.1)

(52.7)

Gross profit

105.3

154.7

185.5

85.3

113.1

219.6

246.7

36.3

(5.3)

(5.8)

(8.0)

(3.6)

(4.6)

(9.1)

(9.6)

(1.5)

(39.1)

(48.7)

(59.4)

(26.5)

(36.1)

(73.9)

(79.0)

(12.7)

(29.7)

(32.9)

(40.7)

(19.0)

(18.1)

(38.3)

(40.3)

(6.8)

Operating expenses
Product development expense
Selling, warehouse and
marketing expense
Administration expense

2

Other

3

2.2

(1.6)

2.0

1.2

(0.3)

(0.5)

(0.1)

(0.1)

EBITDA (before significant items)

33.4

65.7

79.4

37.4

54.0

97.8

117.7

15.2

Depreciation and amortisation

(11.1)

(13.6)

(14.0)

(6.7)

(8.0)

(17.2)

(19.9)

(3.2)

EBIT (before significant items)

22.3

52.1

65.4

30.7

46.0

80.6

97.8

12.0

Significant items

4

2.0

(0.6)

4.1

2.7

1.0

1.1

-

(15.2)

EBIT

5

24.3

51.5

69.5

33.4

47.0

81.7

97.8

(3.2)

Net finance costs

6

(6.4)

(6.0)

(1.1)

75.3

91.8

(4.3)

Profit before income tax
Income tax expense

7

(24.0)

(29.2)

(1.1)

Net profit after tax

8

51.3

62.6

(5.4)

Notes:
1 Net sales represents revenue less rebates and other allowances given to customers. Refer section 11 for further details.
2 Pro Forma Historical and Forecast administration expense includes the Company’s estimate of the incremental costs that it will incur as a listed company.
3 Other operating expenses include operating foreign exchange gains or losses, and profit or loss from sale of assets.
4 Significant items include non-operating foreign exchange gains or losses, and estimated expenses associated with the Offer of $15.2 million, which are not
included in the FY2016 Pro Forma Forecast Results. Refer Section 4.5 for further details.
5 A reconciliation of Pro Forma Historical EBIT to Combined Historical EBIT is set out in Section 4.5.
6 The Pro Forma Historical Financial Information in Table 4.0 has been presented before net finance costs and income tax expense because the Company’s
corporate and capital structure will be materially different following Completion of the Offer. Accordingly, the Combined Historical net finance costs are not a
meaningful representation of the Company’s future earnings profile. The Pro Forma Forecast Net finance costs have increased following the Restructure and
accordingly the Combined Historical Net profit after tax is not comparable to Pro Forma Forecast Net profit after tax. Pro forma net finance costs are based
on the terms of the Banking Facilities on Completion of the Offer, UK Facilities and amortisation of upfront fees related to the Banking Facilities. Refer Section
4.7.3 for further details.
7 The Pro Forma Historical Financial Information in Table 4.0 has been presented before net finance costs and income tax expense because the Company’s
corporate and capital structure will be materially different following Completion of the Offer. Accordingly, the Combined Historical income tax expense is not
comparable to the Company’s future tax profile. Pro forma income tax expense rate of 32% has been applied, which is an estimated blended tax rate based
on the different tax jurisdictions that Reliance operates in and factoring in the pro forma debt and capital structure for Reliance following Completion of the
Offer. Statutory Forecast Results for FY2016 show an income tax expense despite a loss before income tax due to the estimated expenses associated with
the Offer not being expected to give rise to a full income tax benefit.
8 A reconciliation of Pro Forma Forecast NPAT and Statutory Forecast NPAT for FY2016 and FY2017 is presented in Section 4.5.
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Table 4.1 below presents the Company’s Combined Historical Results for FY2013, FY2014, FY2015, 1H FY2015 and 1H FY2016, and the Statutory Forecast
Results for FY2016 and FY2017.

Table 4.1: Combined Historical Results and Statutory Forecast Results

June year end

Combined Historical Results

Combined Historical
Results

$ millions

Notes

FY2013

FY2014

FY2015

FY2016

FY2017

Net sales

1

303.3

392.2

451.7

206.3

271.9

89.0

587.8

Cost of sales

2

(198.0)

(237.5)

(266.2)

(121.0)

(158.8)

(52.7)

(341.1)

105.3

154.7

185.5

85.3

113.1

36.3

246.7

Gross profit
Operating expenses

1H FY2015 1H FY2016

Statutory Forecast
Results

2

Product development expense
Selling, warehouse and marketing expense
Administration expense

3

Other

4

(5.3)

(5.8)

(8.0)

(3.6)

(4.6)

(1.5)

(9.6)

(39.1)

(48.7)

(59.4)

(26.5)

(36.1)

(12.7)

(79.0)

(27.3)

(30.5)

(38.3)

(17.8)

(16.9)

(6.8)

(40.3)

2.2

(1.6)

2.0

1.2

(0.3)

(0.1)

(0.1)

EBITDA (before significant items)

35.8

68.1

81.8

38.6

55.2

15.2

117.7

Depreciation and amortisation

(11.1)

(13.6)

(14.0)

(6.7)

(8.0)

(3.2)

(19.9)

EBIT (before significant items)

24.7

54.5

67.8

31.9

47.2

12.0

97.8

Significant items

5

2.0

(0.6)

4.1

2.7

1.0

(15.2)

-

EBIT

6

26.7

53.9

71.9

34.6

48.2

(3.2)

97.8

Net finance costs

7

Profit before income tax
Income tax expense
Net profit after tax

8

(1.4)

(1.4)

(1.2)

(0.5)

(0.5)

(1.1)

(6.0)

25.3

52.5

70.7

34.1

47.7

(4.3)

91.8

(8.6)

(17.2)

(24.0)

(11.8)

(15.9)

(1.1)

(29.2)

16.7

35.3

46.7

22.3

31.8

(5.4)

62.6

Notes:
1 Net sales represents revenue less rebates and other allowances given to customers. Refer Section 11 for further details.
2 Cost of sales and operating expenses in the Combined Historical financial statements include depreciation and amortisation, however this is shown
separately in the Combined Historical Results.
3 Statutory forecast includes the Company’s estimate of the incremental costs that it will incur as a listed company.
4 Other operating expenses include operating foreign exchange gains or losses and profit or loss from sale of assets.
5 Significant items relate to non-operating foreign exchange gains or losses. The FY2016 Statutory Forecast Results include estimated expenses associated
with the Offer of $15.2 million which is not included in other periods. Refer Section 4.5 for further details.
6 A reconciliation of Pro Forma Historical EBIT to Combined Historical EBIT is set out in Section 4.5.
7 Net finance costs are based on the terms of the Banking Facilities, UK Facilities and amortisation of upfront fees related to the Banking Facilities, and
assuming the facilities are in place from Completion of the Offer. Refer Section 4.7.3 for further details.
8 Tax expense rate of 32% has been applied, which is an estimated blended tax rate based on the different tax jurisdictions that Reliance operates in and
factoring in the pro forma debt and capital structure for the Company following Completion of the Offer.

4.3.1

Description of certain profit or loss items

Net sales
Net sales is sales revenue generated from the sale of products to Reliance’s customers, net of any rebates and discounts provided to customers on
purchased products.

Cost of sales
Comprises the cost of products sold, freight to customers and production variances arising from differences between the manufactured actual product cost
and standard cost.
Expenses comprising manufactured product cost include direct material costs (such as brass and PEX resins), labour costs and an allocation of
manufacturing overheads.
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Operating expenses
Product development expenses
Includes employee costs (including applicable on-costs and statutory entitlements) and other support costs (including an allocation of rent) associated with
the development of products.

Selling, warehouse and marketing expenses
Includes costs associated with warehouse operations, marketing staff and sales force (employee costs including commissions) and other advertising/
promotion costs.
Reliance utilises a combination of employed sales force and sales agents/representatives (primarily in the Americas) as a means for promoting Reliance’s
products and solutions to both its customers and end-users when sold via the Wholesale and Retail channels.

Administration expenses
Includes costs associated with support functions such as accounting, finance, IT, human resources and legal. Expenditure primarily relates to employee costs
(including applicable on-costs and statutory entitlements), travel, property costs, consultants and other general expenditure.
On a pro forma basis, administration expenses include the Company’s estimate of the incremental costs that it will incur as a listed company. These
incremental costs include Directors fees, additional audit and tax compliance, ASX listing fees and other listed entity related costs.

Other
Primarily relates to realised and unrealised foreign exchange gains and losses.

Depreciation and amortisation
Includes depreciation of property, plant and equipment in addition to amortisation of intangibles such as software licenses.

4.4

Key operating metrics

Table 4.2 sets out a summary of the Company’s key historical operating metrics derived from the Pro Forma Historical Results and the key pro forma forecast
operating metrics derived from the Pro Forma Forecast Results.

Table 4.2: Key pro forma operating metrics

June year end
$ millions

Pro Forma Historical Results
Notes

Net sales

FY2013

FY2014

FY2015

303.3

392.2

451.7

Net sales growth
EBITDA (before significant items)
EBITDA margin (before significant items)

1

EBITDA growth (before significant items)

2

EBIT (before significant items)
EBIT margin(before significant items)

1

EBIT growth (before significant items)

2

Adjusted free cash flow conversion

3

Pro Forma
Historical Results
1H FY2015 1H FY2016
206.3

Pro Forma
Forecast Results
FY2016

FY2017

271.9

534.9

587.8

29.3%

15.2%

31.8%

18.4%

9.9%

33.4

65.7

79.4

37.4

54.0

97.8

117.7

11.0%

16.8%

17.6%

18.1%

19.9%

18.3%

20.0%

96.7%

20.8%

44.4%

23.2%

20.3%

22.3

52.1

65.4

30.7

46.0

80.6

97.8

7.4%

13.3%

14.5%

14.9%

16.9%

15.1%

16.6%

133.6%

25.5%

49.8%

23.2%

21.3%

82.8%

98.6%

49.4%

74.2%

91.3%

115.0%

78.3%

Notes:
1 EBITDA (before significant items) margin and EBIT (before significant items) margin are calculated by dividing EBITDA (before significant items) and EBIT
(before significant items) respectively by net sales.
2 EBITDA growth and EBIT growth are calculated by dividing current year EBITDA (before significant items) and EBIT (before significant items) by the prior year
EBITDA (before significant items) and EBIT (before significant items) respectively minus one.
3 Adjusted free cash flow conversion is calculated by dividing adjusted cash flow from operations (before significant items, capex and taxation) by EBITDA
(before significant items).
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4.5	Pro forma adjustments to the Combined Historical Results and Statutory
Forecast Results
Table 4.3 sets out the pro forma adjustments that have been made to the Company’s historical earnings results and significant items contained within the
combined financial information. These adjustments are summarised below.

Table 4.3: Pro forma adjustments to Historical Results
June year end, $ millions

Notes

Combined Historical EBIT
Public company costs

1

Pro forma EBIT

FY2013

FY2014

FY2015

1H FY2015

1H FY2016

26.7

53.9

71.9

34.6

48.2

(2.4)

(2.4)

(2.4)

(1.2)

(1.2)

24.3

51.5

69.5

33.4

47.0

(2.0)

0.6

(4.1)

(2.7)

(1.0)

(2.0)

0.6

(4.1)

(2.7)

(1.0)

22.3

52.1

65.4

30.7

46.0

Significant items
Non-trading Foreign Exchange gains and losses

2

Total significant items
Pro forma EBIT (before significant items)
Notes:

1 Relates to the Company’s estimated costs associated with being a public company. These have been applied to the Pro Forma Historical Results. These
costs include Director fees, additional audit and tax compliance, ASX listing fees and other public company related costs.
2 Relates to foreign exchange gains or losses made on translation of intercompany loan balances held between Reliance Worldwide Corporation (a Reliance
Entity, which carries on Reliance’s operations in the USA) and GSA International (which is an Existing Owner). These are considered non-operating in nature.
There were no loans between the Company and the Existing Owners as at 31 December 2015.
Table 4.4 sets out a reconciliation from the Statutory Forecast Results to the Pro Forma Forecast Results respectively. As there have been no pro forma
adjustments made to the FY2017 forecast, there is no difference between the FY2017 Pro Forma Forecast and the FY2017 Statutory Forecast.

Table 4.4: Pro forma adjustments to Statutory Forecasts Results in FY2016 and FY2017
June year end, $ millions

Notes

Statutory NPAT

FY2016
(5.4)

FY2017
62.6

Offer transaction costs

1

15.2

-

Trading for the period from 1 July 2015 to Completion of the Offer

2

68.6

-

Net finance costs

3

(5.3)

-

Significant items

4

1.1

-

Tax impact of adjustments

5

(22.9)

-

51.3

62.6

Pro Forma NPAT
Notes:
1 Relates to expensed transaction costs associated with the Offer (before tax).

2 The Statutory Forecast is prepared from Completion of the Offer (assumed to be 1 May 2016) through to 30 June 2016. The pro forma FY2016 forecast
assumes a full 12 months of trading result (profit before tax) as if Completion of the Offer had occurred on 1 July 2015 (including public company costs).
3 The Statutory Forecast is prepared from Completion of the Offer through to 30 June 2016. The pro forma FY2016 forecast assumes 12 months of interest
expense as if Completion of the Offer had occurred on 1 July 2015 and the pro forma debt and capital structure was present for the full year commencing 1
July 2015.
4 Pro Forma NPAT includes a significant item incurred in 1H FY2016 relating to non-trading foreign exchange gains and losses which are not included in the
Statutory Forecast that has been prepared from Completion of the Offer through to 30 June 2016.
5 The tax impact attributable to adjustments referenced in footnotes 1 to 4 has been calculated using an effective tax rate of 32% and factoring in permanent
differences in the FY2016 Statutory Forecast.
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4.6

Segment Pro Forma Historical Results and Pro Forma Forecast Results

Reliance has three reporting segments based on the geographical operation of the business, consisting of: Americas, Asia Pacific and EMEA. Americas
includes Reliance’s USA and Canadian operations. Asia Pacific includes Reliance’s Australian and New Zealand operations and EMEA includes Reliance’s UK
and Spain operations.
Table 4.5 sets out the segment Pro Forma Historical net sales and EBITDA (before significant items) for FY2013, FY2014, FY2015, 1H FY2015 and 1H FY2016,
and segment pro forma forecast net sales and EBITDA for FY2016 and FY2017.

Table 4.5: Pro forma net sales and EBITDA (before significant items) by segment

June year end
$ millions

Pro Forma Historical Results
Notes

Pro Forma
Historical Results

FY2013

FY2014

FY2015

1H FY2015 1H FY2016

Americas

175.9

252.2

300.3

131.1

Asia Pacific

148.1

175.8

189.9

94.5

Pro Forma
Forecast Results
FY2016

FY2017

184.1

364.0

397.6

105.5

200.4

209.8

Net sales

EMEA
Net sales (including intercompany sales)
Elimination of intercompany sales

1

Net sales

26.1

34.8

43.5

20.6

27.1

53.7

67.2

350.1

462.8

533.7

246.2

316.7

618.1

674.6

(46.8)

(70.6)

(82.0)

(39.9)

(44.8)

(83.2)

(86.8)

303.3

392.2

451.7

206.3

271.9

534.9

587.8

EBITDA (before significant items)
Americas

2

12.1

33.0

47.4

20.2

29.5

57.1

69.3

Asia Pacific

2

22.4

32.7

33.4

17.2

23.5

39.0

45.6

EMEA

2

1.3

2.4

1.0

1.2

2.2

4.1

5.2

(2.4)

(2.4)

(2.4)

(1.2)

(1.2)

(2.4)

(2.4)

33.4

65.7

79.4

37.4

54.0

97.8

117.7

Americas

n/a

43.4%

19.1%

n/a

40.4%

21.2%

9.2%

Asia Pacific

n/a

18.7%

8.0%

n/a

11.6%

5.5%

4.7%

EMEA

n/a

33.3%

25.0%

n/a

31.6%

23.4%

25.1%

Total net sales growth

n/a

29.3%

15.2%

n/a

31.8%

18.4%

9.9%

Americas

n/a

172.7%

43.6%

n/a

46.0%

20.5%

21.4%

Asia Pacific

n/a

46.0%

2.1%

n/a

36.6%

16.8%

16.9%

EMEA

n/a

84.6%

(58.3%)

n/a

83.3%

310.0%

26.8%

Total EBITDA growth (before significant items)

n/a

96.7%

20.8%

n/a

44.4%

23.2%

20.3%

Public company costs
Total EBITDA (before significant items)
Segment net sales growth

EBITDA growth (before significant items)

EBITDA margin (before significant items)
Americas

3

6.9%

13.1%

15.8%

15.4%

16.0%

15.7%

17.4%

Asia Pacific

3

15.1%

18.6%

17.6%

18.2%

22.3%

19.5%

21.7%

EMEA

3

5.0%

6.9%

2.3%

5.8%

8.1%

7.6%

7.7%

Total EBITDA margin (before significant items)

4

11.0%

16.8%

17.6%

18.1%

19.9%

18.3%

20.0%

Notes:
1 Intercompany sales represent sales from one segment to another, primarily from Asia Pacific to the Americas. The Company records these transactions in
accordance with its transfer pricing policies, which include a profit margin in the originating selling segment.
2 Segment EBITDA (before significant items) is presented after allocation of corporate overheads (e.g. IT costs, marketing costs and general administration
costs) but before public company costs. Group IT costs are distributed based on the number of users of systems in each segment; group marketing costs
are distributed based on the planned marketing in relevant segments; general group administration costs are distributed based on forecast net sales in each
segment.
3 Segment EBITDA margins (before significant items) are based on net sales (including intercompany sales).
4 Total EBITDA margin (before significant items) are based on net sales.
The Indicative Price Range results in a pro forma Net investment/Share capital in the range of $1,197.1 million to $1,400.8 million and a pro forma Merger
reserve in the range of $1,003.8 million to $1,207.5 million. A change in proceeds from the Offer will have no net impact on total equity as a change in Net
Investment/Share Capital will be equally offset by a corresponding change to the Merger reserve.
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4.7

Pro Forma and Combined Historical Balance Sheet

4.7.1

Overview

The Pro Forma Balance Sheet shown in Table 4.6 is based on the Combined Historical Financial Position as at 31 December 2015, adjusted for the impact of
the Offer, Restructure and Banking Facilities as if they were completed on 31 December 2015.
On Completion of the Offer, the Company will issue Shares for cash consideration and draw down on funds available under its Banking Facilities (described
in Section 4.7.3). This cash and debt will be used to acquire the Reliance Entities (being acquired pursuant to the Restructure) and fund transaction costs
associated with the Offer.
The adjustments include assumptions relating to matters that are known as at the Prospectus Date. The adjustments also include assumptions relating
to the Offer, which includes matters not known at the Prospectus Date, including, for example, the Final Price, the number of Shares to be issued by the
Company and the Existing Owners’ retained interest in the Company. The Pro Forma Balance Sheet is therefore provided for illustrative purposes only
and is not necessarily indicative of the Company’s view on its future financial position. In particular, cash and cash equivalents have not been adjusted for
various anticipated cash requirements of the business between 31 December 2015 and Completion of the Offer. The resulting cash and cash equivalents
balance is not reflective of Management’s estimated cash position at Completion of the Offer, which is $10.0 million. Refer to Table 4.6 for estimated financial
indebtedness at Completion of the Offer.
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Table 4.6: Pro Forma and Combined Historical Balance Sheet at 31 December 2015

$ millions

Notes

Combined
Historical

Impact of Offer and
Banking Facilities

Pro forma

22.4

-

22.4

89.4

-

89.4

Assets
Current assets
Cash and cash equivalents

1

Trade and other receivables
Other financial assets

-

-

-

135.7

-

135.7

8.5

-

8.5

256.0

-

256.0

110.9

-

110.9

11.1

5.4

16.5

44.5

-

44.5

1.5

-

1.5

Total non current assets

168.0

5.4

173.4

Total assets

424.0

5.4

429.4

(1.2)

1.2

-

(58.2)

-

(58.2)

(0.5)

-

(0.5)

(5.9)

-

(5.9)

Inventories
Other current assets
Total current assets
Non current assets
Property, plant and equipment
Deferred tax assets

2

Goodwill
Other intangible assets

Liabilities
Current liabilities
Bank overdraft
Trade and other payables
Loans and borrowings

3

Current tax liabilities
Provisions

(6.0)

-

(6.0)

(71.8)

1.2

(70.6)

(4.0)

(160.0)

(164.0)

Deferred tax liabilities

(9.7)

-

(9.7)

Provisions

(4.7)

-

(4.7)

Total current liabilities
Non current liabilities
Loans and borrowings

3

Total non current liabilities

(18.4)

(160.0)

(178.4)

Total liabilities

(90.2)

(158.8)

(249.0)

Net assets

333.8

(153.4)

180.4

333.8

897.9

1,231.7

-

(1,038.4)

(1,038.4)

-

-

-

Equity
Net investment/Share capital

4

Merger reserve

4

Reserves
Retained earnings
Total equity

4

-

(12.9)

(12.9)

333.8

(153.4)

180.4

Notes:
1 Nil cash impact due to cash proceeds from the issuance of Shares in the Offer and draw down from the Banking Facilities ($160 million) used to pay transaction
costs related to the Offer, repay bank overdrafts (as required) and acquire the Reliance Entities as consideration under the Restructure.
2 Deferred tax assets of $5.4 million represent the tax effect of transaction costs associated with the Offer which are assumed to be eligible for tax deduction over
a five year period. An additional deferred tax asset may be expected to be recognised as a result of the Company forming an Australian Tax Consolidated Group
upon Completion of the Offer. A full assessment of the income tax consolidation impacts will be completed following the Completion of the Offer.
3 Reflects the draw down of $160 million under the Banking Facilities. The existing $4.5 million of loans and borrowings on the historical balance sheet as at 31
December relate to the UK Facilities. Refer Section 4.7.3 for further details.
4 As disclosed in Section 4.2.2, the acquisition of the Australian and international businesses is performed as a common control transaction. As a result, payment
in excess of book value upon acquisition of the Reliance Entities will flow to equity (merger reserve). Any change in the Final Price and resulting proceeds of the
Offer would have no net effect on net equity as the movement in proceeds is directly off-set by a movement to the merger reserve. The movement in total equity
is comprised of the impact of using drawn debt to fund a portion of the acquisition, impacting equity through the merger reserve and off-set by the deferred tax
asset arising in relation to transaction costs. This tax impact is shown in Note 2.
The Indicative Price Range results in a pro forma net investment/share capital in the range of $1,197.1 million to $1,400.8 million and a pro forma Merger reserve
in the range of $1,003.8 million to $1,207.5 million. A change in proceeds from the Offer will have no net impact on total equity as a change in net investment/
share capital will be equally offset by a corresponding change to the Merger reserve.
Reliance Worldwide Corporation Limited

87

FINANCIAL
IMPORTANTINFORMATION
NOTICES

4.7.2

Indebtedness

Table 4.7 sets out the indebtedness of the Company at 31 December 2015 as reported in its combined financial statements and on a pro forma basis
adjusted for anticipated drawings under the Banking Facilities, repayment of the existing bank overdraft facility and receipt of the net proceeds of the Offer
reflecting Completion of the Offer, as if these actions took place as at 31 December 2015.
The pro forma cash and cash equivalents as at 31 December 2015 does not reflect the change in cash position between 31 December 2015 and Completion
of the Offer which will occur as a result of various anticipated cash requirements of the business over this period and an expected pre-IPO dividend. Forecast
pro forma net indebtedness as at 30 April 2016 is expected to be $154.5 million. The $12.4 million pro forma adjustment reflects forecast net cash generated
for the trading period from 1 January 2016 to 30 April 2016 netted against a pre-IPO dividend prior to Completion of the Offer.

Table 4.7: Indebtedness

$ millions
Cash and cash equivalents

Historical
(Company
pre Completion
of the Offer)

Pro forma
(Company post
Completion of
the Offer)

Pro forma
adjustment
to reflect
forecast net
indebtedness
at 30 April 2016
(assuming
Completion of
the Offer)

1

(22.4)

(22.4)

12.4

(10.0)

2

4.0

164.0

-

164.0

1.2

-

-

-

Notes

Pro forma
forecast
indebtedness
at 30 April 2016
(assuming
Completion of
the Offer)

Long term debt
Non-current loans and borrowings
Short term debt
Bank overdraft
Current loans and borrowings

0.5

-

0.5

Net debt / (cash)

2

(16.7)

0.5

142.1

12.4

154.5

Add net investment / total equity

333.8

180.4

Capital employed

317.1

322.5

Key metrics
Net debt / FY2016 pro forma EBITDA
(before significant items)

1.6x

Net debt / FY2017 pro forma EBITDA
(before significant items)

1.3x

Pro forma FY2016 EBIT
(before significant items)/FY2016 net finance costs

12.6x

Pro forma FY2017 EBIT
(before significant items)/FY2017 net finance costs

16.3x

Notes:
1 Pro forma cash and cash equivalent adjustment reflects anticipated cash requirements of the business between 31 December 2015 and Completion of the
Offer, netted against a pre-IPO dividend prior to Completion of the Offer.
2 Reflects the draw down of $160 million under the Banking Facilities. The existing $4.5 million of loans and borrowings on the Combined Historical Balance
Sheet as at 31 December 2015 relate to the UK Facilities. Refer Section 4.7.3 for further details.
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4.7.3

Description and overview of loans and borrowing

4.7.3.1 Banking Facilities
The Company has entered into documentation for the provision by Australia and New Zealand Banking Group Limited and Commonwealth Bank of Australia
(Lenders) of secured cash advance facilities, secured overdraft facilities, and secured bank guarantee facilities (Banking Facilities). The availability of funds
under the Banking Facilities is conditional on Listing of Shares under the Prospectus, the provision of certain information to the Lenders and other conditions
which are within the control of the Company or are customary for facilities of the nature of the Banking Facilities.
The Banking Facilities will be provided to the Company under a facility agreement with each Lender (each a Facility Agreement). Each Facility Agreement
will be the same agreement under which GSA Group and its subsidiaries are currently provided their banking facilities (the Existing GSA Facilities) and each
Facility Agreement will be amended and restated to, among other things, include the Banking Facilities and to provide for the Company to accede as a party
to that agreement. On or around Completion of the Offer, the Existing GSA Facilities will be repaid and cancelled (as described further below) and GSA Group
and its subsidiaries, which are not Reliance Entities or controlled entities of Reliance Entities, will be released as a party to each Facility Agreement.

Amount
The aggregate facility limit under the Banking Facilities is $250 million, and is available for drawings by way of cash advances, bank guarantees and overdrafts.
Separate sub-limits apply to drawings by way of bank guarantees and overdrafts.
The Company expects to draw $160 million at or around Completion of the Offer.

Maturity date
The Banking Facilities will mature on 30 September 2019.

Use of funds
The Banking Facilities will be used to fund part of consideration payable for the purchase of certain of the Reliance Entities from the Existing Owners. The GSA
Group will then use those proceeds to repay and cancel the Existing GSA Facilities.
In addition, the Banking Facilities may be used, from time to time, for funding working capital requirements, funding operating expenses, funding capital
expenditure and for other purposes approved by the relevant Lender.
The availability of funding under the Banking Facilities is conditional upon confirmation that the Company has been admitted to the official list of the ASX as
contemplated by the Offer and other conditions precedent which are within the control of the Company or are customary for facilities of the nature of the
Banking Facilities.

Pro forma net finance cost
Draw downs under the cash advance facility which forms part of the Banking Facilities will attract a variable rate of interest, comprising the applicable base rate
for the borrowings plus a variable margin (which will adjust from time to time based upon the level of the leverage ratio referred to below). Additional facility fees
payable in connection with the Banking Facilities (including for drawdowns under the other facilities forming part of the Banking Facilities) are customary for a
facility of this type and include an annual line fee based on a percentage of the total facility amount.
The pro forma forecast interest expense for the Banking Facilities is estimated to be $6.2 million and $5.7 million in FY2016 and FY2017 respectively, based
on the assumption that the Banking Facility is drawn to $160 million during the entire FY2016 and FY2017 periods less forecast cash and cash equivalent on
the balance sheet above $10 million required for working capital purposes. The pro forma forecast consolidated net finance cost includes the full year effect
of the amortisation of upfront fees for raising the Banking Facilities that have been capitalised and amortised over the term of the Banking Facilities, as well as
forecast interest expense on the UK Facilities.

Financial covenants
Each Facility Agreement will contain financial covenants which will be tested quarterly (commencing on 30 June 2016) and, where applicable, will be based on
the preceding 12 month period and on a pro forma basis. These covenants include:
•

a leverage ratio that must not be greater than 3.25 times, calculated as gross debt divided by EBITDA;

•

a gross debt gearing ratio that must not be greater than 60%, calculated as gross debt as a percentage of the sum of gross debt and equity;

•

an interest cover ratio that must not be less than 2.0 times, calculated as EBIT divided by the interest expense; and

•

a requirement that the entities that comprise Reliance who have provided guarantees in respect of the Banking Facilities must in aggregate derive a
minimum level of consolidated EBITDA of Reliance and hold a minimum level of consolidated total assets of Reliance.
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Guarantees and security
The following guarantees and security will initially support the Banking Facilities:
•

unlimited cross guarantees from each entity that comprises Reliance, other than Reliance Worldwide Corporation (Europe) S.L.U. and Reliance’s nonoperating entities (Reliance Manufacturing Company (NZ) Ltd, Titon Limited (both of which are entities incorporated under the laws of New Zealand) and
Reliance Water Controls Ltd (an entity incorporated under the laws of England and Wales),;

•

general security over all assets (or a specified list of assets) from each of the guarantors described above, other than Reliance Worldwide Corporation (UK)
Limited and certain of the intermediate holding companies;

•

specific share security from Reliance Worldwide Holdings (USA) Corporation over its shares in Reliance Worldwide Corporation (which carries on
Reliance’s operations in the USA); and

•

a real property mortgage from Reliance Worldwide Corporation over a property in Cullman Alabama.

Additional guarantees and security may be granted from time to time by entities that comprise Reliance (including those which have not provided any initial
guarantee or security described above) in accordance with the terms of the Banking Facilities.
The security is or will be granted in favour of a third party security trustee who will hold the security on trust for the Lenders.
See Section 9.3 for further details of the Company’s corporate structure.

Representations, warranties and undertakings
The Facility Agreements will contain representations and warranties usual for facilities of this nature. These representations repeat on a regular basis. An event
of default will be triggered if any representation and warranty is incorrect or misleading in any material respect and, if capable of remedy, is not remedied within
a specified period. If an event of default is triggered, this may have the consequences described below.
The Facility Agreements will contain certain information, reporting and other general undertakings customary for facilities of this nature. The undertakings
include (among others):
•

the provision of audited annual consolidated financial statements, reviewed semi-annual financial statements, unaudited quarterly management accounts,
compliance certificates confirming compliance with financial covenants and the provision of various notices as well as documents issued to the ASX or
shareholders;

•

requirements to maintain insurances, maintain assets and comply with environmental laws; and

•

restrictions (with appropriate carve-outs) on (among other things) the granting of security, the disposal of assets, the making of acquisitions, the payment
of dividends and other distributions, the incurrence of financial indebtedness and substantial or material changes to the nature of the Reliance’s existing
business activities taken as a whole.

An event of default will be triggered if any undertaking is not complied with (and, for certain undertakings which are capable of remedy, the non-compliance is
not remedied to the satisfaction of the relevant Lender within a specified period).

Events of default and review events
The Facility Agreements will contain events of default usual for facilities of this nature. These events of default include (among others) events relating to failure
to pay an amount due, a breach of a financial covenant or other undertaking, a material misrepresentation, de-listing of the Company on the ASX, cessation of
business, cross default, material adverse effect and insolvency-related events.
If an event of default is triggered, this may result in, among other things, the commitments provided under the Banking Facilities being cancelled and the
amounts borrowed under the Banking Facilities being declared immediately due and payable.
The Facility Agreements will contain review events which include (among others) a change in control of the Company or the suspension of trading in the
Company’s Shares for a minimum period. If a review event occurs, this may result in the Banking Facilities being cancelled (in which case, all amounts owing
under the Banking Facilities must be repaid) or continuing on amended terms.

4.7.3.2 UK Facilities
The Company has secured facilities with Lloyds Bank totalling £4.9 million (UK Facilities), including:
•

term loan facility of £2.0 million, with a maturity date of 31 August 2018. The term loan facility was drawn on 19 August 2015 and is repayable in three
annual instalments (first two instalments of £0.25 million with the final instalment being for the outstanding balance);

•

revolving credit facility of £2.0 million, with a maturity date of 31 August 2018; and

•

overdraft facility of £0.9 million, with a maturity date of 21 August 2016;

The UK Facilities have a variable interest rate which is based on LIBOR plus a margin. As at 31 December 2015, the drawn amount under the facilities was
$4.5 million.
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The UK Facilities contain a number of covenants provided by Reliance Worldwide Corporation (UK) Limited (which carries on Reliance’s operations in the UK)
that are tested annually, including:
•

net worth to be maintained at not less that £6.0 million;

•

consolidated profit before tax, depreciation, amortisation of goodwill and of other intangibles and interest paid and payable (but after dividends paid and
payable) not to be less than 150% of the aggregate of the consolidated principal repayments and the consolidated interest paid and payable (whether
paid to the bank or to any other person) for the period covered by the accounts; and

•

net borrowing is not to exceed 300% of the consolidated profit before taxation, depreciation, amortisation of goodwill and of other intangibles and interest
paid and payable (but after dividends paid and payable).

Security provided over the facilities includes an unlimited debenture from Reliance Worldwide Corporation (UK) Limited.

4.7.4

Liquidity and capital resources

Following Completion of the Offer, the Company’s principal sources of funds are expected to be cash flow generated from operations, cash on hand and
borrowings under the Banking Facilities. At Completion of the Offer, Reliance expects to have the Banking Facilities in place (as described in 4.7.3.1), which
have an aggregate facility limit of $250 million, $90 million of which will be undrawn, and an expected cash balance of $10 million.
Reliance’s main use of cash has historically been to fund its operations, working capital, capital expenditure and to expand its business. The Company
expects that it will have sufficient cash flow from operations to meet its operational requirements and business needs during the forecast period. The Company
may draw down on the Banking Facilities or reduce its cash on hand to meet business needs. The Company’s ability to generate sufficient cash depends on
its future performance which, to a certain extent, is subject to a number of factors beyond its control including general economic, financial and competitive
conditions and other factors described in Section 5. Over time, the Company may seek additional funding from a range of sources to diversify its funding base
to reduce reliance on the bank finance market and to manage its exposure to interest rate risk on long term borrowings.

4.7.5

Capital obligations and commitments

Table 4.8 sets out a summary of the Company’s contractual obligations and other commitments as at 31 December 2015, adjusted for anticipated drawings
under the Banking Facilities.

Table 4.8: Pro forma contractual obligations and commitments as at 31 December 2015
Payments due by period
$ millions

Notes

<1 year

1 – 5 years

>5 years

164.0

0.0

Loan and Borrowings

1

0.5

Capital expenditure obligations

2

6.8

0.0

0.0

Operating lease commitments

3

8.2

30.6

18.3

15.5

194.6

18.3

Total
Notes:

1 Debt maturities and repayments relating to the Banking Facilities and the UK Facilities respectively. See Section 4.7.3.
2 Capital expenditure obligations relate to contracted capital projects that are not recognised on the statement of financial position.
3 Operating lease commitments primarily reflects leases for buildings which are contracted but not capitalised.

4.7.6

Contingent liabilities and off-balance sheet arrangements

Reliance Worldwide Corporation (Aust.) Pty Ltd (which predominantly carries on Reliance’s Australian operations) has provided bank guarantees in relation
to two leased properties and a trade credit facility with New Zealand Customs. The Company does not consider these bank guarantees to be material in the
context of Reliance’s business.
The Company does not believe that it has any contingent liabilities in respect of legal proceedings that are likely to have a material adverse impact on its
business or financial position as at the Prospectus Date.
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4.7.7

Quantitative and qualitative disclosure about market risk

The Company is exposed to a range of financial risks, including market risk (including foreign currency risk, interest rate risk and commodity price risk), liquidity
risk and credit risk arising from its operating activities. The Company’s exposure to these risks, as well as the objectives, policies and processes for measuring
and managing these risks is discussed in this Section 4.7.7.
The Audit and Risk Committee (see Section 6.4.4.1) has the primary responsibility of overseeing and reporting to the Board on the Company’s risk
management systems and strategies. Various strategies and methods are used to manage different types of market risks that the Company is exposed to,
including:
•

Foreign exchange risk – relates to the risk that the fair value of future cash flows of a financial instrument or a highly probable transaction will fluctuate
because of changes in foreign exchange rates. The Company is exposed to foreign exchange risk through operating activities (sales and purchases
made or derived in currencies other than the presentation currency); intercompany financing activities; and investment in foreign subsidiaries (which
transact in the local currency). The Company does not typically hedge its foreign exchange exposures, but it selectively utilises foreign exchange forward
contracts in the USA to mitigate fluctuations in foreign exchange rates when trading with Reliance’s Canadian and UK operations in relation to product
purchases made in foreign currencies.

•

Interest rate risk – the Company is exposed to interest rate risk as it borrows funds at floating rates. Interest rate risk is the risk that the Company will be
adversely affected by movements in floating interest rates that will increase the cost of floating rate debt.

•

Commodity price risk – the cost of some key raw material inputs required for the Company’s products are correlated with the underlying commodity
price (with the most material exposure being to the market price of copper, which is used in the production of brass), and, as such, fluctuates over time.
The Company seeks to manage changing input prices through price negotiations with customers following changes in the underlying commodity and, in
the case of certain OEM customers, through rise and fall price mechanisms in sales agreements.

•

Liquidity risk – arises from the ability of the Company to meet its financial liabilities and obligations as and when they fall due. The Company monitors
future financial commitments and intends to maintain sufficient cash reserves and headroom in its Banking Facilities to meet these objectives on an ongoing basis.

•

Credit risk – relates to the potential failure of the Company’s counterparties (such as customers or financial institutions) to meet their obligations at
the appropriate time. The maximum exposure at any time is equal to the fair value of the financial assets. The business seeks to monitor and manage
counterparty risk through internal controls and protocols, including customer credit policies and performing banking and financial activities with financial
institutions.

4.8
Pro Forma Historical and Combined Historical Cash Flows and Pro Forma
and Statutory Forecast Cash Flows
Table 4.9 sets out the Company’s Pro Forma Historical Cash Flows for FY2013, FY2014, FY2015, 1H FY2015, 1H FY2016 and Pro Forma and Statutory
Forecast Cash Flows for FY2016 and FY2017.
The forecast summarised cash flow information has been presented on both a statutory and pro forma basis for FY2016 and FY2017. The pro forma cash flow
information forecast is adjusted for certain significant and pro forma items. Refer Section 4.9 for reconciliation between the statutory and pro forma forecast
cash flow information.
The FY2016 Statutory Forecast Cash Flows represents forecast trading for the period from the Completion of the Offer to 30 June 2016 and includes the cash
impact of transaction costs associated with the Offer. The FY2016 Pro Forma Forecast Cash Flows includes six months of trading to 31 December 2015 for the
combined group and pro forma forecast for the six months to 30 June 2016.
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Table 4.9: Pro Forma Historical Cash Flows, Pro Forma Forecast Cash Flows and Statutory Forecast Cash Flows

Pro Forma Historical Cash
Flows

June year end
$ millions

Notes

EBITDA (before significant items)

Pro Forma Historical
Cash Flows

Pro
Forma
Forecast
Cash
Flows

Pro
Forma
and
Statutory
Forecast
Cash
Flows

Statutory
Forecast
Cash
Flows

1H FY 2015 1H FY 2016

FY 2016

FY 2017

FY 2016

FY 2013

FY 2014

FY 2015

33.4

65.7

79.4

37.4

54.0

97.8

117.7

15.2

Non-cash items in EBITDA
(before significant items)

1

1.3

1.4

(1.6)

(0.9)

(0.2)

-

0.1

0.1

Changes in adjusted working capital

2

3.7

(12.7)

0.5

(7.2)

(27.1)

(25.2)

(10.3)

2.0

Adjusted cash flow from operations
(before significant items, capex
and taxation)

3

38.4

54.4

78.3

29.3

26.7

72.6

107.5

17.3

Maintenance capital expenditure

(5.1)

(5.7)

(10.1)

(5.4)

(6.5)

(11.9)

(16.9)

(1.9)

Growth capital expenditure

(3.6)

(7.8)

(19.5)

(9.2)

(15.9)

(21.4)

(6.9)

(1.2)

Proceeds from sale of assets

0.3

0.9

0.3

0.2

3.6

3.7

0.1

Net capital expenditure

4

Adjusted cash flow
(before significant items, financing
and taxation)

-

(8.4)

(12.6)

(29.3)

(14.4)

(18.8)

(29.6)

(23.7)

(3.1)

30.0

41.8

49.0

14.9

7.9

43.0

83.8

14.2

Net interest paid

5

(6.4)

(5.9)

(1.1)

Income tax paid

6

(23.5)

(28.6)

(5.4)

Proceeds/(repayments)
from borrowings

7

-

(0.5)

158.8

Proceeds from the Offer net of
transaction costs

8

-

-

713.5

Acquisition of Reliance Entities

9

Net cash flow before dividends
Illustrative dividends

-

-

(872.3)

13.1

48.8

7.7

-

(15.1)

-

13.1

33.7

7.7

10

Net cash flow
Notes:

1 Non-cash items in EBITDA (before significant items) reflect provisions for doubtful debts, and profit or loss on sale of assets.
2 Adjusted working capital comprises inventories, trade and other receivables and other current assets, less trade payables, accrued expenses, other creditors
and current provisions. Refer Section 4.2.4.
3 The audited combined financial statements state that the Combined Historical net change in cash and cash equivalents has been $1.5 million (FY2013);
negative $1.5 million (FY2014); $1.1 million (FY2015); negative $9.3 million in 1H FY2015 and negative $5.7 million in 1H FY2016. Historical differences between
net change in cash and cash equivalents and Combined Historical Cash Flows from operating activities comprise the cash flows from Investing and Financing
Activities which include dividend payments made to shareholders; purchases and disposals of property, plant and equipment; the acquisition of the TMA
moulding business for $6.0 million in FY2015; drawdown and repayment of Banking Facilities; repayment of related party loans and interest expenses.
4 Net capital expenditure includes maintenance capital expenditure, growth capital expenditure and proceeds from sales of assets.
5 Net interest paid in FY2016 Pro Forma Forecast Results and FY2017 Pro Forma and Statutory Forecast Results is based on the Banking Facilities, as if the
arrangements were in place at the start of the respective financial year and UK Facilities. Net interest paid in FY2016 Statutory Forecast Results is based on
the Banking Facilities, as if the arrangement was in place from the Completion of the Offer to 30 June 2016.
6 Income tax paid in FY2016 Pro Forma Forecast Results and FY2017 Pro Forma and Statutory Forecast Results is based on tax expense for the respective
years, and adjusted for any available tax credits. Income tax paid in FY2016 Statutory Forecast Results is based on expected tax payments by the Company
from Completion of the Offer to 30 June 2016.
7 Represents debt draw down from the Banking Facilities, net of bank overdraft as at 31 December 2015.
8 Reflects $749.7 million of cash proceeds raised from the issuance of Shares under the Offer, assuming 315.0 million Shares are issued under the Offer at the midpoint of the Indicative Price Range ($2.38 per Share). The Indicative Price Range results in cash proceeds from the Offer (net of transaction costs) in the range of
$678.9 million to $882.6 million. A change in proceeds from the Offer will have no net impact on net cash flow as an increase in proceeds will be equally offset by an
increase to the amount payable for the acquisition of the Reliance Entities.
9 Reflects proceeds received from the Offer plus debt drawn from the Banking Facilities less consideration paid to the Existing Owners for the Reliance Entities,
based on the mid-point of the Indicative Price Range. Based on the Indicative Price Range set out in Note 7 above, the consideration for the International
Reliance Entities will be in the range of $837.7 million to $1,041.4 million. As discussed in Note 7 above, a change in this range will have no net impact on
net cash flow.
10 It is the current intention of the Board to declare an interim dividend in respect of the 6 months ending 31 December 2016, expected to be paid in 2H
FY2017, in accordance with the Company’s dividend policy. Anticipated dividend for the period from 1 January 2017 to 30 June 2017 will become payable
in 1H FY2018. Refer Section 4.14 for further details.
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Table 4.10 below presents the Company’s Combined Historical Cash Flows for FY2013, FY2014, FY2015, 1H FY2015 and 1H FY2016, and the Statutory
Forecast Cash Flows for FY2016 and FY2017.

Table 4.10: Combined Historical Cash Flows and Statutory Forecast Cash Flows
Combined
Historical Cash Flows

June year end
$ millions

Notes

EBITDA (before significant items)

Combined Historical
Cash Flows
1H FY2015 1H FY2016

Statutory Forecast
Cash Flows

FY2013

FY2014

FY2015

FY2016

FY2017

35.8

68.1

81.8

38.6

55.2

15.2

117.7

Non-cash items in EBITDA
(before significant items)

1

1.3

1.4

(1.6)

(0.9)

(0.2)

0.1

0.1

Changes in adjusted working capital

2

3.7

(12.7)

0.5

(7.2)

(27.1)

2.0

(10.3)

40.8

56.8

80.7

30.5

27.9

17.3

107.5

Maintenance capital expenditure

(5.1)

(5.7)

(10.1)

(5.4)

(6.5)

(1.9)

(16.9)

Growth capital expenditure

(3.6)

(7.8)

(19.5)

(9.2)

(15.9)

(1.2)

(6.9)

Proceeds from sale of assets

0.3

0.9

0.3

0.2

3.6

-

0.1

Adjusted cash flow from operations
(before significant items, capex
and taxation)

Net capital expenditure

3

Adjusted cash flow
(before significant items, financing
and taxation)

(8.4)

(12.6)

(29.3)

(14.4)

(18.8)

(3.1)

(23.7)

32.4

44.2

51.4

16.1

9.1

14.2

83.8

(1.1)

(5.9)

Net interest paid

4

Income tax paid

5

(5.4)

(28.6)

Proceeds/(repayments) from borrowings

6

158.8

(0.5)

Proceeds from the Offer net of transaction costs

7

713.5

-

Acquisition of Reliance Entities

8

(872.3)

-

7.7

48.8

-

(15.1)

7.7

33.7

Net cash flow before dividends
Illustrative dividends
Net cash flow

9

Refer to notes in table 4.9 above.
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4.9	Pro forma adjustments to the Combined Historical Cash Flows and
Statutory Forecast Cash Flows
Table 4.11 sets out the pro forma adjustments to the Combined Historical Cash Flows to eliminate significant items and other reconciling items to the
Combined Historical Results net operating cash flows.

Table 4.11: Reconciliation of Combined Historical Cash Flows to Pro Forma Historical Cash Flows
June year end $ millions

Notes

FY2013

FY2014

FY2015

1H FY2015

1H FY2016

32.8

40.0

53.6

22.1

19.0

8.0

16.8

27.1

8.4

8.9

Combined Historical Cash Flows from
operating activities
Add back tax paid

1

Combined Historical Cash Flows from
operations before taxation

40.8

56.8

80.7

30.5

27.9

Public company costs

2

(2.4)

(2.4)

(2.4)

(1.2)

(1.2)

Pro forma adjusted cash flow from operations
(before significant items, capex and taxation)

3

38.4

54.4

78.3

29.3

26.7

Notes:
1 Adjustment to remove the amount of tax paid to calculate the historical net cash flow before capital expenditure and taxation.
2 Adjustment to include estimated costs associated with being a public company.
3 Pro forma adjusted cash flow from operations (before capex and taxation) is equal to pro forma cash flow from operations (before significant items, capex
and taxation) as significant items are non-cash in FY2013, FY2014, FY2015, 1H FY2015 and 1H FY2016.
Table 4.12 sets out the pro forma adjustments to the Statutory Forecast Cash Flows to reflect the full year impact of the operating structure that will be in place
following Completion of the Offer and to eliminate significant items.

Table 4.12: Reconciliation of Statutory to Pro Forma Forecast Cash Flows
$ millions

Notes

Statutory net cash flow

FY2016

FY2017

7.7

33.7

Trading for the period from 1 July to Completion of the Offer

1

82.6

-

Non-cash items in EBITDA (before significant items)

1

(0.1)

-

Change in adjusted working capital

1

(27.2)

-

Net capital expenditure

1

(26.5)

-

Net interest paid

1

(5.3)

-

Income tax paid

2

(18.1)

-

13.1

33.7

Pro Forma net cash flow
Notes:

1 The Statutory Forecast Cash Flow for FY2016 is prepared from the Completion of the Offer through to 30 June 2016. The Pro Forma Forecast Cash Flow for
FY2016 assumes a full 12 months of trading results as if Completion of the Offer had occurred on 1 July 2015.
2 The Statutory Forecast is prepared from the Completion of the Offer through to 30 June 2016 and based on expected tax payments in line with tax instalment
schedules. The pro forma FY2016 forecast assumes income tax rate of 32% applied to the full 12 months of trading results.
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4.10	Management discussion and analysis of the Historical Financial
Information
4.10.1 General factors affecting the operating results of Reliance
This Section 4.10 sets out a discussion of the key factors that affected Reliance’s operating and financial performance during FY2013, FY2014, FY2015, 1H
FY2015 and 1H FY2016, based on the Historical Financial Information. The Directors expect these factors may affect the Company’s operating and financial
performance in the future.
The general matters discussed below are a summary only and do not represent everything that affected Reliance’s historical operating and financial
performance, nor everything that may affect the Company’s operating and financial performance in future periods. The information in this Section 4.10 should
also be read in conjunction with the risk factors set out in Section 5 and the other information contained in this Prospectus.
Unless otherwise noted, historical financial information and metrics disclosed throughout this Prospectus are derived from the accounting records of the
Reliance Worldwide Corporation Combined Group, which is described in Section 4.2.2. Where financial information and metrics represent pro forma amounts,
they have been labelled “Pro Forma”.

Net sales
Net sales, which consists of sales revenue (net of rebates), in each of Reliance’s segments was impacted by the following drivers:
•

macroeconomic conditions and the level of repair and renovation activity;

•

rebates;

•

sales volume growth;

•

trends in the end-user market;

•

price changes;

•

weather events; and

•

exchange rates.

These items are discussed further below.

Macroeconomic conditions and the level of repair and renovation activity
Demand for the Reliance’s products historically has been linked with macroeconomic factors including economic growth and the level of repair and renovation
activities on existing properties compared to new construction. Refer Section 2 for details on macroeconomic drivers.

Rebates
Rebates are an important instrument in the plumbing products industry to support and reward customer’s sales growth, maintain loyalty and to demonstrate
Reliance’s commitment to the complete product range. As such, Reliance negotiates rebates (or discounts) with customers typically based on the volume and
annual spend of each customer. Rebates and discounts are netted off against sales to customers.

Sales volume growth
Reliance has strategically expanded its customer base (particularly in the Wholesale sales channel) and increased the number of SKUs stocked by existing
and new customers through negotiating more shelf space in the Retail and Wholesale sales channels and supporting the customer in redesigning outlet
display design.

Trends in the end-user market
Reliance believes that the growing acceptance among end-users (principally contractors and DIYers) of SharkBite PTC products has increased the number of
SKUs and sales volume at Reliance’s customers and also supported the expansion of product ranges into Retailer and Wholesaler outlets. Reliance continues
to work on expanding the acceptance of PTC products through targeted marketing and training initiatives.

Price changes
Reliance monitors its input costs, margins and selling prices closely. From time to time it may negotiate price changes with its customers. Circumstances
where Reliance may seek to do this include, for example, where there has been a material increase in its raw materials input costs.
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Weather events
In certain years the Americas segment experiences severe winter storms (freeze events) that tend to cause water pipes to freeze and break. This tends to
increase the level of repair and maintenance work, which, in turn, tends to increase demand for Reliance’s products. Reliance noted a distinct increase in
SharkBite PTC product sales following the freeze events that took place in each of FY2014 and FY2015.

Exchange rates
The Company’s reporting currency is Australian Dollars. However, Reliance generates a significant proportion of its sales from outside of Australia and,
in particular, from the USA. Earnings generated outside of Australia are denominated in foreign currencies, such as the US Dollar. Fluctuations in foreign
exchange rates year-on-year therefore have an impact on reported earnings. Reliance has benefited from the depreciation of the Australian Dollar over the
FY2013 to 1H FY2016 period. A summary of the exchange rate movements over this historical period is provided below.
Year end 30 June
AUD:USD exchange rate at end of period

FY2013

FY2014

FY2015

1H FY2016

1.02

0.91

0.84

0.72

Cost of goods sold and operating expenses
Key items within cost of goods sold and operating expenses include:
•

raw materials;

•

employee salaries, wages and benefits;

•

advertising/promotional spend; and

•

other operating expenses.

Raw materials
Brass alloys and plastic resins are used in Reliance’s manufacturing processes. Reliance does not typically enter into hedging contracts for raw materials and
these raw materials are subject to price fluctuations linked with the underlying commodity market prices. Further, copper prices (a large component of brass)
are typically denominated in US Dollars. Therefore, fluctuations in exchange rates may also impact the cost of brass purchased by Reliance, since its reporting
currency is Australian Dollars.
Typically, rising costs for brass and plastic resins negatively impact the Company’s profitability, and vice versa. Reliance monitors its input costs and manages
its margins and selling prices where there are material changes to commodity prices. Sales to certain OEMs are subject to rise and fall price mechanisms
under which Reliance has the ability to pass input cost increases to its customers.

Employee salaries, wages and benefits
Reliance employs over 800 employees across its operating regions. As such labour costs represent a material component of the Company’s cost structure.
Approximately 20% of Reliance’s employees are covered by enterprise bargaining agreements (or similar), which stipulate annual wage increases. All other
employees are awarded wage or salary increases based on prevailing economic or labour market conditions.

Advertising/promotional spend
Relates to costs incurred in promoting Reliance’s products and brands, including advertising and other promotional spend.

Other operating expenses
Other operating expenses include freight, sales commissions, property costs, consultants and other miscellaneous corporate costs. Freight and sales
commissions are variable in nature and other expenses have historically tended to grow broadly in line with net sales.
The Pro Forma Historical Financial Information includes the estimated incremental public company costs that Reliance expects to incur as a company listed on
the ASX.

Depreciation and amortisation
Depreciation expense is a non-cash item that relates to depreciation of the property, plant and equipment across the manufacturing plants in Asia Pacific, the
Americas and Spain, and other assets in each geographic region. Amortisation relates to intangible assets with finite lives, such as capitalised IT and software
costs. The Company’s accounting policies with regards to the calculation of depreciation and amortisation are set out in Section 11.
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Adjusted working capital
Reliance’s working capital requirement varies during the year, with an increase in working capital typically experienced around October through to December in
preparation for the winter months in the northern hemisphere. Working capital tends to decrease as inventory is sold over the following months.
Reliance’s working capital requirement has historically grown broadly in line with growth in the business, although from time to time, it can be impacted by
factors such as debtors paying outside of payment terms or active management of creditor payments during the year. In addition, at certain times, Reliance
may strategically increase its inventory levels in advance of new product launches or expansion of the Reliance product range with large customers.

Capital expenditure
Reliance’s capital expenditure has historically comprised expenditure on maintenance and growth projects.
Over FY2015 and FY2016, Reliance expanded the manufacturing capability at the Cullman, Alabama facility at a total project cost of $20.4 million
(US$14.7 million) ($17.2 million spent as at 31 December 2015). Other material capital expenditure in FY2016 included a $5.4 million investment in
manufacturing and distribution capabilities and the acquisition of associated intellectual property and technology in Spain.

4.10.2 Management discussion and analysis: Pro Forma Historical Results and
Combined Historical Results for FY2014 compared to FY2013
Table 4.13 sets out the Pro Forma Historical Results and Combined Historical Results for FY2014 and FY2013.

Table 4.13: Pro Forma Historical Results and Combined Historical Results: FY2014 compared to FY2013
Pro Forma
Historical Results

June year end
$ millions

Notes

Combined Historical
Results

FY2013

FY2014

% change

FY2013

FY2014

% change

Americas

175.9

252.2

43.4%

175.9

252.2

43.4%

Asia Pacific

148.1

175.8

18.7%

148.1

175.8

18.7%

26.1

34.8

33.3%

26.1

34.8

33.3%

350.1

462.8

32.2%

350.1

462.8

32.2%

(46.8)

(70.6)

50.9%

(46.8)

(70.6)

50.9%

Net sales

EMEA
Net sales (including intercompany sales)
Elimination of intercompany sales

1

Net sales

303.3

392.2

29.3%

303.3

392.2

29.3%

Cost of sales

(198.0)

(237.5)

19.9%

(198.0)

(237.5)

19.9%

Gross profit

105.3

154.7

46.9%

105.3

154.7

46.9%

(71.9)

(89.0)

23.8%

(69.5)

(86.6)

24.6%

Total operating expenses
EBITDA (before significant items)
Americas

2

12.1

33.0

172.7%

12.1

33.0

172.7%

Asia Pacific

2

22.4

32.7

46.0%

22.4

32.7

46.0%

EMEA

2

1.3

2.4

84.6%

1.3

2.4

84.6%

(2.4)

(2.4)

0.0%

-

-

n/a

Public company costs
Total EBITDA (before significant items)

33.4

65.7

96.7%

35.8

68.1

90.2%

Depreciation and amortisation

(11.1)

(13.6)

22.5%

(11.1)

(13.6)

22.5%

EBIT (before significant items)

22.3

52.1

133.4%

24.7

54.5

120.6%

Significant items
EBIT

2.0

(0.6)

nmf

2.0

(0.6)

nmf

24.3

51.5

111.8%

26.7

53.9

101.9%

Refer to Notes in Section 4.6.
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Net sales
Pro forma and Combined Historical net sales increased by $88.9 million, or 29.3%, from $303.3 million in FY2013 to $392.2 million in FY2014.
Americas net sales (including intercompany sales) increased by $76.3 million, or 43.4% from $175.9 million in FY2013 to $252.2 million in FY2014. The
increase was supported by:
•

increased sales of the SharkBite range of products driven by the continued market penetration of PTC fittings and expansion of product ranges stocked by
customers in the Retail and Wholesale sales channels;

•

growth in Wholesale customer base as a result of a targeted sales management program;

•

implementation of price increases in relation to SharkBite PTC fittings during FY2014, due to the requirement to produce lead free products;

•

flow on benefits from investments made in marketing and training initiatives in FY2013;

•

a severe freeze event in January 2014; and

•

depreciation of the Australian Dollar against the US Dollar (positive impact of $25.4 million from translating net sales generated from the USA in US Dollars
to Australian Dollars).

Asia Pacific net sales (including intercompany sales) increased by $27.7 million, or 18.7% from $148.1 million in FY2013 to $175.8 million in FY2014. The
increase was driven by:
•

increased intercompany sales of $23.7 million, or 53.1%, due to strong demand from the Americas, and further compounded by the lower Australian Dollar
against the US Dollar; and

•

increased external sales of $3.9 million, or 3.8%, with Australia growing marginally above GDP growth.

EMEA net sales (including intercompany sales) increased by $8.7 million, or 33.3% from $26.1 million in FY2013 to $34.8 million in FY2014. The increase was
supported by:
•

increased sales growth mainly driven by underfloor heating products sold to OEMs, as well as additional growth in control valves and thermostatics to
customers in the Wholesale and OEM sales channels; and

•

depreciation of the Australian Dollar against the GBP.

Intercompany sales increased by $23.8 million, or 50.9%, from $46.8 million in FY2013 to $70.6 million in FY2014, primarily driven by the sale of products from
Asia Pacific to the Americas.

Cost of sales and operating expenses
Pro forma and Combined Historical cost of sales increased by $39.5 million, or 19.9%, from $198.0 million in FY2013 to $237.5 million in FY2014. The lower
growth in cost of sales relative to net sales in FY2013 was due to:
•

raw material cost reduction from the redesign of SharkBite brass PTC fittings to use less brass; and

•

benefits from manufacturing efficiencies as a result of increased production volume and ongoing process improvements.

This resulted in gross profit margin increasing from 34.7% in FY2013 to 39.4% in FY2014.
Pro forma operating expense increased by $17.1 million, or 23.8% from $71.9 million in FY2013 to $89.0 million in FY2014. This was primarily driven by higher
selling, warehouse and marketing expense due to:
•

increased advertising spend and sales commissions in line with net sales growth; and

•

enlargement in the sales force to further develop and penetrate the Wholesale sales channel.

Operating expense differs between Pro Forma and Combined Historical Results as Combined Historical Results exclude public company costs.

EBITDA (before significant items), depreciation and amortisation, and EBIT
(before significant items)
Total pro forma EBITDA (before significant items) increased by $32.3 million, or 96.7% from $33.4 million in FY2013 to $65.7 million in FY2014. Pro forma
EBITDA margin (before significant items) increased from 11.0% in FY2013 to 16.8% in FY2014, as net sales growth outpaced cost of sales and operating
expenses.
Combined Historical Results EBITDA (before significant items) increased by $32.3 million, or 90.2% from $35.8 million in FY2013 to $68.1 million in FY2014 and
all factors above apply to the Combined Historical Results.
Pro forma and Combined Historical depreciation and amortisation increased to $13.6 million in FY2014, from $11.1 million in FY2013, primarily due to
investment in new equipment in Australia.
Pro forma EBIT (before significant items) increased by $29.8 million, or 133.4%, from $22.3 million in FY2013 to $52.1 million in FY2014. Combined Historical
Results EBIT (before significant items) increased by $29.8 million, or 120.6%, from $24.7 million in FY2013 to $54.5 million in FY2014.
For a description of the significant items in FY2013 and FY2014, see Section 4.5.
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4.10.3	Management discussion and analysis: Pro Forma Historical Cash Flows
and Combined Historical Cash Flows for FY2014 compared to FY2013
Table 4.14 sets out the Pro Forma Historical Cash Flows and the Combined Historical Cash Flows for FY2014 and FY2013.

Table 4.14: Pro Forma Historical Cash Flows and Combined Historical Cash Flows: FY2014 compared to FY2013

June year end
$ millions
EBITDA (before significant items)

Pro Forma
Historical Cash Flows

Combined Historical
Cash Flows

FY2013

FY2014

% change

FY2013

FY2014

% change

33.4

65.7

96.7%

35.8

68.1

90.2%

Non-cash items in EBITDA (before significant items)

1.3

1.4

7.7%

1.3

1.4

7.7%

Changes in adjusted working capital

3.7

(12.7)

nmf

3.7

(12.7)

nmf

38.4

54.4

41.7%

40.8

56.8

39.2%

Maintenance capital expenditure

(5.1)

(5.7)

11.8%

(5.1)

(5.7)

11.8%

Growth capital expenditure

(3.6)

(7.8)

116.7%

(3.6)

(7.8)

116.7%

0.9

0.9

200.0%

Adjusted cash flow from operations
(before significant items, capex and taxation)

Proceeds from sale of assets

200.0%

0.3

Net capital expenditure

(8.4)

0.3

(12.6)

50.0%

(8.4)

(12.6)

50.0%

Adjusted cash flow (before significant items, financing
and taxation)

30.0

41.8

39.3%

32.4

44.2

36.4%

Pro forma adjusted cash flow from operations (before significant items, capex and taxation) increased by $16.0 million, or 41.7%, from $38.4 million in FY2013
to $54.4 million in FY2014, driven by:
•

an increase in pro forma EBITDA (before significant items) year on year of $32.3 million;

•

increase in movement in non-cash items of $0.1 million; and

•

increase in change in adjusted working capital year on year of $16.4 million, due to increased inventory levels and higher trade and other debtors as a
result of strong sales growth, particularly in the USA.

Combined Historical Results adjusted cash flow from operations (before significant items, capex and taxation) increased by $16.0 million, or 39.2%, from $40.8
million in FY2013 to $56.8 million in FY2014. All factors above apply to the Combined Historical Results. Pro Forma and Combined Historical results cash flow
differ because Combined Historical EBITDA (before significant items) excludes public company costs.

Net capital expenditure
Maintenance capital expenditure
Pro Forma and Combined Historical maintenance capital expenditure increased by $0.6 million, from $5.1 million in FY2013 to $5.7 million in FY2014.

Growth capital expenditure
Pro Forma and Combined Historical growth capital expenditure increased by $4.2 million, from $3.6 million in FY2013 to $7.8 million in FY2014 primarily due to
investment in additional SharkBite product machining and assembly in Australia, as well as PEX pipe extrusion line capacity increases in the USA.

Proceeds from sales of assets
Proceeds from sales of assets were $0.9 million in FY2014.
Pro Forma and Combined Historical growth capital expenditure, maintenance capital expenditure and proceeds from sales of assets are equal.
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4.10.4	Management discussion and analysis: Pro Forma Historical Results and
Combined Historical Results for FY2015 compared to FY2014
Table 4.15 sets out the Pro Forma Historical Results and Combined Historical Results for FY2015 and FY2014.

Table 4.15: Pro Forma Historical Results and Combined Historical Results: FY2015 compared to FY2014
Pro Forma
Historical Results

June year end
$ millions

Notes

Combined Historical
Results

FY2014

FY2015

% change

FY2014

FY2015

% change

Americas

252.2

300.3

19.1%

252.2

300.3

19.1%

Asia Pacific

175.8

189.9

8.0%

175.8

189.9

8.0%

34.8

43.5

25.0%

34.8

43.5

25.0%

462.8

533.7

15.3%

462.8

533.7

15.3%

(70.6)

(82.0)

16.1%

(70.6)

(82.0)

16.1%

Net sales

EMEA
Net sales (including intercompany sales)
Elimination of intercompany sales

1

Net sales

392.2

451.7

15.2%

392.2

451.7

15.2%

Cost of sales

(237.5)

(266.2)

12.1%

(237.5)

(266.2)

12.1%

Gross profit

154.7

185.5

19.9%

154.7

185.5

19.9%

(89.0)

(106.1)

19.2%

(86.6)

(103.7)

19.7%

2

33.0

47.4

43.6%

33.0

47.4

43.6%

Asia Pacific

2

32.7

33.4

2.1%

32.7

33.4

2.1%

EMEA

2

2.4

1.0

(58.3%)

2.4

1.0

(58.3%)

(2.4)

(2.4)

0.0%

-

-

n/a

Total operating expenses
EBITDA
Americas

Public company costs
Total EBITDA (before significant items)

65.7

79.4

20.8%

68.1

81.8

20.1%

Depreciation and amortisation

(13.6)

(14.0)

2.9%

(13.6)

(14.0)

2.9%

EBIT (before significant items)

52.1

65.4

25.5%

54.5

67.8

24.4%

Significant items
EBIT

(0.6)

4.1

nmf

(0.6)

4.1

nmf

51.5

69.5

34.9%

53.9

71.9

33.4%

Refer to Notes in Section 4.6.

Net sales
Pro forma and Combined Historical net sales increased by $59.5 million, or 15.2%, from $392.2 million to $451.7 million in FY2015.
Americas net sales (including intercompany sales) increased by $48.1 million, or 19.1% from $252.2 million in FY2014 to $300.3 million in FY2015. The
increase was supported by:
•

sales growth of SharkBite range of products (fittings and accessories), driven by continued penetration of PTC fittings in the plumbing fittings segment

•

PTC range extensions in the Retail and Wholesale sales channels;

•

the occurrence of a freeze event (albeit less wide spread compared to FY2014); and

•

the depreciation of the Australian Dollar against the US Dollar (positive impact of $25.8 million from translating net sales generated from the USA in US
Dollars to Australian Dollars).
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Asia Pacific net sales (including intercompany sales) increased by $14.1 million, or 8.0% from $175.8 million in FY2014 to $189.9 million in FY2015. The
increase was driven by:
•

an increase in intercompany sales of $11.3 million, or 16.6%, mostly due to sales from Australia to the Americas; and

•

an increase in external sales of $2.8 million, or 3%, with Australia growing broadly in line with GDP growth.

EMEA net sales (including intercompany sales) increased by $8.7 million, or 25.0% from $34.8 million in FY2014 to $43.5 million in FY2015. The increase was
supported by:
•

increased sales of thermostatic valves to the Wholesale sales channel and underfloor heating products to OEMs in the UK as the economy improved; and

•

a depreciation of the Australian Dollar against the British Pound.

Intercompany sales increased by $11.4 million, or 16.1%, from $70.6 million in FY2014 to $82.0 million in FY2015, primarily driven by the sale of products from
Australia to the USA.

Cost of Sales and operating expenses
Pro forma and Combined Historical cost of sales increased by $28.7 million, or 12.1%, from $237.5 million in FY2014 to $266.2 million in FY2015. The lower
growth in cost of sales relative to net sales in FY2015 was driven by increased manufacturing efficiencies from increased production volume in Australia, as
well as benefits from Reliance’s ongoing focus on process improvements.
This resulted in gross profit margin increasing from 39.4% in FY2014 to 41.1% in FY2015.
Pro forma operating expenses increased by $17.1 million, or 19.2% from $89.0 million in FY2014 to $106.1 million in FY2015. Key drivers included:
•

increased product development expenses relating to the EvoPEX, and thermostatics range (e.g. cartridges) expansions;

•

increased selling and administration expense due to investment in more staff to support business growth; and

•

increased warehouse expense due to a $2.1 million stock provision taken in the UK relating to inventory considered obsolete as a result of management’s
decision to cease selling certain product lines (e.g. front of wall showers, panels and certain low volume lines).

Combined Historical Results operating expenses increased by $17.1 million, or 19.7% from $86.6 million in FY2014 to $103.7 million in FY2015. Combined
Historical Results operating expenditure exclude public company costs, and all factors above apply to the Combined Historical Results.

EBITDA (before significant items), depreciation and amortisation, and EBIT
(before significant items)
Total pro forma EBITDA (before significant items) increased by $13.7 million, or 20.8% from $65.7 million in FY2014 to $79.4 million in FY2015. EBITDA margin
(before significant items) increased from 16.8% in FY2014 to 17.6% in FY2015, as net sales growth outpaced growth in cost of sales, offset in part by operating
expense growth.
Combined Historical Results EBITDA (before significant items) increased by $13.7 million, or 20.1% from $68.1 million in FY2014 to $81.8 million in FY2015 and
all factors above apply to the Combined Historical Results.
Pro forma and Combined Historical depreciation and amortisation increased, in line with capital expenditure, to $14.0 million in FY2015.
Pro forma EBIT (before significant items) increased by $13.3 million, or 25.5%, from $52.1 million in FY2014 to $65.4 million in FY2015.
Combined Historical Results EBIT (before significant items) increased by $13.3 million, or 24.4% from $54.5 million in FY2014 to $67.8 million in FY2015 and all
factors above apply to the Combined Historical Results.
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4.10.5	Management discussion and analysis: Pro Forma Historical Cash Flows
Results and Combined Historical Cash Flows for FY2015 compared to
FY2014
Table 4.16 sets out the Pro Forma Historical Cash Flows and Combined Historical Cash Flows for FY2015 and FY2014.

Table 4.16: Pro Forma Historical and Combined Historical Cash Flows: FY2015 compared to FY2014

June year end
$ millions
EBITDA (before significant items)
Non-cash items in EBITDA (before significant items)

Pro Forma
Historical Cash Flows

Combined Historical
Cash Flows

FY2014

FY2015

% change

FY2014

FY2015

% change

65.7

79.4

20.9%

68.1

81.8

20.1%

1.4

(1.6)

nmf

1.4

(1.6)

nmf

Changes in adjusted working capital

(12.7)

0.5

nmf

(12.7)

0.5

nmf

Adjusted cash flow from operations
(before significant items, capex and taxation)

54.4

78.3

43.9%

56.8

80.7

42.1%

Maintenance capital expenditure

(5.7)

(10.1)

77.2%

(5.7)

(10.1)

77.2%

Growth capital expenditure

(7.8)

(19.5)

150.0%

(7.8)

(19.5)

150.0%

Proceeds from sale of assets

0.9

0.3

(66.7%)

0.9

0.3

(66.7%)

Net capital expenditure
Adjusted cash flow (before significant items, financing
and taxation)

(12.6)

(29.3)

132.5%

(12.6)

(29.3)

132.5%

41.8

49.0

17.2%

44.2

51.4

16.3%

Pro forma adjusted cash flow from operations (before capex and taxation) increased by $23.9 million, or 43.9%, from $54.4 million in FY2014 to $78.3 million in
FY2015, driven by:
•

an increase in EBITDA (before significant items) year on year of 20.9%;

•

a decrease in movement of non-cash items of $3.0 million; and

•

active debtor and creditor management minimised adjusted working capital movement.

Combined Historical Results adjusted cash flow from operations (before significant items, capex and taxation) increased by $23.9 million, or 42.1%, from $56.8
million in FY2014 to $80.7 million in FY2015. All factors above apply to the Combined Historical Results.

Net capital expenditure
Maintenance capital expenditure
Maintenance capital expenditure increased by $4.4 million, from $5.7 million in FY2014 to $10.1 million in FY2015, mainly due to an increase in the
maintenance of machines in Australia and equipment in the USA, in line with sales volume growth.

Growth capital expenditure
Growth capital expenditure increased by $11.7 million, from $7.8 million in FY2014 to $19.5 million in FY2015 primarily due to the expansion of the Cullman,
Alabama manufacturing facility. Major capital expenditure items included building purchases, refit and expansion investments ($7.5 million), PEX pipe extrusion
capacity expansion ($3.0 million), as well as new SharkBite and EvoPEX assembly lines in the USA.
In Australia, key growth capex items include an increase in SharkBite product assembly capacity ($2.0 million) and tooling (plastic moulding) for EvoPEX fittings
($0.9 million).

Proceeds from sales of assets
Proceeds from sales of assets were negligible at $0.3 million in FY2015.
Pro forma and Combined Historical growth capital expenditure, maintenance capital expenditure and proceeds from sales of assets were equal.
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4.10.6	Management discussion and analysis: Pro Forma Historical Results and
Combined Historical Results for 1H FY2016 compared to 1H FY2015
Table 4.17 sets out the Pro Forma Historical Results and Combined Historical Results for 1H FY2016 and 1H FY2015.

Table 4.17: Pro Forma Historical Results and Combined Historical Results: 1H FY2016 compared to 1H FY2015
Pro Forma
Historical Results

June year end
$ millions

Notes

Combined Historical
Results

1H FY2015 1H FY2016 % change 1H FY2015 1H FY2016 % change

Net sales
Americas

131.1

184.1

40.4%

131.1

184.1

40.4%

Asia Pacific

94.5

105.5

11.6%

94.5

105.5

11.6%

EMEA

20.6

27.1

31.6%

20.6

27.1

31.6%

246.2

316.7

28.6%

246.2

316.7

28.6%

(39.9)

(44.8)

12.3%

(39.9)

(44.8)

12.3%

Net sales (including intercompany sales)
Eliminations of intercompany sales

1

Net sales

206.3

271.9

31.8%

206.3

271.9

31.8%

Cost of sales

(121.0)

(158.8)

31.2%

(121.0)

(158.8)

31.2%

Gross profit

85.3

113.1

32.6%

85.3

113.1

32.6%

Operating expenses

(47.9)

(59.1)

23.4%

(46.7)

(57.9)

24.0 %

EBITDA
Americas

2

20.2

29.5

46.0%

20.2

29.5

46.0%

Asia Pacific

2

17.2

23.5

36.6%

17.2

23.5

36.6%

EMEA

2

1.2

2.2

83.3%

1.2

2.2

83.3%

(1.2)

(1.2)

0.0%

-

-

n/a

37.4

54.0

44.4%

38.6

55.2

43.0%

(6.7)

(8.0)

19.4%

(6.7)

(8.0)

19.4%

30.7

46.0

49.8%

31.9

47.2

48.0%

Public company costs
Total EBITDA (before significant items)
Depreciation and amortisation
EBIT (before significant items)
Significant items
EBIT

2.7

1.0

nmf

2.7

1.0

nmf

33.4

47.0

40.7%

34.6

48.2

39.3%

Refer to Notes in Section 4.6.

Net sales
Pro forma net sales and Combined Historical net sales increased by $65.6 million, or 31.8%, from $206.3 million in 1H FY2015 to $271.9 million in 1H FY2016.
Americas net sales (including intercompany sales) increased by $53.0 million, or 40.4% from $131.1 million in 1H FY2015 to $184.1 million in 1H FY2016. The
strong increase was driven by:
•

sales growth of the SharkBite range of products (fittings and accessories) supported by increased shelf space from key customers, continued penetration
of PTC fittings into the plumbing fittings segment and PTC range extensions;

•

a number of key customers purchased inventory in advance of the USA winter in preparation for any potential freeze events; and

•

depreciation of the Australian Dollar against the US Dollar (estimated positive impact of $33.8 million from translating net sales generated from the USA in
USD to Australia dollars).

Asia Pacific net sales (including intercompany sales) increased by $11.0 million, or 11.6% from $94.5 million in 1H FY2015 to $105.5 million in 1H FY2016. The
increase was driven by:
•

growth in intercompany sales of $4.3 million, or 11.1%, driven by increased sales to the Americas from Australia; and

•

strong organic growth in Australia, with increased sales of $6.7 million, or 12.1%, driven by demand for Reliance’s SharkBite and Auspex systems from key
customers.
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EMEA net sales (including intercompany sales) increased by $6.5 million, or 31.6% from $20.6 million in 1H FY2015 to $27.1 million in 1H FY2016. The
increase was supported by:
•

increased sale of thermostatic products to the Wholesale channel and under floor heating products to OEMs in the UK; and

•

depreciation of the Australian Dollar against the GBP.

Intercompany sales increased by $4.9 million, or 12.3%, from $39.9 million in 1H FY2015 to $44.8 million in 1H FY2016, primarily due to the sale of products
from Australia to the USA.

Cost of Sales and operating expenses
Pro forma and Combined Historical cost of sales increased by $37.8 million, or 31.2%, from $121.0 million in 1H FY2015 to $158.8 million in 1H FY2016, in line
with net sales growth.
Gross profit margins remained relatively stable in 1H FY2015 and 1H FY2016 at 41.6% and 41.3% respectively.
Pro forma operating expenses increased by $11.2 million, or 23.4% from $47.9 million in 1H FY2015 to $59.1 million in 1H FY2016. Key drivers included:
•

an increase in selling, warehouse and marketing expenses, in line with net sales growth; and

•

a reduction in administration expenses following the retirement of the Group President, in line with the Company’s long term succession plan.

Combined Historical Results operating expense increased by $11.2 million, or 24.0% from $46.7 million in 1H FY2015 to $57.9 million in 1H FY2016. Combined
Historical Results operating expenditure exclude public company costs, and all factors above apply to the Combined Historical Results.

EBITDA (before significant items), depreciation and amortisation, and EBIT
(before significant items)
Total pro forma EBITDA (before significant items) increased by $16.6 million, or 44.4% from $37.4 million in 1H FY2015 to $54.0 million in 1H FY2016. EBITDA
margin (before significant items) increased from 18.1% in 1H FY2015 to 19.9% in 1H FY2016, as net sales growth outpaced operating expenses and in line
with cost of sales.
Combined Historical Results EBITDA (before significant items) increased by $16.6 million, or 43.0% from $38.6 million in 1H FY2015 to $55.2 million in 1H
FY2016 and all factors above apply to the Combined Historical Results.
Pro forma and Combined Historical depreciation and amortisation was up, in line with capital expenditure, at $8.0 million in 1H FY2016, from $6.7 million in 1H
FY2015.
Pro forma EBIT (before significant items) increased by $15.3 million, or 49.8%, from $30.7 million in 1H FY2015 to $46.0 million in 1H FY2016.
Combined Historical Results EBIT (before significant items) increased by $15.3 million, or 48.0%, from $31.9 million in 1H FY2015 to $47.2 million in 1H FY2016
all factors above apply to the Combined Historical Results.
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4.10.7	Management discussion and analysis: Pro Forma Historical Cash Flows
and Combined Historical Cash Flows for 1H FY16 compared to 1H FY15
Table 4.18 sets out the Pro Forma Historical Cash Flows and the Combined Historical Cash Flows for 1H FY2016 and 1H FY2015.

Table 4.18: Pro Forma Historical Cash Flows and Combined Historical Cash Flows: 1H FY16 compared to 1H FY15

June year end
$ millions
EBITDA (before significant items)

Pro forma
Historical Cash Flows

Combined Historical
Cash Flows

1H FY15

1H FY16

% change

1H FY15

1H FY16

% change

37.4

54.0

44.4%

38.6

55.2

43.0%

Non-cash items in EBITDA (before significant items)

(0.9)

(0.2)

(77.8%)

(0.9)

(0.2)

(77.8%)

Changes in adjusted working capital

(7.2)

(27.1)

276.4%

(7.2)

(27.1)

276.4%

29.3

26.7

30.5

27.9

Adjusted cash flow from operations
(before significant items, capex and taxation)

(8.9%)

(8.5%)

Maintenance capital expenditure

(5.4)

(6.5)

20.4%

(5.4)

(6.5)

20.4%

Growth capital expenditure

(9.2)

(15.9)

72.8%

(9.2)

(15.9)

72.8%

Proceeds from sale of assets
Net capital expenditure
Adjusted cash flow (before significant items, financing
and taxation)

0.2

3.6

nmf

0.2

3.6

nmf

(14.4)

(18.8)

30.6%

(14.4)

(18.8)

30.6%

14.9

7.9

(47.0%)

16.1

9.1

(43.5%)

•

Pro forma adjusted cash flow from operations (before significant items, capex and taxation) decreased by $2.6 million, or 8.9%, from $29.3 million in 1H
FY2015 to $26.7 million in 1H FY2016, driven by: an increase in pro forma EBITDA (before significant items) year on year of 44.4%;

•

increase in movement of non-cash items of $0.7 million; and

•

increase in changes to adjusted working capital of $19.9 million due to increased inventory and trade and other debtors from net sales growth in 1H
FY2016, and compounded by lower levels of working capital in 1H FY2015.

Combined Historical Results adjusted cash flow from operations (before significant items, capex and taxation) decreased by $2.6 million, or 8.5%, from $30.5
million in 1H FY2015 to $27.9 million in 1H FY2016. All factors above apply to the Combined Historical Results.

Net capital expenditure
Maintenance capital expenditure
Maintenance capital expenditure increased by $1.1 million, from $5.4 million in 1HFY2015 to $6.5 million in 1HFY2016, mainly due to higher production volume
at the manufacturing facilities.

Growth capital expenditure
Growth capital expenditure increased by $6.7 million, from $9.2 million in 1HFY2015 to $15.9 million in 1HFY2016 primarily due to increase capital expenditure
relating to the Cullman expansion.

Proceeds from sales of assets
Proceeds from sales of assets were $3.6 million in 1HFY2016 due to the sale of a plane that was no longer being utilised by the business.
Combined Historical maintenance capital expenditure, growth capital expenditure and proceeds from sales of assets were equal to pro forma amounts.
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4.11

Forecast Financial Information

The Forecast Financial Information is based on various best estimate assumptions concerning future events, including those set out below. In preparing the
Forecast Financial Information, the Company has undertaken an analysis of historical performance and applied assumptions where appropriate in order to
forecast future performance for FY2016 and FY2017.
The Company and the Directors believe that the Forecast Financial Information has been prepared with due care and attention and considers all assumptions
when taken as a whole to be reasonable as at the Prospectus Date, including each of the assumptions set forth in Sections 4.11.1 and 4.11.2. However,
results are likely to vary from those forecasts and any variation may be materially positive or negative. The assumptions set out below are a summary and do
not represent all factors that will affect the Company’s future financial performance.
The assumptions upon which the Forecast Financial Information are based are by their nature subject to significant uncertainties and contingencies, many
of which are outside the control of the Company and the Directors, and are not reliably predictable. Accordingly, none of the Company, the Directors nor
any other person can give any assurance that the Forecast Financial Information or any prospective statement contained in this Prospectus will be achieved.
Events and outcomes might differ in amount and timing from the assumptions, and this may have a material positive or negative impact on the Company’s
financial performance, cash flows or financial position. The assumptions set out below should be read in conjunction with the basis of preparation of the
Forecast Financial Information set out in Section 4.2.3, the general assumptions set out in this section, the sensitivity analysis set out in Section 4.13, the risk
factors set out in Section 5 and other information in this Prospectus. A reconciliation of the Pro Forma Forecast Results to the Statutory Forecast Results is set
out in Sections 4.5 and 4.9.
This information is intended to assist investors in assessing the reasonableness and likelihood of the assumptions occurring, and is not intended to be a
representation that the assumptions will occur.
The Forecast Financial Information has been prepared based on the significant accounting policies adopted by the Company, which are in accordance with
the AAS, and are disclosed in Section 11. It is assumed that there will be no changes in the AAS, the Corporations Act or other financial reporting requirements
that may have a material effect on The Company’s accounting policies during the forecast period.
The Forecast Financial Information for FY2016 includes the Company’s combined interim results for 1H FY2016 and the forecast results for the remaining six
months to 30 June 2016.

4.11.1 General assumptions
In preparing the Pro Forma Forecast Financial Information, the following general assumptions have been adopted in relation to the forecast period:
•

no material change in the competitive environment in which Reliance operates;

•

no significant deviation from current market expectations of the broader economic conditions relevant to the Americas, Asia Pacific and EMEA segments;

•

no material change in economic factors (e.g. business formations, business confidence and consumer sentiment);

•

no material changes in key personnel, including key management personnel, and Reliance maintains its ability to recruit and retain the personnel required
to support future growth;

•

no material industrial strikes, employee relations disputes or other matters, environmental costs, contingent liabilities or legal claims or are settled to the
detriment of Reliance;

•

no significant impacts on production capability or capacity (with the exception of the expansion of the Cullman facility becoming fully operational), which
could be impacted by a number of factors including unplanned machinery shutdowns and weather;

•

no occurrence of freeze events (which typically would increase the demand for Reliance’s products);

•

no material change in applicable AAS or other mandatory professional reporting requirements of the Corporations Act, which have a material effect on the
Company’s financial performance or cash flows, financial position, accounting policies, financial reporting or disclosure obligations of the Company;

•

no material changes in government regulation, policy, legislation, or tax legislation that will have a material impact on the financial performance or cash
flows, financial position, accounting policies, financial reporting or disclosures of the Company;

•

the Offer proceeds in accordance with the timetable set out in the “Important Dates” section of this Prospectus;

•

no material industry disturbances or disruptions to the continuity of operations of Reliance nor other material changes in its business;

•

no significant product recalls or quality issues of a Reliance product or a competitor operating in the same market as Reliance;

•

no material amendment to any material contract, agreement or arrangement relating to Reliance’s business;

•

no material changes in the US and Australian currency;

•

no material adverse impact in relation to litigation or claims (existing or otherwise);

•

no material change in the Company’s corporate and funding structure other than as set out in, or contemplated by, this Prospectus;

•

no material acquisitions, divestments, restructuring or investments other than as set out in, or contemplated by, this Prospectus; and

•

none of the key risks listed in Section 5 occurs, or if they do, none of them has a material adverse impact on the operations of Reliance.
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4.11.2 Specific assumptions
The specific best estimate assumptions that have been used in the preparation of the Pro Forma Forecast Financial Information are set out below.

4.11.2.1 Net sales assumptions
The Forecast Financial Information is based on the following key net sales assumptions:
•

organic growth rates of sales, including benefits from SKU expansions;

•

market growth rates based on Reliance’s view of the outlook for its product segments and categories;

•

no material price increases have been assumed;

•

rebates are assumed to be in line with the current rebate framework; and

•

the launch of products targeted at the new construction end-market, leveraging the existing SharkBite technology, during FY2017.

4.11.2.2 Operating cost assumptions
The Forecast Financial Information is based on the following key cost assumptions in relation to the forecast period:

Cost of goods sold and operating expenses
•

Raw material prices: Reliance has assumed that the cost of copper is US$4,700 per tonne.

•

Labour costs: general labour inflation of 3% per annum across all segments.

•

Advertising and promotional spend: the level of spend is assumed to increase proportionately in line with net sales growth, reflecting continued investment
by Reliance in advertising and promotional spend.

•

Other operating expenses: freight, property costs and other general costs are forecast on a line-by-line basis in accordance with contractual changes,
cost relative to net sales (for variable costs) and other known factors.

•

Sales commissions: forecast to increase in line with net sales growth.

•

Public company costs: assumed to remain flat over the period.

Depreciation and amortisation
•

Depreciation and amortisation is based on the current equipment’s depreciation schedules and adjusted for planned capital expenditure and disposals.

Net finance costs
•

Finance costs are based on the terms of the Banking Facilities, UK Facilities and amortisation of upfront fees related to the Banking Facilities (see Section
4.7.3) and the expected level of debt draw down on Completion of the Offer.

4.11.2.3 Other specific assumptions
Exchange rates
Foreign exchange specific assumption
Reliance’s financial performance is impacted by foreign exchange rates through both a translational impact (e.g. when the financial performance of
international subsidiaries is converted into Australian Dollars for group reporting) and to a lesser extent transactional impact (e.g. sales/purchases made in
other currencies). The nature of the relationship is that a strengthening of the Australian Dollar against the cross-currencies set out below has a negative impact
on earnings and cash flows. Refer to the sensitivity analysis in Section 4.13.
The following exchange rates were assumed in preparing the Forecast Financial Information and 1H FY2016 Historical Financial Information:
AUD:USD

AUD:CAD

AUD:GBP

AUD:NZD

AUD:EUR

1H FY2016 average actual exchange rate

0.72

0.96

0.47

1.10

0.66

FY2016 average exchange rate

0.73

1.00

0.49

1.07

0.67

FY2017 average exchange rate

0.75

1.00

0.49

1.07

0.67

Taxation
•

The tax rate applicable for each country is based on the prevailing statutory corporate tax rate.
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Adjusted working capital
•

Working capital is forecast at a country level based on management forecasts of demand from external customers as well as demand from the various
Reliance operating countries.

•

Customers are assumed to pay Reliance on standard terms and suppliers are assumed to be paid by Reliance on standard terms.

•

Some working capital benefit expected from moving some SharkBite fittings production from Australia to the USA.

Capital expenditure
•

Maintenance: expenditure is forecast for replacement of tools, plant and equipment as well as replacement machines in Australia.

•

Growth: expenditure is forecast for the completion of the Cullman expansion project, in addition to new SharkBite equipment in Australia, SAP licences and
initial costs to prepare the Spanish facility for production.

4.12

Management discussion of the Forecast Financial Information

4.12.1	Management discussion: Pro Forma Forecast Results for FY2016
compared to Pro Forma Historical Results for FY2015 and the Statutory
Forecast for FY2016 compared to the Combined Historical Results for
FY2015
Table 4.19 sets out the Pro Forma Forecast Results for FY2016, the Pro Forma Historical Results for FY2015, the Statutory Forecast for FY2016 and the
Combined Historical Results for FY2015.
The FY2016 Pro Forma Forecast includes six months of trading to 31 December 2015 (refer Section 4.10.6) and pro forma forecast for the six months to 30
June 2016. The FY2016 Statutory Forecast represents forecast trading for the period from Completion of the Offer (assumed to be 1 May 2016) to 30 June
2016 and includes the expenses associated with the Offer.

Table 4.19: Pro Forma Forecast, Statutory Forecast Results, Pro Forma Historical Results and Combined Historical Results:
FY2016 compared to FY2015

June year end

Pro Forma Results

Combined
Historical
Results

Statutory
Forecast
Results

Historical
FY2015

Forecast
FY2016

% change

FY2015

FY2016

Americas

300.3

364.0

21.2%

300.3

59.9

Asia Pacific

189.9

200.4

5.5%

189.9

33.0

$ millions

Notes

Net sales

EMEA
Net sales (including intercompany sales)
Elimination of intercompany sales

1

43.5

53.7

23.4%

43.5

9.5

533.7

618.1

15.8%

533.7

102.4

(82.0)

(83.2)

1.5%

(82.0)

(13.4)

Net sales

451.7

534.9

18.4%

451.7

89.0

Cost of sales

(266.2)

(315.3)

18.5%

(266.2)

(52.7)

Gross profit

185.5

219.6

18.4%

185.5

36.3

Total operating expenses

(106.1)

(121.8)

14.8%

(103.7)

(21.1)

20.5%

47.4

9.4

EBITDA
Americas

2

47.4

57.1

Asia Pacific

2

33.4

39.0

16.8%

33.4

5.5

EMEA

2

1.0

4.1

310.0%

1.0

0.6

Public company costs

(2.4)

(2.4)

0.0%

-

(0.3)

Total EBITDA (before significant items)

79.4

97.8

23.2%

81.8

15.2

Depreciation and amortisation

(14.0)

(17.2)

23.0%

(14.0)

(3.2)

EBIT (before significant items)

65.4

80.6

23.2%

67.8

12.0

4.1

1.1

(73.2%)

4.1

(15.2)

69.5

81.7

17.5%

71.9

(3.2)

Significant items
EBIT
Refer Notes in Section 4.6.
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Net sales
Pro forma net sales are forecast to increase by $83.2 million, or 18.4%, from $451.7 million in FY2015 to $534.9 million in FY2016.
Americas net sales (including intercompany sales) is forecast to increase by $63.7 million, or 21.2%, from $300.3 million in FY2015 to $364.0 million in FY2016.
The increase is expected to be driven by:
•

continued strong sales growth of the SharkBite range of products (fitting and accessories) to the Retail and Wholesale sales channels; and

•

benefits from the depreciation of the Australian Dollar against the US Dollar.

Asia Pacific net sales (including intercompany sales) are forecast to increase by $10.5 million, or 5.5% from $189.9 million in FY2015 to $200.4 million in
FY2016. The increase is expected to be driven predominantly by sales growth of SharkBite and Auspex systems to key customers in Australia.
EMEA net sales (including intercompany sales) are forecast to increase by $10.2 million, or 23.4% from $43.5 million in FY2015 to $53.7 million in FY2016. The
increase is expected to be driven by:
•

sales growth in control valves to OEMs and thermostatic products to Wholesale customers in the UK; and

•

benefits from depreciation of the Australian Dollar against the GBP.

Intercompany sales are forecast to increase by $1.2 million, or 1.5% from $82.0 million in FY2015 to $83.2 million in FY2016, primarily driven by increased sales
from Australia to the USA.
Statutory forecast net sales for FY2016 relates to two months of trading and is not comparable to the Combined Historical Results for FY2015. The Combined
Historical Results net sales for FY2015 is equal to pro forma net sales for the same year.

Cost of sales and operating expenses
Pro forma cost of sales is forecast to increase by $49.1 million, or 18.5% from $266.2 million in FY2015 to $315.3 million in FY2016, in line with growth in net
sales. Gross profit margin is expected to remain stable at 41.1% in FY2016 from 41.1% in FY2015.
Pro forma operating expense is forecast to increase by $15.7 million, or 14.8% from $106.1 million in FY2015 to $121.8 million in FY2016. Key assumptions
include:
•

an increase in selling, warehouse and marketing expenses driven by increased advertising spend, promotional activity and sales commissions in line with
higher sales volumes; and

•

a reduction in administration expenses following the retirement of the Group President, in line with Reliance’s long term succession plan.

Statutory forecast cost of sales and operating expenses for FY2016 relates to two months trading and is not comparable to Combined Historical FY2015. The
Combined Historical Results cost of sales is the same as pro forma FY2015, but the operating expenses differ as it does not include public company costs.

EBITDA (before significant items), depreciation and amortisation, and EBIT
(before significant items)
Total EBITDA (before significant items) is forecast to increase by $18.4 million, or 23.2% from $79.4 million in FY2015 to $97.8 million in FY2016. This compares
to pro forma EBITDA (before significant items) achieved in 1H FY2016 of $54.0 million. EBITDA (before significant items) margin is forecast to increase from
17.6% in FY2015 to 18.3% in FY2016, as net sales growth is expected to outpace growth in operating expenses and in line with cost of sales.
Pro forma depreciation and amortisation is forecast to increase to $17.2 million in FY2016, in line with capital expenditure.
Pro forma EBIT (before significant items) is forecast to increase by $15.2 million, or 23.2%, from $65.4 million in FY2015 to $80.6 million in FY2016.
Statutory forecast EBITDA (before significant items) for FY2016 relates to two months trading and is not comparable to Combined Historical FY2015. Combined
Historical Results for FY2015 differ from Pro Forma FY2015 Results due to public company costs.
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4.12.2	Management discussion: Pro Forma Forecast Cash Flows for FY2016
compared to Pro Forma Historical Cash Flows for FY2015 and the
Statutory Forecast Cash Flows for FY2016 compared to the Combined
Historical Cash Flows for FY2015
Table 4.20 sets out the Pro Forma Forecast Cash Flows for FY2016, Pro Forma Historical Cash Flows for FY2015, the Statutory Forecast Cash flows for FY2016
and the Combined Historical Results Cash Flows for FY2015.

Table 4.20: Pro Forma FY2015 Historical to FY2016 Forecast Cash Flows

June year end $ millions

Pro Forma
Historical
FY2015

Pro Forma
Forecast
FY2016

EBITDA (before significant items)

% change

Combined
Historical
FY2015

Statutory
Forecast
FY2016

79.4

97.8

23.2%

81.8

15.2

Non-cash items in EBITDA (before significant items)

(1.6)

-

nmf

(1.6)

0.1

Changes in adjusted working capital

0.5

(25.2)

nmf

0.5

2.0

Adjusted cash flow from operations
(before significant items, capex and taxation)

78.3

72.6

(7.3%)

80.7

17.3

Maintenance capital expenditure

(10.1)

(11.9)

17.8%

(10.1)

(1.9)

Growth capital expenditure

(19.5)

(21.4)

9.7%

(19.5)

(1.2)

Proceeds from sale of assets
Net capital expenditure
Adjusted cash flow (before significant items, financing
and taxation)

0.3

3.7

nmf

0.3

-

(29.3)

(29.6)

1.0%

(29.3)

(3.1)

49.0

43.0

(12.2%)

51.4

14.2

Refer Notes in Section 4.6
Adjusted cash flow from operations (before significant items, capex and taxation) are expected to decrease by $5.7 million, or 7.3%, from $78.3 million in
FY2015 to $72.6 million in FY2016, driven by:
•

an increase in EBITDA (before significant items) year on year of 23.2%;

•

no negative movement in non-cash items, compared to the prior period; and

•

increase in change in adjusted working capital year on year of $25.7 million due to increased inventory and trade and other debtors from net sales growth,
and compounded by lower than normal working capital levels in FY2015.

Net capital expenditure
Maintenance capital expenditure
Maintenance capital expenditure is forecast to increase by $1.8 million, from $10.1 million in FY2015 to $11.9 million in FY2016, driven by expenditure on the
installation of replacement machines in Australia and replacement of valve assembly equipment in the USA.

Growth capital expenditure
Growth capital expenditure is forecast to increase by $1.9 million, from $19.5 million in FY2015 to $21.4 million in FY2016 driven by the acquisition of the
plant and machinery associated with the Spanish manufacturing facility ($5.4 million). This is partially offset by the lower capex spend on the expansion of the
Cullman production facility in FY2016 compared to FY2015, with completion of this project expected in Q4 FY2016.

Proceeds from sales of assets
Proceeds from sales of assets are forecast to increase by $3.4 million from $0.3 million in FY2015 to $3.7 million in FY2016 due the sale of a plane in the USA
no longer being used in the business.
Statutory FY2016 forecast cash flow relates to two months trading and is not comparable to Combined Historical FY2015. Capital expenditure within the
Combined Historical Cash Flows is equal to Pro Forma Historical Cash Flows for the same year.
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4.12.3	Management discussion: Pro Forma Forecast Results for FY2017
compared to FY2016 and the Statutory Forecast for FY2017 compared to
FY2016
Table 4.21 sets out the Pro Forma Forecast Results for FY2017 and FY2016 and the Statutory Forecast Results for FY2017 and FY2016.

Table 4.21: Pro Forma Forecast Results and Statutory Forecast Results: FY2017 compared to FY2016
June year end
$ millions

Pro forma Forecast Results
Notes

Statutory Forecast Results

FY2016

FY2017

% change

FY2016

FY2017

Americas

364.0

397.6

9.2%

59.9

397.6

Asia Pacific

200.4

209.8

4.7%

33.0

209.8

53.7

67.2

25.1%

9.5

67.2

618.1

674.6

9.1%

102.4

674.6

(83.2)

(86.8)

4.3%

(13.4)

(86.8)

Net sales

534.9

587.8

9.9%

89.0

587.8

Cost of sales

(315.3)

(341.1)

8.2%

(52.7)

(341.1)

Gross profit

219.6

246.7

12.3%

36.3

246.7

Total operating expenses

(121.8)

(129.0)

5.9%

(21.1)

(129.0)

Americas

57.1

69.3

21.4%

9.4

69.3

Asia Pacific

39.0

45.6

16.9%

5.5

45.6

Net sales

EMEA
Net sales (including intercompany sales)
Elimination of intercompany sales

EBITDA

EMEA

4.1

5.2

26.8%

0.6

5.2

Public company costs

(2.4)

(2.4)

0.0%

(0.3)

(2.4)

Total EBITDA (before significant items)

97.8

117.7

20.3%

15.2

117.7

Depreciation and amortisation

(17.2)

(19.9)

15.7%

(3.2)

(19.9)

EBIT (before significant items)

80.6

97.8

21.3%

12.0

97.8

Significant items
EBIT

1.1

-

nmf

(15.2)

-

81.7

97.8

19.7%

(3.2)

97.8

Net sales
Pro forma net sales are forecast to increase by $52.9 million, or 9.9%, from $534.9 million in FY2016 to $587.8 million in FY2017.
Americas net sales (including intercompany sales) are forecast to increase by $33.6 million, or 9.2% from $364.0 million in FY2016 to $397.6 million in FY2017.
The increase is expected to be driven by:
•

continued strong sales growth of the SharkBite range of products (fitting and accessories) to the Retail and Wholesale sales channels as increased
penetration of PTC fittings continues in the plumbing market; and

•

launch of EvoPEX (a product based on existing SharkBite technology) tailored for the new residential construction end-market in FY2017, which is
expected to make a small contribution (less than $4 million) to sales in FY2017. Testing commenced in 2015 and is assumed to conclude during Q1
FY2017 and launch in Q3 FY2017.

Asia Pacific net sales (including intercompany sales) is forecast to increase by $9.4 million, or 4.7% from $200.4 million in FY2016 to $209.8 million in FY2017.
The increase is expected to be driven by:
•

sales of PEX products manufactured in Reliance’s Spain facilities and on sold to customers in Australia;

•

continuing growth in sales of SharkBite and Auspex systems; and

•

increased sales of control valves (including pressure regulating valves) in Australia.
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EMEA net sales (including intercompany sales) are forecast to increase by $13.5 million, or 25.1% from $53.7 million in FY2016 to $67.2 million in FY2017. The
increase is expected to be driven by:
•

sales growth of products to the Wholesale channel, including SharkBite range of products (fittings and accessories) and thermostatics; and

•

an increase in intercompany sales of PEX products from Spain to Australia.

Intercompany sales are forecast to increase by $3.6 million, or 4.3% from $83.2 million in FY2016 to $86.8 million in FY2017, predominantly driven by an
increase in sale of PEX products from Spain to Australia.
FY2016 statutory forecast represents two months of trading and is not comparable to FY2017 statutory forecast. Statutory forecast net sales for FY2017 is
equal to the pro forma FY2017 forecast net sales.

Cost of Sales and operating expenses
Pro forma cost of sales is forecast to increase by $25.8 million, or 8.2% from $315.3 million in FY2016 to $341.1 million in FY2017. The lower growth in cost of
sales relative to growth in net sales in FY2017 is expected to be driven by:
•

ongoing improvement in operating efficiency in Reliance’s manufacturing facilities; and

•

ongoing cost reduction initiatives.

The above is expected to result in an increase in gross profit margin from 41.1% in FY2016 to 42.0% in FY2017.
Pro forma operating expense is forecast to increase by $7.2 million, or 5.9% from $121.8 million in FY2016 to $129.0 million in FY2017. The lower growth
relative to net sales is a product of operating leverage benefiting from a fixed cost base, while the increase in marketing spend is in line with sales growth.
Statutory forecast cost of sales and operating expenses for FY2016 relate to two months trading and is not comparable to statutory forecast FY2017. Statutory
cost of sales and operating expenses in FY2017 is equal to pro forma FY2017 forecast.

EBITDA (before significant items), depreciation and amortisation, and EBIT
(before significant items)
Pro forma total EBITDA (before significant items) is forecast to increase by $19.9 million, or 20.3% from $97.8 million in FY2016 to $117.7 million in FY2017.
EBITDA margin (before significant items) is forecast to increase from 18.3% in FY2016 to 20.0% in FY2017, as net sales growth is expected to outpace both
growth in cost of sales and operating expenses.
Statutory forecast EBITDA (before significant items) for FY2016 relates to two months of trading and is not comparable against pro forma FY2017. Statutory
forecast EBITDA (before significant items) for FY2017 is equal to the pro forma forecast EBITDA for FY2017.
Depreciation and amortisation is forecast to increase in line with capital expenditure.
Statutory forecast depreciation and amortisation for FY2016 relates to two months of trading and is not comparable against pro forma FY2017. FY2017 pro
forma and statutory forecast depreciation and amortisation are equal.
EBIT (before significant items) is forecast to increase by $17.2 million, or 21.3%, from $80.6 million in FY2016 to $97.8 million in FY17.
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4.12.4	Management discussion: Pro Forma Cash Flows for FY2017 compared
to FY2016 and Statutory Forecast Cash Flows for FY2017 compared to
FY2016
Table 4.22 sets out the Pro Forma Forecast Cash Flows for FY2017 and Pro Forma Historical Cash Flows for FY2016.

Table 4.22: Pro Forma and Statutory Forecast FY2017 Cash Flows compared to FY2016
Pro Forma
Forecast
FY2016

Pro Forma
Forecast
FY2017

% change

Statutory
Forecast
FY2016

Statutory
Forecast
FY2017

97.8
-

117.7

20.3%

15.2

117.7

0.1

nmf

0.1

0.1

Changes in adjusted working capital
Adjusted cash flow from operations
(before significant items, capex and taxation)

(25.2)

(10.3)

(59.1%)

2.0

(10.3)

72.6

107.5

48.1%

17.3

107.5

Maintenance capital expenditure

(11.9)

(16.9)

42.0%

(1.9)

(16.9)

Growth capital expenditure

(21.4)

(6.9)

(67.8%)

(1.2)

(6.9)

3.7

0.1

(97.3%)

-

0.1

Net capital expenditure

(29.6)

(23.7)

(19.9%)

(3.1)

(23.7)

Adjusted cash flow (before significant items, financing
and taxation)

43.0

83.8

94.9%

14.2

83.8

June year end $ millions
EBITDA (before significant items)
Non-cash items in EBITDA (before significant items)

Proceeds from sale of assets

Adjusted cash flow from operations (before significant items, capex and taxation) are expected to increase by $34.9 million, or 48.1%, from $72.6 million in
FY2016 to $107.5 million in FY2017, driven by:
•

an increase in EBITDA (before significant items) year on year of 20.3%;

•

increase in movement in non-cash items of $0.1 million; and

•

a decrease in change in adjusted working capital of $14.9 million. This is due to the expected benefit of ongoing inventory management globally and
increased working capital efficiencies from supplying SharkBite fittings in the Americas from production at Cullman.

FY2016 statutory forecast cash flow represents two months of trading and is not comparable to FY2017 statutory forecast. Statutory forecast cash flow for
FY2017 is equal to the pro forma FY2017 forecast cash flow.

Net capital expenditure
Maintenance capital expenditure
Maintenance capital expenditure is forecast to increase by $5.0 million, from $11.9 million in FY2016 to $16.9 million in FY2017. The increase reflects the
cyclical replacement of various items of capital equipment. Maintenance capital expenditure varies year to year as items of plant and equipment reach the end
of their effective useful lives.

Growth capital expenditure
Growth capital expenditure is forecast to decrease by $14.5 million, from $21.4 million in FY2016 to $6.9 million in FY2017 as a result of the completion of the
Cullman facility expansion and the investment in the Spanish manufacturing facility in FY2016.
Growth capital expenditure of $6.9 million in FY2017 primarily relates to the installation of incremental additional PEX extrusion lines and plastic moulding set-up
at Cullman for the production of SharkBite PTC fittings and EvoPEX.

Proceeds from sales of assets
Proceeds from sales of assets expected to be negligible in FY2017.
Adjusted cash flow from operations (before significant items, financing and taxation) is expected to increase by $40.8 million, or 94.9%, from $43.0 million in
FY2016 to $83.8 million in FY2017.
FY2016 statutory forecast represents two months of trading and is not comparable to FY2017 statutory forecast. Statutory forecast capital expenditure for
FY2017 is equal to the pro forma FY2017 forecast capital expenditure.

114

Reliance Worldwide Corporation Limited

4.13

Sensitivity analysis

The Forecast Financial Information set out in this Section 4 is based on a number of estimates and assumptions as described in Sections 4.11 and 4.12 that
are subject to business, economic and competitive uncertainties and contingencies, many of which are beyond the control of the Company, the Directors
and management, and based upon assumptions with respect to future business developments, which are subject to change. Investors should be aware that
future events cannot be predicted with certainty and as a result, deviations from the figures forecast in this Prospectus should be expected.
To assist investors in assessing the impact of these assumptions on the Forecast Financial Information, set out below in Table 4.23 is a summary of the
sensitivity of certain Forecast Financial Information to changes in a number of key variables. The changes in the key variables as set out in the sensitivity
analysis are not intended to be indicative of the complete range of variations that may be experienced. For the purpose of the analysis below, the effect of
the changes in key assumptions on FY2017 pro forma forecast NPAT of $62.6 million is presented. The sensitivity analysis is intended as a guide only and
variations in actual performance could exceed the ranges shown.

Table 4.23: Sensitivity analysis on FY2017 pro forma NPAT

Assumption

Variance

FY2017 pro forma NPAT impact
($ millions)

Net sales - price impact

+/- 1%

+/- 3.9

Net sales - volume impact

+/- 1%

+/- 1.8

Copper - price impact

+/- 1%

-/+ 0.3

Fixed COGS

+/- 1%

-/+ 0.2

Operating expenses

+/- 1%

-/+ 0.8

AUD:USD
Interest rate

+/- 1c

-/+ 0.6

+/- 100bps

-/+ 1.0

Care should be taken in interpreting these sensitivities. In order to illustrate the likely key impact on the Pro Forma Forecast Results, the estimated impact of
changes in each of the assumptions has been calculated in isolation from changes in other assumptions. In practice, changes in assumptions may offset
each other or be additive.

4.14

Dividend policy

The payment of a dividend by the Company is at the discretion of the Directors and will be a function of a number of factors, including the general business
environment, the operating results and the financial condition of the Company, future funding requirements, capital management initiatives, taxation
considerations (including the level of franking credits available), any contractual, legal or regulatory restrictions on the payment of dividends by the Company,
and any other factors the Directors may consider relevant.
It is the current intention of the Board to target a dividend payout ratio of between 40% and 60% of the Company’s annual NPAT. It is the current intention of the
Board to declare an interim dividend in respect of the six months ending 31 December 2016, and a final dividend in respect of the six months ending 30 June
2017 in line with the target dividend payout ratio. No dividend is expected to be declared for the period from Completion of the Offer to 30 June 2016.
The Company expects that dividends will be partly franked until at least the financial year ending 30 June 2017. The date of any franked dividend will depend
on the amount of Australian tax payable by the Company.
No assurances can be given by any person, including the Directors, about the payment of any dividend and the level of franking on any such dividend. As
the Company generates a portion of its net sales from international operations, the availability of franking credits may determine that dividends are only partially
franked. Any unfranked dividend declared to be conduit foreign income being dividends attributable to tax exempt or tax sheltered foreign profits will not be
subject to Australian withholding tax upon payment to non-resident shareholders. Investors who are not residents of Australia and who acquire Shares may be
subject to Australian withholding tax on dividends or other distributions paid in respect of the Shares. Prospective investors who are not residents of Australia
should consult with their own tax advisors regarding the application of the Australian withholding or other taxes to their particular situations as well as any
additional tax consequences resulting from purchasing, holding or disposing of the Shares.
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KEY RISKS

5.1

Introduction

This Section 5 describes some of the potential risks associated with an investment in Reliance. An investment in Reliance is subject to risks specific to
Reliance and its business and general risks associated with investing in Shares. Each of these risks could, if it were to eventuate, have a material adverse
effect on Reliance’s business, financial condition, operating and financial performance and the value of its Shares. Many of the circumstances giving rise to
these risks are beyond the control of the Directors and the Company.
You should note that the risks described in this Section 5 are not the only risks faced by Reliance. Additional risks that Reliance is unaware of or that Reliance
currently considers to be immaterial also have the potential to have a material adverse effect on Reliance’s business, financial condition, operating and
financial performance and the value of Shares.
Before deciding whether to invest in Reliance, you should read the entire Prospectus and satisfy yourself that you have a sufficient understanding of these
potential risks and should consider whether an investment in Reliance is suitable for you after taking into account your own investment objectives, financial
circumstances and tax position. If you do not understand any part of the Prospectus or are in any doubt as to whether to invest in Reliance, you should seek
professional advice from your stockbroker, accountant, lawyer or other professional adviser.

5.2

Risks specific to an investment in Reliance

5.2.1	Reliance is exposed to changes in general economic conditions,
legislation and regulation that may impact activity in Reliance’s endmarkets
Reliance currently has operations in the USA, Australia, the UK, Canada, New Zealand, and is building a presence in continental Europe through a recent
investment in Spain.
Reliance’s financial performance is largely dependent on activity in the residential and commercial repair and renovation and new construction end-markets.
Activities in these end-markets are impacted by changes in general economic conditions, such as movements in inflation and interest rates, the level of
business spending and consumer confidence, and changes to fiscal or monetary policies, legislation and regulation (including plumbing codes). Activities in
the repair end-market are also impacted by extreme weather events. For example, repair activity in the USA, Canada and Europe generally increases during the
colder months of the year as severe winter storms can cause pipes to freeze and break.
A prolonged downturn in general economic conditions either globally or in any geographic region in which Reliance operates may therefore impact demand
for plumbing services in the residential and commercial repair and renovation and new construction end-markets, thereby decreasing demand for Reliance’s
products and services.
Any such downturn may have a material adverse impact on Reliance’s operations, net sales and profitability.

5.2.2

Reliance may lose a key customer or customer support more generally

Reliance distributes its products to a broad range of end-users primarily through major Wholesale, Retail and hardware national distributors. In FY2015,
Reliance generated approximately 58% of its sales (gross of rebates) from sales made through its top 10 customers.
More than 50% of the revenue derived from its top 10 customers is derived from Reliance’s top two customers, with the largest customer being The Home
Depot in the USA.
While some of Reliance’s key customer relationships are governed by binding written contracts, the majority of its customer relationships are governed by
informal arrangements. Where no binding written contract exists, these arrangements can be terminated or varied by the customer on short notice and without
penalty. In many instances, customers are under no obligation to continue purchasing Reliance products or to purchase a particular volume of Reliance
products. The Restructure is expected to result in a “change in control” of Reliance, which, in the absence of obtaining formal consent from the relevant
counterparty, may trigger termination rights under certain agreements to which Reliance is a party. For example, Reliance’s agreement with The Home Depot
may be immediately terminated by The Home Depot by written notice if Reliance undergoes a change in control. The Home Depot has advised Reliance that
it will not expressly provide a formal written confirmation that The Home Depot will not terminate the agreement because of a change in control of Reliance
arising from the Restructure or the Offer. See Sections 3.5.5 and 3.6.2 for further details regarding Reliance’s relationship with The Home Depot and Section
9.4.3 for a summary of the agreement between Reliance and The Home Depot.
Reliance’s key customer relationships may be lost or impaired if customers experience financial difficulty or insolvency or by any dissatisfaction with Reliance’s
business or products. This may (either temporarily or for a prolonged period of time) decrease the volume of products Reliance is able to sell to its customers.
There can be no guarantee that key customers will continue to purchase the same, similar or more quantities of Reliance’s products as they have historically.
The loss of any of Reliance’s key customers, especially the loss of one or both of its top two customers, or a significant reduction in the volume of products
purchased by one or more key customers may adversely impact Reliance’s financial performance.
There is also a risk that Reliance’s key customers could make decisions that adversely impact Reliance’s business. For example, they could use their
commercial leverage to negotiate lower prices, change the terms on which they purchase Reliance’s products or demand higher trade discounts, rebates or
allowances, each of which could adversely affect Reliance’s net sales and profitability.
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5.2.3

There may be adverse exchange rate movements

The financial information in Reliance’s financial statements is presented in Australian Dollars. Approximately 67% of Reliance’s FY2017 net sales are expected
to be generated in the Americas segment (denominated in USD or CAD and approximately 11% in the EMEA segment (denominated in GBP or Euros). In
terms of EBITDA, approximately 59% of Reliance’s FY2017 EBITDA is expected to be denominated in USD/CAD and approximately 4% in GBP/Euros. Reliance
also sources raw materials and finished goods in USD and Euros. The non-Australian Dollar denominated net sales, expenditures, cash flows and financial
position of Reliance’s non-Australian operations are translated into Australian Dollars for the purposes of presenting the consolidated Reliance group financial
performance and position.
Accordingly, Reliance is subject to adverse exchange rate movements, particularly, adverse movements in the USD:AUD exchange rate, the GBP:AUD
exchange rate and the CAD:AUD exchange rate. The Forecast Financial Information assumes an average exchange rate in FY2017 of one Australian Dollar
to US$0.75, one Australian Dollar to 0.49GBP and one Australian Dollar to 1.00CAD. In the context of presenting the non-Australian operations’ net sales,
expenditures, cash flows and financial position in Australian Dollars, an adverse movement in the exchange rate (i.e. an increase in the Australian Dollar
relative to the USD, GBP or CAD) may have an adverse impact on Reliance’s future reported financial performance (i.e. reduce its net sales, profitability, cash
flows and financial position). Furthermore, as Reliance expands globally, it will be exposed to additional currencies and a higher proportion of its net sales,
profitability, cash flows and financial position will be affected by exchange rate movements.
Reliance does not typically hedge its foreign exchange exposures. Accordingly, a severe or sustained appreciation of the AUD against the currencies
mentioned above, in particular the USD, may adversely affect Reliance’s future reported financial performance, particularly its net sales, profitability, cash flows
and financial position.

5.2.4	Reliance may suffer reputational damage due to product performance or
failures or other issues
Reliance believes that the reputation of its products and brands is key to its success. Reliance’s reputation and the value of its brands may be damaged
as a result of negative customer or end-user experiences due to poor product performance or product failures, adverse media coverage or other publicity
(in relation to such matters as manufacturing defects, product recalls, warranty issues or product liability litigation), failure to adequately protect Reliance’s
intellectual property rights from third party infringement, or disputes with customers, suppliers, landlords or employees. Reliance’s reputation may also be
adversely affected by the actions or omissions of customers such as OEMs, to whom Reliance supplies component parts. Erosion of Reliance’s reputation
as a result of one or a combination of these factors may reduce demand for Reliance’s products, diminish the value of Reliance’s brands, or adversely impact
relationships with key customers, suppliers or employees, which in turn may adversely impact Reliance’s net sales and profitability.

5.2.5

Reliance may be unable to attract or retain key personnel

Reliance’s success depends on the continued active participation of its senior management team (outlined in Section 6.2), key operating personnel and the
R&D team (whose in-house new product design and development capabilities are integral to Reliance’s future growth, as discussed in Section 3.9). These
employees are an important part of Reliance’s business strategy and success, as they have extensive industry experience and knowledge of Reliance’s
business and are responsible for maintaining relationships with key customers and suppliers.
If Reliance were to lose any of its key personnel or if it were unable to employ additional or replacement personnel with the requisite level of training and
experience to adequately operate Reliance’s business, its operations could be adversely affected. If any of these events were to occur for a significant period
of time, Reliance’s financial condition, net sales and profitability could be adversely impacted.

5.2.6	Reliance’s manufacturing facilities may break down, perform poorly, fail or
be impacted by a fire or major weather event
Reliance manufactured approximately 70% of products it sold in FY2015 at its manufacturing facilities across Australia, the USA and New Zealand. The majority
of these products were manufactured at facilities in Melbourne, Australia. The equipment and management systems necessary for the operation of Reliance’s
manufacturing facilities may break down, perform poorly, fail, or be impacted by a fire or major weather event (such as a snow storm, tornado, cyclone or
flood), resulting in manufacturing delays, increased manufacturing costs or an inability to meet customer demand. For example, in 2011 one of Reliance’s
manufacturing facilities in Cullman, Alabama was affected by a tornado, which disrupted the main power supply to the facility for three days during which time
Reliance had to resort to back-up power supplies.
Any significant or sustained interruption to Reliance’s manufacturing processes, particularly in relation to Reliance’s Melbourne facilities, may adversely impact
production capacity and, as a result, Reliance’s net sales and profitability.
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5.2.7	The cost of raw materials may increase or the availability of raw material
supplies may decrease
Reliance depends on its procurement agreements, arrangements and relationships for the supply of raw materials, including brass (copper), PEX resin and
engineered plastics, which are essential inputs into the majority of the products Reliance manufactures. Reliance does not currently hedge against such
commodity prices and instead purchases its raw materials at spot market prices. Risks associated with the procurement of such materials include:
•

the required raw materials may be subject to supply shortages;

•

the price of raw materials may increase materially; and

•

the cost of indirect inputs required to produce the raw materials, such as freight and electricity, may increase.

Any adverse change in Reliance’s ability to procure raw materials, a material increase in the cost of raw materials or any increase in indirect production input
costs of such raw materials, would result in an increase in Reliance’s overall costs, and if Reliance is unable to pass on such cost increases to its customers,
could thereby reduce the Company’s profitability.

5.2.8	Others may infringe Reliance’s intellectual property rights or
independently develop similar technology
Reliance typically seeks to protect its intellectual property through patents, industrial designs and trademark registrations both in Australia and across various
international jurisdictions. Although Reliance’s SharkBite brand is protected by trademark registrations around the world, the underlying technology of SharkBite
branded products, including the SharkBite branded brass PTC fitting, is not protected by intellectual property laws.
Third parties may copy or otherwise obtain and use Reliance’s registered intellectual property without authorisation, or may independently develop similar
technology that effectively competes with Reliance’s SharkBite branded brass PTC fitting. In addition, competitors may be able to develop competing designs
that are substantially similar to those of Reliance without infringing Reliance’s intellectual property rights. Any successful replication of Reliance’s products,
including its SharkBite branded products, end-user acceptance of similar products already in the market or any other infringement of Reliance’s intellectual
property may reduce Reliance’s net sales from those products, which may in turn adversely impact Reliance’s net sales and profitability.
Any legal action that Reliance may bring to protect its intellectual property may be unsuccessful, protracted and expensive and could divert management’s
attention from normal business operations.

5.2.9	Reliance may be adversely affected by product recalls or product liability
claims
Reliance is exposed to the risk of product recalls and product liability claims where a defect in a product sold or supplied by Reliance could result in, results in
or is alleged to have resulted in, personal injury or property damage.
Customers to whom Reliance supplies component parts may themselves be exposed to product recall claims that relate to Reliance products. For example,
Reliance supplies control valves and thermostatic products to OEMs.
Reliance may suffer loss as a result of claims for which it is not insured or coverage being denied or in connection with a loss that exceeds Reliance’s insured
limits. In addition, a product recall may expose Reliance to financial liability, decrease demand for its products or damage Reliance’s business reputation,
brand names or its relationships with its customers. If any of those events were to occur, they may result in Reliance losing market share and may adversely
affect its net sales and profitability.

5.2.10 Reliance’s competitive position may deteriorate
Reliance operates in an intensely competitive and relatively highly regulated industry that requires manufacturers to respond to frequent product specification
changes driven by customer preferences, plumbing codes and regulatory agencies.
Reliance’s competitive position may deteriorate as a result of, for example, the emergence of new competitors, new competing products, the introduction of
imported products, or Reliance’s failure to successfully adapt to changing market conditions, customer demands, pricing and technological developments.
For instance, an existing or new competitor may develop a new product that is more effective than an existing Reliance product, or develop a similar product
that is sold at a cheaper price. There could also be a technological innovation that Reliance may be slow to adopt, such as the development of a new raw
material, and this may allow a competitor to gain a first mover advantage over Reliance.
Furthermore, if Reliance’s existing or new products do not achieve or maintain market acceptance or necessary regulatory approvals, or if Reliance is unable to
introduce new products in a timely manner, Reliance’s operating and financial performance may be adversely impacted.
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5.2.11 Failure to fully realise the benefits of the capital investment program
Reliance’s ability to meet the projections described in its Forecast Financial Information is partly reliant on it realising the benefits associated with its capital
investment program including new product development, at the anticipated times within the forecast period. The capital investment program may be subject
to delays or cost overruns. The anticipated benefits may be delayed or the initiatives may not generate the expected level of net sales, EBITDA growth or return
on capital originally anticipated.

5.2.12 Environmental compliance costs and liabilities
Reliance’s operations and properties are subject to environmental protection laws and regulations, including those regulating air emissions, water discharges,
waste management and disposal, and workplace safety. Some of these laws and regulations impose substantial fines and sanctions for non-compliance
or breaches. If Reliance were to breach or otherwise fail to comply with any such law or regulation, the cost of curing a breach or resolving associated
enforcement actions initiated by government authorities could be substantial and may materially reduce Reliance’s profit in a given reporting period.

5.2.13 Workplace incidents or accidents may occur
Reliance currently has 10 operating manufacturing facilities located in Australia, the USA and New Zealand, and has recently established an additional
manufacturing facility in Spain. Most of these facilities are equipped with advanced manufacturing tooling and assembly equipment, enabling highly automated
manufacturing processes. Nevertheless, Reliance’s manufacturing processes still require people to be involved in the manufacturing process.
The manufacture of Reliance products involves heavy machinery and hazardous processes. There may be an incident or accident at a facility that results in
serious injury or damage to property, which in turn may result in a fine imposed by a regulatory authority, an interruption of manufacturing operations, a worker’s
compensation claim, a work health and safety claim or a damages claim against Reliance. Such claims or events may not be covered by Reliance’s insurance
or may exceed Reliance’s insured limits. They may also adversely impact Reliance’s business reputation. Any such occurrences could therefore adversely
impact Reliance’s operations and profitability.

5.2.14	Reliance may not be able to implement its growth strategies and may not
meet its growth targets
While Reliance’s Forecast Financial Information is not predicated on the assumption that Reliance will undertake strategic acquisitions or that it will expand into
new geographic regions, Reliance may choose to do so in the future as part of its growth strategy. If Reliance were to undertake such a growth strategy, there
is a risk that it may not be able to implement it successfully due to many factors outside of the Directors’ and Company’s control, including the potential risk of
not being able to identify and secure suitable synergistic acquisition candidates.
Additionally, any future geographic expansion may not replicate historical results. Further international expansion would also involve additional legal, regulatory
and geo-political uncertainties, which may divert management’s attention away from the daily operations of the business. There is also a risk that any future
investments may not be profitable (either initially or longer term).
If Reliance does not meet its growth targets, this may adversely impact Reliance’s future financial performance and the value of its Shares.

5.2.15 Country specific risks in respect of foreign operations
Aside from Reliance’s operations located in Australia, Reliance also has operations in the USA, Canada, the UK and New Zealand and has recently established
manufacturing and distribution capabilities in Spain. Accordingly, Reliance is exposed to risks relating to changes to or uncertainty in the relevant legal and
regulatory regimes in those jurisdictions (including in relation to taxation and foreign investment and the practices of government and regulatory authorities).
Reliance is also potentially exposed to prolonged political uncertainty in the geographic regions in which it operates.
Certain changes in the legal and regulatory regimes of any of the jurisdictions in which Reliance operates, or prolonged political uncertainty in particular
geographic regions may increase Reliance’s costs, reduce its ability to grow the business or disrupt or otherwise adversely affect Reliance’s operations. Any of
these factors could reduce Reliance’s financial performance and profitability.

5.2.16 Reliance may be unable to refinance, repay or renew its debt
Reliance utilises bank debt to fund its business operations. The Banking Facilities, being the debt facilities Reliance will have in place on Completion of the
Offer, will expire in September 2019. Reliance may also need to access additional debt financing to grow its operations. If Reliance is unable to refinance,
repay or renew its debt facilities or otherwise obtain debt finance on favourable terms, Reliance may not meet its growth targets, which may adversely impact
its financial performance.
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5.2.17 IT system failure
Reliance relies on third party IT software and service providers to support its business operations, including its manufacturing operations (most of which are
highly automated). Reliance also holds sensitive employee and customer data, including such individuals’ and entities’ financial data. Reliance’s IT systems
may be adversely affected by damage to computer equipment or network systems, equipment faults, power failures, computer viruses, misuse of systems
or inadequate business continuity planning. Any failure of Reliance’s IT systems as a result of these factors may compromise Reliance’s data integrity (which
may result in an inadvertent security breach in relation to such employee or customer data) or the automated aspects of its manufacturing, which may in turn
adversely affect Reliance’s reputation, business operations, and financial performance and profitability or expose Reliance to third party liability.

5.2.18	GSA Group will hold a significant interest in Reliance post Listing and its
interests may be different to those of other Shareholders
On Completion of the Offer, GSA Group will continue to hold up to approximately 46%1 of the issued capital of Reliance (indirectly, through the Shares held
by the Existing Owners) and Jonathan Munz (who has a controlling interest in GSA Group and the Existing Owners) will be the Non-Executive Chairman.
Accordingly, following Completion of the Offer, GSA Group and Jonathan Munz will be in a position to influence the appointment of new management, and
matters to be determined by the Shareholders at a general meeting, including the election of Directors, and the outcome of any takeover offer for the Shares or
any similar control transaction. The interests of GSA Group may differ from the interests of Reliance and other Shareholders and this may adversely affect the
Share price and other Shareholders. The Existing Owners’ shareholding in Reliance may also reduce the liquidity of trading in Shares.
All of the Shares controlled by GSA Group on Completion of the Offer will be subject to voluntary escrow arrangements (see Section 7.7 for details) that apply
from Completion of the Offer until the date Reliance’s financial results for the financial year ending 30 June 2017 are released to the ASX. At the end of this
period, GSA Group may choose to sell a large proportion of the Existing Owners’ Shares in a single transaction or series of transactions. The market’s reaction
to any such sale or sales (including the perception that such a sale may occur) may adversely affect the Share price.

5.2.19 The Company may suffer loss in connection with the Restructure
The Company may not be able to recover any loss that arises in connection with the Restructure.
As described in Section 3.1.2, as part of the Restructure undertaken in conjunction with the Offer, the Company has acquired, or will acquire (through wholly
owned subsidiaries), 100% of the issued capital of the Reliance Entities from the Existing Owners.
Under the terms of the Restructure Agreements, due to the familiarity that existing Reliance management has with the operations of the Reliance Entities, the
Existing Owners have provided limited warranties in favour of the purchasers. For example, the Existing Owners have not given warranties in connection with
the manner in which the Reliance Entities have been operated historically.
The Company may suffer loss as a result of the acquisition of the Reliance Entities for which it cannot recover under the Restructure Agreements. For example,
if the basis of the claim does not fall within any of the warranties referred to above or the Existing Owners do not have funds to satisfy a claim that has been
made by the Company.

5.2.20 Laws and regulations may change
In the ordinary course of its business, Reliance is subject to a range of laws and regulations. These laws and regulations include those relating to consumer
protection, product safety, plumbing codes, employment, property, taxation (including GST and stamp duty), customs and tariffs.
Changes to laws and regulations in these areas may adversely affect Reliance, including by increasing its costs either directly (e.g. by increasing a tax Reliance
is required to pay) or indirectly (e.g. by increasing the cost of complying with a particular legal requirement). Any such change may adversely affect Reliance’s
future financial performance.

1

Assumes that the Existing Owners elect to retain the maximum interest in Reliance (see Section 7.1 for further details) and that the maximum number
of Shares is purchased by the Stabilisation Manager under the Market Stabilisation Activities and transferred to GSA International under the terms of the
Stabilisation Manager Deed (see Section 7.6 for further details).
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5.2.21 Manufacturing or distribution site relocation
Reliance currently operates 10 manufacturing facilities around the world and has recently established an additional manufacturing and distribution facility in
Spain. Reliance may need to exit an existing manufacturing plant location or distribution centre either at the end of a current lease term or earlier in the event
that it does not perform its obligations under a lease (including in circumstances where Reliance does not satisfy its obligations under the relevant change of
control provisions in those leases that are triggered by the Offer) or if such site is unprofitable or non-viable.
Any such default, or any failure to renew existing leases on acceptable terms, could result in significant disruption to Reliance’s operations, unexpected
relocation costs, a prolonged period of manufacturing downtime as a result of relocation complications (such as an inability to negotiate alternative
arrangements), increased operating costs and delays in servicing customer requirements. Each of these factors could materially increase Reliance’s costs and
impact its future financial performance and profitability.

5.2.22 Reliance may be involved in disputes or litigation
In addition to the risk of product recall claims or product liability claims described in Section 5.2.9, Reliance may also be involved in other types of disputes
or litigation, including disputes or litigation with customers or suppliers, disputes relating to Reliance’s alleged infringement of a third party’s intellectual
property rights and industrial action or disputes involving Reliance’s employees. If Reliance is involved in any such litigation, disputes or protracted settlement
negotiations, this may disrupt Reliance’s business operations, cause Reliance to incur significant legal costs, and may divert management’s attention away
from the daily operations of the business.

5.3

General risks relating to an investment in Reliance

5.3.1

Reliance’s share price may fluctuate

On Completion of the Offer, Reliance will become subject to the general market risk that is inherent in all securities traded on a securities exchange. This may
result in fluctuations in its Share price that are not explained by the fundamental operations and activities of Reliance. There is no guarantee that the price of
Shares will increase following quotation on the ASX, even if Reliance’s earnings increase.
Shares may trade at, above or below the Final Price due to a number of factors including:
•

general market conditions;

•

fluctuations in the local and global market for listed stocks;

•

changes to government policy, legislation or regulation;

•

inclusion in or removal from particular market indices (including S&P/ASX indices); and

•

the nature of the markets in which Reliance operates.

Other factors that may negatively affect investor sentiment and influence Reliance specifically or the stock market more generally include acts of terrorism, an
outbreak of international hostilities, fires, floods, earthquakes, labour strikes, civil wars, natural disasters, outbreaks of disease or other man-made or natural
events.

5.3.2

Trading in Shares may not be liquid

There can be no guarantee that an active market for Shares will develop following Completion of the Offer. There may be relatively few potential buyers or
sellers of Shares on the ASX at any given time. This may increase the volatility of the market price of Shares. It may also affect the prevailing market price at
which Shareholders are able to sell their Shares. This could result in Shareholders receiving a market price for their Shares that is less than the price that they
paid.
As noted at Section 7.7, the Shares held by GSA Group on Completion of the Offer will be escrowed for the period ending on the date Reliance’s financial
results for the financial year ending 30 June 2017 are released to the ASX. The fact that GSA Group will be unable to trade its Shares until they are released
from escrow will also reduce the liquidity of trading in Shares for the duration of the period. If GSA Group voluntarily maintains its holding after the end of this
period, the liquidity of the Shares will continue to be reduced until such time as GSA Group elects to sell down.
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5.3.3

Shareholders may suffer dilution

Reliance may issue more shares in the future in order to fund acquisitions, investments or to reduce its debt. While Reliance will be subject to the constraints
of the ASX Listing Rules regarding the percentage of its capital that it is able to issue within a 12 month period (other than where exceptions apply), any such
equity raisings may dilute the interests of Shareholders.

5.3.4

Taxation changes

There is the potential for further changes to taxation laws and changes in the way taxation laws are interpreted. Any change to the current tax rates imposed on
Reliance (including the foreign jurisdictions in which Reliance operates, such as the US, Canada and the UK) is likely to affect returns to Shareholders.
An interpretation of taxation laws by the relevant tax authority that is contrary to Reliance’s view of those laws may increase the amount of tax to be paid or
cause changes in the carrying value of tax assets in Reliance’s financial statements. In addition, any change in tax rules and tax arrangements could have an
adverse effect on the level of dividend franking and Shareholder returns.
An investment in shares involves tax considerations that differ for each investor. Investors are encouraged to seek professional tax advice in connection with
any investment in Reliance.

5.3.5

Expected future events may not occur

Certain statements in this Prospectus constitute forward-looking statements. Such forward-looking statements involve known and unknown risks, uncertainties
and other factors that may cause the actual results, performance and achievements of Reliance to differ materially from any future results, performance or
achievements expressed or implied in such forward-looking statements.
Given these uncertainties, prospective investors should not place undue reliance on such forward-looking statements. In addition, under no circumstances
should a forward-looking statement be regarded as a representation or warranty by Reliance or any other person referred to in this Prospectus that a particular
outcome or future event is guaranteed.

Reliance Worldwide Corporation Limited
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6.1

Board of Directors

The Directors bring to the Board relevant experience and skills, including industry, business, financial management and corporate governance knowledge and
experience.
The Board comprises a Non-Executive Chairman, one Executive Director and three independent Non-Executive Directors.

Director
Jonathan Munz
Non-Executive Chairman

Heath Sharp
Chief Executive Officer and
Managing Director

Russell Chenu

Expertise, experience and qualifications
•

Jonathan Munz has had an involvement with Reliance for almost 30 years, dating back to the acquisition of the
original Australian business Reliance Manufacturing Company, by his family in 1986.

•

Mr Munz has strongly supported Reliance’s management team and its vision to grow the business from a small
Australian company to a substantial international business. This includes strategic initiatives, such as Reliance’s
highly successful entry into the USA market in the early 2000s, as well as the ongoing success of its SharkBite
brand and products.

•

His strong commercial and legal background has also enabled him to play a leading role in the various bolt-on
acquisitions that have been completed by Reliance over the years, including its recent entry into the continental
European market.

•

Mr Munz holds law and economics degrees from Monash University and remains a director of his family
corporation, GSA Group, which currently owns 100% of Reliance and will retain a large investment in Reliance
post Listing.

•

Heath Sharp joined Reliance in 1990 as a Design Engineer in the Brisbane based Product Development team.
He has worked in each international division of the business throughout his 26 years with Reliance, holding senior
management positions in Engineering, Product Management, Sales and Operations. He was appointed General
Manager of the Cash Acme facility in Alabama, USA following its acquisition by Reliance in 2002. He returned to
take the reins of the Australian division in late 2004, the largest Reliance operation at the time. Mr Sharp moved
back to the USA in 2007 to rejoin the US business and steer its rapid growth in Reliance’s largest market. He has
been following a carefully charted succession plan, moving through the roles of President of the USA business
and global Chief Operating Officer prior to his current role as Chief Executive Officer.

•

Mr Sharp holds a Bachelor of Mechanical Engineering degree from the University of Southern Queensland.

•

Russell Chenu is an experienced corporate and finance executive who has held senior finance and management
positions with a number of ASX listed companies. His most recent role was Chief Financial Officer of ASX listed
James Hardie Industries plc from 2004 to 2013.

•

He is currently a director of James Hardie Industries plc, CIMIC Group Limited and Metro Performance Glass
Limited.

•

Mr Chenu holds a Bachelor of Commerce from the University of Melbourne and an MBA from Macquarie
Graduate School of Management, Australia.

Independent Non-Executive Director
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Director

Expertise, experience and qualifications

Stuart Crosby
Independent Non-Executive Director

•

•

Stuart Crosby was the CEO and President of Computershare Limited for nearly eight years until June 2014. Prior
to becoming CEO, Stuart held a number of senior executive positions across the business. These included Head
of Strategic Business Development in Europe and Asia, Head of the Asia Pacific region and Chief Operating
Officer.
Prior to joining Computershare, Mr Crosby worked for the Australian National Companies and Securities
Commission, the Hong Kong Securities and Futures Commission and at the ASX.

Ross Dobinson
Independent Non-Executive Director

•

Ross Dobinson has a background in venture capital and investment banking and is currently the Managing
Director of TSL Group Ltd. He is a founder, former CEO and current Non-Executive Chairman of ASX listed Acrux
Limited.

•

He was previously a director of ASX listed companies Starpharma Holdings Limited and Roc Oil Company
Limited, a former chairman of recently ASX listed TPI Enterprises Limited and a former director of Racing Victoria
Limited.

•

Mr Dobinson holds a Bachelor of Business (Accounting) from the Queensland University of Technology.

The composition of the Board’s committees and summary of its key corporate governance policies are set out in Section 6.4.

6.2

Senior management

Executive

Expertise, experience and qualifications

Heath Sharp
Chief Executive Officer and
Managing Director

•

See Section 6.1

Terry Scott
Chief Financial Officer

•

Terry Scott commenced working with Reliance in 1989 as Financial Controller for the Australian business. He has
played a major role in supporting the growth and development of the business. Following the acquisition of the
USA operation in 2002, he assumed the role of Chief Financial Officer of Reliance.

•

Mr Scott has a Bachelor of Business, majoring in Accounting, from the Queensland University of Technology and
prior to joining Reliance, held senior finance and operations management positions at James Hardie Industries,
Elders and Goodman Fielder.

•

Sean McClenaghan joined Reliance in 2014 as the CEO of the US business. Prior to joining Reliance, Sean was
the Managing Principal of Egon Zehnder’s Atlanta office and a member of the firm’s Industrial and Private Equity
Practices. He has held executive positions with CHB Capital Partners, Manhattan Associates and McKinsey
& Company and prior to that he was with DuPont, where his roles included business and operations management,
supply chain, product development, and engineering.

•

Mr McClenaghan has a BS in Chemical Engineering from Georgia Institute of Technology and an MBA from
Harvard Business School.

•

Brad Reid is the CEO for the Australia and New Zealand businesses, a position he has held since 2007. He has
been with Reliance for 25 years and joined the company as a Business Development Manager. He later became
the General Manager for the Reliance Fire Division, before progressing to become CEO for Australia.

•

Prior to joining Reliance, he worked as a Design Engineer for Queensland Local Government, working on
hydraulic system designs for public infrastructure.

•

Mr Reid holds a Diploma of Civil Engineering and a Bachelor of Mechanical Engineering (First Class Honours)
from the Queensland University of Technology.

Sean McClenaghan
CEO, USA

Brad Reid
CEO, Australia and New Zealand
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Executive

Expertise, experience and qualifications

Mike Saunders
CEO, UK

•

Mike Saunders has been the CEO for Reliance UK since joining the company in 2012. He has a strong
background in the building materials business with over 30 years of managing facilities in the UK, the USA,
Hungary and China.

•

Prior to joining Reliance, he spent three years with Aalberts Industries Flow Control, where he was responsible
for the UK and Middle East operations. He also spent three years as the Group Managing Director for Peglar
Yorkshire Group and had responsibility for Pegler Yorkshire in the UK and Elkhart Products Corporation in the USA.
Earlier in his career, he held various director roles within Tarmac Ltd.

•

Mr Saunders holds an Engineering degree from Balliol College, Oxford University and an MBA from Manchester
Business School.

David Succurro
CEO, Canada

•

David Succurro is the CEO for Reliance Canada, a position that he has held since joining Reliance in 2010.

•

Prior to joining Reliance, he spent 9 years at Motorola Inc., originally as an Accounting Manager, and then as
Business Manager with Financial and Operational responsibility for all aspects of the Canadian business. He
was also responsible for the Global Enterprise Service Providers and had responsibility for North America, Latin
America, the UK and Europe.

•

Mr Succurro has a Business Administration degree from the Toronto School of Business together with CGA
(Certified General Accountant) and CPA (Chartered Professional Accountant), designations from the Certified
General Accountants Association of Canada and Chartered Professional Accountants of Canada.

Bill Kluss
Chief Manufacturing Officer

•

Bill Kluss joined Reliance in 1975, and has been the Chief Manufacturing Officer since 2011. Bill worked his
way up through the company, originally starting as a Tool Maker in production. His capabilities were recognised
early on and he quickly transitioned through Maintenance Manager and Production Manager roles. He held the
position of Operations Manager for 20 years and oversaw all Australian production activities. As Reliance grew,
he transitioned into a global role, including identifying and on-boarding key global suppliers. Over his 40 years
with Reliance, he has developed a deep knowledge of each operation and currently oversees the manufacturing
activities globally.

Dixon Thuston
Global VP, Engineering

•

Dixon Thuston is currently the Global Vice President of Engineering for Reliance. He has been with Reliance USA
for six years where has has previously held positions covering Engineering, Supply Chain management and
Operations management.

•

Prior to joining Reliance, he spent eight years with Honda in a production engineer role.

•

Mr Thuston has a Bachelor of Science in Mechanical Engineering from Southern Methodist University in Texas.

6.3

Interests and benefits

This Section 6.3 sets out the nature and extent of the interests and fees of certain persons involved in the Offer. Other than as set out below or elsewhere in this
Prospectus, no:
•

Director or proposed Director;

•

person named in this Prospectus and who has performed a function in a professional, advisory or other capacity in connection with the preparation or
distribution of this Prospectus;

•

promoter of the Company; or

•

underwriter to the Offer,

holds at the time of lodgement of this Prospectus with ASIC, or has held in the two years before lodgement of this Prospectus with ASIC, an interest in:
•

the formation or promotion of the Company;

•

property acquired or proposed to be acquired by the Company in connection with its formation or promotion, or in connection with the Offer; or

•

the Offer,

and no amount (whether in cash, Shares or otherwise) has been paid or agreed to be paid, nor has any benefit been given or agreed to be given to any such
persons for services in connection with the formation or promotion of the Company or the Offer or to any Director or proposed Director to induce them to
become, or qualify as, a director of the Company.
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6.3.1

Directors’ interests and remuneration

6.3.1.1 Chief Executive Officer
Details of the terms of the employment of the Chief Executive Officer, Heath Sharp, are set out in Section 6.3.2.1.

6.3.1.2 Non-Executive Directors
Under the Constitution, the Board may decide the remuneration from the Company to which each Director is entitled for his or her services as a Director. The
total aggregate amount provided to all Non-Executive Directors for their services as Directors must not exceed in any financial year the amount fixed by the
Company in general meeting. This amount has been fixed at $1,000,000.
For its initial year following Listing, the annual base Non-Executive Directors’ fees currently agreed to be paid by the Company to each Non-Executive Director
except for the Chairman (see below) are $120,000 (including superannuation and committee fees). No additional fees will be paid to the chair, or members,
of the Audit and Risk Committee or the Nomination and Remuneration Committee. The fees paid to Non-Executive Directors may be amended in subsequent
years.
In addition, the Company will issue to each of Russell Chenu, Stuart Crosby and Ross Dobinson $50,000 worth of Shares at the Final Price under the Offer, in
consideration for services provided to the Company prior to Listing.
For the Company’s initial three years following Listing, Jonathan Munz (Chairman) has waived his entitlement to any Non-Executive Director and committee
fees.
Jonathon Munz is associated with the Existing Owners. Under the terms of the Restructure Agreements, the Existing Owners have received, or will receive the
proceeds of the Offer (which will depend on the Final Price and is expected to be between $715.1 million and $918.8 million based on the Indicative Price
Range) less the costs of the Offer (which will depend on the level of any discretionary incentive fees that are paid to professional advisers and is expected to
be between $25.74 million and $41.48 million), $160.0 million from a drawdown of the Banking Facilities (which will be used by GSA Group to repay its existing
debt) and Shares. The Share component of the consideration for the Reliance Entities will result in the Existing Owners holding 30% to 40% of the Shares on
Completion of the Offer.1 Jonathon Munz has, and will have, an interest in all of the Shares held by the Existing Owners.

6.3.1.3 Other remuneration arrangements
Directors may also be paid for travel and other expenses incurred in attending to the Company’s affairs, including attending and returning from general
meetings of the Company or meetings of the Board or of committees of the Board. Any Director who performs extra services, makes any special exertions for
the benefit of the Company or who otherwise performs services which, in the opinion of the Board, are outside the scope of the ordinary duties of a NonExecutive Director, may be remunerated for the services (as determined by the Board) out of the funds of the Company.
There are no retirement benefit schemes for Directors, other than statutory superannuation contributions.

1

Shares held will depend on the Existing Owners’ retained interest in Relaince (see Section 7.1 for further details). The above percentages assume that no
Market Stabilisation Activities are undertaken (see Section 7.6 for further details).
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6.3.1.4 Directors’ shareholdings
Directors are not required under the Constitution to hold any Shares. The Directors (and their associates) are entitled to subscribe for Shares under the Offer.
The table below outlines the Shares expected to be held by Directors (either directly or through beneficial interests or entities associated with the Director)
on the Prospectus Date, on Completion of the Offer and following the end of the Stabilisation Period assuming maximum Market Stabilisation Activities (see
Section 7.6 for further details of Market Stabilisation Activities).
All Shares held or controlled by Jonathan Munz and Heath Sharp on Completion of the Offer will be subject to voluntary escrow arrangements as outlined in
Section 7.7. Shares held by Russell Chenu, Stuart Crosby and Ross Dobinson will not be subject to voluntary escrow arrangements.

Number of Shares held
on Completion of the
Offer5

Percentage of Shares
held on Completion of
the Offer

Percentage of Shares
held assuming maximum
Market Stabilisation
Activities

157,500,000 – 210,000,0001

30.0% – 40.0%2

37.0% – 46.0%3

Russell Chenu

42,017

0.0%

0.0%

Stuart Crosby

105,042

0.0%

0.0%

Ross Dobinson

21,008

0.0%

0.0%

Heath Sharp

840,336

0.2%

0.2%

Director
Jonathan Munz4

1 Shares held or controlled by Jonathan Munz will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further details).
2 Shares held or controlled by Jonathan Munz will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further details).
3 Shares held by the Existing Owners and new Shareholders at the end of the Stabilisation Period will depend on the Existing Owners’ retained interest in
Reliance (see Section 7.1 for further details) assuming that the maximum number of Shares is purchased by the Stabilisation Manager under the Market
Stabilisation Activities and transferred to GSA International under the terms of the Stabilisation Manager Deed (see Section 7.6 for further details).
4 Jonathan Munz’s interest is held through GSA International and Jayburn, which are entities associated with Mr Munz and the Munz family.
5 Number of Shares for Directors are based on mid-point of Indicative Price Range ($2.38 per Share).

6.3.1.5 Deeds of indemnity, insurance and access
The Company has entered into a deed of indemnity, insurance and access with each Director, which confirms the Director’s right of access to Board papers
and requires the Company to indemnify the Director, on a full indemnity basis and to the full extent permitted by law, against all losses or liabilities (including
all reasonable legal costs) incurred by the Director as an officer of the Company or of a related body corporate. Under the deeds of indemnity, insurance and
access, the Company must maintain a directors and officers insurance policy insuring a Director (among others) against liability as a Director and officer of
the Company and its subsidiaries until seven years after a Director ceases to hold office as a Director or a director of a related body corporate (or the date any
relevant proceedings commenced (and notified by the Director to the Company) during the seven year period have been finally resolved).
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6.3.2

Senior management’s interests and remuneration

6.3.2.1 Chief Executive Officer
Details of the terms of the employment of the Chief Executive Officer, Heath Sharp, are set out below.

Term

Description

Employer

Heath Sharp is employed by Reliance Worldwide Corporation (a Reliance Entity, which carries on Reliance’s
operations in the USA).

Term

Initial period of four years from the date of Listing, then one year rolling periods unless either party provides 90
days notice of non-renewal.

Annual base salary

Under the terms of his employment agreement, Heath is entitled to receive an annual base salary package
of US$1,150,000 (subject to customary withholding and taxes in the United States). Heath does not receive
additional Director’s fees.

Short-term incentive (STI)

Heath does not currently have a formal STI opportunity. The Company may, however, make annual or discretionary
STI awards to Heath in the future.

Long-term incentive (LTI)

Heath is entitled to participate in the Reliance Worldwide Corporation Limited Equity Incentive Plan (Plan) (refer
Section 6.3.3 for further details). The Company intends to make a LTI grant of Options to Heath, with a face value
of $10 million under the Plan at or shortly after Listing.
The key terms and conditions (including the exercise price, performance period and vesting conditions)
applicable to the Options are set out in Section 6.3.3.

Termination

Termination by Reliance Worldwide Corporation
Heath’s employment may be terminated without cause by Reliance Worldwide Corporation upon giving 90 days’
written notice. In such circumstances, Heath is entitled to 24 months’ severance pay (inclusive of any notice
period), plus his “Accrued Obligations”, being his accrued but unpaid annual base salary, any accrued and
unused vacation pay and any earned but unpaid performance bonus. He is also eligible for a pro rata bonus for
the days he was employed during the fiscal year and payment of health insurance premiums during the period of
severance pay. Reliance Worldwide Corporation may require Heath to work for all or part of the notice period.
Heath’s employment may be terminated for cause by Reliance Worldwide Corporation at any time. In such
circumstances, Heath is entitled to be paid his Accrued Obligations (excluding any earned but unpaid
performance bonus). He is also entitled to continuation of benefits under the employer’s welfare and benefit plans
and is eligible for continuing health insurance coverage under the Consolidated Omnibus Budget Reconciliation
Act of 1985.
Termination by Heath
Heath may terminate his employment with or without “Good Reason”. Good Reason includes, but is not limited
to, a material adverse change in title, authorities, duties or responsibilities, reduction in base salary, a relocation
out of Atlanta, Georgia USA or material breach by the employer of a material provision of Heath’s employment
contract.
Where Heath terminates for Good Reason, he is entitled to 24 months’ severance pay and his Accrued
Obligations. He is also eligible for a pro rata bonus for the days he was employed during the fiscal year and
payment of health insurance premiums during the period of severance pay.
Where Heath terminates without Good Reason, he needs to provide 12 months’ notice. He is entitled to receive
his Accrued Obligations (excluding any earned but unpaid performance bonus) and to continuation of benefits
under the employer’s welfare and benefit plans. He will also be eligible for continuing health insurance coverage
under the Consolidated Omnibus Budget Reconciliation Act of 1985. Reliance Worldwide Corporation may require
Heath to work for all or part of the notice period.
Termination due to death or disability
Where termination is due to death or disability, Heath (or his legal representative, if applicable) is entitled to be
paid his Accrued Obligations and a pro rata bonus for the days he was employed during the fiscal year. He will
also be eligible for continuing health insurance coverage under the Consolidated Omnibus Budget Reconciliation
Act of 1985.
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Term

Description
Termination on notice of non-renewal
If Reliance Worldwide Corporation provides notice of non-renewal, Heath is entitled to his Accrued Obligations
and 12 months’ severance pay. He is also eligible for a pro rata bonus for the days he was employed during the
fiscal year and payment of health insurance premiums during the period of severance pay.
If Heath provides notice of non-renewal, he is entitled to receive his Accrued Obligations (excluding any earned
but unpaid performance bonus) and continuation of benefits under the employer’s welfare and benefit plans.
He will also be eligible for continuing health insurance coverage under the Consolidated Omnibus Budget
Reconciliation Act of 1985.
Termination benefits approvals
All payments on termination will be subject to the termination benefits cap under the Corporations Act.
The Shareholders of the Company and the shareholders of Reliance Worldwide Corporation have approved
the provision of benefits on cessation of employment to Heath including the benefits summarised in this
section 6.3.2.1.

Restraint

Heath’s employment agreement also includes a restraint of trade, which operates for a maximum period of 24
months following cessation of employment. The enforceability of the restraint of trade clause is subject to all usual
legal requirements.

6.3.2.2 Chief Financial Officer
Details of the terms of the employment of the Chief Financial Officer, Terry Scott, are set out below.

Term

Description

Employer

Terry Scott is employed by the Company.

Term

Two years from the date of Listing.

Total fixed remuneration

Under the terms of his employment agreement, Terry is entitled to receive total fixed remuneration package of
$800,000 per annum (inclusive of base salary and compulsory superannuation contributions).

STI

Terry does not currently have a formal STI opportunity. The Company may, however, make annual or discretionary
STI awards to Terry in the future.

LTI

Terry does not currently have a LTI award.

Termination

Terry’s employment may be terminated without cause by the Company upon giving three months’ written notice.
If Terry’s employment is terminated in such circumstances, the Company may elect to make a payment in lieu of
part or all of the notice period or may require Terry to work for part of the notice period.
Terry’s employment may also be terminated by the Company without notice in certain circumstances including
serious misconduct.
There is no notice period for termination by Terry prior to the expiry of his employment term.
All payments on termination will be subject to the termination benefits cap under the Corporations Act.
The Shareholders of the Company have approved the provision of benefits on cessation of employment to Terry
including the benefits summarised in this Section 6.3.2.2.

Restraint

Terry’s employment agreement also includes a restraint of trade, which operates for a maximum period of 12
months following cessation of employment. The enforceability of the restraint of trade clause is subject to all usual
legal requirements.

The shareholders of the Company and Reliance Worldwide Corporation (as applicable) have approved, in accordance with the Corporations Act, the provision
of certain benefits on cessation of employment to current and future key management personnel of Reliance.

6.3.2.3 Other interests of the CEO and CFO
The CEO, Heath Sharp, intends to apply for $2 million worth of Shares at the Final Price using the after-tax proceeds of an incentive payment of $5 million
from GSA Group. This incentive payment is in recognition of past services provided by Heath to GSA Group. The number of Shares that Heath will hold
on Completion of the Offer is set out in Section 6.3.1.4. All of the Shares that Heath holds on Completion of the Offer will be subject to voluntary escrow
arrangements as outlined in Section 7.7.
The CFO, Terry Scott, intends to apply for $1.6 million worth of Shares at the Final Price using a proportion of the after-tax proceeds of an incentive payment
of $4 million from GSA Group. This incentive payment is in recognition of past services provided by Terry to GSA Group. All of the Shares that Terry holds on
Completion of the Offer will be subject to voluntary escrow arrangements as outlined in Section 7.7.
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6.3.3

Executive and employee incentive arrangements

The Company has established the Reliance Worldwide Corporation Limited Equity Incentive Plan (Plan) to assist in the motivation, retention and reward of
senior management. The Plan is designed to align the interests of employees with the interests of Shareholders by providing an opportunity for employees to
receive an equity interest in the Company.
The Plan provides flexibility for the Company to grant rights, options and/or restricted Shares as incentives, subject to the terms of individual offers and the
satisfaction of performance conditions determined by the Board from time to time.
The Company intends to make a long-term incentive grant of Options with a face value of $10 million to the CEO, Heath Sharp, under the Plan (LTI Offer). The
final number of Options awarded to the CEO will be calculated by dividing $10 million by the Final Price.
The key terms of the LTI Offer to the CEO under the Plan are set out in the table below:
Eligibility

Offers may be made at the Board’s discretion to employees of the Company or any other person that the Board
determines to be eligible to receive a grant under the Plan.
The LTI Offer is being made to the CEO, Heath Sharp.

Offers under the Plan

Under the Plan, the Board may make an equity incentive grant offer at its discretion, subject to any requirements
for Shareholder approval. The Board has the discretion to set the terms and conditions on which it will offer an
equity incentive grant in an individual offer document. An offer must be accepted by the participant and can be
made on an opt-in or opt-out basis.
The LTI Offer to the CEO will be made shortly after Listing (and no later than 12 months from Listing), and will be
made on an opt-out basis.

Grant of Options

The LTI Offer is a grant of Options made under the Plan. An Option entitles the CEO to acquire a Share upon
payment of the applicable exercise price at the end of the performance period, subject to meeting specific
performance conditions.

Grant price

Options will be granted to the CEO for nil consideration under the LTI Offer.

Exercise Price

Under the LTI Offer, an exercise price per Option of the Final Price, being the issue price of the Shares on Listing,
is payable on exercise of the Options (Exercise Price).

Performance Period

The LTI Offer will be subject to a performance period commencing on the date of the Listing and ending on 30
June 2022 (Performance Period).

Vesting conditions and vesting

Under the LTI Offer, Options will vest and become exercisable subject to the satisfaction of vesting conditions
described below.
1. Gateway hurdle
No Options granted under the LTI Offer will vest unless the CEO remains employed by Reliance until 30 June
2022.
2. Performance conditions
In addition to the gateway hurdle, the Options are subject to two performance conditions as follows:
•

30% of the Options will be subject to a net profit after tax (NPAT) performance condition, which is based on the
Company meeting or exceeding its pro forma NPAT forecast for the year ending 30 June 2017, as stated in this
Prospectus (NPAT Hurdle); and

•

70% of the Options will be subject to a relative total shareholder return (TSR) performance condition, which
compares the TSR performance of the Company with the TSR performance of each of the entities in the ASX200
(excluding mining and energy companies) over the period from Listing to 30 June 2021 (TSR Hurdle).

The percentage of Options that vest in relation to the TSR Hurdle, if any, will be determined by reference to the
following vesting schedule:

Relative TSR ranking

% of Options that vest subject to the TSR Hurdle

Below 50 percentile

Nil

th

50 percentile

50%

Between 50th and 75th percentile

Pro rata straight line vesting from 50% to 100%

75 percentile or above

100%

th

th

The number of Options that vest and become exercisable (if any) will be determined, shortly after the end of the
Performance Period. Any Options that remain unvested will lapse immediately.
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Exercise of Options

The CEO may exercise any vested Options granted under the LTI Offer by 30 June 2031. After 30 June 2031, any
unexercised Options will lapse.
In order to exercise the Options, the CEO must submit an exercise notice and pay the Exercise Price.

Rights associated with Options

The Options granted under the LTI Offer do not carry dividends or voting rights prior to vesting and exercise.
Shares allocated upon exercise of Options carry the same dividend and voting rights as other Shares.

Restrictions on dealing

The CEO must not sell, transfer, encumber, hedge or otherwise deal with the Options comprising the LTI Offer.
The CEO will be free to deal with the Shares allocated on exercise of the Options comprising the LTI Offer, subject
to the requirements of the Company’s Securities Dealing Policy.

Cessation of employment

If the CEO ceases to be employed by Reliance, any unvested Options held under the LTI Offer will lapse unless
the Board determines otherwise in its absolute discretion.
If Options under the LTI Offer have vested but are unexercised:

Clawback and preventing
inappropriate benefits

Change of control

6.3.4

•

where the CEO is terminated for cause, the vested Options will lapse unless the Board determines otherwise; or

•

where the CEO ceases employment for any other reason, the vested Options will remain on foot for the original
exercise period.

Under the Plan rules and the terms of the LTI Offer, the Board has clawback powers which it may exercise if,
among other things:
•

the participant has acted fraudulently or dishonestly, has engaged in gross misconduct, or breached their duties
to Reliance, or the Company is required by or entitled under law or Company policy to reclaim remuneration from
the participant; or

•

the participant’s entitlements vest as a result of the fraud, dishonesty or breach of duty of any other person and
the Board is of the opinion that the Options would not have otherwise vested.

Under the Plan rules and the terms of the LTI Offer, the Board may determine in its absolute discretion that some
or all of the CEO’s Options will vest and become exercisable on a change of control.

Interests of advisers

Reliance has engaged the following professional advisers in relation to the Offer:
•

J.P. Morgan has acted as Sole Global Coordinator to the Offer. The Company has paid, or agreed to pay, J.P. Morgan the amount described in Section 9.4.1.1
in accordance with the terms of the Offer Management Agreement.

•

J.P. Morgan and Macquarie have each acted as Joint Lead Managers to the Offer. The Company has paid, or agreed to pay, each of the Joint Lead
Managers the amount described in Section 9.4.1.1 in accordance with the terms of the Offer Management Agreement.

•

Evans and Partners Pty Ltd and Morgans Corporate Limited have each acted as Co-Lead Managers to the Offer. The Joint Lead Managers have paid, or
agreed to pay, each of Evans and Partners Pty Ltd and Morgans Corporate Limited a base fee of $100,000, a broker firm fee of 1.25% of their Broker Firm
Offer allocation and a discretionary incentive fee of up to 0.25% of their Broker Firm Offer allocation, out of the fees payable by the Company to the Joint
Lead Managers.

•

Ord Minnett Limited and Macquarie Equities Limited have each acted as Co-Managers to the Offer. The Joint Lead Managers have paid, or agreed to pay,
each of Ord Minnett Limited and Macquarie Equities Limited a broker firm fee 1.25% of their Broker Firm Offer allocation, out of the fees payable by the
Company to the Joint Lead Managers.

•

Oaktower Partnership Pty Ltd has acted as financial adviser in relation to the Offer. The Company has paid, or agreed to pay, aproximately $3.7 million for
these services as at the Prospectus Date.

•

Herbert Smith Freehills and Herbert Smith Freehills LLP have acted as Australian legal adviser and special United States legal adviser respectively to the
Company in connection with the Offer (excluding in relation to taxation and stamp duty matters). The Company has paid, or agreed to pay, approximately
$1.675 million (excluding disbursements and GST) to Herbert Smith Freehills, and approximately $125,000 (excluding disbursements and GST) to Herbert
Smith Freehills LLP, for these services at the Prospectus Date. Further amounts may be paid to Herbert Smith Freehills or Herbert Smith Freehills LLP in
accordance with their timed-based charge-out rates.

•

Russell McVeagh has acted as New Zealand legal adviser to the Company in connection with the Offer. The Company has paid, or agreed to pay,
approximately $32,000 (excluding disbursements and GST) for these services at the Prospectus Date. Further amounts may be paid to Russell McVeagh in
accordance with its time-based charge-out rates.

•

KPMG Transaction Services, a division of KPMG Financial Advisory Services (Australia) Pty Limited, has acted as the Investigating Accountant and provided
tax due diligence services in connection with the Offer. KPMG Transaction Services has prepared the Investigating Accountant’s Report included in this
Prospectus in Section 8. The Company has paid, or agreed to pay, approximately $260,000 (excluding disbursements and GST) for these services at the
Prospectus Date. For further details of the fees the Company has paid, or agreed to pay, refer to the Financial Services Guide attached to the Investigating
Accountant’s Report. Further amounts may be paid to KPMG Financial Advisory Services (Australia) Pty Ltd in accordance with its time-based charge-out
rates.
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•

KPMG has acted as taxation adviser in relation to the Restructure and in connection with the Offer. The Company has paid, or agreed to pay, approximately
$490,000 (excluding disbursements and GST) for those services at the Prospectus Date. Further amounts may be paid to KPMG in accordance with its
time-based charge-out rates.

•

KPMG is the auditor of the Company. KPMG received fees of approximately $311,000 (excluding disbursements and GST) with respect to the audit and
review (as relevant) of the Historical Financial Information.

6.4

Corporate governance

This Section 6.4 explains how the Board will oversee the management of the Company’s business. The Board is responsible for the overall corporate
governance of the Company. Details of the Company’s key policies and practices and the charters for the Board and each of its committees will be available
from Listing at http://www.rwc.com.
The Board monitors the operational and financial position and performance of the Company and oversees its business strategy, including approving the
strategic objectives, plans and budgets of the Company. The Board is committed to protecting and optimising performance and building sustainable value
for Shareholders. In conducting business with these objectives, the Board seeks to ensure that the Company is properly managed to protect and enhance
Shareholder interests, and that the Company, and its Directors, officers and personnel operate in an appropriate environment of corporate governance.
Accordingly, the Board has created a framework for managing the Company, including adopting relevant internal controls, risk management processes and
corporate governance policies and practices that it believes are appropriate for the Company’s business and that are designed to promote the responsible
management and conduct of the Company.
The main policies and practices adopted by the Company, which will take effect from Listing, are summarised below. In addition, many governance elements
are contained in the Constitution.

6.4.1 ASX Corporate Governance Council’s Corporate Governance Principles
and Recommendations
The Company is seeking a listing on the ASX. The ASX Corporate Governance Council has developed and released its Corporate Governance Principles and
Recommendations 3rd edition (ASX Recommendations) for entities listed on the ASX in order to promote investor confidence and to assist companies to
meet stakeholder expectations.
The ASX Recommendations are not prescriptions, but guidelines. Under the ASX Listing Rules, the Company will be required to provide a statement in its
annual report or on its website disclosing the extent to which it has followed the ASX Recommendations during each reporting period. Where the Company
does not follow an ASX Recommendation, it must identify the recommendation that has not been followed and give reasons for not following it. The Company
intends to comply with all of the ASX Recommendations from the time of its Listing, with the exception of ASX Recommendation 2.5.
ASX Recommendation 2.5 provides that the chair of the board of a listed entity should be an independent director. Mr Jonathan Munz and entities associated
with the Munz family, will, following Completion of the Offer, hold approximately 30 to 40% of the Shares1. Mr Munz has also held a number of executive roles
with Reliance over the last 30 years. Accordingly, Mr Munz is not considered to be an independent Director. However, the Board considers that Mr Munz is
the most appropriate person to lead the Board as Chairman because of his extensive and unparalleled knowledge of the Company and its markets, growth
prospects and management structure.

6.4.2

Board appointment and composition

The Board is comprised of five Directors, comprising the Chairman, an Executive Director and three independent Non-Executive Directors. The Board
considers a Director to be independent where he or she is independent of management and is free of any business or other relationship that could materially
interfere with, or could reasonably be perceived to interfere with the exercise of their unfettered and independent judgement. The Board will consider the
materiality of any given relationship on a case-by-case basis. The Board reviews the independence of each Non-Executive Director in light of information
disclosed to the Board.
The Board Charter sets out guidelines to assist in considering the independence of Directors and has adopted a definition of independence that is based on
that set out in the ASX Recommendations.
The Board considers that each of Russell Chenu, Stuart Crosby, and Ross Dobinson are free from any business or any other relationship that could
materially interfere with the independent exercise of their judgement and are able to fulfil the role of an independent Director for the purposes of the ASX
Recommendations.
As described in Section 6.4.1, the Chairman, Mr Jonathan Munz, is not currently considered by the Board to be an independent Director. Mr Heath Sharp is
also not currently considered by the Board to be an independent Director given his role as CEO of the Company.
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6.4.3

Board Charter

The Board has adopted a written charter to provide a framework for the effective operation of the Board, which sets out:
•

the Board’s composition;

•

the Board’s role and responsibilities;

•

the relationship and interaction between the Board and management; and

•

the authority delegated by the Board to management and Board committees.

The Board’s role is to:
•

represent and serve the interests of Shareholders by overseeing and appraising the Company’s strategies, policies and performance. This includes
overseeing the financial and human resources the Company has in place to meet its objectives and reviewing management performance;

•

protect and optimise Company performance and build sustainable value for Shareholders in accordance with any duties and obligations imposed on the
Board by law and the Company’s Constitution and within a framework of prudent and effective controls that enable risk to be assessed and managed;

•

set, review and ensure compliance with the Company’s values and governance framework (including establishing and observing high ethical standards);
and

•

ensure Shareholders are kept informed of the Company’s performance and major developments affecting its state of affairs.

The management function is conducted by, or under the supervision of, the CEO as directed by the Board (and by other officers to whom the management
function is properly delegated by the CEO). Management must supply the Board with information in a form, timeframe and quality that will enable the Board to
discharge its duties effectively. Directors are entitled to request additional information at any time when they consider it appropriate.
The Board collectively, and each Director individually, has the right to seek independent professional advice, subject to the approval of the Chairman or the
Board as a whole.

6.4.4

Board committees

The Board may from time to time establish committees to streamline the discharge of its responsibilities. The Board will establish an Audit and Risk Committee
and a Nomination and Remuneration Committee. Other committees may be established by the Board as and when required.

6.4.4.1 Audit and Risk Committee
Under its charter, this committee must consist of a minimum of three members of the Board, only Non-Executive Directors, a majority of independent Directors
and an independent chair who is not chairman of the Board. The Audit and Risk Committee will comprise:
•

Russell Chenu (chair);

•

Jonathan Munz; and

•

Ross Dobinson.

The Audit and Risk Committee’s responsibilities include:
•

overseeing the Company’s relationship with the external auditor and the external audit function generally;

•

overseeing the Company’s relationship with the internal auditor and the internal audit function generally;

•

overseeing the preparation of the financial statements and reports;

•

overseeing the Company’s financial controls and systems; and

•

managing the process of identification and management of risk.

Non-committee members, including members of management and the external auditor, may attend all or part of a meeting of the committee at the invitation of
the committee chair.
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6.4.4.2 Nomination and Remuneration Committee
Under its charter, this committee must consist of a minimum of three members, only Non-Executive Directors, a majority of independent Directors and an
independent Director as chair. The Nomination and Remuneration Committee will comprise:
•

Stuart Crosby (chair);

•

Jonathan Munz; and

•

Ross Dobinson.

The responsibilities of the Nomination and Remuneration Committee include:
•

reviewing and recommending to the Board remuneration and employment arrangements for the CEO and the Non-Executive Directors;

•

reviewing and approving remuneration and employment arrangements for the CEO’s direct reports;

•

overseeing the operation of the Company’s employee equity incentive plans and recommending to the Board whether offers are to be made under any or
all of the Company’s employee equity incentive plans in respect of a financial year;

•

reviewing and making recommendations to the Board on remuneration by gender;

•

approving the appointment of remuneration consultants for the purposes of the Corporations Act;

•

reviewing and recommending to the Board the annual remuneration report prepared in accordance with the Corporations Act for inclusion in the annual
Directors’ Report in the annual report;

•

reviewing and facilitating Shareholder and other stakeholder engagement in relation to the Company’s remuneration policies and practices;

•

assisting the Board in developing a Board skills matrix;

•

reviewing and recommending to the Board the size and composition of the Board including reviewing Board succession plans;

•

reviewing and recommending to the Board the criteria for nomination as a Director and the membership of the Board more generally;

•

assisting the Board in relation to the performance evaluation of the Board, its committees and individual Directors;

•

ensuring that processes are in place to support Director induction and ongoing education and regularly reviewing the effectiveness of these processes;

•

in accordance with the Diversity Policy, reviewing the measurable objectives for achieving gender diversity set by the Board on an annual basis and
recommending any changes to the Board; and

•

on an annual basis, reviewing the relative proportion of women and men on the Board, in senior executive positions and in the workforce at all levels of
Reliance.

6.4.5

Corporate governance policies

The Board has adopted the following corporate governance policies, each having been prepared having regard to the ASX Recommendations and which are
available on the Company’s website at http://www.rwc.com.

6.4.5.1 Continuous Disclosure Policy
Once listed, the Company will be required to comply with the continuous disclosure requirements of the ASX Listing Rules and the Corporations Act. The
Company is aware of its obligation to keep the market fully informed of any information the Company becomes aware of concerning the Company, which may
have a material effect on the price or value of the Company’s securities, subject to certain exceptions.
The Company has adopted a Continuous Disclosure Policy to take effect from Listing that establishes procedures aimed at ensuring the Company fulfils its
obligations in relation to the timely disclosure of material price-sensitive information.
The Company also aims to communicate all important information relating to the Company to its Shareholders. Additionally, the Company recognises that
potential investors and other interested stakeholders may wish to obtain information about the Company from time to time. To achieve this, the Company will
communicate information regularly to Shareholders and other stakeholders through a range of forums and publications, including the Company website, at the
annual general meeting, and through the Company’s annual report and ASX announcements.
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6.4.5.2 Securities Dealing Policy
The Company has adopted a Securities Dealing Policy that is intended to explain the types of conduct in relation to dealings in securities that are prohibited by
law and establish procedures for the buying and selling of securities that protect the Company, Directors and employees against the misuse of unpublished
information, which could materially affect the price or value of the Company’s securities.
The Policy provides that Directors, employees and their connected persons must not:
•

deal in the Company’s securities when they are aware of ‘inside’ information;

•

deal in the Company’s securities on a short-term trading basis (except in exceptional circumstances with approval); and

•

hedge unvested equity remuneration or vested equity subject to holding locks.

In addition, Directors, certain restricted employees and their connected persons must not deal in the Company’s securities during any of the following blackout
periods (except in exceptional circumstances with approval):
•

the period from the close of trading on the ASX on 30 June each year, or if that date is not a trading day, the last trading day before that day, until the day
following the announcement to the ASX of the full-year results;

•

the period from the close of trading on the ASX on 31 December each year, or if that date is not a trading day, the last trading day before that day, until the
day following the announcement to the ASX of the half-year results; and

•

any other period that the Board specifies from time to time.

Outside of these periods, Directors and certain employees must receive prior approval for any proposed dealing in the Company’s securities (including
any proposed dealing by one of their connected persons), and in all instances, buying or selling securities is not permitted at any time by any person who
possesses ‘inside’ information.

6.4.5.3 Code of Conduct
The Board recognises the need to observe the highest standards of ethics, integrity and behaviour. Accordingly, the Board has adopted a formal Code of
Conduct that outlines how the Company expects its employees and Directors to behave during the course of their employment in dealing with employees,
suppliers and customers of the business. The key aspects of this Code are to:
•

comply with all Company policies, procedures, rules and regulations;

•

be honest and fair in dealings with customers, clients, co-workers, Company management and the general public;

•

protect from unauthorised use any information, records or other materials acquired during the course of employment with the Company; and

•

respect the Company’s ownership of assets and property.

6.4.5.4 Diversity Policy
The Board has formally approved a Diversity Policy in order to, among other matters, address the representation of women in senior management positions
and on the Board, and to actively facilitate a more diverse and representative management and leadership structure. The Board will include in the Annual
Report each year a summary of the Company’s progress towards achieving the measurable objectives set under the Diversity Policy for the year to which the
Annual Report relates and details of the measurable objectives set under the Diversity Policy for the subsequent financial year.

6.4.5.5 Communication with Shareholders
The Company aims to communicate all important information relating to the Company to its Shareholders. Additionally, the Company recognises that potential
investors and other interested stakeholders may wish to obtain information about the Company from time to time. To achieve this, the Company communicates
information regularly to Shareholders and other stakeholders through a range of forums and publications, including the Company’s website, at the annual
general meeting, through the annual report and ASX announcements.

6.5

Related party transactions

6.5.1

Shared Services Agreement

GSA Industries Pty Ltd (a wholly owned subsidiary of GSA Group) and the Company have entered into a shared facilities and services agreement (Shared
Services Agreement) dated 3 March 2016 under which Reliance will share a common premises with GSA Group in Melbourne, and be permitted to use
certain facilities such as office space and car parking and will have signage rights. The initial term of the Shared Services Agreement is two years (which may
be renewed by either party by giving six months’ notice to the other party). Reliance must pay an annual fee of approximately $100,000 (plus GST) to GSA
Industries Pty Ltd for the use of these facilities and services.
The Shared Services Agreement is on terms that are more favourable to Reliance than arm’s length terms.
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7.1

The Offer

This Prospectus relates to an initial public offering of 315.0 to 367.5 million Shares to be issued by the Company to raise $715.1 to $918.8 million, at an
Indicative Price Range of $2.27 to $2.50 per Share1. The Final Price per Share will be determined through the institutional bookbuild process described in
Section 7.5.2. The total number of Shares on issue at Completion of the Offer will be 525.0 million and all Shares will rank equally with each other.
Following Completion of the Offer, the Existing Owners will hold a maximum of 40% of the Shares on issue and reserve the right to retain at least a 30%
Shareholding2. Depending on the proportion of Shares retained by the Existing Owners, the Shares offered under this Prospectus will represent approximately
60% to 70% of the Shares on issue on Completion of the Offer.
Successful Applicants under the Offer will pay the Final Price. The Final Price will be determined at the conclusion of the institutional bookbuild process and
may be set at a price that is below, within or above the Indicative Price Range. See Section 7.5.3 for further details.
The Offer is made on the terms and is subject to the conditions set out in this Prospectus.

7.1.1

Structure of the Offer

The Offer comprises:
•

the Broker Firm Offer, which is open to Australian and New Zealand resident retail clients of Brokers who have received a firm allocation of Shares from their
Broker (see Section 7.3);

•

the Priority Offer, which is open to selected investors nominated by Reliance (see Section 7.4); and

•

the Institutional Offer, which is an invitation to bid for Shares made to Institutional Investors: (1) in Australia and New Zealand and a number of other eligible
jurisdictions under the Prospectus, and (2) in the United States under the U.S. Offering Memorandum (see Section 7.5).

7.1.2

Purpose of the Offer

The Offer is being conducted to:
•

enable the Existing Owners to realise part of their investment in Reliance;

•

provide a liquid market for Shares; and

•

provide the Company with access to capital markets to improve capital management flexibility.

7.1.3

Sources and uses of funds

The proceeds of the Offer received by the Company and funds used from a drawdown of the Banking Facilities will be applied as set out in the table below.
The figures in the table below assume the Final Price is at the mid-point of the Indicative Price Range.

Figure 7.0: Sources and uses of funds (at Completion of the Offer)
Source of funds

$ million

Uses of funds

$ million

Cash proceeds received for Shares issued under
the Offer2

749.7

Purchase of Existing Owners’ shares in the
Reliance Entities

Drawdown of Banking Facilities

160.0

Costs of the Offer

Total sources of funds

909.7

Total uses of funds

1

873.5
36.2
909.7

1. Includes the payment of certain adviser and other fees described in Sections 6.3.4 and 9.13.
2. Assumes 315.0 million of Shares available under the Offer at the mid-point of the Indicative Price Range ($2.38 per Share).

1

The number of Shares offered under the Offer and the proceeds of the Offer will depend on the Existing Owners’ retained interest in Reliance.

2

The percentage Shareholding of the Existing Owners on Completion of the Offer may subsequently increase if Shares are purchased by the Stabilisation
Manager under the Market Stabilisation Activities and transferred to GSA International under the terms of the Stabilisation Manager Deed (see Section 7.6
for further details).
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7.1.4

Shareholding structure

As at the Prospectus Date, Jayburn (being one of the Existing Owners) holds 100% of the Shares3. The Company is undertaking the Restructure in connection
with the Offer (see Sections 3.1.2 and 9.4.2 for further details).
The details of the ownership of Shares on Completion of the Offer and following the end of the Stabilisation Period (assuming maximum Market Stabilisation
Activities) are set out below:

Figure 7.1: Shareholding structure

Number of Shares held
on Completion of the
Offer1

Shareholding on
Completion of
the Offer (%)2

Shareholding
assuming maximum
Market Stabilisation
Activities (%)3

Existing Owners4

157,500,000 – 210,000,000

30.0% – 40.0%

37.0% – 46.0%

New Shareholders

315,000,000 – 367,500,000

60.0% – 70.0%

54.0% – 63.0%

Directors

1,008,403

0.2%

0.2%

777,311

0.1%

0.1%

525,000,000

100%

100%

Shareholder

5

Management6
Total

1. Shares held by the Existing Owners and new Shareholders will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further
details). Number of Shares for Directors and Management are based on mid-point of Indicative Price Range ($2.38 per Share).
2. Shares held by the Existing Owners and new Shareholders will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further
details).
3. Shares held by the Existing Owners and new Shareholders at the end of the Stabilisation Period will depend on the Existing Owners’ retained interest in
Reliance (see Section 7.1 for further details) assuming that the maximum number of Shares is purchased by the Stabilisation Manager under the Market
Stabilisation Activities and transferred to GSA International under the terms of the Stabilisation Manager Deed (see Section 7.6 for further details).
4. The Existing Owners are GSA International and Jayburn, each of which are entities associated with Jonathan Munz (Chairman) and the Munz family.
All Shares held by the Existing Owners on Completion of the Offer and following the end of the Stabilisation Period will be subject to voluntary escrow
arrangements (see Section 7.7 for further details).
5. Excludes Shares in which Jonathan Munz (Chairman) has an interest through the Shareholding of the Existing Owners. See Section 6.3.1.4 for details of
Director Shareholdings. All Shares held by the CEO, Heath Sharp on Completion of the Offer will be subject to voluntary escrow arrangements (see Section
7.7 for further details). Shares held by the Non-Executive Directors on Completion of the Offer will not be escrowed.
6. Includes Shares to be held by the CFO, Terry Scott (see Section 6.3.2.3 for further details). All Shares held by the CFO on Completion of the Offer will be
subject to voluntary escrow arrangements (see Section 7.7 for further details).

7.1.5

Control implications of the Offer

Up to 46% of the Shares on issue after Completion of the Offer and after the Stabilisation Period will be held by the Existing Owners.4

7.1.6

Potential effect of the fundraising on the future of the Company

The Directors believe that following Completion of the Offer, Reliance will have sufficient working capital to carry out its stated objectives.

3

Excluding two redeemable preference shares issued for nominal consideration that will be redeemed at their face value following Completion of the Offer.

4

Assumes that the Existing Owners elect to retain the maximum interest in Reliance (see Section 7.1 for further details) and that the maximum number
of Shares is purchased by the Stabilisation Manager under the Market Stabilisation Activities and transferred to GSA International under the terms of the
Stabilisation Manager Deed (see Section 7.6 for further details).
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7.2

Terms and conditions of the Offer

Topic

Summary

What is the type of security
being offered?

Shares (being fully paid ordinary shares in the Company).

What are the rights and liabilities
attached to the security being
offered?

A description of the Shares, including the rights and liabilities attaching to them, is set out in Section 7.10.

What is the consideration payable
for each security being offered?

The Indicative Price Range for the Offer is $2.27 to $2.50 per Share. Successful Applicants under the Offer will pay
the Final Price, which will be determined at the conclusion of the institutional bookbuild and may be set below,
within or above the Indicative Price Range.
Applicants under the Broker Firm Offer and Priority Offer will apply for a set dollar amount of Shares. Accordingly,
Applicants will not know the number of Shares they will receive at the time they make their investment decision,
nor will they know the Final Price. Except as required by law, Applicants cannot withdraw or vary their Applications.

What is the Offer Period?

The key dates, including the details of the Offer Period relating to each component of the Offer are set out on
page 7. No Shares will be issued on the basis of this Prospectus later than the Expiry Date.
The Company, in agreement with the Joint Lead Managers, reserves the right to vary the dates of the Offer
(subject to the ASX Listing Rules and the Corporations Act) without prior notice, including to close the Offer early,
extend the date the Offer closes, accept late Applications or withdraw the Offer and the issue of Shares. If the
Offer is withdrawn before the issue of Shares, then all Application Payments will be refunded in full (without interest)
as soon as practicable in accordance with the requirements of the Corporations Act.

What are the cash proceeds
to be raised?

$749.7 million to $874.7 million is expected to be raised under the Offer.5

Is the Offer underwritten?

No. The Offer is not underwritten.

What is the minimum and maximum
Application size under the Broker
Firm Offer and Priority Offer?

The minimum Application under the Broker Firm Offer is $2,000 worth of Shares, and in multiples of $500 worth of
Shares thereafter. There is no maximum value of Shares that may be applied for under the Broker Firm Offer.
The Joint Lead Managers and the Company reserve the right to treat any Applications in the Broker Firm Offer
that are from persons who they believe may be Institutional Investors, as Final Price bids in the Institutional Offer
or to reject the Applications. The Joint Lead Managers and the Company also reserve the right to aggregate any
Applications that they believe may be multiple Applications from the same person.
Applications under the Priority Offer must be for a minimum of $2,000 worth of Shares and in multiples of $500
worth of Shares thereafter. Applicants under the Priority Offer are also guaranteed a minimum allocation of $2,000
worth of Shares. There is no maximum value of Shares that may be applied for under the Priority Offer.

What is the allocation policy?

The allocation of Shares between the Broker Firm Offer, Priority Offer and Institutional Offer will be determined
by the Company in agreement with the Joint Lead Managers, having regard to the allocation policies outlined in
Sections 7.3.6, 7.4.5 and 7.5.4.
For Broker Firm Offer participants, the relevant Broker will decide how it allocates Shares among its retail clients,
and it (and not the Company or the Joint Lead Managers) will be responsible for ensuring that retail clients who
have received an allocation from it receive the relevant Shares.
The allocation of Shares to participants under the Institutional Offer will be determined by the Company in
agreement with the Joint Lead Managers.
The allocation of Shares to participants under the Priority Offer will be determined by the Company in its absolute
discretion.

5

Assumes the Final Price is at the mid-point of the Indicative Price Range ($2.38 per Share). The Offer proceeds will depend on the Existing Owners’
retained interest in Reliance (see Section 7.1 for further details).
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Will the Shares be quoted?

The Company applied to the ASX on 12 April 2016 for admission to the official list and quotation of Shares on the
ASX (which is expected to be under the code ‘RWC’).
Completion of the Offer is conditional on the ASX approving this application. If approval is not given within three
months after such application is made (or any longer period permitted by law), the Offer will be withdrawn and all
Application Payments received will be refunded without interest as soon as practicable in accordance with the
requirements of the Corporations Act.
The Company will be required to comply with the ASX Listing Rules, subject to any waivers obtained by the
Company from time to time.
ASX takes no responsibility for this Prospectus or the investment to which it relates. The fact that ASX may admit
the Company to the official list is not to be taken as an indication of the merits of the Company or the Shares
offered for subscription.

When are the Shares expected to
commence trading?

It is expected that trading of the Shares on the ASX will commence on Friday, 29 April 2016, initially on a
conditional and deferred settlement basis.
The contracts formed on acceptance of applications and confirmations of allocations will be conditional on ASX
agreeing to quote the Shares on the ASX, and on issue occurring. Trades occurring on the ASX before issue
occurring will also be conditional on issue.
Conditional trading will continue until the Company has advised ASX that settlement under the Offer Management
Agreement has occurred, allotment of Shares under the Offer has been completed and the Restructure has
completed. The last condition is expected to be satisfied on or about Tuesday, 3 May 2016.
From Wednesday, 4 May 2016, trading will be on an unconditional but deferred settlement basis until the
Company has advised ASX that initial holding statements have been despatched to Shareholders.
Normal settlement trading is expected to commence on or about Friday, 6 May 2016. If Settlement has not
occurred within 14 days (or such longer period as ASX allows) after the day Shares are first quoted on the ASX,
the Offer and all contracts arising on acceptance of the Offer and confirmations of allocations will be cancelled
and of no further effect and all Application Payments will be refunded (without interest). In these circumstances, all
purchases and sales made through ASX participating organisations during the conditional trading period will be
cancelled and of no effect.
It is the responsibility of each Applicant to confirm their holding before trading in Shares. Applicants who sell
Shares before they receive an initial holding statement do so at their own risk.
The Company, the Share Registry and the Joint Lead Managers disclaim all liability, whether in negligence or
otherwise, to persons who sell Shares before receiving their initial holding statement, even if such person received
confirmation of allocation from the Reliance Offer Information Line, the Company, by a Broker or otherwise.

When will I receive conformation of
whether my Application has been
successful?

It is expected that initial holding statements will be despatched by standard post on or about, Thursday, 5 May
2016.

Are there any escrow arrangements? Yes. Details are provided in Section 7.7.
Has any ASX confirmation or ASIC
modification been obtained or
relied upon?

Yes. Details are provided in Section 9.10.

Are there any taxation
considerations?

Yes. Details are provided in Sections 9.5 and 9.6.

Are there any brokerage,
commission or stamp duty
considerations?

No brokerage, commission or stamp duty is payable by Applicants on acquisition of Shares under the Offer.
See Section 6.3.4 for details of various fees payable by the Company to the Joint Lead Managers and by the Joint
Lead Managers to the Co-Managers and Brokers (on behalf of the Company).

What should I do with any enquiries? If you have any questions about how to apply for Shares, please call the Reliance Offer Information Line on 1300
781 374 (within Australia) or +61 3 9415 4681 (outside Australia) from 8.30am to 5.00pm (Melbourne time),
Monday to Friday (excluding public holidays).
If you have any questions about whether to invest in the Company, you should seek professional advice from your
stockbroker, accountant, financial adviser, lawyer, or other professional adviser.
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7.3

Broker Firm Offer

7.3.1

Who can apply?

The Broker Firm Offer is open to persons who have received a firm allocation from their Broker and who have a registered address in Australia or New Zealand
and are not located in the United States. If you have been offered a firm allocation by a Broker, you will be treated as an Applicant under the Broker Firm Offer in
respect of that allocation. You should contact your Broker to determine whether they may allocate Shares to you under the Broker Firm Offer.

7.3.2

How to apply

Applications for Shares may only be made on a Broker Firm Offer Application Form attached to or accompanying a hard copy of this Prospectus. If you are
an Applicant applying under the Broker Firm Offer, you should complete and lodge your Broker Firm Offer Application Form with the Broker from whom you
received an invitation to participate. Broker Firm Offer Application Forms must be completed in accordance with the instructions given to you by your Broker
and the instructions set out on the Broker Firm Offer Application Form.
By making an Application, you declare that you were given access to this Prospectus (including any supplementary or replacement prospectus), together with
a Broker Firm Offer Application Form. The Corporations Act prohibits any person from passing an Application Form to another person unless it is attached to, or
accompanied by, a hard copy of this Prospectus or the complete and unaltered electronic version of this Prospectus.
The minimum Application under the Broker Firm Offer is $2,000 worth of Shares and in multiples of $500 worth of Shares thereafter. There is no maximum value
of Shares that may be applied for under the Broker Firm Offer. The Company and the Joint Lead Managers reserve the right to aggregate any Applications that
they believe may be multiple Applications from the same person or reject or scale back any Applications in the Broker Firm Offer. The Company may determine
a person to be eligible to participate in the Broker Firm Offer, and may amend or waive the Broker Firm Offer Application procedures or requirements, in its
discretion in compliance with applicable laws.
Applicants under the Broker Firm Offer must lodge their Broker Firm Offer Application Form and Application Payment with their Broker in accordance with the
Broker’s directions in order to receive their firm allocation. Applicants under the Broker Firm Offer must not send their Broker Firm Offer Application Forms to the
Share Registry.
The Broker Firm Offer opens on Tuesday, 19 April 2016 and is expected to close on Tuesday, 26 April 2016. The Company and the Joint Lead Managers may
elect to close the Offer or any part of it early, extend the Offer or any part of it, or accept late Applications either generally or in particular cases. The Offer, or
any part of it, may be closed at any earlier date and time, without further notice. Your Broker may also impose an earlier closing date. Applicants are therefore
encouraged to submit their Applications as early as possible. Please contact your Broker for instructions.

7.3.3

How to pay

Applicants under the Broker Firm Offer must make their Application Payments in accordance with instructions received from their Broker.

7.3.4

Application Payments

Application Payments will be held on trust for Applicants until the issue of Shares to successful Applicants. Application Payments will be refunded if the Offer is
withdrawn or cancelled, or ASX does not grant permission for Shares to be quoted within three months after the Prospectus Date. No interest will be payable
on refunded amounts.
The Company reserves the right to decline any Application in whole or in part, without giving any reason. Applicants under the Broker Firm Offer whose
Applications are not accepted, or who are allocated a lesser dollar amount of Shares than the amount applied for, will receive a refund of all or part of their
Application Payments, as applicable. Interest will not be paid on any monies refunded.
Applicants whose Applications are accepted in full will receive the whole number of Shares calculated by dividing the Application Payment by the Final Price.
Where the Final Price does not divide evenly into the Application Payment, the number of Shares to be allocated will be determined by the Applicant’s Broker.
Cheque(s) or bank draft(s) must be in Australian Dollars and drawn on an Australian branch of a financial institution, must be crossed ‘Not Negotiable’ and
must be made payable in accordance with the directions of the Broker from whom you received a firm allocation.
Applicants should ensure that sufficient funds are held in the relevant account(s) to cover the amount of the cheque(s) or bank draft(s). If the amount of your
cheque(s) or bank draft(s) for Application Payments (or the amount for which those cheque(s) or bank draft(s) clear in time for allocation) is less than the
amount specified on your Broker Firm Offer Application Form, you may be taken to have applied for such lower dollar amount of Shares as for which your
cleared Application Payments will pay (and to have specified that amount on your Broker Firm Offer Application Form), or your Application may be rejected.
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7.3.5

Acceptance of Applications

An Application in the Broker Firm Offer is an offer by an Applicant to the Company to acquire Shares in the dollar amount specified in the Broker Firm Offer
Application Form at the Final Price on the terms and conditions set out in this Prospectus (including any supplementary or replacement prospectus) and the
Broker Firm Offer Application Form. At the time of making an Application, an Applicant will not know the precise number of Shares they will be allocated and
the price paid per Share, as this will not be known until the Final Price is determined as set out in Section 7.5.3. To the extent permitted by law, an Application is
irrevocable.
An Application may be accepted in respect of the full amount, or any amount lower than that specified in the Broker Firm Offer Application Form, without
further notice to the Applicant. Acceptance of an Application will give rise to a binding contract on allocation of Shares to successful Applicants conditional on
Settlement and the quotation of Shares on the ASX.

7.3.6

Broker Firm Offer allocation policy

The allocation of Shares to Brokers will be determined by the Company in agreement with the Joint Lead Managers.
Shares that are allocated to Brokers for allocation to their Australian and New Zealand resident clients will be issued to the Applicants nominated by those
Brokers. It will be a matter for each Broker as to how it allocates Shares among their retail clients, and it (and not the Company or the Joint Lead Managers) will
be responsible for ensuring that retail clients who have received a firm allocation from it receive the relevant Shares.

7.4

Priority Offer

7.4.1

Who can apply

The Priority Offer is open to investors who have received an invitation to participate in the Offer from the Company and who have a registered address in
Australia or New Zealand and are not located in the United States. The Priority Offer may also be extended to Australian and New Zealand resident employees
of Reliance who are not in the United States and certain other employees, each of whom is invited by the Company. If you have been invited by the Company
to participate in the Priority Offer, you will be treated as an Applicant under the Priority Offer in respect of those Shares that are allocated to you.

7.4.2

How to apply

If you have received a personalised invitation to apply for Shares under the Priority Offer and you wish to apply for Shares, you should follow the instructions
on your personalised invitation to complete and lodge your Application. By making an Application under the Priority Offer, you declare that you were invited
to participate in the Priority Offer and were given access to this Prospectus (and any supplementary or replacement prospectus), together with a Priority Offer
Application Form.
Applicants under the Priority Offer will receive a guaranteed minimum allocation of $2,000 worth of Shares. There is no maximum value of Shares that may be
applied for under the Priority Offer.
The Company reserves the right to scale back or reject Applications in whole or part, without giving any reason, subject to the terms of the guaranteed
minimum allocation described above. Applicants under the Priority Offer whose Applications are not accepted, or who are allocated a lesser number of Shares
than the amount applied for (subject to the guaranteed minimum allocation) will receive a refund of all or part of their Application Payments, as applicable.
Interest will not be paid on any monies refunded. The Company may amend or waive the Priority Offer Application procedures or requirements, in its discretion
in compliance with applicable laws.
The Company and the Joint Lead Managers may elect to close the Offer or any part of it early, extend the Offer or any part of it, or accept late Applications
either generally or in particular cases. The Offer, or any part of it, may be closed at any earlier date and time, without further notice (subject to the ASX Listing
Rules and the Corporations Act). Applicants are therefore encouraged to submit their Applications as early as possible.

7.4.3

How to pay

Applicants under the Priority Offer may pay by BPAY®6 or by cheque or bank draft in accordance with the instructions outlined in their personalised invitation
and Priority Offer Application Form.

6

Registered by BPAY Pty Ltd ABN 69 079 137 518.
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It is the Applicant’s responsibility to ensure Application Payments are received by the end of the Offer Period, being 5.00pm (Melbourne time) on Tuesday,
26 April 2016. The Company and the Joint Lead Managers take no responsibility for any failure to receive Application Payments before the close of the Offer
arising as a result of, among other things, delays in processing of payments by financial institutions.
If the amount of your Application Payments (or the amount for which those payments clear in time for allocation) is insufficient to pay for the dollar amount of
Shares you have applied for in your Priority Offer Application Form, you may be taken to have applied for such lower dollar amount of Shares as your cleared
Application Payments will pay for (and to also have specified that amount in your Priority Offer Application Form), or your Application may be rejected.

7.4.4

Acceptance of Applications

An Application in the Priority Offer is an offer by an Applicant to the Company to subscribe for Shares in the dollar amount specified in the Priority Offer
Application Form at the Final Price on the terms and conditions set out in this Prospectus (including any supplementary or replacement prospectus) and the
Priority Offer Application Form. To the extent permitted by law, an Application is irrevocable.
An Application may be accepted in respect of the full number of Shares specified on the Priority Offer Application Form, without further notice to the Applicant.
Acceptance of an Application will give rise to a binding contract on allocation of Shares to successful Applicants conditional on the quotation of Shares on the
ASX and Settlement.

7.4.5

Priority Offer allocation policy

Allocations under the Priority Offer will be at the absolute discretion of the Company.

7.5

Institutional Offer

7.5.1

Invitations to bid

The Company will invite certain eligible Institutional Investors to bid for Shares in the Institutional Offer. The Institutional Offer will comprise an invitation to:
•

Australian and New Zealand resident Institutional Investors and other eligible Institutional Investors in jurisdictions outside Australia and New Zealand to bid
for Shares under this Prospectus; and

•

Institutional Investors in the United States to bid for Shares under the U.S. Offering Memorandum.

The Institutional Offer includes a limited cornerstone process, which was conducted prior to the Prospectus Date. The Company has received significant nonbinding bids within the Indicative Price Range and has received binding commitments from certain investors to acquire $165 million worth of Shares at the top
of the Indicative Price Range under the Institutional Offer.

7.5.2

Institutional Offer process and the Indicative Price Range

The Institutional Offer will be conducted using a bookbuild process managed by the Joint Lead Managers. Full details of how to participate, including bidding
instructions, will be provided to eligible participants by the Joint Lead Managers.
Participants can only bid into the bookbuild for Shares through the Joint Lead Managers. They may bid for Shares at specific prices or at the Final Price.
Participants may bid below, within or above the Indicative Price Range, which is $2.27 to $2.50 per Share. Under the terms of the Offer Management
Agreement, the Final Price will be determined by the Company in agreement with the Joint Lead Managers, after the close of the Broker Firm Offer, Priority
Offer and Institutional Offer. The Institutional Offer will open on Wednesday, 27 April 2016 and close on Thursday, 28 April 2016. The Company and the Joint
Lead Managers reserve the right to vary the times and dates of the Offer, including to close the Offer early, extend the closing date of the Offer or accept late
Applications or bids, either generally or in particular cases, without notification.
Bids in the Institutional Offer may be amended or withdrawn at any time up to the close of the Institutional Offer. Any bid not withdrawn at the close of the
Institutional Offer is an irrevocable offer by the relevant bidder to apply, or procure Applications, for the Shares bid for (or such lesser number as may be
allocated) at the price per Share bid or at the Final Price, where this is below the price per Share bid, on the terms and conditions set out in this Prospectus
(including any supplementary or replacement prospectus) and the U.S. Offering Memorandum (as applicable) and in accordance with any bidding instructions
provided by the Joint Lead Managers to participants.
Bids can be accepted or rejected in whole or in part without further notice to the bidder. Acceptance of a bid will give rise to a binding contract on allocation of
Shares to successful bidders conditional on the quotation of Shares on the ASX and Settlement.
Details of the arrangements for notification and settlement of allocations applying to participants in the Institutional Offer will be provided to participants in the
bookbuild process.
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7.5.3

Final Price

The institutional bookbuild process will be used to determine the Final Price. Under the terms of the Offer Management Agreement, the Final Price will be
determined by the Company in agreement with the Joint Lead Managers after the close of the Broker Firm Offer, Priority Offer and Institutional Offer.
It is expected that the Final Price will be announced to the market on Thursday, 28 April 2016. In determining the Final Price, consideration will be given to, but
will not be limited to, the following factors:
•

the level of demand for Shares under the Institutional Offer at various prices;

•

the level of demand for Shares under the Broker Firm Offer and Priority Offer;

•

the objective of maximising the proceeds of the Offer; and

•

the desire for an orderly secondary market in the Shares.

The Final Price will not necessarily be the highest price at which Shares could be sold. The Final Price may be set below, within or above the Indicative Price
Range. All successful bidders under the Institutional Offer will pay the Final Price.

7.5.4

Institutional Offer allocation policy

The allocation of Shares among bidders in the Institutional Offer will be determined by the Company in agreement with the Joint Lead Managers. The
Company and the Joint Lead Managers have absolute discretion regarding the basis of allocation of Shares among Institutional Investors.
The initial determinant of the allocation of Shares under the Institutional Offer will be the Final Price. Bids lodged at prices below the Final Price will not receive
an allocation of Shares.
The allocation policy will also be influenced by, but not constrained by, the following factors:
•

the price and number of Shares bid for by particular bidders;

•

the timing of receipt of bids;

•

the desire to establish a wide spread of institutional Shareholders;

•

the size and type of funds under the management of particular bidders;

•

the likelihood that particular bidders will be long-term Shareholders;

•

an assessment of any credit risk presented by the bidding Institutional Investor having regard to the amount of its bid; and

•

any other factors that the Company and the Joint Lead Managers consider appropriate, in their absolute discretion.

7.6

Market Stabilisation Activities

At any time prior to the opening of the bookbuild, the Company (in agreement with the Joint Lead Managers) may determine to facilitate market stabilisation
activities by designating up to 10% of the number of Shares issued to successful Applicants under the Offer as over-allotment Shares (Over-allotment
Shares) and placing the Offer proceeds from the Over-allotment Shares into a stabilisation account.
The designation of Shares as Over-allotment Shares does not necessarily mean that market stabilisation bids will be made. For the avoidance of doubt,
the number of Shares offered under the Offer will not increase as a result of any market stabilisation activities, as it already includes any Shares that may be
designated as Over-allotment Shares.
There is no assurance that Over-allotment Shares will be designated or that market stabilisation activities will be undertaken.
Provided that the Company (in agreement with the Joint Lead Managers) designates a specified number of Shares as Over-allotment Shares and the
Stabilisation Manager having received notice from the Company confirming certain conditions precedent have been satisfied, at any time during the 30 day
period following the commencement of conditional and deferred settlement trading of Shares on the ASX (Stabilisation Period), the Stabilisation Manager
may engage in market stabilisation activities by bidding for or purchasing Shares on market from Shareholders, using the Offer proceeds from the Overallotment Shares, at the lower of the highest current independent bid for Shares on the ASX and the Final Price (Market Stabilisation Activities). Market
Stabilisation Activities will be funded by GSA International out of the Offer proceeds from the Over-allotment Shares comprising part of the cash portion of the
consideration payable to it under the Restructure Agreements. Such activities will be undertaken in accordance with the Stabilisation Manager Deed and the
procedures agreed with ASX and ASIC.
The purpose of any Market Stabilisation Activities would be to adjust the available supply of Shares following the commencement of trading if a decline in
market price below the Final Price were to indicate excess supply. The Stabilisation Manager’s purchase of Shares may, depending on various factors, have
the effect of stabilising the trading price for Shares on the ASX (by decreasing supply and cushioning any decline in price) in circumstances where the trading
price is at or below the Final Price. During this period, the Stabilisation Manager may offer to resell (on market) some or all of the Shares purchased pursuant
to Market Stabilisation Activities. The resale of Shares may, depending on any various factors, also affect the trading price for Shares on the ASX (by increasing
supply and therefore restraining a rise in price), although the Stabilisation Manager may not resell Shares for less than the Final Price in these circumstances.
The ability to resell Shares purchased pursuant to Market Stabilisation Activities will not increase the net number of Over-allotment Shares that the Stabilisation
Manager can acquire under the Market Stabilisation Activities.
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After the Stabilisation Period, the Stabilisation Manager will transfer any Shares acquired pursuant to the Market Stabilisation Activities (and not resold) to GSA
International. Any Shares transfered to GSA International pursuant to the Market Stabilisation Activities will be subject to the voluntary escrow arrangements
described in Section 7.7. GSA International will be entitled to any unused funds it initially provided to the Stabilisation Manager to allow it to engage in Market
Stabilisation Activities and will also be entitled to receive any profits arising from the Market Stabilisation Activities.
Irrespective of whether Market Stabilisation Activities occur, there is no guarantee at any time that the trading price of Shares will not fall below the Final Price.

7.7

Voluntary escrow arrangements

The Existing Owners, the CEO, Heath Sharp and the CFO, Terry Scott (each an Escrowed Shareholder), have each entered into a voluntary escrow deed
with the Company in relation to all of the Shares (Escrowed Shares) they will hold on Completion of the Offer.
Under each voluntary escrow deed, the relevant Escrowed Shareholder agrees, subject to certain limited exceptions, not to deal in those Shares from Completion
of the Offer until in the case of:
•

Existing Owners, the date that the audited financial reports of the Company for FY2017 are provided to ASX; and

•

each of the CEO and CFO, the date that is two years after the date of the relevant voluntary escrow deed.

Any Shares transferred to GSA International pursuant to any Market Stabilisation Activities described in Section 7.6 will also be Escrowed Shares under the
voluntary escrow arrangements.
The restriction on dealing is broadly defined and includes, among other things, selling, transferring or otherwise disposing of any interest in the Shares,
encumbering or granting a security interest over the Shares, doing, or omitting to do, any act where the act or omission would have the effect of transferring
effective ownership or control of any the Shares or agreeing to do any of those things.
Any of the Escrowed Shareholders may be released early from these escrow obligations to enable a dealing that arises as a result of:
(a) the Escrowed Shareholder accepting an offer under a bona fide third party takeover bid under Chapter 6 of the Corporations Act in relation to its Shares,
provided that the holders of at least half of the Shares the subject of the bid that are not Escrowed Shareholders have accepted the takeover bid;
(b) the Shares held by the Escrowed Shareholder being transferred or cancelled as part of a merger by a scheme of arrangement under Part 5.1 of the
Corporations Act,
provided that, in each case, if for any reason any or all Escrowed Shares are not transferred or cancelled in accordance with such a takeover bid or
scheme of arrangement, then the holder of such Escrowed Shares agrees that the restrictions applying to the Escrowed Shares will continue to apply; or
(c) a requirement of applicable law.

Figure 7.2: Summary of voluntary escrow arrangements

Number of Escrowed Shares
(on Completion of the Offer)

Escrowed Shares
(as a percentage of Shares on
issue on Completion of the Offer)

157,500,000 – 210,000,0001

30.0% – 40.0%2

Heath Sharp

838,6583

0.2%

Terry Scott

670,927

0.1%

Shareholder
Existing Owners

3

Notes:
1 Shares held will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further details).
2 Shares held will depend on the Existing Owners’ retained interest in Reliance (see Section 7.1 for further details) and the number of Shares purchased by the
Stabilisation Manager under the Market Stabilisation Activities and transferred to GSA International under the terms of the Stabilisation Manager Deed (see
Section 7.6 for further details). The above percentages assume no Market Stabilisation Activities are undertaken.
3 Based on mid-point of Indicative Price Range ($2.38 per Share).

7.8

Discretion regarding the Offer

The Company may withdraw the Offer at any time before the issue of Shares to successful Applicants. If the Offer, or any part of it, does not proceed, all
relevant Application Payments will be refunded (without interest).
The Company and the Joint Lead Managers also reserve the right to close the Offer or any part of it early, extend the Offer or any part of it, accept late
Applications or bids either generally or in particular cases, reject any Application or bid, or allocate to any Applicant or bidder a lesser dollar amount or fewer
Shares respectively than applied or bid for.
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7.9

ASX listing details

7.9.1

Application to ASX for listing and quotation of Shares

The Company applied to the ASX on 12 April 2016 for admission to the official list of the ASX and quotation of the Shares on the ASX. The Company’s code is
expected to be RWC.
ASX and its officers take no responsibility for this Prospectus or the investment to which it relates. The fact that ASX may admit the Company to the official list is
not to be taken as an indication of the merits of Reliance or the Shares offered for issue. If permission is not granted for the official quotation of the Shares on
the ASX within three months after the Prospectus Date (or any later date permitted by law), all Application Payments received by, or on behalf of, the Company
will be refunded without interest as soon as practicable in accordance with the requirements of the Corporations Act.
The Company will be required to comply with the ASX Listing Rules, subject to any waivers obtained by the Company from time to time.

7.9.2

CHESS and issuer sponsored holdings

The Company applied on 12 April 2016 to participate in the ASX’s Clearing House Electronic Subregister System (CHESS) and will comply with the ASX Listing
Rules and the ASX Settlement Operating Rules. CHESS is an electronic transfer and settlement system for transactions in securities quoted on the ASX under
which transfers are effected in an electronic form.
When the Shares become approved financial products (as defined in the ASX Settlement Operating Rules), holdings will be registered in one of two subregisters, being an electronic CHESS sub-register or an issuer sponsored subregister.
For all successful Applicants, the Shares of a Shareholder who is a participant in CHESS or a Shareholder sponsored by a participant in CHESS will be
registered on the CHESS subregister. All other Shares will be registered on the issuer sponsored sub-register.
Following Completion of the Offer, Shareholders will be sent a holding statement that sets out the number of Shares that have been allocated to them. This
statement will also provide details of a Shareholder’s Holder Identification Number (HIN) for CHESS holders or, where applicable, the Securityholder Reference
Number (SRN) of issuer sponsored holders. Shareholders will subsequently receive statements showing any changes to their Shareholding. Certificates will
not be issued. Shareholders will receive subsequent statements during the first week of the following month if there has been a change to their holding on
the register and as otherwise required under the ASX Listing Rules and the Corporations Act. Additional statements may be requested at any other time either
directly through the Shareholder’s sponsoring broker in the case of a holding on the CHESS sub-register or through the Share Registry in the case of a holding
on the issuer sponsored sub-register. The Company and the Share Registry may charge a fee for these additional issuer sponsored statements.

7.9.3

Conditional and deferred settlement trading and selling Shares on market

It is expected that trading of the Shares on the ASX will commence on or about Friday, 29 April 2016, initially on a conditional and deferred settlement basis.
If the Offer is withdrawn before Shares have commenced trading on an unconditional basis, all contracts for the sale of the Shares on the ASX will be cancelled
and any Application Payments received will be refunded as soon as possible (without interest). Conditional and deferred settlement trading will continue until
the Company has advised the ASX that:
•

settlement under the Offer Management Agreement has occurred;

•

the allotment of Shares to Applicants under this Prospectus has completed; and

•

the Restructure has completed,

which is expected to be on or about Tuesday, 3 May 2016. Trading will then be on an unconditional but deferred settlement basis until the Company has
advised the ASX that initial holding statements have been despatched to Shareholders, which will be on or about Thursday, 5 May 2016. Normal settlement
trading is expected to commence on or about Friday, 6 May 2016.
If the Company has not advised the ASX that the conditions of the conditional market have been satisfied within 14 days (or such longer period as the ASX
allows) after the day Shares are first quoted on the ASX, the Offer and all contracts arising on acceptance of the Offer and confirmations of allocations will be
cancelled and of no further effect and all Application Payments will be refunded (without interest). In these circumstances, all purchases and sales of Shares
made through ASX participating organisations during the conditional trading period will be cancelled and of no effect.
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7.10	Summary of rights and liabilities attached to Shares and other material
provisions of the Constitution
7.10.1 Introduction
The rights and liabilities attaching to ownership of Shares arise from a combination of the Constitution, statute, the ASX Listing Rules and general law.
A summary of the significant rights, liabilities and obligations attaching to the Shares and a description of other material provisions of the Constitution are set
out below. This summary is not exhaustive nor does it constitute a definitive statement of the rights and liabilities of Shareholders. The summary assumes that
the Company is admitted to the official list of the ASX.

7.10.2 Voting at a general meeting
At a general meeting of the Company, every Shareholder present in person or by proxy, representative or attorney has one vote on a show of hands and, on
a poll, one vote for each Share held (with adjusted voting rights for partly paid shares). If the votes are equal on a proposed resolution, the chairperson of the
meeting has a casting vote, in addition to any deliberative vote.

7.10.3 Meetings of members
Each Shareholder is entitled to receive notice of, attend and vote at general meetings of the Company and to receive all notices, accounts and other
documents required to be sent to Shareholders under the Constitution, Corporations Act and ASX Listing Rules. The Company must give at least 28 days’
written notice of a general meeting.

7.10.4 Dividends
The Board may pay any interim and final dividends that, in its judgement, the financial position of the Company justifies. The Board may also pay any dividend
required to be paid under the terms of issue of a Share, and fix a record date for a dividend and method of payment.

7.10.5 Transfer of Shares
Subject to the Constitution and to any restrictions attached to a Shareholder’s Share, Shares may be transferred by proper ASTC transfer (effected in
accordance with the ASX Settlement Operating Rules, Corporations Regulations and ASX Listing Rules) or by a written transfer in any usual form or in any other
form approved by the Board and permitted by the relevant laws and ASX requirements. The Board may decline to register, or prevent registration of, a transfer
of Shares or apply a holding lock to prevent a transfer in accordance with the Corporations Act or the ASX Listing Rules.

7.10.6 Issue of further Shares
The Board may, subject to the Constitution, Corporations Act and ASX Listing Rules issue, allot or grant options for, or otherwise dispose of, Shares in the
Company on such terms as the Board decides.

7.10.7 Preference shares
The Company may issue preference shares including preference shares which are, or at the option of the Company or holder are, liable to be redeemed
or convertible to Shares. The rights attaching to preference shares are those set out in the Constitution unless other rights have been approved by special
resolution of the Company.

7.10.8 Winding up
If the Company is wound up, then subject to the Constitution, the Corporations Act and any rights or restrictions attached to any Shares or classes of shares,
Shareholders will be entitled to a share in any surplus property of the Company in proportion to the number of Shares held by them.
If the Company is wound up, the liquidator may, with the sanction of a special resolution, divide among the Shareholders the whole or part of the Company’s
property and decide how the division is to be carried out as between Shareholders or different classes of shareholders.
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7.10.9 Non-marketable parcels
In accordance with the ASX Listing Rules, the Board may sell Shares that constitute less than a marketable parcel by following the procedures set out in the
Constitution. A marketable parcel of Shares is defined in the ASX Operating Rules Procedures and is generally a holding of Shares with a market value of no
less than $500.

7.10.10 Proportional takeover provisions
The Constitution contains provisions requiring Shareholder approval in relation to any proportional takeover bid. These provisions will cease to apply unless
renewed by Shareholders passing a special resolution by the third anniversary of either the date those rules were adopted or the date those rules were last
renewed.

7.10.11 Variation of class rights
The procedure set out in the Constitution must be followed for any variation of rights attached to the Shares. Under the Constitution, and subject to the
Corporations Act and the terms of issue of a class of shares, the rights attached to any class of shares may be varied:
•

with the written consent of the holders of 75% of the shares of the class; or

•

by a special resolution passed at a separate meeting of the holders of shares of the class.

7.10.12 Directors – appointment and retirement
Under the Constitution, the number of Directors shall be a minimum of three Directors and a maximum of seven Directors, unless the Company resolves
otherwise at a general meeting. Directors are elected or re-elected at general meetings of the Company.
No Director (excluding the CEO) may hold office without re-election beyond the third annual general meeting following the meeting at which the Director was
last elected or re-elected. The Board may also appoint any eligible person to be a Director, either to fill a casual vacancy on the Board or as an addition to the
existing Directors, who will then hold office until the conclusion of the next annual general meeting of the Company following their appointment.

7.10.13 Directors – voting
Questions arising at a meeting of the Board must be decided by a majority of votes of the Directors present at the meeting and entitled to vote on the matter.
In the case of an equality of votes on a resolution, the chairperson of the meeting has a casting vote in addition to his or her deliberative vote, unless there
are only two Directors present or entitled to vote in which case the chairperson of the meeting does not have a second or casting vote and the proposed
resolution is taken as lost.
A written resolution of the Board may be passed without holding a meeting of the Board, if at least 75% of Directors (which must include the Chairman of the
Board) sign or consent to the resolution.

7.10.14 Directors – remuneration
Under the Constitution, the Board may decide the remuneration from the Company to which each Director is entitled for his or her services as a Director.
The total aggregate amount provided to all Non-Executive Directors for their services as Directors must not exceed in any financial year the amount fixed
by the Company in general meeting. The remuneration of a Director (who is not the CEO or an Executive Director) must not include a commission on, or a
percentage of, profits or operating revenue. The current maximum aggregate sum of Non-Executive Director remuneration is set out in Section 6.3.1.2. Any
change to that maximum aggregate amount needs to be approved by Shareholders.
Directors are entitled to be paid for all travelling and other expenses incurred in attending to the Company’s affairs, including attending and returning from
general meetings of the Company or meetings of the Board or of committees of the Board. Any Director who performs extra services, makes any special
exertions for the benefit of the Company or otherwise performs services, which, in the opinion of the Board, are outside the scope of ordinary duties of a NonExecutive Director, may be remunerated for the services (as determined by the Board) out of the funds of the Company.
Directors’ remuneration is discussed further in Section 6.3.1.

7.10.15 Power and duties of Directors
The business and affairs of the Company are to be managed by or under the direction of the Board, which (in addition to the powers and authorities conferred
on it by the Constitution) may exercise all powers and do all things that are within the power of the Company and that are not required by law or by the
Constitution to be done by the Company in general meeting.
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7.10.16 Access to records
The Company may enter into contracts with a Director or former Director agreeing to provide continuing access for a specified period after the Director ceases
to be a Director to Board papers, books, records and documents of the Company which relate to the period during which the Director or former Director was a
Director on such terms and conditions as the Board thinks fit. The Company may procure that its subsidiaries provide similar access to board papers, books,
records or documents.

7.10.17 Indemnities
The Company must indemnify each officer of the Company on a full indemnity basis and to the full extent permitted by law against all losses, liability, costs,
charges and expenses incurred by that person as an officer of the Company or of a related body corporate.
The Company may, to the extent permitted by law, purchase and maintain insurance or pay, or agree to pay, a premium for insurance for each officer of the
Company against any liability incurred by that person as an officer of the Company or of a related body corporate, including but not limited to a liability for
negligence or for reasonable costs and expenses incurred in defending or responding to proceedings (whether civil or criminal and whatever the outcome).

7.10.18 Amendment
The Constitution can only be amended by special resolution passed by at least three quarters of Shareholders present (in person or by proxy) and entitled to
vote on the resolution at a general meeting of the Company.

7.11

Share capital

On Completion of the Offer, the only class of security on issue by the Company will be fully paid ordinary shares.7

7

Disregards two redeemable preference shares issued for nominal consideration that will be redeemed at their face value following Completion of the Offer.
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KPMG Transaction Services
A division of KPMG Financial Advisory Services
(Australia) Pty Ltd
Australian Financial Services Licence No. 246901
147 Collins Street
Melbourne Vic 3000

ABN: 43 007 363 215
Telephone: +61 3 9288 5555
Facsimile: +61 3 9288 6666
DX: 30824 Melbourne
www.kpmg.com.au

GPO Box 2291U
Melbourne Vic 3001
Australia

Private and confidential
The Directors
Reliance Worldwide Corporation Limited
Level 54, Rialto
525 Collins Street
Melbourne VIC 3000
18 April 2016

Dear Directors

Limited Assurance Investigating Accountant’s Report and Financial Services
Guide - Pro Forma Historical Financial Information
Investigating Accountant’s Report on Pro Forma Historical Financial Information
Introduction
KPMG Financial Advisory Services (Australia) Pty Ltd (of which KPMG Transaction Services
is a division) (“KPMG Transaction Services”) has been engaged by Reliance Worldwide
Corporation Limited (“Company”) to prepare this report for inclusion in the Prospectus dated 18
April 2016 (“Prospectus”), and to be issued by the Company in connection with the initial
public offering of fully paid ordinary shares in the Company (the “Offer”).
Expressions defined in the Prospectus have the same meaning in this report.
Scope
You have requested KPMG Transaction Services to perform a limited assurance engagement in
relation to the pro forma historical financial information described below and disclosed in the
Prospectus.
The pro forma historical financial information is presented in the Prospectus in an abbreviated
form, insofar as it does not include all of the presentation and disclosures required by Australian
Accounting Standards and other mandatory professional reporting requirements applicable to
general purpose financial reports prepared in accordance with the Corporations Act 2001.
Our limited assurance engagement has not been carried out in accordance with auditing or other
standards and practices generally accepted outside of Australia and accordingly should not be
relied upon as if it had been carried out in accordance with those standards and practices.

KPMG Financial Advisory Services (Australia) Pty Ltd is affiliated with
KPMG.
KPMG is an Australian partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.
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Pro Forma Historical Financial Information
You have requested KPMG Transaction Services to perform limited assurance procedures in
relation to the pro forma historical financial information of the Company included in the
Prospectus.
The pro forma historical financial information has been derived from the historical financial
information of the Reliance Worldwide Corporation Combined Group (“RWC Combined
Group”), after adjusting for the effects of pro forma adjustments described in section 4 of the
Prospectus. The pro forma financial information consists of the Company’s pro forma historical
consolidated statement of financial position as at 31 December 2015 (as set out in Table 4.6 of
Section 4.7.1), summarised pro forma historical consolidated statements of profit or loss for the
years ended 30 June 2013, 30 June 2014 and 30 June 2015, and the half years ended 31
December 2014 and 31 December 2015 (as set out in Table 4.0 of Section 4.3), and summarised
pro forma historical consolidated cash flow information for the years ended 30 June 2013, 30
June 2014 and 30 June 2015, and the half years ended 31 December 2014 and 31 December
2015 (as set out in Table 4.9 as set out in Section 4.8) and related notes as set out in Sections
4.3, 4.7.1 and 4.8 of the Prospectus issued by the Company (collectively the “Pro Forma
Historical Financial Information”). The basis on which the Company has compiled the Pro
Forma Historical Financial Information is specified in Section 4.2 of the Prospectus. The stated
basis of preparation is the recognition and measurement principles contained in Australian
Accounting Standards applied to the historical financial information and the event(s) or
transaction(s) to which the pro forma adjustments relate, as described in Section 4.2.1 of the
Prospectus. Due to its nature, the Pro Forma Historical Financial Information does not represent
the Company’s actual or prospective financial position, financial performance, and/or cash
flows.
The Pro Forma Historical Financial Information has been compiled by the Company to illustrate
the impact of the Offer and the Restructure on the Company’s financial position as at 31
December 2015 and the Company’s profit or loss and cash flows for the years ended 30 June
2013, 30 June 2014 and 30 June 2015 and the half years ended 31 December 2014 and 31
December 2015. As part of this process, information about the Company’s financial position,
profit or loss and cash flows has been derived by the Company from the RWC Combined
Group’s audited combined financial statements for the years ended 30 June 2013, 30 June 2014
and 30 June 2015 and reviewed condensed interim financial statements for the half years ended
31 December 2014 and 31 December 2015.
The financial statements of the RWC Combined Group for the years ended 30 June 2013, 30
June 2014 and 30 June 2015 were audited and the half years ended 31 December 2014 and 31
December 2015 were reviewed by KPMG in accordance with Australian Auditing Standards.
The audit/review reports issued to the Directors of the Company relating to those financial
statements were unqualified, however wording was added to emphasise the matter of basis of
preparation disclosed in Section 4.2.2 of this prospectus.

2
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For the purposes of preparing this report we have performed limited assurance procedures in
relation to Pro Forma Historical Financial Information in order to state whether, on the basis of
the procedures described, anything comes to our attention that would cause us to believe that the
Pro Forma Historical Financial Information is not prepared, in all material respects, by the
Directors in accordance with the stated basis of preparation. As stated in Section 4.2.2 of the
Prospectus, the stated basis of preparation is:
•

the derivation of audited historical financial information of the RWC Combined Group
for the years ended 30 June 2013, 30 June 2014 and 30 June 2015 and the reviewed
historical financial information of the RWC Combined Group for the half years ended 31
December 2014 and 31 December 2015 (“Historical Financial Information”); and

•

the application of pro forma adjustments, determined in accordance with Australian
Accounting Standards and the Company’s accounting policies, to the Historical Financial
Information of the Company to illustrate the effects of the Offer on the Company
described in Section 4.2.2 of the Prospectus.

We have conducted our engagement in accordance with the Standard on Assurance
Engagements ASAE 3450 Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information.
The procedures we performed were based on our professional judgement and included:
Historical financial information
•

consideration of work papers (including audit work papers), accounting records and other
documents relating to the Historical Financial Information and consideration of the
acceptability of the accounting policies and the time frame covered;

Pro forma adjustments:
•

consideration of the pro forma adjustments to the Historical Financial Information
described in the Prospectus;

•

enquiry of Directors, management, personnel and advisors of the Company;

•

the performance of analytical procedures applied to the Pro Forma Historical Financial
Information; and

•

a review of accounting policies adopted by the Company, as disclosed in Section 11 of
the Prospectus, for consistency of application in the preparation of the pro forma
adjustments.

3
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The procedures performed in a limited assurance engagement vary in nature from, and are less
in extent than for, an audit. As a result, the level of assurance obtained in a limited assurance
engagement is substantially lower than the assurance that would have been obtained had we
performed an audit. Accordingly, we do not express an audit opinion about whether the Pro
Forma Historical Financial Information is prepared, in all material respects, by the Directors in
accordance with the stated basis of preparation.
Directors’ responsibilities
The Directors are responsible for the preparation of:
•

the Historical Financial Information; and

•

the Pro Forma Historical Financial Information, including the selection and determination of
the pro forma transactions and/or adjustments made to the Historical Financial Information
and included in the Pro Forma Historical Information.

The Directors’ responsibility includes establishing and maintaining such internal controls as the
Directors determine are necessary to enable the preparation of financial information that is free
from material misstatement, whether due to fraud or error.
Conclusions

Review statement on the Pro Forma Historical Financial Information
Based on our procedures, which are not an audit, nothing has come to our attention that causes
us to believe that the Pro Forma Historical Financial Information, as set out in Sections 4.3,
4.7.1 and 4.8 of the Prospectus, comprising:
•

the summarised pro forma historical consolidated statements of profit or loss for the years
ended 30 June 2013, 30 June 2014 and 30 June 2015 and the half years ended 31 December
2014 and 31 December 2015, as set out in Table 4.0 of Section 4.3;

•

the summarised pro forma historical consolidated cash flow information for the years ended
30 June 2013, 30 June 2014 and 30 June 2015 and the half years ended 31 December 2014
and 31 December 2015, as set out in Table 4.9 of Section 4.8; and

•

the pro forma historical consolidated statement of financial position as at 31 December
2015, as set out in Table 4.6 of Section 4.7.1,

is not prepared or presented fairly, in all material respects, on the basis of the pro forma
transactions and/or adjustments described in Table 4.0 of Section 4.3, in Table 4.6 of Section
4.7.1 and in Table 4.9 of Section 4.8 of the Prospectus, and in accordance with the recognition
and measurement principles prescribed in Australian Accounting Standards, and the Company’s
accounting policies disclosed in section 11 of the Prospectus.
We have assumed, and relied on representations from certain members of management of the
Company, that all material information concerning the prospects and proposed operations of the

4
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Company has been disclosed to us and that the information provided to us for the purpose of our
work is true, complete and accurate in all respects. We have no reason to believe that those
representations are false.
Independence
KPMG Transaction Services does not have any interest in the outcome of the proposed Offer,
other than in connection with the preparation of this report and participation in due diligence
procedures for which normal professional fees will be received. KPMG is the auditor of the
Company and from time to time, KPMG also provides the Company with certain other
professional services for which normal professional fees are received.
General advice warning
This report has been prepared, and included in the Prospectus, to provide investors with general
information only and does not take into account the objectives, financial situation or needs of
any specific investor. It is not intended to take the place of professional advice and investors
should not make specific investment decisions in reliance on the information contained in this
report. Before acting or relying on any information, an investor should consider whether it is
appropriate for their circumstances having regard to their objectives, financial situation or
needs.
Restriction on use
Without modifying our conclusions, we draw attention to Section 4 of the Prospectus, which
describes the purpose of the financial information, being for inclusion in the Prospectus. As a
result, the financial information may not be suitable for use for another purpose. We disclaim
any assumption of responsibility for any reliance on this report, or on the financial information
to which it relates, for any purpose other than that for which it was prepared.
KPMG Transaction Services has consented to the inclusion of this Investigating Accountant’s
Report in the Prospectus in the form and context in which it is so included, but has not
authorised the issue of the Prospectus. Accordingly, KPMG Transaction Services makes no
representation regarding, and takes no responsibility for, any other statements, or material in, or
omissions from, the Prospectus.
Yours faithfully

Angus Reynolds
Authorised Representative
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Financial Services Guide
Dated 18 April 2016
What is a Financial Services Guide (FSG)?
This FSG is designed to help you to decide whether to use any of the general financial product advice provided by
KPMG Financial Advisory Services (Australia) Pty Ltd ABN 43 007 363 215, Australian Financial Services
Licence Number 246901 (of which KPMG Transaction Services is a division) (‘KPMG Transaction Services’), and
Angus Reynolds as an authorised representative of KPMG Transaction Services, authorised representative number
404263 (Authorised Representative).
This FSG includes information about:

•
•
•
•
•

KPMG Transaction Services and its Authorised Representative and how they can be contacted

•

the compensation arrangements that KPMG Transaction Services has in place.

the services KPMG Transaction Services and its Authorised Representative are authorised to provide
how KPMG Transaction Services and its Authorised Representative are paid
any relevant associations or relationships of KPMG Transaction Services and its Authorised Representative
how complaints are dealt with as well as information about internal and external dispute resolution systems and
how you can access them; and

The distribution of this FSG by the Authorised Representative has been authorised by KPMG Transaction Services.
This FSG forms part of an Investigating Accountant’s Report (Report) which has been prepared for inclusion in a
disclosure document or, if you are offered a financial product for issue or sale, a Product Disclosure Statement (PDS).
The purpose of the disclosure document or PDS is to help you make an informed decision in relation to a financial
product. The contents of the disclosure document or PDS, as relevant, will include details such as the risks, benefits
and costs of acquiring the particular financial product.

Financial services that KPMG Transaction Services
and the Authorised Representative are authorised to
provide
KPMG Transaction Services holds an Australian Financial
Services Licence, which authorises it to provide, amongst
other services, financial product advice for the following
classes of financial products:
•

•

derivatives;

•

foreign exchange contracts;

•
•

government debentures, stocks or bonds;

•
•

securities;

interests in managed investments schemes including
investor directed portfolio services;
superannuation;

deposit and non-cash payment products;

6
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•
•
•

carbon units;
Australian carbon credit units; and
eligible international emissions units,

to retail and wholesale clients. We provide financial
product advice when engaged to prepare a report in
relation to a transaction relating to one of these types of
financial products. The Authorised Representative is
authorised by KPMG Transaction Services to provide
financial product advice on KPMG Transaction Services'
behalf.
KPMG Transaction Services and the Authorised
Representative's responsibility to you
KPMG Transaction Services has been engaged by
Reliance Worldwide Corporation Limited (Company) to
provide general financial product advice in the form of a
Report to be included in the Prospectus (Prospectus)
prepared by the Company in relation to the offer of shares
in the Company through an initial public offering (Offer).
You have not engaged KPMG Transaction Services or the
Authorised Representative directly but have received a
copy of the Report because you have been provided with a
copy of the Document. Neither KPMG Transaction
Services nor the Authorised Representative are acting for
any person other than the Company.

Fees KPMG Transaction Services may receive and
remuneration or other benefits received by our
representatives
KPMG Transaction Services charges fees for preparing
reports. These fees will usually be agreed with, and paid
by, the Company. Fees are agreed on either a fixed fee or
a time cost basis. In this instance, the Company has
agreed to pay KPMG Transaction Services approximately
$130,000 for preparing the Report. KPMG Transaction
Services and its officers, representatives, related entities
and associates will not receive any other fee or benefit in
connection with the provision of the Report.
KPMG Transaction Services officers and representatives
(including the Authorised Representative) receive a salary
or a partnership distribution from KPMG’s Australian
professional advisory and accounting practice (the KPMG
Partnership). KPMG Transaction Services’ representatives
(including the Authorised Representative) are eligible for
bonuses based on overall productivity. Bonuses and other
remuneration and benefits are not provided directly in
connection with any engagement for the provision of
general financial product advice in the Report.
Further details may be provided on request.
Referrals

KPMG Transaction Services and the Authorised
Representative are responsible and accountable to you for
ensuring that there is a reasonable basis for the
conclusions in the Report.

Neither KPMG Transaction Services nor the Authorised
Representative pay commissions or provide any other
benefits to any person for referring customers to them in
connection with a Report.

General Advice

Associations and relationships

As KPMG Transaction Services has been engaged by the
Company, the Report only contains general advice as it
has been prepared without taking into account your
personal objectives, financial situation or needs.

Through a variety of corporate and trust structures KPMG
Transaction Services is controlled by and operates as part
of the KPMG Partnership. KPMG Transaction Services’
directors and Authorised Representatives may be partners
in the KPMG Partnership. The Authorised Representative
is a partner in the KPMG Partnership. The financial
product advice in the Report is provided by KPMG
Transaction Services and the Authorised Representative
and not by the KPMG Partnership.

You should consider the appropriateness of the general
advice in the Report having regard to your circumstances
before you act on the general advice contained in the
Report.
You should also consider the other parts of the Document
before making any decision in relation to the Transaction.

From time to time KPMG Transaction Services, the KPMG
Partnership and related entities (KPMG entities) may
provide professional services, including audit, tax and
financial advisory services, to companies and issuers of
financial products in the ordinary course of their
businesses.
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KPMG entities have provided, and continue to provide, a
range of audit services to the Company for which
professional fees are received. Over the past two years
professional fees of $1.3 million have been received from
the Company.

Compensation arrangements

No individual involved in the preparation of this Report
holds a substantial interest in, or is a substantial creditor
of, the Company or has other material financial interests in
the transaction.

Contact Details

Complaints resolution
Internal complaints resolution process
If you have a complaint, please let either KPMG
Transaction Services or the Authorised Representative
know. Formal complaints should be sent in writing to The
Complaints Officer, KPMG, PO Box H67, Australia Square,
Sydney NSW 1213. If you have difficulty in putting your
complaint in writing, please telephone the Complaints
Officer on 02 9335 7000 and they will assist you in
documenting your complaint.
Written complaints are recorded, acknowledged within 5
days and investigated. As soon as practical, and not more
than 45 days after receiving the written complaint, the
response to your complaint will be advised in writing.

KPMG Transaction Services has professional indemnity
insurance cover as required by the Corporations Act
2001(Cth).

You may contact KPMG Transaction Services or the
Authorised Representative using the contact details:
KPMG Transaction Services
A division of KPMG Financial Advisory
Services (Australia) Pty Ltd
10 Shelley St
Sydney NSW 2000
PO Box H67
Australia Square
NSW 1213
Telephone: (02) 9335 7000
Facsimile: (02) 9335 7200
Angus Reynolds
C/O KPMG
PO Box H67
Australia Square
NSW 1213
Telephone: (02) 9335 7000
Facsimile:

(02) 9335 7200

External complaints resolution process
If KPMG Transaction Services or the Authorised
Representative cannot resolve your complaint to your
satisfaction within 45 days, you can refer the matter to the
Financial Ombudsman Service (FOS). FOS is an
independent company that has been established to
provide free advice and assistance to consumers to help in
resolving complaints relating to the financial services
industry.
Further details about FOS are available at the FOS
website www.fos.org.au or by contacting them directly at:
Address:

Financial Ombudsman Service Limited, GPO
Box 3, Melbourne Victoria 3001

Telephone: 1300 78 08 08
Facsimile: (03) 9613 6399
Email:
info@fos.org.au.
The Australian Securities and Investments Commission
also has a freecall infoline on 1300 300 630 which you
may use to obtain information about your rights.
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Dear Directors

Limited Assurance Investigating Accountant’s Report and Financial Services
Guide - Forecast Financial Information
Investigating Accountant’s Report on Forecast Financial Information
Introduction
KPMG Financial Advisory Services (Australia) Pty Ltd (of which KPMG Transaction Services
is a division) (“KPMG Transaction Services”) has been engaged by Reliance Worldwide
Corporation Limited (“Company”) to prepare this report for inclusion in the Prospectus dated 18
April 2016 (“Prospectus”), and to be issued by the Company in connection with the initial
public offering of fully paid ordinary shares in the Company (the “Offer”).
Expressions defined in the Prospectus have the same meaning in this report.
Scope
You have requested KPMG Transaction Services to perform a limited assurance engagement in
relation to the forecast financial information described below and disclosed in the Prospectus.
Our limited assurance engagement has not been carried out in accordance with auditing or other
standards and practices generally accepted outside of Australia and accordingly should not be
relied upon as if it had been carried out in accordance with those standards and practices.
Forecast Financial Information and Directors’ best-estimate assumptions
You have requested KPMG Transaction Services to perform limited assurance procedures in
relation to:
•

the summarised Pro Forma and Statutory Forecast Results for the years ending 30 June
2016 and 30 June 2017; and

KPMG Financial Advisory Services (Australia) Pty Ltd is affiliated with
KPMG.
KPMG is an Australian partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.
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•

The Summarised Pro Forma and Statutory Forecast Cash Flows for the years ending 30
June 2016 and 30 June 2017,
of the Company, as described in Section 4 of the Prospectus (the “Forecast Financial
Information”).

The Directors’ best-estimate assumptions underlying the Forecast Financial Information are
described in Sections 4.11.1 and 4.11.2 of the Prospectus. As stated in section 4.2.1 of the
Prospectus, the basis of preparation of the Forecast Financial Information is the recognition and
measurement principles contained in Australian Accounting Standards and the Company’s
accounting policies.
We have performed limited assurance procedures in relation to the Forecast Financial
Information, set out in Section 4.2.3 of the Prospectus, and the Directors’ best-estimate
assumptions underlying the Forecast Financial Information in order to state whether, on the
basis of the procedures described, anything has come to our attention that causes us to believe
that:
•

the Directors’ best-estimate assumptions do not provide reasonable grounds for the
Forecast Financial Information;

•

in all material respects the Forecast Financial Information is not:

•

−

prepared on the basis of the Directors’ best-estimate assumptions as described in the
Prospectus; and

−

presented fairly in accordance with the recognition and measurement principles
contained in Australian Accounting Standards and the Company’s accounting policies;

the Forecast Financial Information itself is unreasonable.

We have conducted our engagement in accordance with the Standard on Assurance
Engagements ASAE 3450 Assurance Engagements involving Corporate Fundraisings and/or
Prospective Financial Information.
Our limited assurance procedures consisted primarily of:
•

comparison and analytical review procedures on the Forecast Financial Information;

•

discussions with management and Directors of the Company of the factors considered in
determining their best-estimate assumptions; and

•

examination, on a test basis, of evidence supporting:
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−

the Directors’ best estimate assumptions and amounts in the Forecast Financial
Information; and

−

the evaluation of accounting policies used in the Forecast Financial Information.

The procedures performed in a limited assurance engagement vary in nature from, and are less
in extent than for, an audit. As a result, the level of assurance obtained in a limited assurance
engagement is substantially lower than the assurance that would have been obtained had we
performed an audit. Accordingly, we do not express an audit opinion.
Directors’ responsibilities
The Directors are responsible for the preparation of the Forecast Financial Information,
including the Directors’ best-estimate assumptions on which the Forecast Financial Information
is based and the sensitivity of the Forecast Financial Information to changes in key assumptions.
The Directors’ responsibility includes establishing and maintaining such internal controls as the
Directors determine are necessary to enable the preparation of financial information that is free
from material misstatement, whether due to fraud or error.
Conclusions
Forecast Financial Information and the Directors’ best-estimate assumptions
Based on our procedures, which are not an audit, nothing has come to our attention which
causes us to believe that:
•

the Directors’ best-estimate assumptions used in the preparation of the Forecast Financial
Information do not provide reasonable grounds for the Forecast Financial Information; and

•

in all material respects, the Forecast Financial Information:

•

•

is not prepared on the basis of the Directors’ best-estimate assumptions as described in
Sections 4.11.1 and 4.11.2 of the Prospectus; and

•

is not presented fairly in accordance with the recognition and measurement principles
contained in Australian Accounting Standards, and the Company’s accounting policies;
and

the Forecast Financial Information itself is unreasonable.

The Forecast Financial Information has been prepared by the Company management and
adopted and disclosed by the Directors in order to provide prospective investors with a guide to
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the potential financial performance of the Company for the years ending 30 June 2016 and 30
June 2017.
There is a considerable degree of subjective judgement involved in preparing forecasts since
they relate to event(s) and transaction(s) that have not yet occurred and may not occur. Actual
results are likely to be different from the Forecast Financial Information since anticipated
event(s) or transaction(s) frequently do not occur as expected and the variation may be material.
The Directors’ best-estimate assumptions on which the Forecast Financial Information is based
relate to future event(s) and/or transaction(s) that management expect to occur and actions that
management expect to take and are also subject to uncertainties and contingencies, which are
often outside the control of the Company. Evidence may be available to support the Directors’
best-estimate assumptions on which the Forecast Financial Information is based however such
evidence is generally future-oriented and therefore speculative in nature. We are therefore not in
a position to express a reasonable assurance conclusion on those best-estimate assumptions, and
accordingly, provide a lesser level of assurance on the reasonableness of the Directors’ bestestimate assumptions. The limited assurance conclusion expressed in this report has been
formed on the above basis.
Prospective investors should be aware of the material risks and uncertainties in relation to an
investment in the Company, which are detailed in the Prospectus, and the inherent uncertainty
relating to the Forecast Financial Information. Accordingly, prospective investors should have
regard to the investment risks and sensitivities as described in Sections 4 and 5 of the
Prospectus. The sensitivity analysis described in Section 4.13 of the Prospectus demonstrates
the impact on the Forecast Financial Information of changes in key best-estimate assumptions.
We express no opinion as to whether the Forecast Financial Information will be achieved.
We have assumed, and relied on representations from certain members of management of the
Company, that all material information concerning the prospects and proposed operations of the
Company has been disclosed to us and that the information provided to us for the purpose of our
work is true, complete and accurate in all respects. We have no reason to believe that those
representations are false.
Independence
KPMG Transaction Services does not have any interest in the outcome of the proposed Offer,
other than in connection with the preparation of this report and participation in due diligence
procedures for which normal professional fees will be received. KPMG is the auditor of the
Company and from time to time, KPMG also provides the Company with certain other
professional services for which normal professional fees are received.
General advice warning
This report has been prepared, and included in the Prospectus, to provide investors with general
information only and does not take into account the objectives, financial situation or needs of
any specific investor. It is not intended to take the place of professional advice and investors
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should not make specific investment decisions in reliance on the information contained in this
report. Before acting or relying on any information, an investor should consider whether it is
appropriate for their circumstances having regard to their objectives, financial situation or
needs.
Restriction on use
Without modifying our conclusions, we draw attention to Section 4 of the Prospectus, which
describes the purpose of the financial information, being for inclusion in the Prospectus. As a
result, the financial information may not be suitable for use for another purpose. We disclaim
any assumption of responsibility for any reliance on this report, or on the financial information
to which it relates, for any purpose other than that for which it was prepared.
KPMG Transaction Services has consented to the inclusion of this Investigating Accountant’s
Report in the Prospectus in the form and context in which it is so included, but has not
authorised the issue of the Prospectus. Accordingly, KPMG Transaction Services makes no
representation regarding, and takes no responsibility for, any other statements, or material in, or
omissions from, the Prospectus.
Yours faithfully

Angus Reynolds
Authorised Representative
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Financial Services Guide
Dated 18 April 2016
What is a Financial Services Guide (FSG)?
This FSG is designed to help you to decide whether to use any of the general financial product advice provided by
KPMG Financial Advisory Services (Australia) Pty Ltd ABN 43 007 363 215, Australian Financial Services
Licence Number 246901 (of which KPMG Transaction Services is a division) (‘KPMG Transaction Services’), and
Angus Reynolds as an authorised representative of KPMG Transaction Services, authorised representative number
404263 (Authorised Representative).
This FSG includes information about:

•
•
•
•
•

KPMG Transaction Services and its Authorised Representative and how they can be contacted

•

the compensation arrangements that KPMG Transaction Services has in place.

the services KPMG Transaction Services and its Authorised Representative are authorised to provide
how KPMG Transaction Services and its Authorised Representative are paid
any relevant associations or relationships of KPMG Transaction Services and its Authorised Representative
how complaints are dealt with as well as information about internal and external dispute resolution systems and
how you can access them; and

The distribution of this FSG by the Authorised Representative has been authorised by KPMG Transaction Services.
This FSG forms part of an Investigating Accountant’s Report (Report) which has been prepared for inclusion in a
disclosure document or, if you are offered a financial product for issue or sale, a Product Disclosure Statement (PDS).
The purpose of the disclosure document or PDS is to help you make an informed decision in relation to a financial
product. The contents of the disclosure document or PDS, as relevant, will include details such as the risks, benefits
and costs of acquiring the particular financial product.

Financial services that KPMG Transaction Services
and the Authorised Representative are authorised to
provide
KPMG Transaction Services holds an Australian Financial
Services Licence, which authorises it to provide, amongst
other services, financial product advice for the following
classes of financial products:
•

•

derivatives;

•

foreign exchange contracts;

•
•

government debentures, stocks or bonds;

•
•

securities;

interests in managed investments schemes including
investor directed portfolio services;
superannuation;

deposit and non-cash payment products;
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•
•
•

carbon units;
Australian carbon credit units; and
eligible international emissions units,

to retail and wholesale clients. We provide financial
product advice when engaged to prepare a report in
relation to a transaction relating to one of these types of
financial products. The Authorised Representative is
authorised by KPMG Transaction Services to provide
financial product advice on KPMG Transaction Services'
behalf.
KPMG Transaction Services and the Authorised
Representative's responsibility to you
KPMG Transaction Services has been engaged by
Reliance Worldwide Corporation Limited (Company) to
provide general financial product advice in the form of a
Report to be included in the Prospectus (Prospectus)
prepared by the Company in relation to the offer of shares
in the Company through an initial public offering (Offer).
You have not engaged KPMG Transaction Services or the
Authorised Representative directly but have received a
copy of the Report because you have been provided with a
copy of the Document. Neither KPMG Transaction
Services nor the Authorised Representative are acting for
any person other than the Company.

Fees KPMG Transaction Services may receive and
remuneration or other benefits received by our
representatives
KPMG Transaction Services charges fees for preparing
reports. These fees will usually be agreed with, and paid
by, the Company. Fees are agreed on either a fixed fee or
a time cost basis. In this instance, the Company has
agreed to pay KPMG Transaction Services approximately
$130,000 for preparing the Report. KPMG Transaction
Services and its officers, representatives, related entities
and associates will not receive any other fee or benefit in
connection with the provision of the Report.
KPMG Transaction Services officers and representatives
(including the Authorised Representative) receive a salary
or a partnership distribution from KPMG’s Australian
professional advisory and accounting practice (the KPMG
Partnership). KPMG Transaction Services’ representatives
(including the Authorised Representative) are eligible for
bonuses based on overall productivity. Bonuses and other
remuneration and benefits are not provided directly in
connection with any engagement for the provision of
general financial product advice in the Report.
Further details may be provided on request.
Referrals

KPMG Transaction Services and the Authorised
Representative are responsible and accountable to you for
ensuring that there is a reasonable basis for the
conclusions in the Report.

Neither KPMG Transaction Services nor the Authorised
Representative pay commissions or provide any other
benefits to any person for referring customers to them in
connection with a Report.

General Advice

Associations and relationships

As KPMG Transaction Services has been engaged by the
Company, the Report only contains general advice as it
has been prepared without taking into account your
personal objectives, financial situation or needs.

Through a variety of corporate and trust structures KPMG
Transaction Services is controlled by and operates as part
of the KPMG Partnership. KPMG Transaction Services’
directors and Authorised Representatives may be partners
in the KPMG Partnership. The Authorised Representative
is a partner in the KPMG Partnership. The financial
product advice in the Report is provided by KPMG
Transaction Services and the Authorised Representative
and not by the KPMG Partnership.

You should consider the appropriateness of the general
advice in the Report having regard to your circumstances
before you act on the general advice contained in the
Report.
You should also consider the other parts of the Document
before making any decision in relation to the Transaction.

From time to time KPMG Transaction Services, the KPMG
Partnership and related entities (KPMG entities) may
provide professional services, including audit, tax and
financial advisory services, to companies and issuers of
financial products in the ordinary course of their
businesses.
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KPMG entities have provided, and continue to provide, a
range of audit services to the Company for which
professional fees are received. Over the past two years
professional fees of $1.3 million have been received from
the Company.
No individual involved in the preparation of this Report
holds a substantial interest in, or is a substantial creditor
of, the Company or has other material financial interests in
the transaction.
Complaints resolution
Internal complaints resolution process
If you have a complaint, please let either KPMG
Transaction Services or the Authorised Representative
know. Formal complaints should be sent in writing to The
Complaints Officer, KPMG, PO Box H67, Australia Square,
Sydney NSW 1213. If you have difficulty in putting your
complaint in writing, please telephone the Complaints
Officer on 02 9335 7000 and they will assist you in
documenting your complaint.
Written complaints are recorded, acknowledged within 5
days and investigated. As soon as practical, and not more
than 45 days after receiving the written complaint, the
response to your complaint will be advised in writing.

Compensation arrangements
KPMG Transaction Services has professional indemnity
insurance cover as required by the Corporations Act
2001(Cth).
Contact Details
You may contact KPMG Transaction Services or the
Authorised Representative using the contact details:
KPMG Transaction Services
A division of KPMG Financial Advisory
Services (Australia) Pty Ltd
10 Shelley St
Sydney NSW 2000
PO Box H67
Australia Square
NSW 1213
Telephone: (02) 9335 7000
Facsimile: (02) 9335 7200
Angus Reynolds
C/O KPMG
PO Box H67
Australia Square
NSW 1213
Telephone: (02) 9335 7000
Facsimile:

(02) 9335 7200

External complaints resolution process
If KPMG Transaction Services or the Authorised
Representative cannot resolve your complaint to your
satisfaction within 45 days, you can refer the matter to the
Financial Ombudsman Service (FOS). FOS is an
independent company that has been established to
provide free advice and assistance to consumers to help in
resolving complaints relating to the financial services
industry.
Further details about FOS are available at the FOS
website www.fos.org.au or by contacting them directly at:
Address:

Financial Ombudsman Service Limited, GPO
Box 3, Melbourne Victoria 3001

Telephone: 1300 78 08 08
Facsimile: (03) 9613 6399
Email:
info@fos.org.au.
The Australian Securities and Investments Commission
also has a freecall infoline on 1300 300 630 which you
may use to obtain information about your rights.
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9.1

Registration

The Company was incorporated in Victoria, Australia on 19 February 2016 as a public company limited by shares.

9.2

Company tax status

The Company will be taxed as an Australian resident public company in Australia for the purposes of Australian income tax law.

9.3

Corporate structure

The following diagram represents the Company’s corporate structure following completion of the Restructure.1 Unless otherwise indicated, each entity is 100%
owned, directly or indirectly, by the Company and incorporated in Victoria, Australia.

Figure 9.0: Company corporate structure

Existing Owners

Other Shareholders

60 - 70%

30 - 40%
Reliance Worldwide
Corporation
Limited

Reliance Worldwide
Group Holdings Pty
Ltd

Reliance Worldwide
Corporation (Aust.)
Pty Ltd

Reliance Worldwide
Holdings (NZ)
Limited1

Reliance Worldwide
Corporation (NZ)
Limited

Reliance
Manufacturing
Company (NZ) Limited

Reliance Worldwide
Corporation
(Canada) Inc.2

Reliance
Worldwide Pty Ltd

Reliance Worldwide
Holdings (USA)
Corporation3

Reliance Worldwide
Corporation
(Europe), S.L.U.4

Reliance Worldwide
Corporation

Titon Limited

Reliance Worldwide
Holdings (UK)
Limited5

Reliance Worldwide
Corporation (UK)
Limited

Reliance Water
Controls Limited

1 Reliance Worldwide Holdings (NZ) Limited and its subsidiaries are incorporated under the laws of New Zealand.
2 Reliance Worldwide Corporation (Canada) Inc. is incorporated under the laws of Ontario, Canada and is an amalgamation of two entities. The amalgamation
is expected to be completed immediately following the Restructure.
3 Reliance Worldwide Holdings (USA) Corporation and its subsidiary are incorporated under the laws of Delaware, United States.
4 Reliance Worldwide Corporation (Europe), S.L.U. is incorporated under the laws of Spain.
5 Reliance Worldwide Holdings (UK) Limited and its subsidiaries are incorporated under the laws of England and Wales.
1

The percentages held by the Existing Owners and other Shareholders on Completion of the Offer and after the end of the Stabilisation Period will depend on the
Existing Owners’ retained interest in Reliance (see Section 7.1 for further details) and the extent of any Market Stabilisation Activities (see Section 7.6 for further
details). These percentages assume that the Existing Owners elect to retain the maximum interest in Reliance and no Market Stabilisation Activities are undertaken.
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9.4

Material contracts

9.4.1

Offer Management Agreement

The Company and the Joint Lead Managers entered into an offer management agreement on or about the Prospectus Date (Offer Management
Agreement). Under the Offer Management Agreement, the Company appointed J.P. Morgan as the Sole Global Co-ordinator and a Joint Lead Manager to the
Offer and Macquarie as a Joint Lead Manager to the Offer.
The following is a summary of the principal provisions of the Offer Management Agreement. Under the Offer Management Agreement, the Joint Lead
Managers have agreed to arrange and manage the Offer, including the institutional bookbuild, and to provide settlement support for the settlement obligations
of successful Applicants and bidders under the Broker Firm Offer and Institutional Offer.

9.4.1.1 Fees and expenses
On Settlement, the Company must pay the Joint Lead Managers, in equal proportions, an offer management and distribution fee of 1.75% of the Offer
proceeds (excluding any proceeds raised in connection with the Priority Offer).
On Settlement, the Company must pay to J.P. Morgan a global co-ordination fee of $2 million.
The Company may also pay to each of the Joint Lead Managers a separate incentive fee. The sum of these incentive fees will not exceed 1.5% of the Offer
proceeds (excluding proceeds raised under the Priority Offer). Payment of any incentive fee is at the Company’s absolute discretion and may be split between
the Joint Lead Managers in any proportion that the Company decides in its absolute discretion, including by allocating the maximum incentive fee to either one
of the Joint Lead Managers. If the Company elects to pay an incentive fee, it will determine the amount of the fee(s) no later than the date that is six weeks after
the date of Settlement and once determined, the fee will be payable on or before the date that is five business days after such determination.
The actual amount of fees payable to the Joint Lead Managers will not be known until the determination of the Final Price.
In addition, the Company must pay or reimburse each Joint Lead Manager for reasonable costs and expenses incurred in connection with the Offer.
The Joint Lead Managers must pay, on behalf of the Company, any fees due to any Co-Lead Managers, Co-Managers and Brokers appointed under the Offer
Management Agreement.

9.4.1.2 Termination events not limited by materiality
Each Joint Lead Manager may terminate its obligations under the Offer Management Agreement prior to 2.00pm (Melbourne time) on the date of Settlement
on the occurrence of any of the following termination events:
•

(Prospectus) this Prospectus does not comply with the Corporations Act or NZ Securities Law (including if a statement in this Prospectus is or becomes
misleading or deceptive or likely to mislead or deceive, or a matter required to be included is omitted from this Prospectus);

•

(other disclosures) disclosures in the U.S. Offering Memorandum or the final pricing information relating to the Shares (Pricing Disclosure Package)
include an untrue statement of a material fact or omit to state a material fact necessary in order to make the statements therein, in light of the circumstances
under which they were made, not misleading;

•

(forecasts) any of the Offer Documents include any forecast, expression of opinion, belief, intention or expectation which is not based on reasonable
grounds (including having regard to ASIC Regulatory Guide 170), taken as a whole;

•

(supplementary prospectus) a supplementary prospectus is required, or in the reasonable opinion of the terminating Joint Lead Manager is required,
under section 719 of the Corporations Act or a supplementary prospectus is issued in a form that has not been approved by the Joint Lead Managers in
circumstances required by the Offer Management Agreement;

•

(Escrow Deeds) any of the Escrow Deeds are withdrawn, varied, terminated, rescinded, breached, altered or amended (other than with the Joint Lead
Managers’ consent);

•

(unable to issue Shares) the Company is prevented from allotting and issuing the Shares within the time required by the timetable included in the Offer
Management Agreement, by applicable laws, an order of a court of competent jurisdiction or a Government agency;

•

(capital and business disposals) the Company alters its issued share capital or disposes or attempts to dispose of a substantial part of the business or
property of itself or a material member of the Reliance group, other than as disclosed in this Prospectus, without the prior written consent of the Joint Lead
Managers;

•

(mutual recognition) the Company fails to comply with the requirements of the New Zealand Financial Markets Conduct Regulations 2014, to enable the
Offer to proceed on the basis of this Prospectus, under those regulations;

•

(prosecution) a Director engages in or is charged with any fraudulent activity or an indictable offence or is disqualified from managing a corporation under
Part 2D.6 of the Corporations Act, or the Company or a member of the Reliance group engages in fraudulent activity, whether or not in connection with the
Offer;

•

(insolvency) the insolvency of the Company or a member of the Reliance group or there is an act or omission that is likely to result in the Company or a
member of the Reliance group becoming insolvent;
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•

(Chairman, CEO or CFO) a change in the Company’s CEO, CFO or the Chairman is announced or occurs;

•

(listing and quotation) unconditional approval (or approval subject only to customary pre-quotation listing conditions or other conditions acceptable to the
Company and the Joint Lead Managers, acting reasonably) is refused or not granted for the Company’s admission to the Official List of the ASX or quotation
of Shares on the ASX on or before the date by which the ASX is to have confirmed these matters or if granted, the approval is subsequently withdrawn (without
immediate replacement), qualified (other than by customary pre-quotation listing conditions or other conditions acceptable to the Joint Lead Managers,
acting reasonably) or withheld;

•

(notifications) any of the following notifications are made (other than a notification that is not made public and that is withdrawn within the earliest of (i) three
business days; (ii) the business day prior to the date of opening of the Institutional Offer; or (iii) 5.00pm (Melbourne time) on the business day prior to the
date of Settlement):
•

ASIC issues an order (including an interim order) under section 739 of the Corporations Act;

•

ASIC gives notice of a hearing under section 739(2) of the Corporations Act;

•

an application is made by ASIC for an order under Part 9.5 of the Corporations Act in relation to the Offer Documents or ASIC commences any
investigation or hearing under Part 3 of the Australian Securities and Investments Commission Act 2001 (Cth) in relation to the Offer Documents;

•

any person (other than a Joint Lead Manager) gives a notice under section 733(3) of the Corporations Act or any person (other than a Joint Lead
Manager) who has previously consented to the inclusion of its name in this Prospectus withdraws its consent; or

•

any person (other than a Joint Lead Manager) gives a notice under section 730 of the Corporations Act in relation to the Offer Documents;

•

(withdrawal) the Company withdraws the Prospectus, any invitations to apply for Shares under the Offer Documents or all or any part of the Offer or
indicates that it does not intend to proceed with the Offer or any part of it;

•

(market fall) at any time, the S&P/ASX 200 Index falls to a level that is 90% or less of the level as at the close of trading on the day prior to the opening of the
Institutional Offer and is at or below that level at the close of trading (a) for two consecutive business days during any time after the opening of the Institutional
Offer; or (b) on the business day immediately before the date of Settlement or allotment of the Offer; or

•

(certificate not provided) the Company does not provide a closing certificate as and when required by the Offer Management Agreement.

9.4.1.3 Termination events limited by materiality
If any of the following events occurs prior to 2.00pm (Melbourne time) on the date of Settlement, each Joint Lead Manager may terminate their obligations
under the Offer Management Agreement if that Joint Lead Manager has reasonable and bona fide grounds to believe (and does believe) that the event (a) has
had or is likely to have a material adverse effect on the success, settlement or marketing of the Offer or on the ability of the Joint Lead Managers to market,
promote or settle the Offer, or on the likely price at which the Shares will trade on the ASX; or (b) will, or is likely to, give rise to a liability of the terminating Joint
Lead Manager under, or a contravention by that Joint Lead Manager of, any applicable law:
•

(timetable) any event specified in the timetable set out in the Offer Management Agreement up to and including the commencement of normal trading is
delayed by more than two business days without the prior written approval of the Joint Lead Managers;

•

(new circumstances) there occurs a new circumstance in relation to the Company or any Reliance group member that arises after this Prospectus is
lodged that would have been required to be included in this Prospectus if it had arisen before lodgement;

•

(disclosures in the due diligence reports and any other information) the due diligence reports or any other information supplied by or on behalf of
the Company to the Joint Lead Managers in relation to Reliance or the Offer is (or is likely to), or becomes (or becomes likely to be), false, misleading or
deceptive, including by way of omission;

•

(adverse change) any adverse change occurs in the assets, liabilities, financial position or performance, profits, losses, prospects or forecasts of the
Company or Reliance (insofar as the position in relation to an entity in the Reliance group affects the overall position of the Company), including from those
respectively disclosed in any Offer document;

•

(Offer Documents) any of the Offer Documents (other than this Prospectus), any public and media statements made by, or on behalf of, and with the
consent of, the Company in relation to the business or affairs of Reliance or the Offer (Public Information) or any aspect of the Offer does not comply with
the Corporations Act or the NZ Securities Law (including if a statement in any of the Offer Documents (other than this Prospectus) or Public Information is or
becomes misleading or deceptive, or a matter required by the ASX Listing Rules or any other applicable law or regulation to be included is omitted from any
of the Offer Documents (other than this Prospectus) or Public Information;

•

(force majeure) there is an event or occurrence, including any statute, order, rule, regulation, directive or request of any governmental agency that makes it
illegal for the Joint Lead Managers to satisfy an obligation under the Offer Management Agreement, or to market, promote or settle the Offer;

•

(breach) the Company defaults on one or more of its obligations under the Offer Management Agreement;

•

(representations and warranties) a representation or warranty contained in the Offer Management Agreement on the part of the Company is breached,
becomes not true or correct or is not performed;

•

(Constitution) the Company varies any term of the Constitution other than as contemplated by this Prospectus without the prior written consent of the Joint
Lead Managers (not to be unreasonably withheld or delayed);
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•

(hostilities) hostilities not presently existing commence (whether war has been declared or not) or an escalation in existing hostilities occurs (whether war has
been declared or not) involving any one or more of Australia, New Zealand, Singapore, Hong Kong, the United States, any member state of the European
Union, the United Kingdom, Japan, or the People’s Republic of China or a major act of terrorism is perpetrated in any of those places;

•

(disruption in financial markets) any of the following occurs:
•

a general moratorium on commercial banking activities in Australia, Singapore, Hong Kong, the United Kingdom, New Zealand or the United States is
declared by the relevant central banking authority in those countries, or there is a material disruption in commercial banking or security settlement or
clearance services in any of those countries;

•

any disruption to the financial markets, political or economic conditions or currency exchange rates or controls of Australia, New Zealand, Singapore,
Hong Kong, the United Kingdom or the United States; or

•

trading in all securities quoted or listed on the ASX, the London Stock Exchange or the New York Stock Exchange is suspended or limited in a material
respect for one day (or a substantial part of one day) on which that exchange is open for trading;

•

(change of law) there is introduced, or there is a public announcement of a proposal to introduce, into the Parliament of Australia or any State of Australia or
the United States, a new law, or the Reserve Bank of Australia or any Commonwealth or State authority or ASIC, adopts or announces a proposal to adopt a
new policy (other than a law or policy, which has been announced before the date of the Offer Management Agreement);

•

(change in the Board) a change in the Board (other than in relation to the CEO or the Chairman) of the Company occurs;

•

(compliance with law) a contravention by the Company or any entity in the Reliance group of the Corporations Act, New Zealand Securities Law, the
Competition and Consumer Act 2010 (Cth), the Australian Securities and Investments Commission Act 2001 (Cth), the Constitution, any of the ASX Listing
Rules or any other applicable law;

•

(certificate incorrect) a statement in any closing certificate provided by the Company under the Offer Management Agreement to the Joint Lead Managers
is false, misleading, inaccurate, untrue or incorrect (including by way of omission);

•

(Material Contracts) any Material Contract is varied, terminated, rescinded or altered or amended without the prior consent of the Joint Lead Managers or
any Material Contract is breached or is or becomes void, voidable, illegal, invalid or unenforceable (other than by reason only of a party waiving any of its
rights) or capable of being terminated, rescinded or avoided or of limited force and effect, or its performance is or becomes illegal; or

•

(legal proceedings) any of the following occurs:
•

the commencement of legal proceedings against the Company or any other member of the Reliance group or any director of the Company or any
member of the Reliance group in that capacity; or

•

any regulatory body (including a government agency) commences any investigation, claim, inquiry, proceedings or public action against the
Company or any other member of the Reliance group or announces that it intends to take such action (whether in respect of the Offer or otherwise).

9.4.1.4 Effect of termination of the Offer Management Agreement
If a Joint Lead Manager validly terminates its obligations under the Offer Management Agreement, that Joint Lead Manager will be immediately relieved of its
obligations under that agreement and will no longer be a lead manager and will not be obliged to conduct the institutional bookbuild or provide settlement
support. Under the Offer Management Agreement, if one Joint Lead Manager terminates, the Company and the other Joint Lead Manager may agree that the
other Joint Lead Manager will assume the obligations of the terminating Joint Lead Manager or may agree to appoint a replacement Joint Lead Manager to
assume all the obligations of the terminating Joint Lead Manager.

9.4.1.5 Representations, warranties and undertakings
The Company gives various representations, warranties and undertakings to the Joint Lead Managers that are standard for offers of this kind, including the
entry into voluntary escrow deeds by the Escrowed Shareholders (see Section 7.7 for further details) and that the documents issued or published by or on
behalf of the Company in respect of the Offer are to comply with all applicable laws. These representations, warranties and undertakings relate to matters such
as power and authorisations, the conduct of the parties, the conduct of the due diligence process, information provided to the Joint Lead Managers, financial
information, material contracts, licences, compliance with the ASX Listing Rules and other laws and regulations, information contained in this Prospectus and
the conduct of the Offer.
Other than pursuant to the Offer and certain other limited exceptions, the Company has agreed that it will not, without the Joint Lead Managers’ prior written
consent, allot or agree to allot (or indicate that it may or will do so), any equity securities (or securities convertible or exchangeable into equity or that represent
the right to receive equity) of the Company or any other member of the Reliance group at any time after the date of the Offer Management Agreement and
before the expiration of 120 days after Completion of the Offer.
The Company has also undertaken to conduct its business in the ordinary course and not to dispose or agree to dispose (or permit any other member of the
Reliance group to dispose) of the whole or a material part of its business or property except in the ordinary course or as disclosed in this Prospectus (other
than with the Joint Lead Managers’ consent) before the expiration of 120 days after Completion of the Offer.

9.4.1.6 Indemnity
The Company has agreed to indemnify the Joint Lead Managers and certain of the Joint Lead Managers’ affiliated parties from direct losses suffered in
connection with the Offer, subject to customary exclusions, including fraud, wilful misconduct, recklessness and negligence.
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9.4.2

Restructure Agreements

The Company is undertaking the Restructure in connection with the Offer.
Under the Restructure Agreements, the Existing Owners have sold or agreed to sell 100% of their shares in the Reliance Entities to wholly owned subsidiaries
of the Company. A diagram showing the Reliance corporate group structure on completion of the Restructure is in Section 9.3.
The aggregate consideration payable by Reliance for the Reliance Entities under the Restructure Agreements reflects the value of the Reliance Entities, as
determined by the market capitalisation of Reliance as at Completion of the Offer, plus bank debt drawn for the acquisition under the Banking Facilities, less
Offer costs.
The Existing Owners will receive the consideration for their Reliance Entity shares in the form of a combination of Shares and cash from the proceeds of the
Offer. As a result of these share sales, the Existing Owners will collectively hold a 30% to 40% interest in the Company on Completion of the Offer2.
The Shares to be held by the Existing Owners on Completion of the Offer will be subject to voluntary escrow arrangements, as set out in Section 7.7.
The Restructure Agreements contain minimal representations and warranties by the Existing Owners. The representations and warranties given relate to
the Existing Owners’ ownership of the Reliance Entity shares and their power and authority to enter into and perform their obligations under the Restructure
Agreements.
Completion under the Restructure Agreements is conditional on the allotment of Shares under the Offer.

9.4.3

Arrangements with The Home Depot

Reliance’s largest customer is The Home Depot in the United States. Under an agreement dated 20 October 2009 with the Home Depot U.S.A., Inc. (The
Home Depot), The Home Depot has the exclusive right to market, distribute, promote and sell Reliance products with push fit mechanisms (ie PTC) carrying
the “SharkBite” trademark (Products) through the “Big Box” retail channel in over 2,000 of The Home Depot’s retail stores in the USA, Canada and Mexico.
Reliance must supply a minimum of 98% of the agreed volume of Products (as determined by reference to the monthly forecast mutually developed by the
parties) to The Home Depot each month. For any new products to be sold in The Home Depot’s retail stores, Reliance must supply a minimum of 95% of
the agreed volume of Products (as determined by reference to the monthly forecast mutually developed by the parties) for the 12 months from the date of
introduction of the product. If these targets are not fulfilled for three consecutive months, Reliance must use commercially reasonable efforts to rectify the
situation within 90 days of being notified by The Home Depot.
Reliance’s agreement with The Home Depot has an initial 3 year term, which is automatically renewed and continues unless otherwise terminated by a party.
The agreement may be terminated by either party immediately by written notice if the other party undergoes a change in control or breaches a material
provision of the agreement and fails to remedy such breach within 30 days of receiving written notice or becomes insolvent. While The Home Depot has
advised Reliance that it will not expressly provide a formal written confirmation that it will not terminate the agreement because of the change in control arising
from the Restructure or the Offer, The Home Depot has not terminated or indicated that it will terminate the agreement with Reliance because of the change in
control.

9.5

Australian taxation considerations

This Section provides a general overview of certain Australian tax consequences for investors who acquire Shares through the Offer.
The following tax comments are based on the tax law in Australia in force as at the Prospectus Date. Australian tax laws are complex. This summary is general
in nature and is not intended to be an authoritative or complete statement of all potential tax implications for each investor. During the ownership of the Shares
by investors, the taxation laws of Australia or their interpretation may change. The precise implications of ownership or disposal will depend upon each
investor’s specific circumstances. Investors should seek their own professional advice on the taxation implications of holding or disposing of the Shares, taking
into account their specific circumstances.
The following information is a general summary of the Australian income tax implications for Australian resident individuals, complying superannuation entities,
trusts, partnerships and corporate investors and non-Australian resident individuals and corporate investors. These comments do not apply to investors that
hold Shares on revenue account, investors who are exempt from Australian income tax or investors subject to the Taxation of Financial Arrangements regime in
Division 230 of the Income Tax Assessment Act 1997 (Cth) which have made elections for the fair value or Reliance on Financial Reports methodologies.
Taxation issues, such as (but not limited to) those covered by this Section are only one of the matters an investor needs to consider when making a decision
about a financial product. Investors should consider taking advice from someone who holds an Australian financial services licence before making such a
decision.

2

Disregarding any Shares transferred to GSA International as a result of any Market Stabilisation Activities undertaken (see Section 7.6 for further details).
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9.5.1

Dividends paid on Shares

Dividends may be paid to Shareholders by the Company. The Company may attach ‘franking credits’ to such dividends. Franking credits broadly represent the
extent to which a dividend is paid by the Company out of profits that have been subject to Australian tax. It is possible for a dividend to be fully franked, partly
franked or unfranked.
It should be noted that the concept of a dividend for Australian income tax purposes is very broad and can include payments that are made in respect of such
things as off-market share buy-backs.

9.5.1.1 Australian resident individuals and complying superannuation entities
Dividends paid by the Company on a Share will constitute assessable income of an Australian tax resident investor. Australian tax resident investors who are
individuals or complying superannuation entities should include the dividend in their assessable income (some superannuation funds may be exempt in
relation to Shares to the extent they are held to support current pension liabilities) in the year the dividend is paid, together with any franking credit attached to
that dividend. Such investors should be entitled to a tax offset equal to the franking credit attached to the dividend. The tax offset can be applied to reduce the
tax payable on the investor’s taxable income. Where the tax offset exceeds the tax payable on the investor’s taxable income, such investors should be entitled
to a tax refund.
To the extent that the dividend is unfranked, the investor will generally be taxed at his or her prevailing marginal rate on the dividend received with no tax offset.

9.5.1.2 Australian resident corporate investors
Corporate investors are also required to include both the dividend and associated franking credit in their assessable income.
They are then allowed a tax offset up to the amount of the franking credit on the dividend.
An Australian resident corporate investor should be entitled to a credit in its own franking account to the extent of the franking credit on the distribution received.
This will allow the corporate investor to pass on the benefit of the franking credits to its own investor(s) on the payment of dividends.
Excess franking credits received cannot give rise to a refund for a company but can be converted into carry forward tax losses.

9.5.1.3 Australian resident trusts and partnerships
Investors who are trustees (other than trustees of complying superannuation entities) or partnerships will be required to include the amount of the dividend
together with any franking credit in determining the net income of the trust or partnership for the income year in which the dividend is paid. The rules
surrounding the treatment of dividends, particularly franked dividends, for trusts and partnerships are complex but, providing that certain conditions are
satisfied, both the liability to pay tax on the dividend (and any franking credits) and the tax offset provided by any franking credits can flow through to the
beneficiaries or partners.

9.5.1.4 Non-Australian resident individuals and corporate investors
Dividends paid to a non-resident of Australia should not be subject to Australian dividend withholding tax to the extent that the dividends have been franked or,
if unfranked, the dividends have been declared to be conduit foreign income.
To the extent that a dividend is unfranked and has not been declared to be conduit foreign income, Australian dividend withholding tax will be required to be
withheld by the Company on behalf of the non-Australian tax resident investor at a rate not exceeding 30%. Dividend withholding tax may be reduced under an
applicable Double Taxation Agreement Australia has with certain treaty countries.

9.5.1.5 Shares held at risk
The benefit of franking credits can be denied where an investor is not a ‘qualified person’ in which case the investor will not need to include an amount for the
franking credits in their assessable income and will not be entitled to a tax offset.
Broadly, to be a ‘qualified person’, two tests must be satisfied, namely the holding period rule and the related payments rule.
Under the holding period rule, an investor is required to hold shares “at risk” for more than 45 days continuously (which is measured as the period
commencing the day after the shares were acquired and ending on the 45th day after the shares become ex-dividend) in order to qualify for franking benefits,
including franking credits. This holding period rule is subject to certain exceptions, including where the total franking offsets of an individual in a year of income
do not exceed AU$5,000. Special rules apply to trusts and beneficiaries.
Under the related payments rule, a different testing period applies where the investor has made, or is under an obligation to make, a related payment in relation
to the dividend. The related payment rule requires the investor to have held the shares at risk for the continuous 45 day period as above but within the limited
period commencing on the 45th day before, and ending on the 45th day after, the day the shares become ex-dividend.
Investors should seek professional advice to determine if these requirements, as they apply to them, have been satisfied.
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9.5.1.6 Dividend washing
On 14 May 2013, the Commonwealth Government announced measures which apply to “dividend washing” which have since been enacted with effect from
1 July 2013.
Dividend washing is a practice through which taxpayers seek to claim two sets of franking credits by selling shares held on the ASX and then effectively
repurchasing the same parcel of shares on a special ASX trading market. The timing of this transaction occurs after the taxpayer becomes entitled to the
dividend but before the official record date for dividend entitlements. Where applicable, no tax offset is available (nor is an amount required to be included in
your assessable income) for a dividend received on the parcel of shares purchased on the special ASX trading market.
Investors should consider the impact of these change having regard to their own personal circumstances.

9.5.2

Disposal of Shares

9.5.2.1 Australian tax resident Shareholders
Australian tax resident Shareholders who hold their Shares on capital account will be required to consider the impact of the Australian capital gains tax (CGT)
provisions in respect of the disposal of their Shares.
Where the capital proceeds received on disposal of the Shares exceed the CGT cost base of those Shares, Australian tax resident Shareholders will be
required to recognise a capital gain. The CGT cost base of the Shares should generally be equal to the issue price or acquisition price of the Shares plus,
among other things, incidental costs associated with the acquisition and disposal of the Shares. The CGT cost base of the Shares may be reduced as a result
of receiving non-assessable distributions from the Company, such as returns of capital.
Conversely, Australian tax resident Shareholders may recognise a capital loss on the disposal of Shares where the capital proceeds received on disposal are
less than the reduced CGT cost base of the Shares.
All capital gains made by an Australian tax resident Shareholder for an income year are added together and all capital losses made for that year are subtracted.
To the extent that a net gain exists, such Shareholders should be able to reduce the gain by any amount of unapplied net capital losses carried forward from
previous income years (provided certain loss recoupment tests are satisfied). Any remaining net gain (after the application of any carried forward tax losses)
will then be required to be included in the Australian tax resident Shareholder’s assessable income (subject to the comments below in relation to the availability
of the CGT discount concession) and will be taxable at the Shareholder’s applicable rate of tax. Where a net capital loss is recognised, the loss will only
be deductible against future capital gains. Capital losses are capable of being carried forward indefinitely, provided the relevant loss recoupment tests are
satisfied.
Non-corporate Shareholders may be entitled to a concession which discounts the amount of capital gain that is assessed. Broadly, the concession is available
where the Shares have been held for at least 12 months prior to disposal. The concession results in a 50% reduction in the assessable amount of a capital
gain for an individual Shareholder or trust, and a one third reduction of a capital gain for an Australian tax resident complying superannuation entity Shareholder.
If available, the reduction is applied after the application of any current year or carried forward capital losses, and only to the portion of the capital gain on the
Shares remaining after applying those losses. The concession is not available to corporate Shareholders.
In relation to trusts, the rules surrounding capital gains and the CGT discount are complex, but the benefit of the CGT discount may flow through to relevant
beneficiaries, subject to certain requirements being satisfied.

9.5.2.2 Non-Australian tax residents
Broadly, non-Australian tax resident investors, who hold Shares on capital account, should not be subject to Australian income tax in relation to a future
disposal of these Shares unless:
•

the investor (together with its associates) directly holds 10% or more of the issued share capital of the Company at the time of the disposal, or throughout a
continuous period of 12 months within the two years before the disposal; and

•

at the time of the disposal, more than 50% of the Company’s assets (by market value) are “taxable Australian real property”.

The definition of the terms “associates” and “taxable Australian real property” for Australian tax purposes are complex. It is recommended that non-Australian
tax resident investors seek their own advice as to how these expressions may apply to their circumstances.

9.5.3

Tax file numbers

A Shareholder is not obliged to quote a tax file number (TFN), or where relevant, Australian Business Number (ABN), to the Company. However, if a TFN or
ABN is not quoted and no exemption is applicable, income tax is required to be deducted by the Company at the highest marginal rate (currently 45%) plus
Medicare levy (currently 2%, but scheduled to end from 1 July 2017) and Budget Repair Levy (2% as of 1 July 2014 for the following three income years ending
on 30 June 2017) from certain dividends paid.
The withholding requirement does not apply to the franked part (if any) of a dividend paid by the Company on the Shares.

Reliance Worldwide Corporation Limited

177

ADDITIONAL
IMPORTANT NOTICES
INFORMATION

9.5.4

Stamp duty

No duty should be payable by a Shareholder on the issue or acquisition of Shares pursuant to the Offer. Further, under current duty legislation, duty would not
ordinarily be payable on any subsequent acquisition of Shares by a Shareholder provided the Company remains listed on the ASX and the Shareholder does
not hold 90% or more of the issued shares in the Company (alone or with associates).

9.5.5

Australian Goods and Services Tax (“GST”)

Under current Australian law, GST should not be payable in respect of the issue, acquisition or transfer of Shares. Investors will generally not be entitled to claim
full input tax credits for GST included in any costs associated with acquiring, holding or disposing of Shares.

9.6

New Zealand taxation implications

This Section provides a general overview of certain New Zealand tax consequences for investors who acquire Shares through the Offer.
The following tax comments are based on the tax law in New Zealand in force as at the Prospectus Date. New Zealand tax laws are complex. This summary is
general in nature and is not intended to be an authoritative or complete statement of all potential tax implications for each investor. During the ownership of the
Shares by investors, the taxation laws of New Zealand or their interpretation may change. The precise implications of ownership or disposal will depend upon
each investor’s specific circumstances. Investors should seek their own professional advice on the taxation implications of holding or disposing of the Shares,
taking into account their specific circumstances.
The following information is a general summary of the New Zealand income tax implications for New Zealand resident individuals, trusts, partnerships and
corporate investors. These comments do not apply to investors that hold Shares on revenue account, or investors who are exempt from New Zealand income
tax.
Taxation issues, such as (but not limited to) those covered by this Section are only one of the matters an investor needs to consider when making a decision
about a financial product. Investors should consider taking professional advice with regard to their own circumstances.

9.6.1

Dividends paid on Shares

Dividends may be paid to Shareholders by the Company. As the Company is Australian tax resident, it may attach ‘franking credits’ to such dividends. Franking
credits are not recognised for New Zealand income tax purposes.
It should be noted that the concept of a dividend for New Zealand income tax purposes is very broad and can include payments that are made in respect of
such things as off-market share buy-backs.

9.6.1.1 New Zealand resident individuals, trusts and partnerships
Dividends paid by the Company on a Share will constitute assessable income of a New Zealand tax resident investor.
New Zealand tax resident investors should include the gross dividend (amount prior to any deduction for Australian dividend withholding tax) in their
assessable income in the year the dividend is paid. Investors should be entitled to a tax credit for any Australian dividend withholding tax deducted from the
dividend. The tax credit can be applied to reduce the tax payable on the investor’s taxable income.
Any franking credits attached are ignored for New Zealand income tax purposes.
If a New Zealand tax resident individual Shareholder is not otherwise required to file an income tax return, receiving foreign dividends of $200 or less will not
generally change that. However, if the New Zealand tax resident individual receives total foreign dividends of more than $200 in a tax year, they will be required
to file a New Zealand income tax return.

9.6.1.2 Corporate investors
New Zealand tax resident corporate investors are also required to include the dividend in their assessable income in the year in which the dividend is paid,
unless the investment is greater than 10% of total shares on issue.
Any Australian dividend withholding tax is generally available as a tax credit to reduce the New Zealand tax payable on the investor’s taxable income.
Franking credits are ignored for New Zealand income tax purposes.

9.6.2

Disposal of Shares

New Zealand tax resident Shareholders who hold their Shares on capital account will not be subject to income tax in respect of the disposal of their Shares.
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9.6.3

Stamp duty

There is no New Zealand stamp duty that will apply on the issue or acquisition of Shares pursuant to the Offer. Subsequent transfers of Shares will also not be
subject to stamp duty in New Zealand.

9.6.4

New Zealand Goods and Services Tax (GST)

GST should not be payable in respect of the issue, acquisition or transfer of Shares.

9.7

Ownership restrictions

The sale and purchase of Shares are regulated by Australian laws that restrict the level of ownership or control by any one person (either alone or in
combination with others). This Section 9.7 contains a general description of these laws.
Corporations Act The takeover provisions in Chapter 6 of the Corporations Act restrict acquisitions of shares in listed companies, and unlisted
9.7.1
companies with more than 50 members, if the acquirer’s (or another party’s) voting power would increase to above 20%, or would increase from a starting
point that is above 20% and below 90%, unless certain exceptions apply.
The Corporations Act also imposes notification requirements on persons having voting power of 5% or more in the Company.

9.7.2

Foreign Acquisitions and Takeovers Act

Generally, the Foreign Acquisitions and Takeovers Act 1975 (Cth) (FATA) applies to acquisitions of shares and voting power in a company of 20% or more
by a single foreign person and its associates (substantial interest), or 40% or more by two or more unassociated foreign persons and their associates
(aggregate substantial interest). Where an acquisition of a substantial interest meets certain criteria, the acquisition may not occur unless notice of it
has been given to the Federal Treasurer and the Federal Treasurer has either stated that there is no objection to the proposed acquisition in terms of the
Commonwealth Government’s Foreign Investment Policy or a statutory period has expired without the Federal Treasurer objecting. An acquisition of a
substantial interest or an aggregate substantial interest meeting certain criteria may also lead to divestment orders unless a process of notification, and either
a statement of non-objection or expiry of a statutory period without objection, has occurred. Direct investments by foreign governments and their agencies
irrespective of their size may be required to be notified under the FATA and associated regulations for prior approval.

9.7.3

Overseas Investment Act 2005 (New Zealand)

The Overseas Investment Act 2005 (New Zealand) (Overseas Investment Act) may require prior approval to be obtained from the Overseas Investment
Office (New Zealand) for any transaction in which an overseas person (which includes a body corporate that is incorporated outside New Zealand or is 25% or
more held by overseas persons), or an associate of an overseas person, within the meaning of the Overseas Investment Act, acquires (either alone or together
with its associates) a 25% or more ownership or control interest in the Company, or increases an existing 25% or more ownership or control interest in the
Company. Failure by an investor to obtain consent before acquiring interests in the Company where it is required under the Overseas Investment Act may result
in penalties including monetary penalties and/or orders from a court to dispose of the investor’s interests in the Company, or that the offending transaction be
cancelled.

9.8

Consents to be named and inclusion of statement and disclaimers of
responsibility

Each of the parties referred to below has given, and has not, before the lodgement of this Prospectus with ASIC, withdrawn its written consent to being named
in the Prospectus in the form and context in which it is named:
•

J.P. Morgan as Sole Global Coordinator and Joint Lead Manager to the Offer;

•

Macquarie as Joint Lead Manager to the Offer;

•

Evans and Partners and Morgans Corporate Limited as Co-Lead Managers to the Offer;

•

Ord Minnett Limited and Macquarie Equities Limited as Co-Managers to the Offer;

•

Oaktower Partnership Pty Ltd as financial adviser to the Company in relation to the Offer;

•

Herbert Smith Freehills as Australian legal adviser (except in relation to taxation and stamp duty) to the Company in relation to the Offer;

•

Herbert Smith Freehills LLP as special United States legal adviser (except in relation to taxation and stamp duty) to the Company in relation to the Offer;

•

Russell McVeagh as New Zealand legal adviser to the Company in relation to the Offer;
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•

KPMG Transaction Services, as Investigating Accountant to the Company and to the inclusion in this Prospectus of its Investigating Accountant’s Report in
the form and context in which it is included;

•

KPMG as auditor and taxation adviser to the Company; and

•

Computershare Investor Services Pty Limited as the Company’s Share Registry.

No entity or person referred to above has made any statement that is included in this Prospectus or any statement on which a statement made in this
Prospectus is based, except as stated above. None of the entities or persons referred to above has authorised or caused the issue of this Prospectus, does
not make any offer of Shares and, subject to the law, expressly disclaims and takes no responsibility for any statements or omissions in this Prospectus except
as stated above.

9.9

Description of the syndicate

The Joint Lead Managers to the Offer are J.P. Morgan and Macquarie.
The Co-Lead Managers to the Offer are Evans and Partners Pty Ltd and Morgans Corporate Limited.
The Co-Managers to the Offer are Ord Minnett Limited and Macquarie Equities Limited.

9.10

ASIC and ASX

9.10.1 ASIC exemptions and relief
The Company has received certain exemptions from, modifications to, and relief from, the following provisions of the Corporations Act, as well as the “no
action” letter described below:
•

an exemption from ASIC from the pre-prospectus advertising and publicity rules in section 732(2) of the Corporations Act to permit the provision of information
relating to the Offer to Reliance’s employees prior to lodgement of the Prospectus;

•

relief so that the takeover provisions of the Corporations Act will not apply to certain relevant interests that the Company would otherwise acquire in the
Escrowed Shareholders’ Escrowed Shares by reason of the voluntary escrow arrangements in relation to those Shares, as described in Section 7.7;

•

an exemption from compliance with section 1020B(2) of the Corporations Act relating to the prohibition of certain short sales of securities on behalf of all
persons who sell or offer to sell Shares during the period of conditional trading on the ASX; and

•

ASIC has provided a “no action” letter to the Company relating to the Market Stabilisation Activities, which may be undertaken by the Stabilisation Manager,
as described in Section 7.6.

9.10.2 ASX waiver and confirmations
The Company has applied to ASX for the following ASX Listing Rule waiver and confirmations:
•

a waiver from ASX Listing Rule 10.14 in connection with the proposed employee incentive schemes to be put in place by the Company, as described in
Section 6.3.3;

•

confirmation that the Company may undertake conditional and deferred settlement basis trading of the Shares, subject to certain conditions to be approved
by ASX; and

•

confirmation and approval of the Market Stabilisation Activities, which may be undertaken by the Stabilisation Manager, as described in Section 7.6.

9.11

Litigation and claims

As far as the Directors are aware, as at the Prospectus Date, there is no current or threatened civil litigation, arbitration, proceeding or administrative appeal, or
criminal or governmental prosecution to which the Company is a party that they believe is likely to have a material adverse effect on the business or financial
position of the Company.
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9.12

Selling restrictions

9.12.1 International Offer restrictions
This Prospectus does not constitute an offer of Shares in any jurisdiction in which it would be unlawful. In particular, this Prospectus may not be distributed to
any person, and the Shares may not be offered or sold, in any country outside Australia and New Zealand except to the extent permitted below.

9.12.2 Canada (British Columbia, Manitoba, Ontario and Quebec provinces)
This document constitutes an offering of Shares only in the provinces of British Columbia, Manitoba, Ontario and Quebec (Provinces) and to those persons to
whom they may be lawfully distributed in the Provinces, and only by persons permitted to sell such Shares. This document is not, and under no circumstances
is to be construed as, an advertisement or a public offering of securities in the Provinces. This document may only be distributed in the Provinces to persons
that are “accredited investors” within the meaning of NI 45-106 – Prospectus and Registration Exemptions, of the Canadian Securities Administrators.
No securities commission or similar authority in the Provinces has reviewed or in any way passed upon this document, the merits of the Shares or the offering
of Shares and any representation to the contrary is an offence.
No prospectus has been, or will be, filed in the Provinces with respect to the offering of Shares or the resale of such securities. Any person in the Provinces
lawfully participating in the offer will not receive the information, legal rights or protections that would be afforded had a prospectus been filed and receipted
by the securities regulator in the applicable Province. Furthermore, any resale of the Shares in the Provinces must be made in accordance with applicable
Canadian securities laws which may require resales to be made in accordance with exemptions from dealer registration and prospectus requirements. These
resale restrictions may in some circumstances apply to resales of the Shares outside Canada and, as a result, Canadian purchasers should seek legal advice
prior to any resale of the Shares.
The Company as well as its directors and officers may be located outside Canada and, as a result, it may not be possible for purchasers to effect service
of process within Canada upon the Company or its directors or officers. All or a substantial portion of the assets of the Company and such persons may
be located outside Canada and, as a result, it may not be possible to satisfy a judgment against the Company or such persons in Canada or to enforce a
judgment obtained in Canadian courts against the Company or such persons outside Canada.
Any financial information contained in this document has been prepared in accordance with Australian Accounting Standards and also complies with
International Financial Reporting Standards and interpretations issued by the International Accounting Standards Board. Unless stated otherwise, all dollar
amounts contained in this document are in Australian Dollars.
Statutory rights of action for damages and rescission
Securities legislation in certain of the Provinces may provide purchasers with, in addition to any other rights they may have at law, rights of rescission or
to damages, or both, when an offering memorandum that is delivered to purchasers contains a misrepresentation. These rights and remedies must be
exercised within prescribed time limits and are subject to the defenses contained in applicable securities legislation. Prospective purchasers should refer to the
applicable provisions of the securities legislation of their respective Province for the particulars of these rights or consult with a legal adviser.
The following is a summary of the statutory rights of rescission or to damages, or both, available to purchasers in Ontario. In Ontario, every purchaser of the
Shares purchased pursuant to this document (other than (a) a “Canadian financial institution” or a “Schedule III bank” (each as defined in NI 45-106), (b)
the Business Development Bank of Canada or (c) a subsidiary of any person referred to in (a) or (b) above, if the person owns all the voting securities of the
subsidiary, except the voting securities required by law to be owned by the directors of that subsidiary) shall have a statutory right of action for damages and/or
rescission against the Company if this document or any amendment thereto contains a misrepresentation. If a purchaser elects to exercise the right of action
for rescission, the purchaser will have no right of action for damages against the Company. This right of action for rescission or damages is in addition to and
without derogation from any other right the purchaser may have at law. In particular, section 130.1 of the Securities Act (Ontario) provides that, if this document
contains a misrepresentation, a purchaser who purchases the Shares during the period of distribution shall be deemed to have relied on the misrepresentation
if it was a misrepresentation at the time of purchase and has a right of action for damages or, alternatively, may elect to exercise a right of rescission against
the Company, provided that (a) the Company will not be liable if it proves that the purchaser purchased the Shares with knowledge of the misrepresentation;
(b) in an action for damages, the Company is not liable for all or any portion of the damages that the Company proves does not represent the depreciation in
value of the Shares as a result of the misrepresentation relied upon; and (c) in no case shall the amount recoverable exceed the price at which the Shares were
offered.
Section 138 of the Securities Act (Ontario) provides that no action shall be commenced to enforce these rights more than (a) in the case of any action for
rescission, 180 days after the date of the transaction that gave rise to the cause of action or (b) in the case of any action, other than an action for rescission,
the earlier of (i) 180 days after the purchaser first had knowledge of the fact giving rise to the cause of action or (ii) three years after the date of the transaction
that gave rise to the cause of action. These rights are in addition to and not in derogation from any other right the purchaser may have.
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Certain Canadian income tax considerations
Prospective purchasers of the Shares should consult their own tax adviser with respect to any taxes payable in connection with the acquisition, holding
or disposition of the Shares as any discussion of taxation related matters in this document is not a comprehensive description and there are a number of
substantive Canadian tax compliance requirements for investors in the Provinces.
Language of documents in Canada
Upon receipt of this document, each investor in Canada hereby confirms that it has expressly requested that all documents evidencing or relating in any way
to the sale of the Shares (including for greater certainty any purchase confirmation or any notice) be drawn up in the English language only. Par la réception
de ce document, chaque investisseur canadien confirme par les présentes qu’il a expressément exigé que tous les documents faisant foi ou se rapportant de
quelque manière que ce soit à la vente des valeurs mobilières décrites aux présentes (incluant, pour plus de certitude, toute confirmation d’achat ou tout avis)
soient rédigés en anglais seulement.

9.12.3 China
The information in this document does not constitute a public offer of the Shares, whether by way of sale or subscription, in the People’s Republic of China
(PRC) (excluding, for purposes of this paragraph, Hong Kong Special Administrative Region, Macau Special Administrative Region and Taiwan). The Shares
may not be offered or sold directly or indirectly in the PRC to legal or natural persons other than directly to “qualified domestic institutional investors”.

9.12.4 European Economic Area - Belgium, Denmark, Germany, Luxembourg
and Netherlands
The information in this document has been prepared on the basis that all offers of Shares will be made pursuant to an exemption under the Directive 2003/71/
EC (“Prospectus Directive”), as amended and implemented in Member States of the European Economic Area (each, a Relevant Member State), from
the requirement to publish a prospectus for offers of securities.
An offer to the public of Shares has not been made, and may not be made, in a Relevant Member State except pursuant to one of the following exemptions
under the Prospectus Directive as implemented in the Relevant Member State:
•

to any legal entity that is authorised or regulated to operate in the financial markets or whose main business is to invest in financial instruments;

•

to any legal entity that satisfies two of the following three criteria: (i) balance sheet total of at least €20,000,000; (ii) annual net turnover of at least €40,000,000;
and (iii) own funds of at least €2,000,000 (as shown on its last annual unconsolidated or consolidated financial statements);

•

to any person or entity who has requested to be treated as a professional client in accordance with the EU Markets in Financial Instruments Directive
(Directive 2004/39/EC, MiFID); or

•

to any person or entity who is recognised as an eligible counterparty in accordance with Article 24 of the MiFID.

9.12.5 France
This document is not being distributed in the context of a public offering of financial securities (offre au public de titres financiers) in France within the meaning
of Article L.411-1 of the French Monetary and Financial Code (Code monétaire et financier) and Articles 211-1 et seq. of the General Regulation of the French
Autorité des marchés financiers (AMF). The Shares have not been offered or sold and will not be offered or sold, directly or indirectly, to the public in France.
This document and any other offering material relating to the Shares have not been, and will not be, submitted to the AMF for approval in France and,
accordingly, may not be distributed (directly or indirectly) to the public in France. Such offers, sales and distributions have been and shall only be made in
France to qualified investors (investisseurs qualifiés) acting for their own account, as defined in and in accordance with Articles L.411-2-II-2, D.411-1, L.533-16,
L.533-20, D.533-11, D.533-13, D.744-1, D.754-1 and D.764-1 of the French Monetary and Financial Code and any implementing regulation.
Pursuant to Article 211-3 of the General Regulation of the AMF, investors in France are informed that the Shares cannot be distributed (directly or indirectly)
to the public by the investors otherwise than in accordance with Articles L.411-1, L.411-2, L.412-1 and L.621-8 to L.621-8-3 of the French Monetary and
Financial Code.

9.12.6 Hong Kong
WARNING: This document has not been, and will not be, registered as a prospectus under the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Cap. 32) of Hong Kong, nor has it been authorised by the Securities and Futures Commission in Hong Kong pursuant to the Securities and
Futures Ordinance (Cap. 571) of the Laws of Hong Kong (SFO). No action has been taken in Hong Kong to authorise or register this document or to permit
the distribution of this document or any documents issued in connection with it. Accordingly, the Shares have not been and will not be offered or sold in Hong
Kong other than to “professional investors” (as defined in the SFO).
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No advertisement, invitation or document relating to the Shares has been or will be issued, or has been or will be in the possession of any person for the
purpose of issue, in Hong Kong or elsewhere that is directed at, or the contents of which are likely to be accessed or read by, the public of Hong Kong (except
if permitted to do so under the securities laws of Hong Kong) other than with respect to Shares that are or are intended to be disposed of only to persons
outside Hong Kong or only to professional investors (as defined in the SFO and any rules made under that ordinance). No person allotted Shares may sell, or
offer to sell, such securities in circumstances that amount to an offer to the public in Hong Kong within six months following the date of issue of such securities.
The contents of this document have not been reviewed by any Hong Kong regulatory authority. You are advised to exercise caution in relation to the Offer. If
you are in doubt about any contents of this document, you should obtain independent professional advice.

9.12.7 Ireland
The information in this document does not constitute a prospectus under any Irish laws or regulations and this document has not been filed with or approved
by any Irish regulatory authority as the information has not been prepared in the context of a public offering of securities in Ireland within the meaning of the
Irish Prospectus (Directive 2003/71/EC) Regulations 2005, as amended (Prospectus Regulations). The Shares have not been offered or sold, and will
not be offered, sold or delivered directly or indirectly in Ireland by way of a public offering, except to “qualified investors” as defined in Regulation 2(l) of the
Prospectus Regulations.

9.12.8 Italy
The offering of the Shares in the Republic of Italy has not been authorized by the Italian Securities and Exchange Commission (Commissione Nazionale per
le Società e la Borsa, CONSOB) pursuant to the Italian securities legislation and, accordingly, no offering material relating to the Shares may be distributed in
Italy and the Shares may not be offered or sold in Italy in a public offer within the meaning of Article 1.1(t) of Legislative Decree No. 58 of 24 February 1998, as
amended (“Decree No. 58”), other than:
•

to qualified investors (Qualified Investors), as defined in Article 100 of Decree No. 58 by reference to Article 34-ter of CONSOB Regulation no. 11971 of 14
May 1999, as amended (Regulation No. 1197l); and

•

in other circumstances that are exempt from the rules on public offer pursuant to Article 100 of Decree No. 58 and Article 34-ter of Regulation No. 11971.

Any offer, sale or delivery of the Shares or distribution of any offer document relating to the Shares in Italy (excluding placements where a Qualified Investor
solicits an offer from the issuer) under the paragraphs above must be:
•

made by investment firms, banks or financial intermediaries permitted to conduct such activities in Italy in accordance with Legislative Decree No. 385 of
1 September 1993 (as amended), Decree No. 58, CONSOB Regulation No. 16190 of 29 October 2007 (as amended) and any other applicable laws; and

•

in compliance with all relevant Italian securities, tax and exchange controls and any other applicable laws.

Any subsequent distribution of the Shares in Italy must be made in compliance with the public offer and prospectus requirement rules provided under Decree
No. 58 and Regulation No. 11971, unless an exception from those rules applies. Failure to comply with such rules may result in the sale of such Shares being
declared null and void and in the liability of the entity transferring the Shares for any damages suffered by the investors.

9.12.9 Malaysia
No approval from, or recognition by, the Securities Commission of Malaysia has been or will be obtained in relation to any offer of Shares. The Shares may not
be offered or sold in Malaysia except pursuant to, and to persons prescribed under, Part I of Schedule 6 of the Malaysian Capital Markets and Services Act.

9.12.10 Norway
This document has not been approved by, or registered with, any Norwegian securities regulator under the Norwegian Securities Trading Act of 29 June 2007.
Accordingly, this document shall not be deemed to constitute an offer to the public in Norway within the meaning of the Norwegian Securities Trading Act of
2007.
The Shares may not be offered or sold, directly or indirectly, in Norway except to “professional clients” (as defined in Norwegian Securities Regulation of 29
June 2007 no. 876 and including non-professional clients having met the criteria for being deemed to be professional and for which an investment firm has
waived the protection as non-professional in accordance with the procedures in this regulation).
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9.12.11 Singapore
This document and any other materials relating to the Shares have not been, and will not be, lodged or registered as a prospectus in Singapore with the
Monetary Authority of Singapore. Accordingly, this document and any other document or materials in connection with the offer or sale, or invitation for
subscription or purchase, of Shares, may not be issued, circulated or distributed, nor may the Shares be offered or sold, or be made the subject of an
invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore except pursuant to and in accordance with exemptions in
Subdivision (4) Division 1, Part XIII of the Securities and Futures Act, Chapter 289 of Singapore (SFA), or as otherwise pursuant to, and in accordance with the
conditions of any other applicable provisions of the SFA.
This document has been given to you on the basis that you are (i) an existing holder of the Company’s shares, (ii) an “institutional investor” (as defined in the
SFA) or (iii) a “relevant person” (as defined in section 275(2) of the SFA). In the event that you are not an investor falling within any of the categories set out
above, please return this document immediately. You may not forward or circulate this document to any other person in Singapore.
Any offer is not made to you with a view to the Shares being subsequently offered for sale to any other party. There are on-sale restrictions in Singapore
that may be applicable to investors who acquire Shares. As such, investors are advised to acquaint themselves with the SFA provisions relating to resale
restrictions in Singapore and comply accordingly.

9.12.12 South Africa
This document does not, nor is it intended to, constitute a prospectus prepared and registered under the South African Companies Act and may not be
distributed to the public in South Africa.
An entity or institution resident in South Africa may not implement participation in the Offer unless (i) permitted under the South African Exchange Control
Regulations or (ii) a specific approval has been obtained from an authorised foreign exchange dealer in South Africa or the Financial Surveillance Department
of the South African Reserve Bank.

9.12.13 Sweden
This document has not been, and will not be, registered with or approved by Finansinspektionen (the Swedish Financial Supervisory Authority). Accordingly,
this document may not be made available, nor may the Shares be offered for sale in Sweden, other than under circumstances that are deemed not to require
a prospectus under the Swedish Financial Instruments Trading Act (1991:980) (Sw. lag (1991:980) om handel med finansiella instrument). Any offering of
Shares in Sweden is limited to persons who are “qualified investors” (as defined in the Financial Instruments Trading Act). Only such investors may receive this
document and they may not distribute it or the information contained in it to any other person.

9.12.14 Switzerland
The Shares may not be publicly offered in Switzerland and will not be listed on the SIX Swiss Exchange (SIX) or on any other stock exchange or regulated
trading facility in Switzerland. This document has been prepared without regard to the disclosure standards for issuance prospectuses under art. 652a or art.
1156 of the Swiss Code of Obligations or the disclosure standards for listing prospectuses under the SIX Listing Rules or the listing rules of any other stock
exchange or regulated trading facility in Switzerland. Neither this document nor any other offering or marketing material relating to the Shares may be publicly
distributed or otherwise made publicly available in Switzerland. The Shares will only be offered to regulated financial intermediaries such as banks, securities
dealers, insurance institutions and fund management companies as well as institutional investors with professional treasury operations.
Neither this document nor any other offering or marketing material relating to the Shares have been or will be filed with or approved by any Swiss regulatory
authority. In particular, this document will not be filed with, and the offer of Shares will not be supervised by, the Swiss Financial Market Supervisory Authority
(FINMA).
This document is personal to the recipient only and not for general circulation in Switzerland.

9.12.15 United Arab Emirates
Neither this document nor the Shares have been approved, disapproved or passed on in any way by the Central Bank of the United Arab Emirates, the
Emirates Securities and Commodities Authority or any other governmental authority in the United Arab Emirates, nor has the Company received authorisation
or licensing from the Central Bank of the United Arab Emirates, the Emirates Securities and Commodities Authority or any other governmental authority in the
United Arab Emirates to market or sell the Shares within the United Arab Emirates. No marketing of any financial products or services may be made from within
the United Arab Emirates and no subscription to any financial products or services may be consummated within the United Arab Emirates. This document
does not constitute and may not be used for the purpose of an offer or invitation. No services relating to the Shares, including the receipt of applications and/or
the allotment or redemption of Shares, may be rendered within the United Arab Emirates by the Company.
No offer or invitation to subscribe for Shares is valid in, or permitted from any person in, the Dubai International Financial Centre.
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9.12.16 United Kingdom
Neither the information in this document nor any other document relating to the Offer has been delivered for approval to the Financial Conduct Authority in
the United Kingdom and no prospectus (within the meaning of section 85 of the Financial Services and Markets Act 2000, as amended (FSMA)) has been
published or is intended to be published in respect of the Shares. This document is issued on a confidential basis to “qualified investors” (within the meaning
of section 86(7) of the FSMA) in the United Kingdom, and the Shares may not be offered or sold in the United Kingdom by means of this document, any
accompanying letter or any other document, except in circumstances which do not require the publication of a prospectus pursuant to section 86(1) of the
FSMA. This document should not be distributed, published or reproduced, in whole or in part, nor may its contents be disclosed by recipients to any other
person in the United Kingdom.
Any invitation or inducement to engage in investment activity (within the meaning of section 21 of the FSMA) received in connection with the issue or sale of the
Shares has only been communicated or caused to be communicated and will only be communicated or caused to be communicated in the United Kingdom
in circumstances in which section 21(1) of the FSMA does not apply to the Company.
In the United Kingdom, this document is being distributed only to, and is directed at, persons (i) who have professional experience in matters relating to
investments falling within Article 19(5) (investment professionals) of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (FPO), (ii)
who fall within the categories of persons referred to in Article 49(2)(a) to (d) (high net worth companies, unincorporated associations, etc.) of the FPO or (iii) to
whom it may otherwise be lawfully communicated (together relevant persons). The investments to which this document relates are available only to, and any
invitation, offer or agreement to purchase will be engaged in only with, relevant persons. Any person who is not a relevant person should not act or rely on this
document or any of its contents.

9.12.17 United States of America
This document does not constitute an offer to sell, or a solicitation to buy, securities in the United States. The Shares have not been, and will not be, registered
under the US Securities Act, or the securities laws of any state or other jurisdiction in the United States and may not be offered, sold, pledged or transferred in
the United States except in accordance with an exemption from, or in a transaction not subject to, the registration requirements of the US Securities Act laws
and any other applicable laws.
Unless otherwise provided in an Application specifically prepared for an Applicant, each Applicant under the Broker Firm Offer and Priority Offer will be taken to
have represented, warranted and agreed as follows:
•

it understands that the Shares have not been, and will not be, registered under the US Securities Act and may not be offered, sold or resold in the United
States, except in a transaction exempt from, or not subject to, registration under the US Securities Act and any other applicable securities laws;

•

it is not in the United States;

•

it has not sent and will not send this Prospectus or any other material relating to the Offer to any person in the United States; and

•

it will not offer or sell the Shares in the United States or in any other jurisdiction outside Australia except in transactions exempt from, or not subject to,
registration under the US Securities Act and in compliance with all applicable laws in the jurisdiction in which the Shares are offered and sold.

Each Applicant under the Institutional Offer is required to make certain representations, warranties and covenants set out in the confirmation of allocation letter
distributed to it.

9.13

Costs of the Offer

The costs of the Offer are expected to be approximately $36.2 million (including advisory, legal, accounting, tax, listing and administrative fees, the Joint Lead
Managers’ management fees, Prospectus design and printing, advertising, marketing, Share Registry and other expenses). These costs have been, or will be,
borne by the Company from the proceeds of the Offer.

9.14

Governing law

This Prospectus and the contracts that arise from the acceptance of the Applications and bids under this Prospectus are governed by the laws applicable in
Victoria, Australia and each Applicant under this Prospectus submits to the exclusive jurisdiction of the courts of Victoria, Australia.

9.15

Statement of Directors

This Prospectus is authorised by each Director. Each Director has consented to the lodgement of the Prospectus with ASIC and the issuance of the
Prospectus, and has not withdrawn that consent.
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Term

Meaning

AAS

Australian Accounting Standards

AASB

Australian Accounting Standards Board

Americas

Includes the US and Canada

Applicant

A person who submits an Application

Application

An application for Shares under the Offer

Application Form

The application form attached to or accompanying this Prospectus (including the electronic form), upon which
Applicants may apply for Shares under the Broker Firm Offer or Priority Offer (whichever is relevant to the Applicant)

Application Payment

The amount accompanying an Application Form submitted by an Applicant

Asia Pacific

Includes Australia and New Zealand

ASIC

Australian Securities and Investments Commission

ASX

ASX Limited (ABN 98 008 624 691), or where the context requires, the Australian Securities Exchange, which it
operates

ASX Listing Rules

The listing rules of the ASX

ASX Recommendations

The ASX Corporate Governance Council’s Corporate Governance Principles and Recommendations (3rd Edition)

ASX Settlement Operating Rules

The settlement rules of ASX Settlement Pty Limited (ABN 49 008 504 532)

Australian Dollars, AUD or A$

The currency in Australia

Banking Facilities

The Company’s bank facility arrangements, as described in Section 4.7.3.1

Behind the Wall

A term used to describe plumbing infrastructure that is generally not visible within a building. See Section 2.1.1 for
further details

Board

The board of directors of the Company

Broker

Any ASX participating organisation appointed to act as a broker to the Offer

Broker Firm Offer

The offer of Shares under this Prospectus to Australian and New Zealand resident retail clients of Brokers who
receive a firm allocation of Shares from their Broker, as described in Section 7.3

CAGR

Compound annual growth rate

Canadian Dollars or CAD

The currency in Canada

CEO

Chief Executive Officer

CFO

Chief Financial Officer

CGT

Capital gains tax

Chairman

The chairman of the Board

CHESS

ASX’s Clearing House Electronic Sub-register System

Co-Lead Managers

Evans and Partners Pty Ltd (ABN 85 125 338 785) and Morgans Corporate Limited (ABN 32 010 539 607)

Co-Managers

Ord Minnett Limited (ACN 002 733 048) and Macquarie Equities Limited (ACN 002 574 923)

Company

Reliance Worldwide Corporation Limited (ACN 610 855 877)

Completion of the Offer

Completion of the allotment of Shares to Applicants pursuant to the Offer and to the Existing Owners pursuant to
the Restructure

Constitution

The constitution of the Company

Control Valves

A product category of Reliance, which includes control valves, such as T&P valves, are an important water safety
component of Hot Water Systems, ensuring temperature and pressure remain within prescribed limits to avoid
failure of Hot Water Systems. See Section 2.4.1 for further details

Corporations Act

Corporations Act 2001 (Cth)

CPVC

Chlorinated polyvinyl chloride, a material used to manufacture pipe

Director

A director of the Company

EBIT

Earnings before interest and tax

EBITDA

Earnings before interest, tax, depreciation and amortisation

EMEA

Includes the UK and Spain

Escrowed Shareholders

The Existing Owners, the CEO, Heath Sharp and the CFO, Terry Scott

Escrowed Shares

Shares held by the Escrowed Shareholders that are subject to the voluntary escrow terms, as described in Section
7.7

Existing Owners

GSA International and Jayburn (each of which is wholly owned by GSA Group) being the owners of the Reliance
Entities prior to the Restructure

Expiry Date

The date that is 13 months after the date of the Original Prospectus

Exposure Period

The seven day period after the date of the Original Prospectus during which no Applications may be processed
and which may be extended by ASIC for up to an additional seven days

Facility Agreement

The agreement with each of the Lenders under the Banking Facilities, as described in Section 4.7.3.1

Final Price

The price per Share that all successful Applicants will pay for Shares under the Offer as determined by the
institutional bookbuild and the process set out in Section 7.5

Financial Information

Together:
• the Historical Financial Information; and
• the Forecast Financial Information
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Fittings and Pipe

A product category of Reliance, which includes fittings and pipe products used in Behind the Wall plumbing
systems. Key products in this product category include PTC fittings and accessories, PEX crimp fittings and PEX
pipe

Forecast Financial Information

Has the meaning described in Section 4.1

Front of Wall

A term used to describe ”decorative” or “finish” plumbing products that are generally visible within the building,
such as taps/faucets, shower heads, sinks and bathroom ceramics. See Section 2.1.1 for further details

FY2013

Financial year ended 30 June 2013

FY2014

Financial year ended 30 June 2014

FY2015

Financial year ended 30 June 2015

FY2016

Financial year ending 30 June 2016

FY2017

Financial year ending 30 June 2017

FY2018

Financial year ending 30 June 2018

GBP

Great British Pounds

GSA Facilities

Current bank facilities provided to GSA Group and its subsidiaries

GSA Group

GSA Group Pty Ltd (ACN 004 948 298)

GSA International

GSA International Pty Ltd (ACN 056 509 874)

GST

Goods and services tax

HIN

Holder identification number

Historical Financial Information

Has the meaning given in Section 4.1

Hot Water Systems

Water heating appliances that use a hot water storage tank to heat and deliver hot water and includes systems
that provide instantaneous delivery of hot water

IFRS

International Financial Reporting Standards, as issued by the International Accounting Standards Board

Indicative Price Range

The indicative price range for the Offer, being $2.27 to $2.50 per Share

Institutional Investors

Investors who are persons:
•

in Australia who are either “professional investors” or “sophisticated investors” under sections 708(11) and
708(8) of the Corporations Act; or

•

in certain other jurisdictions, as agreed by the Company and the Joint Lead Managers, to whom offers of
Shares may lawfully be made without the need for any lodged or registered disclosure document or filing with,
or approval by, any governmental agency (except one with which the Company is willing in its discretion to
comply),

provided that in each case such investors are not in the United States
Institutional Offer

The invitation to Institutional Investors under this Prospectus to acquire Shares, as described in Section 7.5

Investigating Accountant

KPMG Transaction Services, a division of KPMG Financial Advisory Services (Australia) Pty Limited (ABN 43 007
363 215)

Investigating Accountant’s Report

The report prepared by the Investigating Accountant set out in Section 8

Jayburn

Jayburn Pty Ltd (ACN 007 104 663)

Joint Lead Managers

J.P. Morgan and Macquarie

J.P. Morgan

J.P. Morgan Australia Limited (ABN 52 002 888 011)

Lenders

Australia and New Zealand Banking Group Limited and Commonwealth Bank of Australia

Listing

The admission of the Company to the official list of the ASX and commencement of conditional and deferred
settlement trading, expected to occur on Friday, 29 April 2016

LTI

Long term incentive

LTI Offer

Long term incentive grant of Options to the CEO under the Plan

Macquarie

Macquarie Capital (Australia) Limited (ABN 79 123 199 548)

Market Stabilisation Activities

Has the meaning described in Section 7.6

NPAT

Net profit after tax

NZ Securities Law

The New Zealand Financial Markets Conduct Act 2013 and the New Zealand Financial Markets Conduct
Regulations 2014, in each case as modified by relief from the requirements of those Regulations and that Act
by the regulations contained in Part 9 of the New Zealand Financial Markets Conduct Regulations 2014 and any
applicable exemption

OEMs

Original Equipment Manufacturers of Hot Water Systems

Offer

The offer under this Prospectus of Shares for issue by the Company

Offer Documents

Has the meaning given to that term in the Offer Management Agreement

Offer Management Agreement

The agreement between the Company and the Joint Lead Managers dated on or about the Prospectus Date, as
described in Section 9.4.1
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Term

Meaning

Offer Period

The period during which the Broker Firm Offer and Priority Offer are open, being from 9.00am (Melbourne time) on
Tuesday, 19 April 2016 to 5.00pm (Melbourne time) on Tuesday, 26 April 2016

Option

An option to acquire a Share in consideration for payment of the exercise price

Original Prospectus

The Prospectus dated 11 April 2016 in relation to the Offer, which is replaced by this Prospectus

Over-allotment Shares

Has the meaning described in Section 7.6

PEX

Cross-linked polyethylene, which is a form of polyethylene with cross links that is formed into PEX pipe

PEXa

A particular type of PEX pipe, which is used with expansion fittings

Plan

Reliance Worldwide Corporation Limited equity incentive plan

Priority Offer

The offer of Shares to investors nominated by the Company, as described in Section 7.4

Pro Forma Historical
Financial Information

Has the meaning given in Section 4.1

Prospectus

This prospectus issued by the Company for the purposes of Chapter 6D of the Corporations Act (including the
electronic form of this Prospectus) under which Shares are offered for subscription and purchase and dated 18
April 2016, which is a replacement Prospectus that replaces the Original Prospectus

Prospectus Date

The date on which this Prospectus was lodged with ASIC, being 18 April 2016

PTC or Push to Connect

A technology that has been applied to plumbing fittings, which allow lengths of pipe to be connected through a
rapid push-fit connection mechanism without the need for soldering, clamps / rings, glue or tools

R&D

Research and development

Reliance

Means:

Reliance Entities

•

before the completion of the Restructure, the business operating under the name ‘Reliance Worldwide
Corporation’ carried on by the Reliance Entities and their controlled entities; and

•

after completion of the Restructure, the business carried on by the Company and its controlled entities

Means:
•

Reliance Worldwide Corporation (Aust) Pty Ltd (a company incorporated in Australia);

•

Reliance Worldwide Pty Ltd (a company incorporated in Australia);

•

Reliance Worldwide Corporation (NZ) Limited (a company incorporated in New Zealand);

•

Reliance Worldwide Corporation (Canada) Inc. (a company incorporated in Canada);

•

Reliance Worldwide Corporation (a company incorporated in the United States);

•

Reliance Worldwide Corporation (Europe), S.L.U. (a company incorporated in Spain); and

•

Reliance Worldwide Corporation (UK) Limited (a company incorporated in the United Kingdom).

Reliance Worldwide Corporation
Combined Group

Has the meaning given in Section 4.2.2

Restructure

The corporate restructure undertaken in connection with the Offer, as described in Section 3.1.2

Restructure Agreements

The sale agreements entered into by the Company under which it has acquired, or will acquire, the Reliance
Entities, as described in Section 9.4.2

Retail or Retailer

A sales channel utilised by Reliance, comprising hardware and national home improvement retailers (including
hardware stores)

Settlement

Settlement under the Offer Management Agreement

Share

A fully paid ordinary share in the capital of the Company

Share Registry

Computershare Investor Services Pty Limited (ACN 078 279 277)

Shareholder

A holder of one or more Shares

Shareholding

A holding of Shares

SKU

Stock keeping unit

SRN

Securityholder reference number

Stabilisation Manager

J.P. Morgan Securities Limited (ACN 003 245 234)

Stabilisation Manager Deed

The deed entered into between GSA International and the Stabilisation Manager in relation to the Market
Stabilisation Activities

Stabilisation Period

Has the meaning described in Section 7.6

T&P

Temperature and pressure relief

TFN

Tax file number

Thermostatic Products

A product category of Reliance, which includes products such as thermostatic mixing valves that are used in the
manufacture and installation of Hot Water Systems. Thermostatic products mix hot and cold water supplies and
deliver water at safer, controlled temperatures

UK Facilities

Secured facilities in the UK business, as described in Section 4.7.3.2

US Dollars, USD or US$

The currency in the US

Wholesale or Wholesaler

A sales channel utilised by Reliance, comprising plumbing wholesalers and merchants
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SUMMARY
IMPORTANT
OF
NOTICES
SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies
The significant accounting policies of the Company and its subsidiaries are detailed below. These policies have been applied in the preparation of the
Financial Information.

Functional and presentation currency
The individual financial statements of the Company and its controlled entities are presented in the currency of the primary economic environment in which the
entity operates (its functional currency). For the purposes of the Company’s financial statements, Australian Dollars is the presentation currency.

Foreign currency transactions and balances
In preparing the financial statements of each individual entity, transactions in currencies other than the entity’s functional currency (foreign currencies)
are recognised at the rates of exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rates at the date of the transaction.

Foreign operations
The assets and liabilities of the Company’s foreign operations are translated into Australian Dollars using exchange rates prevailing at the end of the reporting
period. Income and expense items are translated at the average exchange rates for the period. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in net investment within foreign currency translation reserve. The reserve comprises all foreign currency differences
arising from the translation of the financial statements of the foreign operations.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for estimated customer returns, rebates and other
similar allowances. Revenue from the sale of goods is recognised when the goods are delivered and title has passed, at which time all the following conditions
are satisfied:
•

the Company has transferred to the buyer the significant risks and rewards of ownership of the goods;

•

the Company retains neither continuing managerial involvement to the degree usually associated with ownership nor effective control over the goods sold;

•

the amount of revenue can be measured reliably;

•

it is probable that the economic benefits associated with the transaction will flow to the Company; and

•

the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Income tax
Income tax expense comprises current and deferred tax. It is recognised in the statement of profit or loss except to the extent that it relates to a business
combination or items recognised directly in equity.

Current tax
Tax currently payable is based on taxable profit for the reporting period. Taxable profit differs from profit before tax as reported in the Company’s statement
of profit or loss because of items of income or expense that are taxable or deductible in other periods and of items that are never taxable or deductible. The
Company’s current tax is calculated using tax rates that have been enacted or substantively enacted by the end of the reporting period.
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Deferred tax
Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the Company’s financial statements and the
corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible temporary differences to the extent that it is probable that taxable profits will be available against
which those deductible temporary differences can be utilised. Such deferred tax assets and liabilities are not recognised if the temporary difference arises from
the initial recognition (other than in a business combination) of assets and liabilities in a transaction that affects neither the taxable profit nor the accounting
profit. In addition, deferred tax liabilities are not recognised if the temporary difference arises from the initial recognition of goodwill.
Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary differences to the extent that it is probable that future
taxable profits will be available against which they can be used. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that
it is no longer probable that the related tax benefit will be realised. Deferred tax is measured at the tax rates that are expected to be applied to temporary
differences when they reverse using tax rates enacted or substantively enacted at the reporting period. The measurement of deferred tax reflects the tax
consequences that would follow the manner in which the Company expects, at the reporting date, to recover or settle the carrying amount of its assets and
liabilities. Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax liabilities and when
they relate to income taxes levied by the same taxation authority and the Company intends to settle its current tax assets and tax liabilities on a net basis.

Trade and other receivables
Trade and other receivables are initially recognised at fair value and subsequently at amortised cost less provision for impairment.

Inventories
Inventories are measured at the lower of cost and net realisable value. Cost includes all expenses directly attributable to the manufacturing process as well as
an appropriate portion of related fixed and variable production overheads, based on normal operating capacity. Costs are assigned on the basis of weighted
average costs. Net realisable value is the estimated selling price in the ordinary course of business less estimated costs of completion and any applicable
selling expenses.

Employee benefits
Short and long term employee benefits
A liability is recognised for benefits accruing to employees in respect of wages and salaries, annual leave and long service leave in the period the related
service is rendered. Liabilities recognised in respect of short term employee benefits, are measured at their nominal values using the remuneration rate
expected to apply at the time of settlement. Liabilities recognised in respect of long term employee benefits are measured as the present value of the
estimated future cash outflows to be made by the Company in respect of services provided by employees up to reporting date.

Retirement benefits costs
Payments to defined contribution retirement benefit plans are recognised as an expense when employees render the service entitling them to the contributions.

Termination benefits
A liability for a termination benefit is recognised at the earlier of when the Company can no longer withdraw the offer of the termination benefit and when the
entity recognises any related restructuring costs.

Property, plant and equipment
Recognition and measurement
Each class of property, plant and equipment is measured at cost less where applicable, accumulated depreciation and impairment losses. Any gain or loss on
disposal of an item of property, plant and equipment is included in the statement of profit or loss.
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Subsequent expenditure
Subsequent expenditure is only capitalised when it is probable that the future economic benefits associated with the expenditure will flow to the Company.

Depreciation
Depreciation is recognised so as to write off the cost of property, plant and equipment (other than freehold land and properties under construction) less their
residual values over their useful lives, using the straight-line method. The estimated useful lives, residual values and depreciation method are reviewed at the
end of each reporting period, with the effect of any changes in estimate accounted for on a prospective basis.
The estimated useful lives of property, plant and equipment are as follows:
•

buildings;

25 – 40 years

•

leasehold improvements;

5 – 40 years

•

plant and equipment;

3 – 20 years

•

furniture and office equipment; and

3 – 10 years

•

motor vehicles.

5 – 10 years

Intangible assets including goodwill
Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the Company’s share of the net identifiable assets of the acquired entity at
the date of acquisition. Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill is not amortised. Instead, it is tested annually for
impairment or more frequently if events or changes in circumstances indicate that it might be impaired, and is carried at cost less accumulated impairment
losses. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Intellectual property and licence fees
Intellectual property consists of technical drawings and certifications and is recorded at cost less accumulated amortisation and any accumulated impairment
losses. Licence fees relate to the SAP platform being implemented throughout the Company’s operations. Intellectual property and licence fees are amortised
on a straight-line basis over a period of ten years.

Research and development
Research costs are charged to the statement of profit or loss as incurred. Development expenditure is only capitalised if it can be measured reliably,
the product or process is technically and commercially feasible, future economic benefits are probable and the Company intends to and has sufficient
resources to complete development and to use or sell the asset. Otherwise, it is recognised in the statement of profit or loss as incurred. Subsequent to
initial recognition, development expenditure is measured at cost less accumulated amortisation and any accumulated impairment losses. The amortisation of
intangible assets is allocated to other expenses as inventory is sold.

Operating leases
Operating lease payments for leases of assets where substantially all of the risks and benefits of ownership remain with the lessor are recognised in the
statement of profit or loss on a straight-line basis over the term of the lease. Assets the subject of operating leases are not recognised the Company’s
statement of financial position.

Goods and services tax - Australia
Revenues, expenses and assets are recognised net of the amount of GST except where the amount of GST incurred is not recoverable from the Australian
Taxation Office. In these circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of the item of expense. Receivables and
payables in the statement of financial position are shown inclusive of GST.
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APPENDIX
This Prospectus (and in particular Section 2) contains data relating to the industries, segments and end-markets in which Reliance operates (Industry Data).
The Industry Data includes, but is not limited to, statements and data relating to:
•

product segment and category sizes (by number of units and sales revenue in dollars);

•

estimated historical and forecast market growth (by number of units and sales revenue in dollars);

•

market segmentation (e.g. size of the repair and renovation end-market compared to the new construction end-market for a product segment);

•

market trends; and

•

Reliance’s estimated product segment and category share and its industry position.

Unless otherwise stated, the Industry Data has been prepared by the Company using both publicly available data and internally generated data, in the manner
described below. Industry Data predominantly relates to calendar year 2014 as the Company’s detailed analysis of the plumbing market was undertaken in
respect of calendar year 2014 and not repeated for calendar year 2015 due to the time intensive nature of the analysis.
To the extent the information relates to future events, it is subject to risks and uncertainties and may change as a result of various factors, including those
described in Section 5.
Publicly Available Data
•

Publically available data utilised in preparing the Industry Data primarily relates to the number of new builds (apartments and non-apartments), renovations
and repair projects estimated for particular end-markets in which the Company operates in calendar year 2014

•

The Company applied forecast growth rates (see below as to their source) to the calendar year 2014 data to project the number of new builds (apartments
and non-apartments), renovations and repair projects for particular end-markets in calendar year 2017. Similarly, historical growth rates were applied to the
2014 data in order to produce estimates of the number of new builds (apartments and non-apartments), renovations and repair projects for particular endmarkets in calendar year 2010

•

The 2014 data and historical and forecast growth rates referred to above were sourced from various data collection agencies, industry associations, institutes
and market analysts, including, but not limited to, the US Census Bureau, the Joint Center for Housing Studies of Harvard University, the American Housing
Survey, National Association of Realtors, FMI’s Construction Outlook Report, the Australian Bureau of Statistics, BIS Shrapnel and the Australian Construction
Industry Forum Construction Market Report

•

The data above is referred to as the “Publically Available Data”

Internally generated data
•

Internally generated data utilised in preparing the Industry Data is based on estimates and assumptions that the Board and Company’s management
believes, as at the Prospectus Date, to be reasonable

•

The Directors and the Company’s management have drawn on a range of sources in preparing this internal data, including their knowledge and experience
in the plumbing industry gained from a long history of operating in the industry, as well as past market analysis and interviews with industry participants
undertaken by Reliance and its consultants

1.	Estimating product segment and category size (number of units)
To calculate the size of a product segment (e.g. plumbing fittings) for an end-market (e.g. residential) by number of units sold, the Company did the following:
•

Utilised Publically Available Data to determine the number of new builds (apartments and non-apartments), renovations and repair projects undertaken in
particular end-markets (e.g. residential) in calendar year 2014

•

Estimated the number of units required for each new build, renovation and repair project in the particular end-market

•

Multiplied the data points (i.e. number of new builds multiplied by number of units per new build) to estimate the number of units sold in the relevant endmarket

•

Summed the units required in each end-market to calculate the total size by product segment

An example of this type of Industry Data appears in Section 2.2.1: “Reliance estimates that 300 million plumbing fittings were sold in the USA residential endmarket in calendar year 2014…” Key assumptions underpinning the estimated 300 million plumbing fittings used in the residential end-market in USA in 2014
are:
(i)

Number of fittings used in the new build end-market: 0.9 million residential new builds (apartments and non-apartments), an average number of
fittings used per new build of 106

(ii) Number of fittings used in the renovations end-market: 3.6 million residential renovations undertaken, an average number of fittings used per
renovation of 25
(iii) Number of fittings used in the repairs end-market: 19.9 million residential plumbing repairs undertaken, an average number of fittings used per repair
of 6
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A further example of this type of Industry Data appears in Section 2.3.1, which states that “approximately 320 million metres (1.0 billion feet) of pipe was sold”
in the Behind the Wall plumbing pipe segment in the USA residential end-market. Key assumptions underpinning this estimate are:
(iv) Length of pipe used in the new build end-market: 0.9 million residential new builds (apartments and non-apartments), an average of 583 feet of pipe
per new build
(v) Length of pipe used in the renovations end-market: 3.6 million residential renovations undertaken, an average of 117 feet of pipe used per renovation
(vi) Length of pipe used in the repairs end-market: 19.9 million residential plumbing repairs undertaken, average of 4 feet of pipe used per repair

2.

Estimating size and share of a specific end-market

To calculate the size and share of a specific end-market (i.e. new build, repair and renovation) within the total product segment (e.g. residential plumbing
fittings), the Company did the following:
•

Estimated the number of units required for each end-market using the methodology detailed above in section 1

•

Divided the volume used in each end-market by the total to determine a share of the total product segment

An example of this type of Industry Data appears in Section 2.2.1: “approximately 70% of plumbing fittings sold in the residential end-market for the calendar
year 2014 were used in the repair and renovation end-market with the balance of 30% used in the new construction end-market”. Key assumptions
underpinning the estimated segment shares in the USA for 2014 are:
(i)

Approximately 95 million fittings used in the new build end-market (calculated in the manner set out in section 1(i))

(ii) Approximately 90 million fittings used in the renovations end-market (calculated in the manner set out in section 1(ii))
(iii) Approximately 120 million fittings used in the repairs end-market (calculated in the manner set out in section 1(iii))

3.	Estimating share of product categories as a proportion of the total product
category (by volume)
To calculate the share of a specific product category (e.g. PTC fittings) within the total product segment (e.g. residential plumbing fittings), the Company did
the following:
•

Estimated the penetration of each product category within each end-market (i.e. new build, repair and renovation)

•

Multiplied the estimated penetration by the total volume of each end-market (calculated in the manner set out in section 1). This calculates the volume of
each product category within each end-market

•

Summed the volumes of each product category to calculate the total number of units for each product category across all end-markets

An example of this type of Industry Data appears in Section 2.2.1.1: “Reliance estimates that brass PTC fittings accounted for 10% of the total USA residential
plumbing fittings segment and 14% of the residential repair and renovation end-market.” Key assumptions underpinning the estimated share of product
categories are:
(i)

PTC fittings: accounted for 1% of plumbing fittings used in the residential new build market and 14% of plumbing fittings used in the residential repair
and renovation market in 2014

(ii) Crimp fittings: accounted for 51% of plumbing fittings used in the residential new build market and 29% of plumbing fittings used in the residential
repair and renovation market in 2014
(iii) Expansion fittings: accounted for 17% of plumbing fittings used in the residential new build market and 12% of plumbing fittings used in the residential
repair and renovation market in 2014
(iv) Solder fittings: accounted for 23% of plumbing fittings used in the residential new build market and 31% of plumbing fittings used in the residential
repair and renovation market in 2014
(v) CPVC fittings: accounted for 7% of plumbing fittings used in the residential new build market and 13% of plumbing fittings used in the residential repair
and renovation market in 2014
(vi) Press fittings: accounted for 2% of plumbing fittings used in the residential new build market and 2% of plumbing fittings used in the residential repair
and renovation market in 2014

4.	Estimating Reliance’s share for a particular product (on a unit sales
volume basis)
To calculate Reliance’s share of a product within a particular end-market on a volume basis, the Company did the following:
•

Divided its own sales volumes of a particular product category (e.g. PTC fittings) by the Company’s estimate of the total number of units sold within that
product category in the particular end-market (calculated in the manner set out in section 3)

•

An example of this type of Industry Data is in Section 2.2.3: “in brass PTC fittings for the residential end-market… Reliance estimates it had a market share
of 80% by unit sales volume.”
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5.	Estimating product segment and category growth (number of units and
value)
To calculate growth of a product segment (e.g. plumbing fittings) for an end-market (e.g. residential) by number of units sold, the Company has done the
following:
•

Utilised Publically Available Data to determine the number of new builds, renovations and repair projects undertaken in particular end-markets (e.g.
residential) in calendar year 2014, as referenced in section 1

•

Applied growth rates from Publically Available Data to estimate the number of new builds, repairs and renovation projects in 2017

•

Estimated the number units required per new build, renovation and repair project in each end-market in 2017

•

Multiplied the data points (i.e. number of new builds multiplied by number of units per new build) to estimate the number of units sold in the relevant endmarket in 2017

•

Summed the units required in each end-market to calculate the total size by product segment

An example of this type of Industry Data appears in Section 2.2.1: “Reliance expects the residential plumbing fittings segment to grow at a CAGR of
approximately 5% over the period from 2014 to 2017 on a sales volume basis”. Key assumptions underpinning the estimated growth are:
(i)

0.9 million residential new builds (apartments and non-apartments) in 2014 growing to 1.2 million in 2017, with the average number of fittings used per
new build in 2014 of 106 changing to 104 in 2017

(ii) 3.6 million residential renovations undertaken in 2014 growing to 4.1 million in 2017, with an average number of fittings used per renovation in 2014 of
25 and remaining unchanged in 2017
(iii) 19.9 million residential plumbing repairs undertaken in 2014 growing to 20.5 million in 2017, with an average number of fittings used per repair in 2014
of 6, and remaining unchanged in 2017
A further example of this type of Industry Data appears in Section 2.3.2 “Reliance expects the residential pipe segment to grow at a CAGR of approximately 7%
from 2014 to 2017 on a unit sales volume basis…” Key assumptions underpinning the growth are:
(iv) 0.9 million residential new builds (apartments and non-apartments) in 2014 growing to 1.2 million in 2017, with an average of 583 feet of pipe per new
build in 2014 increasing to an average of 610 feet of pipe per new build in 2017
(v) 3.6 million residential renovations undertaken in 2014 growing to 4.1 million in 2017, with an average of 117 feet of pipe used per renovation in 2014
remaining unchanged in 2017
(vi) 19.9 million residential plumbing repairs undertaken in 2014 growing to 20.5 million in 2017, with an average of 4 feet of pipe used per repair in 2014
remaining unchanged in 2017

6.

Estimating product segment and category size (by value)

To calculate the value of a product segment (e.g. plumbing fittings) for an end-market (e.g. residential), the Company did the following:
•

Calculated the total number of units sold in the product segment (calculated in the manner set out in section 1)

•

Multiplied the total (calculated above) by the penetration of each product category (e.g. PTC fittings), as detailed in section 3, to estimate the number of
units used in each product category

•

Estimated the average manufacturer selling price for each product category, and multiplied that price by the number of units within the relevant product
category

•

Summed the value of each product category to calculate total value of the product segment

An example of this type of Industry Data appears in Section 2.2.1: “Reliance estimates that 300 million plumbing fittings were sold in the USA residential endmarket in the 2014 calendar year, worth approximately US$410 million.” Key assumptions underpinning the estimated value are:
(i)

Estimated 300 million plumbing fittings used in the residential end-market in USA in 2014 (calculated in the manner set out in section 1)

(ii) PTC fittings share of the total fittings product segment (calculated in the manner set out in section 3) in 2014 of 10% and applying an assumed
average manufacturer selling price per unit of PTC fitting
(iii) Crimp fittings share of the total fittings product segment (calculated in the manner set out in section 3) in 2014 of 36% and applying an assumed
average manufacturer selling price per unit of crimp fitting
(iv) Expansion fittings share of the total fittings product segment (calculated in the manner set out in section 3) in 2014 of 13% and applying an assumed
average manufacturer selling price per unit of expansion fitting
(v) Solder fittings share of the total fittings product segment (calculated in the manner set out in section 3) in 2014 of 28% and applying an assumed
average manufacturer selling price per unit of sweat fitting
(vi) CPVC fittings share of the total fittings product segment (calculated in the manner set out in section 3) in 2014 of 11% and applying an assumed
average manufacturer selling price per unit of CPVC fitting
(vii) Press fittings share of the total fittings product segment (calculated in the manner set out in section 3) in 2014 of 2% and applying an assumed
average manufacturer selling price per unit of press fitting
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CORPORATE
IMPORTANT NOTICES
DIRECTORY

Company’s Registered Office

Co-Managers

Reliance Worldwide Corporation Limited

Ord Minnett Limited

Level 54, 525 Collins Street

Level 8, NAB House

Melbourne VIC 3000

255 George Street
Sydney NSW 2000

Reliance Offer Information Line
1300 781 374 (within Australia) or +61 3 9415 4681 (outside Australia) from
8.30am to 5.00pm (Melbourne time), Monday to Friday (excluding public
holidays).

Offer Website
www.relianceshareoffer.com.au

Corporate Website
http://www.rwc.com

Financial Adviser
Oaktower Partnership Pty Ltd
Level 2, 18 Oliver Lane
Melbourne VIC 3000

Macquarie Equities Limited
1 Shelley Street
Sydney NSW 2000

Australian Legal Adviser
Herbert Smith Freehills
Level 42, 101 Collins Street
Melbourne VIC 3000

Legal Adviser to the Company as to
United States Federal Securities Law
Herbert Smith Freehills LLP
50 Raffles Place
#24-01 Singapore Land Tower

Sole Global Coordinator and
Joint Lead Manager
J.P. Morgan Australia Limited
Level 18, J.P. Morgan House
85 Castlereagh Street
Sydney NSW 2000

Joint Lead Manager
Macquarie Capital (Australia) Limited
101 Collins Street
Melbourne VIC 3000

Co-Lead Managers
Evans and Partners Pty Ltd
Mayfair Building, 171 Collins Street
Melbourne VIC 3000

Singapore 048623

Investigating Accountant
KPMG Transaction Services, a division of KPMG Financial Advisory Services
(Australia) Pty Limited
147 Collins Street
Melbourne VIC 3000

Independent Auditor
KPMG
147 Collins Street
Melbourne VIC 3000

Share Registry
Computershare Investor Services Pty Limited
Yarra Falls
452 Johnston Street
Abbotsford VIC 3067

Morgans Corporate Limited
Level 29, Riverside Centre
123 Eagle Street
Brisbane QLD 4000
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Need assistance?
Phone the Reliance Offer Information Line on
1300 781 374 (within Australia) or
+61 3 9415 4681 (outside Australia) from
8.30am until 5.00pm (Melbourne time) Monday to Friday.
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ACN 610 855 877

Broker Firm Offer Applicants should contact their Broker for
information about how and when to lodge this Application Form.

Broker Firm Offer Application Form
IMPORTANT

Broker Firm Offer closes 5.00pm (Melbourne time) on Tuesday, 26 April 2016.

This Application Form may only be used for Applicants under the
Broker Firm Offer.

Postal Address: This will be used for all correspondence. For joint
applicants, only one address can be entered.

This Application Form relates to the Broker Firm Offer by Reliance
Worldwide Corporation Limited (the Company) for shares in the Company
made under the replacement prospectus dated 18 April 2016 (Prospectus).
This Application Form must not be distributed unless included in, or
accompanied by, the Prospectus.

Contact Details: These are not compulsory and will assist us if we need
to contact you, and will be used subject to the Company’s privacy policy.

Broker Firm Offer Applicants MUST contact their Broker for information
on how and when to submit this Application Form and their Application
Payment. Generally, you will lodge this Application Form with your Broker
in accordance with their instructions. If you have been offered an allocation
by a Broker, you must return this form directly to that Broker in accordance
with their instructions.

If you are a CHESS participant (or are sponsored by a CHESS participant)
and you wish to hold Shares issued to you under this Application on the
CHESS Subregister, enter your CHESS Holder Identification Number
(HIN). Otherwise leave Step 3 blank and on issue you will be sponsored by
the Company and allocated a Securityholder Reference Number (SRN).
Note: if your name and address details do not correspond with the details
held at CHESS, your Application will be deemed to have been submitted
without the CHESS HIN and any Shares issued will be held on the issuer
sponsored subregister.

This Application Form should be read in conjunction with the Prospectus.
Capitalised words and certain terms used in this Application Form have
the meanings given to them in the Prospectus. The Prospectus contains
information relevant to a decision about investing in Shares. You should
read the Prospectus carefully before completing this Application Form and
applying for Shares.
This Application Form is important. If you are in any doubt as to how to
deal with it, please contact your Broker or other professional adviser
without delay.

STEP 1

Apply for Shares

Enter the value of Shares you wish to apply for. Subject to the Prospectus
(including any scale back), the number of Shares you are issued will be
your Application Payment divided by the Final Price, which may be below,
within or above the Indicative Price Range as set out in the Prospectus.

STEP 2

Provide your Details

Individual / Joint Applications: This must be your full name or the name
of a company. Up to 3 joint applicants can register. Refer to the table below
for the correct forms of registrable title(s) as Applications using the wrong
form may be rejected. CHESS participants should complete their name
identically to that presently registered in CHESS.

STEP 3

STEP 4

CHESS Holdings Only

Make your Payment

If you have been contacted by your Broker regarding the Broker Firm Offer,
you should ask your Broker for information about how and when to lodge
this Application Form, and who to make your cheque or bank draft payable
to. Generally, you will lodge this Application Form and cheque or bank draft
payment with your Broker in accordance with their instructions. Do NOT
lodge this Application Form with the Share Registry.
Your Broker must receive your completed Application Form and Application
Payment by 5.00pm (Melbourne time) on Tuesday 26 April 2016.
The Broker Firm Offer is expected to close at 5.00pm (Melbourne time) on
Tuesday 26 April 2016. The Company and the Joint Lead Managers may
elect to extend the Offer or any part of it, or accept late Applications either
generally or in particular cases. The Offer or any part of it may be closed
at an earlier date and time, without further notice. Your Broker may also
impose an earlier closing date. Applicants are therefore encouraged to
submit their Applications as early as possible.

Turn over to complete the form

Correct Forms of Registrable Titles

Type of Investor

Correct Form of Registration

Incorrect Form of Registration

Individual - Use given name(s) in full, not initials

Mr John Alfred Smith

J.A Smith

Joint - Use given name(s) in full, not initials

Mr John Alfred Smith & Mrs Janet Marie Smith

John Alfred & Janet Marie Smith

Company - Use company title, not abbreviations

ABC Pty Ltd

ABC P/L; ABC Co

Trusts - Use trustee(s) personal name(s)
- Do not use the name of the trust

Ms Penny Smith <Penny Smith Family A/C>

Penny Smith Family Trust

Deceased Estates - Use executor(s) personal name(s)
- Do not use the name of the deceased

Mr Michael Smith <Est John Smith A/C>

Estate of Late John Smith

Minor (a person under the age of 18)
- Use the name of a responsible adult with an appropriate designation

Mr John Alfred Smith <Peter Smith A/C>

Peter Smith

Partnerships - Use partners personal name(s)
- Do not use the name of the partnership

Mr John Smith & Mr Michael Smith
<John Smith & Son A/C>

John Smith & Son

Clubs/Unincorporated Bodies/Business Names - Use office bearer(s) personal name(s)
- Do not use the name of the club etc

Mrs Janet Smith
<ABC Tennis Association A/C>

ABC Tennis Association

Superannuation Funds - Use the name of trustee of the fund
- Do not use the name of the fund

John Smith Pty Ltd <Super Fund A/C>

John Smith Pty Ltd
Superannuation Fund

210773_01TINM

Applications must be made in the name(s) of natural persons, companies or other legal entities in accordance with the Corporations Act. At least one full
given name and surname is required for each natural person. The name of the beneficial owner or any other registrable name may be included by way
of an account designation or completed as described in the correct forms of registrable title(s) below.

Broker Firm Offer Allocation Number

Broker Firm Offer Application Form
STEP 1

Apply for Shares

I/We apply for the following value of Shares. The minimum application amount is $2,000 and multiples of $500 thereafter.

You may be issued the full value of Shares applied for or a lesser value.
The number of Shares you will receive is the above amount divided by the Final Price, which will be determined following completion of the institutional
bookbuild process described in Section 7.5 of the Prospectus and may be below, within or above the Indicative Price Range as set out in the Prospectus.

STEP 2

Provide your Details

Individual / Joint Applications

Title or Company Name

Given Name(s)

Surname

Joint Applicant 2 or Account Designation

Joint Applicant 3 or Account Designation

Postal Address

Unit

Street Number

Street Name or PO Box

Street Name or PO Box (continued)

City/Suburb/Town

State

Postcode

Contact Details

Contact Name

STEP 3

Telephone Number (Business Hours)

CHESS Holdings Only - supply your Holder Identification Number

X
STEP 4

Make your payment. Cheques or bank drafts should be drawn according to the instructions provided by your Broker.

Drawer

Cheque Number

BSB Number

Account Number

Amount of Payment

Acceptance of the Offer
By returning this Application Form with your Application Payment to your Broker in
accordance with their instructions:
• you represent and warrant that you have read and understood the Prospectus
to which this Application Form relates in full, you declare that this Application is
completed and lodged according to the Prospectus and subject to the declarations,
statements and acknowledgements on this Application Form and you make the
warranties, representations and acknowledgements contained in the Prospectus
and this Application Form;
• you represent and warrant that all details and statements made are complete
and accurate;
• you declare that each Applicant, if a natural person, is at least 18 years old;
• you declare that you are not in the United States or other place outside Australia and
New Zealand;
• you declare that you are an Australian or New Zealand resident;
• you declare that you were given access to the Prospectus together with this Application
Form and you represent and warrant that the laws of any other place do not prohibit you
from being given the Prospectus and any supplementary or replacement prospectus
or making an application on this Application Form or being issued with Shares;
• you agree to be registered as the holder of Shares issued to you and agree to be
bound by the Constitution of the Company and the Prospectus;
• you apply for the number of Shares set out on or determined in accordance with this
Application Form and the Prospectus and agree to be issued such number of Shares
or a lesser number;
• you provide authorisation for the Company and Joint Lead Managers to do anything on
your behalf necessary for Shares to be allocated to you;

• you acknowledge that the information contained in the Prospectus (or any
supplementary or replacement prospectus) is not investment advice or a
recommendation that Shares are suitable for you, given your investment objectives,
financial situation or particular needs;
• you acknowledge that your Application to subscribe for Shares is irrevocable and may
not be varied or withdrawn except as allowed by law;
• you acknowledge that an Application may be rejected without giving any reason,
including where this Application Form is not properly completed or where a cheque or
bank draft submitted with this Application Form is dishonoured or for the wrong amount;
• you acknowledge that if you are not issued any Shares or you are issued fewer
Shares than the number that you applied and paid for as a result of a scale back, all
or some of your Application Payment (as applicable) will be refunded to you (without
interest) in accordance with the Corporations Act as soon as practicable after the
date Shares are issued;
• you acknowledge that the Shares have not been, and will not be, registered under
the US Securities Act of 1933, as amended (“US Securities Act”), and may not be
offered, sold or resold in the United States, except in a transaction exempt from, or
not subject to, registration under the US Securities Act and any other applicable
securities laws;
• you acknowledge that you have not and will not send any material relating to the
Offer, including the Prospectus, to any person in the United States; and
• you acknowledge that you will not offer or sell the Shares in the United States or
in any other jurisdiction outside Australia except in transactions exempt from, or
not subject to, registration under the US Securities Act and in compliance with all
applicable laws in the jurisdiction in which the Shares are offered and sold.

Privacy Statement
The personal information you provide on this form is collected by Computershare Investor Services Pty Limited (Share Registry), as registrar for the securities issuer (the
Company), for the purpose of maintaining registers of securityholders, facilitating distribution payments and other corporate actions and communications. In addition, the
Company may authorise the Share Registry on their behalf to send you marketing material or include such material in a corporate communication. You may elect not to receive
marketing material by contacting the Share Registry using the details provided above or emailing privacy@computershare.com.au. We may be required to collect your personal
information under the Corporations Act and ASX Settlement Operating Rules. We may disclose your personal information to our related bodies corporate and to other individuals
or companies who assist us in supplying our services or who perform functions on our behalf, to the Company for whom we maintain securities registers or to third parties
upon direction by the issuer where related to the issuers administration of your securityholding, or as otherwise required or authorised by law. Some of these recipients may be
located outside Australia, including in the following countries: Canada, India, New Zealand, the Philippines, the United Kingdom and the United States of America. For further
details, including how to access and correct your personal information, and information on our privacy complaints handling procedure, please contact our Privacy Officer at
privacy@computershare.com.au or see our Privacy Policy at www.computershare.com/au.
210773_01TINM

Need assistance?
Phone the Reliance Offer Information Line on
1300 781 374 (within Australia) or
+61 3 9415 4681 (outside Australia) from
8.30am until 5.00pm (Melbourne time) Monday to Friday.

Reliance Worldwide Corporation Limited
ACN 610 855 877

Priority Offer Application Form
IMPORTANT

Priority Offer closes 5.00pm (Melbourne time) on Tuesday, 26 April 2016.

This Application Form may only be used for Applicants under the
Priority Offer.
This Application Form relates to the Priority Offer by Reliance Worldwide
Corporation Limited (the Company) for shares in the Company made
under the replacement prospectus dated 18 April 2016 (Prospectus).
This Application Form must not be distributed unless included in, or
accompanied by, the Prospectus.
This Application Form should be read in conjunction with the Prospectus.
Capitalised words and certain terms used in this Application Form have
the meanings given to them in the Prospectus. The Prospectus contains
information relevant to a decision about investing in Shares. You should
read the Prospectus carefully before completing this Application Form and
applying for Shares.
This Application Form is important. If you are in any doubt as to how to
deal with it, please contact your stockbroker, accountant, lawyer or
other professional adviser without delay.

STEP 1

Apply for Shares

Enter the value of Shares you wish to apply for. Subject to the Prospectus
(including any scale back), the number of Shares you are issued will be
your Application Payment divided by the Final Price, which may be below,
within or above the Indicative Price Range as set out in the Prospectus.

STEP 2

Provide your Details

Individual / Joint Applications: This must be your full name or the name
of a company. Up to 3 joint applicants can register. Refer to the table below
for the correct forms of registrable title(s) as Applications using the wrong
form may be rejected. CHESS participants should complete their name
identically to that presently registered in CHESS.
Postal Address: This will be used for all correspondence. For joint
applicants, only one address can be entered.
Contact Details: These are not compulsory and will assist us if we need
to contact you, and will be used subject to the Company’s privacy policy.

STEP 3

CHESS Holdings Only

If you are a CHESS participant (or are sponsored by a CHESS participant)
and you wish to hold Shares issued to you under this Application on the
CHESS Subregister, enter your CHESS Holder Identification Number
(HIN). Otherwise leave Step 3 blank and on issue you will be sponsored
by the Company and allocated a Securityholder Reference Number
(SRN). Note: if your name and address details do not correspond with
the details held at CHESS, your Application will be deemed to have been
submitted without the CHESS HIN and any Shares issued will be held
on the issuer sponsored subregister.

STEP 4

Make your Payment

Choose one of the payment methods shown below.
BPAY®: refer to the instructions in your Priority Offer Invitation
email. Submit your completed Application Form by email to
#aucsmelcorporateactions@computershare.com.au.
Cheque or bank draft: make your cheque or bank draft payable in Australian
dollars to “Reliance Worldwide Corporation Limited” and cross it “Not
Negotiable”. The cheque or bank draft must be drawn from an Australian
bank. Cash is not accepted. Send your completed Application Form and
cheque or bank draft to the address below:
Reliance Worldwide Corporation Limited
c/- Computershare Investor Services Pty Limited
GPO Box 52
Melbourne VIC 3001
AUSTRALIA
Payments will be processed on the day of receipt and as such, sufficient
cleared funds must be held in your account as dishonoured cheques or
bank drafts may not be represented and may result in your Application being
rejected. Receipts will not be forwarded. Funds cannot be debited directly
from your account.
Computershare Investor Services Pty Limited (the Share Registry) must
receive your completed Application Form and Application Payment by
5.00pm (Melbourne time) on Tuesday, 26 April 2016. Applicants paying by
BPAY should be aware that their own financial institution may implement earlier
cut off times with regards to electronic payment, and should therefore take
this into consideration when making payment. Neither the Share Registry nor
the Company accepts any responsibility for loss incurred through incorrectly
completed BPAY payments. It is the responsibility of the Applicant to ensure
that funds submitted through BPAY are received by 5.00pm (Melbourne time)
on Tuesday, 26 April 2016.
The Priority Offer is expected to close at 5.00pm (Melbourne time) on
Tuesday, 26 April 2016. The Company and the Joint Lead Managers may
elect to extend the Offer or any part of it, or accept late Applications either
generally or in particular cases. The Offer or any part of it may be closed
at an earlier date and time, without further notice. Applicants are therefore
encouraged to submit their Applications as early as possible.

Turn over to complete the form

Correct Forms of Registrable Titles

Type of Investor

Correct Form of Registration

Incorrect Form of Registration

Individual - Use given name(s) in full, not initials
Joint - Use given name(s) in full, not initials
Company - Use company title, not abbreviations
Trusts - Use trustee(s) personal name(s)
- Do not use the name of the trust
Deceased Estates - Use executor(s) personal name(s)
- Do not use the name of the deceased
Minor (a person under the age of 18)
- Use the name of a responsible adult with an appropriate designation
Partnerships - Use partners personal name(s)
- Do not use the name of the partnership
Clubs/Unincorporated Bodies/Business Names - Use office bearer(s) personal name(s)
- Do not use the name of the club etc
Superannuation Funds - Use the name of trustee of the fund
- Do not use the name of the fund

Mr John Alfred Smith
Mr John Alfred Smith & Mrs Janet Marie Smith
ABC Pty Ltd

J.A Smith
John Alfred & Janet Marie Smith
ABC P/L; ABC Co

Ms Penny Smith <Penny Smith Family A/C>

Penny Smith Family Trust

Mr Michael Smith <Est John Smith A/C>

Estate of Late John Smith

Mr John Alfred Smith <Peter Smith A/C>
Mr John Smith & Mr Michael Smith
<John Smith & Son A/C>
Mrs Janet Smith
<ABC Tennis Association A/C>
John Smith Pty Ltd <Super Fund A/C>

Peter Smith
John Smith & Son
ABC Tennis Association
John Smith Pty Ltd
Superannuation Fund

® Registered to BPAY Pty Ltd ABN 69 079 137 518
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Applications must be made in the name(s) of natural persons, companies or other legal entities in accordance with the Corporations Act. At least one full
given name and surname is required for each natural person. The name of the beneficial owner or any other registrable name may be included by way
of an account designation or completed as described in the correct forms of registrable title(s) below.

Priority Offer Application Form
STEP 1

Apply for Shares

I/We apply for the following value of Shares. The minimum application amount is $2,000 and multiples of $500 thereafter.

You may be issued the full value of Shares applied for or a lesser value.
The number of Shares you will receive is the above amount divided by the Final Price, which will be determined following completion of the institutional
bookbuild process described in Section 7.5 of the Prospectus and may be below, within or above the Indicative Price Range as set out in the Prospectus.

STEP 2

Provide your Details

Individual / Joint Applications

Title or Company Name

Given Name(s)

Surname

Joint Applicant 2 or Account Designation

Joint Applicant 3 or Account Designation

Postal Address

Unit

Street Number

Street Name or PO Box

Street Name or PO Box (continued)

City/Suburb/Town

State

Postcode

Contact Details

Contact Name

STEP 3

Telephone Number (Business Hours)

CHESS Holdings Only - supply your Holder Identification Number

X
STEP 4

Make your payment. Provide your Application Number and (if applicable) cheque or bank draft details in the panel
below. Cheques or bank drafts should be made payable to “Reliance Worldwide Corporation Limited”.

Account Name

Cheque Number

BSB and Account Number
(cheque or bank draft
payments only)

Application Number (all Applicants)

Amount of Payment

Acceptance of the Offer
By returning this Application Form with your Application Payment to the Share Registry:
• you represent and warrant that you have read and understood the Prospectus
to which this Application Form relates in full, you declare that this Application is
completed and lodged according to the Prospectus and subject to the declarations,
statements and acknowledgements on this Application Form and you make the
warranties, representations and acknowledgements contained in the Prospectus
and this Application Form;
• you represent and warrant that all details and statements made are complete
and accurate;
• you declare that each Applicant, if a natural person, is at least 18 years old;
• you declare that you are not in the United States or other place outside Australia and
New Zealand;
• you declare that you are an Australian or New Zealand resident;
• you declare that you were given access to the Prospectus together with this Application
Form and you represent and warrant that the laws of any other place do not prohibit you
from being given the Prospectus and any supplementary or replacement prospectus or
making an application on this Application Form or being issued with Shares;
• you agree to be registered as the holder of Shares issued to you and agree to be bound
by the Constitution of the Company and the Prospectus;
• you apply for the number of Shares set out on or determined in accordance with this
Application Form and the Prospectus and agree to be issued such number of Shares or
a lesser number;
• you provide authorisation for the Company and Joint Lead Managers to do anything on
your behalf necessary for Shares to be allocated to you;

• you acknowledge that the information contained in the Prospectus (or any
supplementary or replacement prospectus) is not investment advice or a
recommendation that Shares are suitable for you, given your investment objectives,
financial situation or particular needs;
• you acknowledge that your Application to subscribe for Shares is irrevocable and may
not be varied or withdrawn except as allowed by law;
• you acknowledge that an Application may be rejected without giving any reason, including
where this Application Form is not properly completed or where a cheque or bank draft
submitted with this Application Form is dishonoured or for the wrong amount;
• you acknowledge that if you are not issued any Shares or you are issued fewer Shares
than the number that you applied and paid for as a result of a scale back, all or some
of your Application Payment (as applicable) will be refunded to you (without interest)
in accordance with the Corporations Act as soon as practicable after the date Shares
are issued;
• you acknowledge that the Shares have not been, and will not be, registered under the
US Securities Act of 1933, as amended (“US Securities Act”), and may not be offered,
sold or resold in the United States, except in a transaction exempt from, or not subject
to, registration under the US Securities Act and any other applicable securities laws;
• you acknowledge that you have not and will not send any material relating to the Offer,
including the Prospectus, to any person in the United States; and
• you acknowledge that you will not offer or sell the Shares in the United States or in any
other jurisdiction outside Australia except in transactions exempt from, or not subject
to, registration under the US Securities Act and in compliance with all applicable laws
in the jurisdiction in which the Shares are offered and sold.

Privacy Statement
The personal information you provide on this form is collected by the Share Registry, as registrar for the securities issuer (the Company), for the purpose of maintaining
registers of securityholders, facilitating distribution payments and other corporate actions and communications. In addition, the Company may authorise the Share Registry
on their behalf to send you marketing material or include such material in a corporate communication. You may elect not to receive marketing material by contacting the
Share Registry using the details provided above or emailing privacy@computershare.com.au. We may be required to collect your personal information under the
Corporations Act and ASX Settlement Operating Rules. We may disclose your personal information to our related bodies corporate and to other individuals or companies
who assist us in supplying our services or who perform functions on our behalf, to the Company for whom we maintain securities registers or to third parties upon direction
by the issuer where related to the issuers administration of your securityholding, or as otherwise required or authorised by law. Some of these recipients may be located
outside Australia, including in the following countries: Canada, India, New Zealand, the Philippines, the United Kingdom and the United States of America. For further
details, including how to access and correct your personal information, and information on our privacy complaints handling procedure, please contact our Privacy Officer at
privacy@computershare.com.au or see our Privacy Policy at www.computershare.com/au.
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RELIANCE WORLDWIDE CORPORATION LIMITED ACN 610 855 877

www.rwc.com

