PACIFIC RESTAURANT GROUP LIMITED

(ACN 129 686 559)

OFFER DOCUMENT

For a non-renounceable pro-rata rights issue of nineteen (19) new ordinary Shares for every one (1) ordinary share at $0.0029421415 per share to raise up to $2.5 million.

________________________________________________________________________

IMPORTANT NOTICE

________________________________________________________________________

This document is not a prospectus.  It does not contain all of the information that an investor would find in a prospectus or which may be required in order to make an informed investment decision regarding, or about the rights attached to, the Shares offered by this document.

This document is important and requires your immediate attention.  It should be read in its entirety.  If you do not understand its content or are in doubt as to the course you should follow, you should consult your professional adviser without delay.

This Offer opens on 19 May 2009 (Opening Date) and closes at 5.00 pm (AEST) on 29 May 2009 (Closing Date).

This Offer Document and the Entitlement and Acceptance Form do not constitute an offer of, or an invitation to subscribe for, any of the New Shares in any place in which, or to any person to whom, it would not be lawful to make such an offer or invitation.

Please read the instructions in this Offer Document and on the accompanying Entitlement and Acceptance Form regarding the acceptance of your Entitlement.

Definitions

Unless defined elsewhere, all other terms are defined in the Glossary in section 4.

Purpose

This Offer Document relates solely to a proposed rights issue by Pacific Restaurant Group Limited (“PRG”).  This Offer Document does not relate to, and is not relevant for, any other purpose. This Offer Document is only a summary of the terms and conditions of the New Shares and is to assist each recipient to decide whether it will undertake its own further independent investigation of the Rights Issue.  This Offer Document does not purport to contain all the information a person considering participating in the Rights Issue may require.  Accordingly, this Offer Document should not be relied upon by intending subscribers for New Shares.   

It should not be assumed that the information contained in this Offer Document is necessarily accurate or complete in the context of any offer to subscribe for or an invitation to subscribe for New Shares pursuant to the Rights Issue even if this Offer Document is circulated in conjunction with such an offer or invitation.

Limited responsibility for information

Whilst the Board of PRG believes the statements made in this Offer Document are accurate, neither it, the individual Directors of PRG nor any external adviser to any of the foregoing makes any representation or warranty, express or implied, as to, nor assumes any responsibility or liability for, the authenticity, origin, validity, accuracy or completeness of, or any errors or omissions in, any information, statement, opinion or forecast contained in this Offer Document or in any previous, accompanying or subsequent material or presentation.

No recipient of this Offer Document can assume that any person referred to in it has conducted any investigation or due diligence concerning, or has carried out or will carry out any independent audit of, or has independently verified or will verify, the information contain in this Offer Document.

Date of this Offer Document

This Offer Document has been prepared as at 18 May 2009 (“Preparation Date”), based upon information available, and the facts and circumstances known, to PRG at that time.

Neither the delivery of this Offer Document, nor any offer or issue of the New Shares, at any time after the Preparation Date implies, or should be relied upon as a representation or warranty, that:

(a) there has been no change since the Preparation Date in the affairs or financial condition of PRG or any other party named in this Offer Document; or

(b) the information contained in this Offer Document is correct at such later time.

No person undertakes to review the financial condition or affairs of PRG at any time or to keep a recipient of this Offer Document informed of changes in, or matters arising or coming to their attention which may affect, anything referred to in this Offer Document.

Neither the Board of PRG nor any other person accepts any responsibility to shareholders of PRG or prospective shareholders of PRG to update this Offer Document after the Preparation Date with regard to information or circumstances that come to its attention after the Preparation Date.

Independent investment decisions

This Offer Document is not intended to be, and does not constitute, a recommendation by the Board of PRG that any person subscribe for New Shares.  Accordingly, any person contemplating the subscription of New Shares pursuant to this Rights Issue must:

(a) make their own independent investigation of the terms of the Rights Issue and the financial condition, affairs and creditworthiness of PRG, after taking all appropriate advice from qualified professional persons; and

(b) base any investment decision on the investigation and advice referred to in paragraph (a) and not on this Offer Document.

Authorised material

No person is authorised to give any information or to make any representation which is not contained in this Offer Document and any information or representation not contained in this Offer Document must not be relied upon as having been authorised by or on behalf of PRG or its Board.

Distribution to professional investors only

This Offer Document has been prepared on a confidential basis for distribution only to professional investors whose ordinary business includes the buying or selling of securities such as the securities.  This Offer Document is not intended for, should not be distributed to, and should not be construed as an offer or invitation to, any other person.

Distribution

The distribution of this Offer Document and the offering or invitation to subscribe for or buy the New Shares pursuant to the Rights Issue in certain jurisdictions may be restricted by law.  No action has been taken or will be taken which would permit the distribution of this Offer Document or the offer or invitation to subscribe for or buy the New Shares offering in any jurisdiction where action for that purpose is required.

Issue not requiring disclosure to investors under the Corporations Act 2001 (Cth) 

This Offer Document is not a product disclosure statement for the purposes of Chapter 7 of the Corporations Act 2001 (Cth) (“Corporations Act”) and is not required to be lodged with the Australian Securities and Investments Commission under the Corporations Act as each offer for the issue, any invitation to apply for the issue, and any offer for sale of, and any invitation for offers to purchase, the New Shares to a person under this Offer Document:

(a) will be for a minimum amount payable (after disregarding any amount lent by the person offering the New Shares(as determined under section 700(3) of the Corporations Act) or any of their associates (as determined under sections 10 to 17 of the Corporations Act)) on acceptance of the offer or application (as the case may be) is at least $500,000 (calculated in accordance with both section 708(9) of the Corporations Act and regulation 7.1.18 of the Corporations Regulations 2001); or

(b) does not otherwise require disclosure to investors under part 6D2 of the Corporations Act and is not made to a retail client.

A person may not (directly or indirectly) offer for issue or sale, or make any invitation to apply for the issue or to purchase, the New Shares nor distribute this Offer Document except if the offer or invitation:

(a) does not need disclosure to investors under part 6D.2 of the Corporations Act; 

(b) is not made to a retail client; and

(c) complies with any other applicable laws in all jurisdictions in which the offer or invitation is made.

The Board of PRG does not guarantee any particular rate of capital or income return in respect of the investment in the New Shares, nor do they make any statement (including, without limitation, any representation) with respect to income tax or other taxation consequences of any subscription, purchase or holding of the securities or the receipt of any amounts thereunder.

19 May 2009

PACIFIC RESTAURANT GROUP LIMITED

Dear Shareholder,

NON-RENOUNCEABLE RIGHTS ISSUE – CHAIRMAN’S LETTER TO SHAREHOLDERS

On behalf of the Board of Directors of Pacific Restaurant Group Limited (“PRG”), I would like to invite you to participate in this new issue of Shares.

As outlined in this Offer Document, PRG intends to make a pro-rata non-renounceable rights issue of up to 849,721,201 New Shares to shareholders on the basis of nineteen (19) New Shares for every one (1) Share held to raise up to $2,500,000.  Eligible Shareholders will be entitled to apply for additional Shares that become available owing to rights not being taken up. 

A subscription form accompanies this Offer Document.  

Further details of the Rights Issue are set out in the Offer Document.  Please read the Offer Document before deciding whether to acquire New or Additional Shares.

PRG confirms the Rights Issue is being made without a disclosure document, pursuant to section 708 of the Corporations Act 2001 (Cth).  Accordingly, this Rights Offer is only open to investors that satisfy the relevant exemptions contained in section 708 as explained in further detail in the Offer Document.  

Four of PRG’s restaurants are currently cash flow positive despite the current difficult economic climate. However there were significant cost overruns in the establishment of Chophouse Melbourne and subsequent poorer than budgeted financial performance has occurred since opening. In conjunction with the negative impact on PRG’s revenues from the general current adverse trading conditions this has severely impacted both the cash flow of the Company and its balance sheet. Given these circumstances, the Board considers that this Rights Issue is now essential for the Company in order to strengthen its current financial position.  In addition, strengthening the Company’s balance sheet at this time will position it for future growth when economic circumstances change.

In addition to this Rights Issue PRG will be restructured. The existing management and licensing agreements with Kingsleys Restaurant Group Pty Ltd (“KRG”) and Kingsleys Brand Group Pty Ltd will now be terminated which will positively impact PRG’s future profitability. As part of this restructure, PRG will now take control of all management operations from KRG and will also have the right to use the Kingsley and Chophouse brand names in perpetuity in Australia. 

A number of the Major Shareholders of PRG, led by Rick Hutchinson and Graham Hartmann who both are recently appointed Directors of PRD, have indicated a willingness to take up their rights entitlement in full.  In addition, these same Major Shareholders have also indicated a willingness to take up any potential shortfall that may occur in this rights issue.

Separate to this Rights Issue, the Board of have developed an incentive based scheme which will issue to original shareholders a further 20% of the Company’s capital on an incentive basis.   

A presentation to shareholders regarding this Rights Issue will also be held on Wednesday 27 May 2009 at 6.00pm at Kingsleys Woolloomooloo. I strongly encourage you to attend.

If you have any enquiries concerning this Offer, please feel free to contact Non-executive Director Rick Hutchinson on 0429 969 882 or me on 0410 624 155 or kingsley@kingsleys.com.au.​ 

Yours faithfully,

Kingsley Smith

Chairman

1.
DETAILS OF THE OFFER

1.1 The Offer

Pacific Retail Group Limited (“PRG” or “Company”) is making a non-renounceable pro rata offer of fully paid ordinary Shares in the Company on the basis of nineteen (19) new fully paid PRG Shares (“New Shares”) for every one (1) share held at 5.00 pm (AEST) on 15 May 2009 at a price of $0.0029421415 per share (the “Offer” or “Rights Issue”).  

Your Entitlement to New Shares is shown on the accompanying Entitlement and Acceptance Form.

The purpose of the Offer is to raise additional capital for PRG in order to strengthen its current financial position.  In addition, strengthening the Company’s balance sheet at this time will position it for future growth when economic circumstances change.

Eligible Shareholders may also apply for Additional Shares that are not taken up under the Rights Issue pursuant to a shortfall offer (discussed further below).
1.2 Eligibility

You are eligible to participate in the Rights Issue only if you were a shareholder as at 5.00 pm (AEST) on 15 May 2009 and have a registered address in Australia (“Eligible Shareholders”) provided that an Offer to such persons:

(a) will be for a minimum amount payable (after disregarding any amount lent by the person offering the New Shares(as determined under section 700(3) of the Corporations Act) or any of their associates (as determined under sections 10 to 17 of the Corporations Act)) on acceptance of the offer or application (as the case may be) is at least $500,000 (calculated in accordance with both section 708(9) of the Corporations Act and regulation 7.1.18 of the Corporations Regulations 2001); or

(b) does not need disclosure to investors under part 6D.2 of the Corporations Act; 

(c) is not made to a retail client; and

(d) complies with any other applicable laws in all jurisdictions in which the offer or invitation is made.

1.3 Effect of the Offer on the Capital Structure of PRG

The capital structure of PRG following completion of the Offer is summarised below:

	Shares

	Number

	Shares on issue at the date of the Offer

	44,722,168

	Maximum New Shares available under the Offer

	849,721,201

	Maximum number of total Shares potentially on issue at completion of the Offer

	894,443,369


1.4 Potential effect on control of the Company

Set out below is information on the potential effect that the issue of the New Shares will have on the control of the Company and the consequences of that effect:

(a) 
If all Eligible Shareholders take up their entitlements under the Rights Issue, then the Rights Issue will have no significant effect on the control of the Company (assuming all shareholders in the Company qualify as Eligible Shareholders).

(b)
If particular Eligible Shareholders do not take up all of their entitlements under the Rights Issue, then the shareholding interests of those Eligible Shareholders in the Company will be diluted.

(c) 
The proportional interests of shareholders that do not qualify as Eligible Shareholders (as defined) may be diluted because such shareholders are not entitled to participate in the Rights Issue.

(d) 
If the Rights Issue is undersubscribed, the placement of Shortfall Shares pursuant to the Shortfall Offer may result in a significant effect on the control of the Company depending on the level of the shortfall.  

Major shareholders of the Company, led by Rick Hutchinson and Graham Hartmann (“Major Shareholders”) have indicated that they will take up their rights entitlement in full and will subscribe for Additional Shares in the event of a Shortfall up to a maximum amount of $2.1 million. These shareholders currently hold 20.22% of the ordinary Shares in the Company.

	If the Rights Issue is fully subscribed by Eligible Shareholders
	No significant effect on the control of the Company.


	If 75% of the Rights Issue are subscribed for by the Eligible Shareholders other than the Major Shareholders, and the Major Shareholders  subscribe for their full entitlement
	The Major Shareholders’ shareholding would increase from 20.22% to 24.76% if it takes its entitlement in full and also acquires all of the shortfall.

	If 50% of the Rights Issue are subscribed for by the Eligible Shareholders other than the Major Shareholdes, and the Major Shareholders  subscribe for their full entitlement 
	The Major Shareholders’ shareholding would increase from 20.22% to 48.51% if it takes its entitlement and also acquires all of the shortfall.

	If the Rights Issue is subscribed by no Eligible Shareholders other than the Major Shareholders
	The Major Shareholders’ shareholding would increase from 20.22% to 96.01% if it takes its entitlement in full and also acquires all of the shortfall.


The potential effect the issue of the New Shares under the Rights Issue on the control of the Company is illustrated below (it is assumed that all shareholders in the Company qualify as Eligible Shareholders although this will not be known by PRG until later in the Rights Issue process):

1.5 Timetable

The proposed timetable associated with the Offer is as follows:

	Event

	Date

	Record Date at 5.00 pm (AEST) for determining entitlements to New Shares

	15 May 2009

	Announcement of the Offer and dispatch of Offer Document and Entitlement and Acceptance Form

	19 May 2009

	Acceptances close at 5.00 pm (AEST) 
	29 May 2009


	Calculation of undersubscriptions (if any).  Shortfall facility implemented.

	1 June 2009


	Despatch holding statements to shareholders
	8 June 2009



This timetable is indicative only and may be subject to change.  PRG reserves the right to amend this indicative timetable at any time, subject to the Corporations Act.  

1.6 Entitlements and Acceptance

The Entitlement of Eligible Shareholders to participate in the Offer will be determined at 5.00 pm (AEST) on [insert date] 2009.  Your Entitlement to New Shares is shown on the accompanying Entitlement and Acceptance Form.  In calculating your Entitlement to New Shares, fractional parts of less than one half Share have been disregarded, and fractional parts of one half share or more have been regarded as one share.  There is a minimum subscription of $900,000 dollars. In the event that the minimum subscription amount is not reached, all application monies will be returned without interest.

1.7 Application for Additional Shares in event of shortfall

Eligible Shareholders may also apply for Additional Shares that are not taken up under the Rights Issue pursuant to a shortfall offer (Shortfall Offer).  Such securities are being offered in addition to each Eligible Shareholder's entitlement under the Rights Issue. Allocation of Shortfall Shares pursuant to the Shortfall Offer will be subject to there being a shortfall under the Rights Issue and will otherwise take place at the sole discretion of the Directors of the Company.  
Should such application of Eligible Shareholders for Additional Shares exceed the Shares available a pro-rata scaleback will be applied.  Complete section 5 of the accompanying Entitlement and Acceptance Form to apply for Additional Shares.  

Further information on applying for Additional Shares is contained in section 2 below.

1.8 Non-renounceable Issue and Entitlement

The Right Issue is non-renounceable.  Accordingly, there is no trading of Entitlements meaning that Eligible Shareholders cannot sell or transfer all or any part of their Entitlement instead of paying for the New Shares.  

Eligible Shareholders who do not take up their Entitlement will find that their Entitlement lapses.  

1.9 Opening and Closing Dates

The Offer opens on 19 May 2009 (“Opening Date”).  The Company will accept Entitlement and Acceptance Forms until 5.00 pm (AEST) on 29 May 2009 (“Closing Date”) or such other date as the PRG Directors in their absolute discretion shall determine.

1.10 Issue and Despatch

Shareholder Statements will be dispatched by 8 June 2009.

1.11 Interest on Application Monies

Application monies will be held in trust by PRG from the date of receipt to the date of allotment of New Shares.  PRG is entitled to all interest earned on the application monies.

In the event that the minimum amount of $900,000 is not raised, the money will be returned to Shareholders without interest.

2.
ACTION REQUIRED BY ELIGIBLE SHAREHOLDERS

2.1
How to accept the Offer

You should carefully consider how to deal with this Offer and take account in accordance with one of the options below:

· Take up your Entitlement in full;

· Take up some of your Entitlement;

· Apply for Additional Shares in the event of a shortfall; or

· Allow your Entitlement to lapse.

By accepting the Offer, you agree to be bound by the terms and conditions of the Offer and PRG’s Constitution.

If you wish to take up all or part of your Entitlement 

If you wish to take up all or part of your Entitlement, you should complete the accompanying Entitlement and Acceptance Form in accordance with the instructions set out on that Form.  Please forward your completed Form together with your cheque, bank draft or money order for the amounts shown on the Form to: 

Pacific Restaurant Group Ltd Offer Account
Suite 202, 100 William Street

Sydney NSW 2000

No later than 5.00 pm (AEST) on 29 May 2009.

If you wish to apply for Additional Shares in the Event of a Shortfall

If you are an Eligible Shareholder, you may apply for additional New Shares if a shortfall exists following the Rights Issue (“Additional Shares”).  A shortfall arises if the actual Application received for New Shares is less than the number of New Shares to be issued under the Rights Issue.

If you wish to apply for Additional Shares, please complete section 5 of the accompanying Entitlement and Acceptance Form in accordance with instructions set out in that Form.  Please forward your completed Form in accordance with your payment via cheque, bank draft or money order for the amount calculated in accordance with instructions in the Form to: 

Pacific Restaurant Group Ltd Offer Account
Suite 202, 100 William Street

Sydney NSW 2000

No later than 5.00 pm (AEST) on 29 May 2009.

Allowing your Entitlement to Lapse

If you do nothing and your Rights lapse you will receive no benefit from the Offer.

Enquiries 

If you have any enquiries concerning this form or your entitlement, please contact Non-executive Director Rick Hutching on 0429 969 882 or Kingsley Smith on 0410 624 155 or at kingsley@kingsleys.com.au

3.
RISK FACTORS

There are a number of risk factors involved for shareholders in taking up their Entitlement.  These risks are both specific to PRG and of a general nature, which will impact the performance of PRG and the value of the Shares.  PRG has taken various measures to mitigate risks to the extent it can, but the Company cannot guarantee that such measures will be effective.

This section describes a number of risks associated with taking up this Offer, however Eligible Shareholders should note that this list of risks is not exhaustive as not all risks can be managed.  

The risks include:

· Unlisted investment – an investment in PRG is an unlisted investment where a readily available market may not exist. Accordingly, realization of the Shares may not be possible or investors could suffer a discount for the lack of liquidity and marketability of the investment.

· Economic conditions – any further slow down in economic conditions or adverse changes in inflation, interest rates, employment and government policy which are outside the control of PRG and which may materially impact on PRG’s financial standing.

· Customer numbers – any further slow down in customer numbers to PRG’s restaurants including the loss of repeat customers which could not be readily replaced and would impact future sales.

· Recovery of fixed costs – there are high fixed costs associated with the Company and these costs may not be recovered if there are insufficient sales.

· Reliance on key personnel – despite the best efforts to attract and retain key senior management, there is no guarantee that PRG will be able to retain key personnel.

· Increased costs of inputs – PRG is dependent upon a number of inputs, mainly meat. It may be possible that there are future price increases which it is not possible to pass on to patrons which would reduce gross margins and overall profitability. Drought or other abnormal conditions could restrict supply and affect prices of food inputs.

· Maintenance of reputation and brand – PRG is heavily dependent on its reputation for quality meat, seafood, wines, service and atmosphere. Unforeseen events or issues that jeopardize the reputation of PRG and its brand names could adversely affect financial performance.

· Supply chain management – any adverse changes to the supply chain such as unreliable quality of meat or seafood, increased food or freight costs or deterioration in relationships with key suppliers could adversely affect financial performance.

· Litigation risk, including product liability – litigation risk to PRG includes product liability claims, customer claims, personal injury claims and employee claims. PRG maintains adequate insurance to protect against these risks and complies with food hygiene protocols and standards. However, any such incident could adversely affect financial performance.

· Force majeure – these include acts of God, fire, floods, earthquakes, war and strikes. To the extent that force majeure events occur, they may adversely affect PRG’s financial performance.

In making investment decisions, investors must rely on their own examinations and assessment of the Offer, including the terms and conditions of the Offer and the merits and risks involved.

4.
GLOSSARY

Additional Shares means those New Shares not issued under the Offer.

Application means an application for New Shares under the Offer.

Eligible Shareholders means shareholders in PRG as at 5.00 pm (AEST) on 15 May 2009 with a registered address in Australia provided that an Offer to such persons:

(e) will be for a minimum amount payable (after disregarding any amount lent by the person offering the New Shares(as determined under section 700(3) of the Corporations Act) or any of their associates (as determined under sections 10 to 17 of the Corporations Act)) on acceptance of the offer or application (as the case may be) is at least $500,000 (calculated in accordance with both section 708(9) of the Corporations Act and regulation 7.1.18 of the Corporations Regulations 2001); or

(f) does not need disclosure to investors under part 6D.2 of the Corporations Act; 

(g) is not made to a retail client; and

(h) complies with any other applicable laws in all jurisdictions in which the offer or invitation is made.

Entitlement or Right means each shareholder’s pro rata entitlement to subscribe for New Shares under the Offer based on the number of Shares they hold as a proportion of the total issued capital of PRG.

Excluded Shareholders means shareholders in PRG as at 5.00 pm (AEST) on 15 May 2009 who do not have a registered address in Australia or who otherwise do not qualify as Eligible Shareholders.

New Shares means the 849,721,201 Shares available under the Offer.

Offer or Rights Issue means the non-renounceable rights offer of nineteen (19) Shares for every one (1) Share held at 5.00 pm (AEST) on 15 May at a price of $0.0029421415 per Share.

Offer Document means this Offer Document dated 19 May.

PRG or the Company means Pacific Retail Group Limited (ACN 129 686 559).

Shares mean fully paid ordinary shares in PRG.

