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PRESENTATION
Operator
Good morning, ladies and gentlemen. Welcome to LXRandCo’s second quarter 2017
financial results conference call.
Yesterday, after market close, LXR issued a news release reporting its financial results for
the second quarter ended June 30, 2017. That news release, along with the Company’s financial
statements, are available on SEDAR and on the Company’s website in the Investor section.
Please note that today’s call will be archived for replay approximately one hour following
completion of the call. Details of how to access the replay is available in yesterday’s news release.
Before we begin, let me remind you that forward-looking statements may be made during
or after the formal part of this conference call. Certain material assumptions were applied in providing
these statements, many of which are beyond the Company’s control. These statements are subject
to a number of risks and uncertainties that could cause actual results to differ materially from those
expressed or implied in forward-looking statements.
A summary of these underlying assumptions, risks, and uncertainties is contained in the
Company’s various securities filings, including LXRandCo’s MD&A for the quarter ended June 30,
2017, which is also available on SEDAR.
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These forward-looking statements are made as of today’s date, and except as required by
applicable securities law, the Company undertakes no obligation to publicly update or revise any such
statements.
I would now like to turn the call over to Cam di Prata, Executive Chair of LXRandCo. Please
go ahead, Mr. di Prata.
Cam di Prata — Executive Chair, LXRandCo, Inc.
Thank you, Krista (phon). Good morning to all, and thanks to everyone for joining us today.
I am Cam di Prata, Executive Chair of LXRandCo, and along with my fellow LXRandCo director, Joe
Mimran, who chairs the international development committee of the Company, we are delighted to
welcome you all to LXRandCo’s first quarterly conference call as a public company.
In addition to Joe, also joining me on today’s call are LXRandCo’s Founder and Chief
Executive Officer, Fred Mannella, and Interim Chief Financial Officer, Jeremy Stepak.
On June 9, 2017, Gibraltar Growth Corporation, a company co-founded by Joe and me,
completed the acquisition of LXR International, re-branded it to LXRandCo, and closed a private
placement for gross proceeds of $25 million. LXRandCo’s shares were subsequently listed on the TSX
eight weeks ago on June 15th, and commenced trading under the stock symbol LXR.
The transaction was an exciting opportunity to recapitalize LXRandCo, and to provide the
Company with the financial resources required to accelerate its growth plans. It was also a unique
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opportunity to align the interests of its founders and directors with our new public shareholders to
enable the Company to fuel its medium- to long-term growth opportunities.
LXRandCo’s directors, which include the founders of LXR, hold in excess of 50 percent of the
shares of the Company, and include highly experienced and capable executives in the areas of retail,
branding, and luxury segments of industry. Your Board is a hands-on Board, and together with the
energy of LXRandCo’s talented and visionary executive team, looks forward to building long-term
shareholder value.
With that, we’d now like to turn the call over to LXR’s Chief Executive Officer, Fred Mannella,
who will discuss the highlights of this quarter.
Fred, over to you.
Fred Mannella — Founder and Chief Executive Officer, LXRandCo, Inc.
Thanks, Cam, and good morning, everyone. In terms of the agenda for today’s call, I’ll begin
with a review of the operational and financial highlights for the second quarter. I’ll then turn the call
over to Jeremy to review the second quarter financial results. And I’ll return with some concluding
comments before opening the call to questions.
The second quarter and first half of 2017 have seen us continue the strong momentum in
our business as we execute on our international omni-channel strategy. Our success in this regard
resulted in strong revenue growth of 73 percent this quarter, and position the business for continued
strong growth.
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During Q2, we opened 15 new stores to bring our retail network at June 30 to 61 stores. At
the same point last year that number was just 22.
Importantly, five of those Q2 openings were in Europe, significantly expanding our
international footprint, as per our strategy. We are actively building out our international team, and
recently added three key senior roles to support this important element of our plan, including a senior
executive with more than 30 years in retail, and have standing relationships at the large-scale
department stores to oversee the continued expansion of the retail network.
With the first half of 2017 under our belts, we are firmly on track to achieve our stated target
of 122 retail stores by year-end.
I will remind you that in our business, the majority of our store openings occur in the back
half of the year. The rollouts for the balance of the year have been identified by location, timing, and
banner, and our pipeline for next year is strong.
The other core component of our strategy is growing our e-Commerce revenue by
optimizing our online operations to enhance personalization to drive higher conversion rates and
stronger customer loyalty. We are better leveraging business intelligence and behaviour data to
continually enhance our understanding of customer preferences and their buying behaviour.
Our recent initiatives have focused on providing a more favourable customer experience.
And to that end, in mid-March we launched a new web portal that reflects our new branding and
offers a significantly enhanced user experience.
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We are also beginning to realize the benefit of increased marketing activity that we
undertook in the first quarter of the year. These efforts translated into a 55 percent increase in organic
traffic to our site in Q2 versus Q1, and we have meaningfully improved our conversion rate.
We’re also focused on expanding our subscriber database through gathering in-store data.
And I’m pleased to report that our database has essentially doubled in size over the past year.
As a result of these successes, Q2 e-Commerce revenue is up 99 percent compared to last
year, and we grew it meaningfully as a proportion of total e revenue. But we’re just getting started.
There is so much untapped opportunity in our e-Commerce business, and we have many
more initiatives that will continue to drive traffic and conversion as online benefit from the increased
brand awareness of our growing retail network.
Another top priority for the management team is diversification of our product sourcing;
specifically, increasing the amount of products we source directly while still maintaining the benefits
of better inventory control achieved through purchases from third-party suppliers.
At the end of 2016, our consumer buying program was available in just five stores, as well
as online. At the end of Q2 of this year, our consumer buying program had been expanded to 29 stores
and online. That contributed to an increase in the proportion of products sourced from consumers to
10 percent from just 4 percent at the end of 2016.
We have also achieved greater sourcing diversification regionally, with the products sourced
from regions other than Japan increasing to 22 percent from 13 percent.
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Diversification will provide the additional financial benefit of mitigating currency risk and
supporting our gross margins.
I’d now like to turn the call over to Jeremy to review the second quarter financial results.
Jeremy…
Jeremy Stepak — Interim Chief Financial Officer, LXRandCo, Inc.
Great. Thank you, Fred. So in the interest of time, I’m going to confine my remarks primarily
to the key financial metrics for the second quarter.
Our full second quarter and year-to-date financial results and discussion are, of course,
available in our MD&A and financial statements, which are posted on our website and filed on SEDAR.
Also, we included selected information for the six-month period in the press release as well.
I’d like to note at the outset that because of IFRS accounting—and you’ll have seen this—
IFRS accounting rules relating to the treatment of the LXR acquisition, there are some anomalous or
onetime items that effected reported results in the quarter; mainly the impact of a noncash charge
of excessive fair value over net assets acquired, as well as nonrecurring acquisition costs. We’ve
adjusted these for these, as you’ll see in the MD&A, and my comments will focus on the adjusted
numbers, which are more indicative of the underlying performance of the business.
So as Fred discussed, we had a strong top-line performance in the second quarter as we
continued to execute on our growth strategies for both our retail network and our e-Commerce
business.
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Second quarter net revenue increased 73 percent over last year to 7.2 million from 4.1
million. Growth was driven primarily by the continued expansion of the retail footprint.
We were operating 39 more stores in Q2 this year versus Q2 last year, 61 total versus 22,
and the increase in net revenue was also due to higher wholesale revenue. Year to date, total revenue
was up 67 percent to $13.3 million.
In the second quarter, the proportion of e-Commerce revenue expanded to 6.2 percent
from 4.3 percent as of the end of Q2 ’16. The increase in e-Commerce revenue was primarily
attributable to a more favourable customer experience reflecting certain initiatives, such as our new
web portal, as well as increased marketing which Fred touched upon.
Gross profit for the second quarter increased by 60 percent to $2 million from 1.3 million
last year. Gross profit margin, however, decreased slightly to 28.4 percent from 30.8 percent due to
a few factors, including a weaker US dollar, investments in branding, and changes in product mix.
Expanding our gross margin is a key component of our growth strategy. And with the
initiatives we have in place, including more sourcing from consumers and in the US, as discussed, and
as we benefit from our branding investments, we do expect to see this number trend upward over
time.
Turning over to expenses. SG&A expenses increased to 2.8 million from 1.5 million, and
reflects additional cost incurred, primarily in anticipation of higher revenue from new store additions.
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Also note that SG&A for this quarter includes stock-based comp that was not part of our structure in
2016.
More specifically, the increase was mainly due to higher store staffing expenses, as you
would expect resulting from the significant year-over-year expansion of the retail network, as well as
higher head office staffing levels and additional headcount to support the execution of the growth
strategy. For comparative purposes, at the end of Q2 2017 we had 223 staff complement compared
to 137 at the end of Q2 last year.
We also incurred, as I mentioned, nonrecurring public company costs in Q2 totalling about
just under $0.8 million—which were obviously not present in Q2 2016.
Net loss for the second quarter of 2017 was $16.4 million compared to a net loss of $0.2
million in the prior. As I noted at the outset, though, a significant portion of that loss, roughly $14
million, was driven from very specific IFRS accounting rules.
In short, the form and consideration underpinning Gibraltar’s acquisition of LXR required us
to use accounting guidance very similar to an RTO, reverse takeover. This in-turn required that the
difference between the fair value of the shares deemed to have been issued by LXR to effect the
acquisition over the fair value of Gibraltar’s identifiable net assets at the time be recorded directly
through the P&L all at once in the Q2 period.
As mentioned, we also incurred nonrecurring expenses of approximately $800,000
associated with the acquisition.
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So adjusting for these costs, as well as debt extinguishment and stock-based comp, net loss
was 0.9 million compared with an adjusted net loss of 0.5 million the same period last year. The
increase was mainly the result of lower gross profit margins, as discussed, with a bit of higher SG&A
expenses as well to support the recent and future growth of the retail network.
Adjusted EBITDA was a loss of 0.6 million compared with a loss of 0.2 million for the Q2 of
last year.
And then moving over to the balance sheet. As at June 30, 2017, we had cash of $6.3 million.
During the second quarter, we entered into a new credit agreement which gives the Company
significantly more capacity to fund inventory growth to support the growth plan.
The new facility, which is with a Canadian chartered bank, gives us access to up to $25
million, subject of course to standard industry borrowing base calculations. This is approximately 3
times the capacity of our previous facility, and no amounts have been drawn on the credit facility as
of quarter-end.
So aside of this credit facility, we are essentially—we essentially had no corporate debt, and
in short, we feel we’re really well-capitalized to execute on the growth initiatives in front of us.
So I’m now going to turn the call back to Fred for a few closing remarks.
Fred…
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Fred Mannella
Thanks, Jeremy. Vintage luxury is a fast-growing category, as you all well know, underpinned
by strength of the massive luxury goods market, and firmly on trend with the growing circular and
reuse economies.
In today’s challenging retail environment, our proven store-within-a-store model offers our
retail partners a high productivity that generates revenue per square foot that is multiples of the store
average, and addresses a market gap by providing access to luxury brands that would not otherwise
be available.
The value proposition is being proven out week after week and month after month as we
expand our relationships with our existing partners and we sign up new ones.
As I mentioned earlier, in our retail store business we remain on track to meet our target of
122 stores by year-end, and we plan to add another 80-plus stores in 2018 to get to more than 200
stores.
With a capital-efficient model and payback period of less than a year, we are well-capitalized
to execute our organic growth plans through the end of next year.
Our e-Commerce business represents a tremendous untapped opportunity for our
company, we are making steady progress on our plan here, and our hard work is showing up in our
financial results.
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We have aggressive plans and growth targets, but I want to be clear that we are not about
top-line growth at the expense of profitability. We will continue to be disciplined in our approach with
a constant focus on managing adjusted EBITDA.
To conclude, the first half of 2017 unfolded on plan. We enter the second half of 2017 with
a strong wind at our backs, and look forward to reporting on our continued progress and growth going
forward.
We’d now be happy to take your questions.
Operator?

Q&A
Operator
At this time, if you would like to ask a question, please press *, then the number 1 on your
telephone keypad. Again, that is *, 1 on your telephone keypad.
Your first question comes from the line of Derek Dley with Canaccord Genuity. Your line is
now open.
Derek Dley — Canaccord Genuity
Yeah. Hi, guys. Just a few questions here. One, just on the new stores that you guys have
rolled out, can you just talk about—let’s say the new stores within the last six months—can you just
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talk about the productivity of these newer stores versus some of the older ones? Is it comparable?
Have you seen an increase? What are the trends there?
Fred Mannella
Hi, Derek. It’s Fred here. Thank you so much for your question. The trend is on par with what
we had originally said in the prospectus. So stores are performing at over $2,200 a square foot with
about the same size of 250 square foot per store.
Derek Dley
Okay. Great. And on your new store opening guidance for the remainder of the year to get
to 122, is that solely with existing retail partners obviously split between, I would imagine, the US and
Europe? And can you give us an update on any of your discussions with potential new retail partners?
Fred Mannella
Yeah. For sure. So absolutely we are rolling out some stores with current store partners. But
we also have new partners that will roll out; we’re going to have a very heavy and a busy September
and the back end of the year, so Q4 is going to be extremely busy as well.
And so just to give you a sense, we are going to be rolling out with four new partners in—
starting from September all the way into Q4. These retailers are mainly off-price discount stores
located in the US.
Derek Dley
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Okay. Great. On your e-Commerce business we saw nice growth year over year at about 6.3
percent penetration now. Where do you guys envision that ending by the end of 2017?
Fred Mannella
That’s a great question, and it’s an exciting part because we’ve seen tremendous traction.
The fact that the stores now have a bigger footprint in different cities in different areas of the country,
we’re really seeing a big impact on our online sales. And this is all organic traffic. So we’re not
spending too much dollars on getting this traffic to shop online, so it’s a great, great thing for us.
We’re very happy about those results.
And so we think that this will continue growing. It’s going to be, as we had set out in the
prospectus, it will be anywhere between 7 to 9 percent of the total business by year-end.
Derek Dley
Okay. And is that business at that 7 to 9 percent penetration level, is it—are the margins
similar to the brick-and-mortar store? Or do you start to see some accretion at that level of
penetration?
Fred Mannella
We see better margins online. So the margins are slightly better online than they are in
stores just because of the product mix that is being sold, and the fact that it’s—we’re not being more
heavily promotional on the web than we are in stores. It’s really an omni-channel strategy. And in
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that sense, the promotional activities are the same as they are in stores and online. However, the
product mix online is different so that we see a lift in gross margins.
Derek Dley
Okay. Great.
Fred Mannella
It’s not a substantial lift, by the way. It’s just … it is just slightly better.
Derek Dley
Okay. But it is margin accretive going forward?
Fred Mannella
Yes.
Derek Dley
Good. In terms of the—I don’t want to—I’m not sure how to phrase this, just the ancillary
product sales, i.e. sales outside of women’s handbags, any update on there? Have you guys started
to sell things like men’s watches and some other products?
Fred Mannella
Right. So great question, and an exciting thing that we’ll … I guess we’ll soon be rolling out
is a specialized men and men watch and jewelry store in our store in downtown New York. So we’re
going to be adding close to about 100 watches and a little bit over 100 pieces of jewelry that will be
mainly focused on men in that store.

"Though CNW Group has used commercially reasonable efforts to produce this transcript, it does not represent or warrant that this transcript
is error-free. CNW Group will not be responsible for any direct, indirect, incidental, special, consequential, loss of profits or other damages or
liabilities which may arise out of or result from any use made of this transcript or any error contained therein."
« Bien que CNW Telbec ait fait tous les efforts possibles pour produire cet audioscript, la société ne peut affirmer ou garantir qu’il ne
contient aucune erreur. CNW Telbec ne peut être tenue responsable de pertes ou profits, responsabilités ou dommages causés par ou
découlant directement, indirectement, accidentellement ou corrélativement à l’utilisation de ce texte ou toute erreur qu’il contiendrait. »

16

FINAL TRANSCRIPT
August 15, 2017 — 8:30 a.m. E.T.
LXRandCo, Inc. Second Quarter 2017 Financial Results Conference
Call

Our downtown New York store has a great men’s business, so it’s a great way for us to test
this. So we’re going to test this. We’re going to gather data. We’re going to be careful about how we
roll this out, and not to do this too quickly because, of course, this is a different product line for us.
We feel very confident with the supply that we’re getting and the price that we’re paying
and the price that we’re offering for sale. But we will be taking sort of a test approach to this with
rolling out one test store in the downtown New York store. And then based on those results, which
we’re going to know very quickly, based on those results then we’re going to see if this something
that we can’t roll out in a more significant way in the next couple quarters.
Derek Dley
Okay. And then just one more for me and I can pass the line. And I may have missed this—I
think you did say this in your commentary—but could you just give us a sense of what the organic
traffic increase was in the brick-and-mortar aside from e-Commerce? Like basically on a how were
your stores performing on a same-store sales basis? And I know it’s a smaller sample size when you
look at it that way, but do you have any colour there?
Fred Mannella
Yeah. I mean I think the stores are performing really good, and as I sort of mentioned or
alluded to the fact that it is performing as per the prospectus of over $2,200 a square foot. And we’re
very happy with our performance.
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So as long as we stay with that number and we continue providing that type of performance
per square foot, the stores will continue to grow.
Derek Dley
Okay. Great. Thank you very much.
Fred Mannella
Thanks, Derek.
Cam di Prata
Thanks, Derek.
Operator
Again, if you’d like to ask a question, please press *, then the number 1 on your telephone
keypad.
And we have no further questions at this time. I’ll turn the call over to Fred Mannella for
closing remarks.
Fred Mannella
Well, thank you once again, everybody, for joining us today, and we absolutely look forward
to speaking with you again at the time of our next call.
Thank you.
Cam di Prata
Thanks, Krista.
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Operator
And this concludes today’s conference call. You may now disconnect.
*****
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