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apl
Enriching life
as the most
inspirational
choice for health,

beauty and
wellbeing.

2018 Annual Report

The Directors present their report fogether
with the financial report of Australian
Pharmaceutical Industries Limited

(the Company or APIl) and its controlled
entifies (the Group) for the financial

year ended 31 August 2018 and the
auditor’s report.

Glossary

Below is a glossary of abbreviations
used in the Financial Report including
the Directors’ Report and the
Remuneratfion Report.

Abbreviation Definition

CAGR Compound annual
growth rate

CEO Chief Executive Officer
CsC Clear Skincare business

EBITDA Earnings before interest,
tax, depreciation and
amortisation

EBIT Earnings before interest
and fax

EPS Earnings per share

FY18 Financial year ended
31 August 2018

KMP Key management
personnel

LTIFR Lost time injury
frequency rate

LTIP Long term incentive plan

MTIFR Medical treatment injury
frequency rate

NPAT Net profit after tax

PBS Pharmaceutical Benefits
Scheme

ROE Return on equity
ROIC Return on invested capital
STIP Short term incentive plan

TRIFR Total recordable injury
frequency rate

TSR Total shareholder return

Underlying Total operating expenses,
cost of doing  excluding cost of sales,
business depreciation, amortisation
(CODB) and excluding one-off
charges, as a percentage
of total revenues for
the year.

All currencies are expressed in Australian
Dollars, unless stated otherwise.
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MESSAGE FROM THE CHAIRMAN AND CEO

2018 was a transformative year for API, with our strategy to diversify earnings
info new growth vehicles across our business showing solid progress.

API's assets are well positioned fo
leverage the strong position we
have established in healthcare
and retailing capability fo provide
sustained, longer term benefits to
shareholders.

Priceline Pharmacy is continuing

to improve its customer offer to

be Australia’s favourite health

and beauty retailer. The retail
environment has its challenges and
the brand managed this capably
with an increased number of
stores, growth in overall network
sales, growth in basket size and

the largest health and beauty
loyalty program in Australia. With a
heritage in having the most famous
mass-market beauty brands, we
are evolving our offering to have
more exclusive brands to maintain
Priceline Pharmacy'’s strong

market position.

A key part of the transformation
was the purchase of Clear Skincare
clinics for $127.4 million, to be paid
in instalments over three years, until
APl owns 100% of the business in
September 2021. The acquisition

is an excellent fit with our existing
skills in retail and healthcare and
enables APl to further develop a
well-established business in the
expanding skin and laser tfreatment
services and ownership of a
complementary skincare products
business. More importantly, we
know the customers who use these
services, overlap with our Priceline
Pharmacy customers, allowing us
to leverage our expertise in both
retail formats.

The Pharmacy Distribution
business contfinues to perform fo
expectations, notwithstanding
ongoing PBS challenges and price
deflation among some products.
Pharmaceutical Benefits Scheme
(PBS) price changes during the
year had a material impact on the
business, most of which was offset
by our underlying sales growth.

Critical to our ongoing success

is our determination to look after
independent pharmacists and
invest in our brands and pharmacy
services.

We have had a particularly
pleasing performance in our
Consumer Brands business with
strong revenue and earnings
growth. This business has been
re-engineered over the last 18
months and now has a pipeline
of products and contracts which
provides us with confidence for
ongoing success.

OPERATIONAL PERFORMANCE
In regards to our operational
performance, we recorded slight
growth in underlying net profit after
tax on the prior year. The business
was most affected by the changes
to the PBS that reduced gross profit
by more than $10 million, although
management was able to offset
most of this through improved sales
and cost reductions.
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MESSAGE FROM THE CHAIRMAN AND CEO

CONTINUED

Financial Highlights

— Underlying net profit after
tax (NPAT) of $54.7 million, up
0.9 per cent on the underlying
NPAT for the prior year.

— Underlying earnings before
intferest and tax (EBIT) of
$90.5 million, a decrease of
1.5 per cent on the prior year.

— Underlying return on equity rose
51 basis points to 10.29 per cent.

— Underlying return on capital
employed was 35 basis points
lower at 16.54 per cent.

— Priceline Pharmacy total
network sales grew 2.1 per
cent to $2.1 billion.

— Pharmacy Distribution
achieved underlying sales
growth of 6.4 per cent.

— Dividends paid to shareholders
were up 14.3 per cent for the
year to 7.5 cents per share.

— The Priceline Pharmacy network
finished the year at 475 stores,
up by a net 13 stores from
12 months earlier.

We ended the financial year with
a further reduction in reported net
debt of $55.9 million and lower
financing costs. Excluding costs for
the acquisition of Clear Skincare
clinics, we would have been net
cash positive at $5.8 million which
was in line with our expectations.

Once again, successful balance
sheet management was largely
achieved through improvements
in working capital, with the cash
conversion cycle improved by a
further 1.7 days. Underlying return
on equity was up 51 basis points
fo 10.29 per cent.

The underlying cost of doing
business as a percentage of
revenue — excluding depreciation
and the impact of Hepatitis C
medicines — declined marginally
to 10.3 per cent. Free cash
generated was $16.4 million, which
was a pleasing result given the
acquisition costs associated with
Clear Skincare clinics, restructuring
costs and the impact of Hepatitis C
on working capital.

API| paid total dividends of 7.5
cents per share. The dividend
payout ratio increased again to
77 per cent, reflecting your Board’s
confidence in the underlying
financial strength of the business.

Last year, we reported reductions
in both the Total Recordable Injury
Frequency Rate as well as Lost
Time Injury Frequency Rate which
maintains our commitment fo all

staff working in a safe environment.

Healthcare and retail outlook
The changes in Government
funding are a pivotal part of

our Pharmacy Distribution’s

future performance.

The Federal Department of
Health is expected to report soon
on its review of the Community
Service Obligation (CSO). We
have held in-depth discussions
with the Department of Health
and Minister and believe the
value to the community of the
CSO system is well understood
by the Government. We hope
the principles that underpin the
National Medicines Policy will be
endorsed by the review process
and that, as a consequence, all
players in the national wholesale
distribution market will now be

tfreated equally and operate under

the same rules.

In the retail market we believe that
conditions will remain fough and
that consumers will be cautious
in their spending habits. We have
experienced these conditions
during the past two years, and
our business is geared fo this

environment and we have trimmed

our operating cost base to meet
this challenge.
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GROWTH OPPORTUNITIES
Priceline Pharmacy remains a
focus to generate growth for

API. During 2018 we were able to
manage the mix of promotional
sales and stock availability to
deliver margin growth and this will
remain important throughout 2019.
The company also plans a major
upgrade to our Sister Club loyalty
program, complemented by an
inventory management system
investment to facilitate the trial of
a ‘click and collect’ solution during
the latter half of the financial year.
The ‘click and collect’ option will
enable customers fo purchase
products from our online store and
pick up from their most convenient
physical store location from within
our extensive network. We will also
continue our investment in more
exclusive promotions to ensure

our loyalty program remains one
of the most valued and generous
in Australia.

Our Consumer Brands business

in New Zealand is also seeing
significant growth. The company
expects to broaden its portfolio
of high quality, low cost products
through a mix of manufacturing
ourselves and improving our
network of off-shore suppliers.

The addition of Clear Skincare
clinics gives us access to a
complementary service and
product sector, with accelerated
growth potential. It is a leading
provider of non-invasive services
such as cosmetic injectables laser
hair removal, skin treatments, with
a focus on treating acne, and an
exclusive skincare product range.
Importantly, it is not subject to the
pressures of Government funding
and there remain many untapped
markets in Australia.

We are already beginning to

reap the benefits of Priceline
Pharmacy and Clear Skincare
clinics common customer base, via
exclusive offers to our Sister Club
members.

Clear Skincare currently has 42
clinics in Australia and two in New
Zealand. In the medium term, we
see significant opportunities to
grow its network and increase its
market penetration, in particular
by applying our existing customer
relationship capabilities.

The company has retained a strong
financial position throughout the
transformation that took place

in the last 12 months and we will
use that strength to continue to
evaluate other potential adjacent
or bolt on acquisitions for growth
where they make sense with the
long term strategy of API.

Our community

We take our role within the
community as an integral part of
our operations. With a significant
part of our operationsin the
healthcare sector we have a
direct impact on the health

and wellbeing of the broader
Australion community — a role we
take seriously and that we fulfil to
the best of our ability. For the first
time this year's annual report also
contains a sustainability report
(on page 14) and we will continue
to measure ourselves on our
performance in future years.

It is worthwhile calling out one

of the most significant ways

in which we contribute to

the community. The Priceline
Sisterhood Foundation had a stellar
year, raising more than $1 million

in the month of June alone, via

the ‘Misterhood for Sisterhood’

campaign, led by cricket legend
Merv Hughes. He was very

ably assisted by our dedicated
Priceline sisters: Ita Buttrose, Ada
Nicodemou, Samantha Harris
and Ellyse Perry. In total, since

its formation seven years ago,
the Foundation has raised more
than $4.8 million. This year's
charity partners were Dementia
Australia, Look Good Feel Better,
The Children First Foundation,
Perinatal Anxiety and Depression
Australia and Raise. On behalf of
the Board, a huge thank you fo
our Ambassadors, API staff and,
most importantly, our Priceline
Pharmacy franchisees and
customers for achieving such

a wonderful outcome.

Also, on behalf of all API
Directors, we once again offer
our congratulations and thanks
to all our people for their hard
work and success in delivering
another solid result in such a
tough operating environment.

Mok st

Mark Smith
Chairman

Richard C Vincent

Managing Director
and Chief Executive Officer
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HELP US HELP WOMEN

MORE THAN

4,800,000

RAISED SO FAR

The Priceline Sisterhood was initially formed in 2011 with its purpose being
fo give back to the community and, specifically, fo provide support fo
women and their families.

Charity Partners were selected that covered a range of causes that were close
to the hearts of women; coming from the results of a national survey that had more
than 25,000 female respondents.

In 2014 the Priceline Sisternood Foundation Limited was established to allow for tax
deductible donations. The Foundation has an independent Board of Directors and the
patron of the Foundation is Ita Buttrose. More than $4.8 million has been raised since
inception and all funds raised go directly to our Charity Partners.

The Priceline Sisterhood Foundation today
The Foundation has a desire o help more Australian women and their families by
supporting those who are affected by conditions such as cancer and mental
health. The Foundation also aims to increase awareness of the work the
charities are undertaking as this can lead to greater understanding,
better freatment, and, in some cases, prevention.

In reality there is only one degree of separation for many
Australians who know people affected by these condifions
and the Foundation is working to support all those
affected, either directly or indirectly.

&
0y, " @q
“au/chart™
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More information about the Priceline Sisterhood Foundation
can be found at https://www.priceline.com.au/sisterhood
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The Charity Partners help thousands of Australians every day. This is what the causes are about and a snapshot

of who they help:

Dementia Australia

Alzheimer’s Australia has
rebranded to Dementia Australia.
The change represents a shift in
focus from Alzheimer’s, the most
common form of dementia, fo now
include all 100+ types of dementia
that exist in Australia. Dementia
Australia’s main challenge

will be to raise awareness and
understanding of dementia

while the condition continues to
grow in prevalence nationally. By
unifying all forms of dementia, the
organisation can deliver consistent
support services, strengthen

their capacity for advocacy and
enhance their ability fo raise
awareness, fundraise and facilitate
research and education intfo the
prevention, delay and cure of
dementia.

Children First Foundation

The Children First Foundation was
established in 1999 to provide
seriously injured or unwell children
from developing countries with
the opportunity to have lifesaving/
changing surgery. Our fwo
programs support the belief that
excellent medical care is a basic
right of every child regardless of
where they are born:

- Miracle sMiles brings children
from developing countries to
Australia for profoundly life-
changing, or life-saving surgery
that is not available in their
country of birth

— Between the Gaps supports
Australian families with disabled
or chronically ill children by
providing the ‘gap’ funding
for equipment and services
that are only partially funded
by government and other
support agencies.

Our charity partners are:

children

foundation

THE YOUTH
MENTORING
FOUNDATION

4% dementia
'4’ australia”

Raise

The Raise Foundation is creating
thriving communities across
Australia by empowering young
people to become resilient,
capable and connected. They
provide youth mentoring programs
and personal development
workshops for vulnerable young
Australians facing profound
challenges in their lives. This
includes mental health issues,

teen pregnancy/young parent
families, sexual health issues or
challenging home environments.
Raise provides mentoring
programs to support the 1in 10
young adults in Australia who are
vulnerable and disengaging from
education, employment and social
connections.

Look Good... Feel Better

Look Good... Feel Better (LGFB) is
a free community service program
dedicated to helping Australians
living with cancer cope with the
side effects of chemotherapy.

By addressing hair loss and skin
changes through the use of skin
care, make-up, hats, turbans and
wigs, they help to restore patients’
appearance and self-image.

In Australia, more than 118,000
people have participated in
the program, which now offers
approximately 1,000 workshops
nationwide in more than

180 venues.
iy,
‘-
2, &
(f W&
" look good
PANDA feel better
Perinatal Anxiety & .
Depression Australia FAGING GANGER WITH GONFIDENGE

Today, the program is managed by
a small team of staff and together
with the support of 1,500 trained
and certified cosmetic, beauty
and hairdressing professionals

who volunteer their fime and
expertise to help deliver workshops
across Australia.

Perinatal Anxiety &
Depression Australia
Perinatal Anxiety and Depression
Australia (PANDA) is committed
to a community where post
and antenatal mood disorders
are recognised and the
impact on women and their
families is minimised through
acknowledgement, support
and education.

- Uptolin10women & 1in 20
men struggle with anfenatal
depression
More than 1in 7 new mums
and up fo 1in 10 new dads
experience postnatal
depression each yearin
Australia

- Anxiety is thought fo be just as
common and many parents
experience anxiety and
depression af the same time.

Further information on the charity
partners and the services they
provide is available from:
— Dementia Australia
https://dementia.org.au
—  Children First Foundation
http://childrenfirstfoundation.org.au
— Look Good Feel Better Foundation
http://Igfb.org.au
Perinatal Anxiety and Depression
Australia http://www.panda.org.au
— Raise http://raise.org.au
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DIRECTORS’ REPORT

BOARD OF DIRECTORS

DIRECTORS

The Directors of the Company during the financial year and up to the date of this report are:

MR MARK SMITH

Dip Business (Marketing),
FAICD, FIML, FAMI, CPM

Independent Non-executive
Director appointed on
6 September 2017

Chairman of the Board
appointed on 24 January
2018

Member (interim) Audit
and Risk Committee
from 6 September 2017
to 9 November 2017

Mr Smith was previously
the Chair of Patties Foods
Limited for three years and
a Non-executive Director
of Toll Holdings Limited for
eight years.

Mr Smith has extensive senior
management experience

in the fast moving consumer
goods industry globally and
was Managing Director of
Cadbury Confectionery
ANZ from 2001, Managing
Director of Cadbury
Schweppes Australia and
New Zealand from 2003 to
2007, and a member of the
Cadbury Schweppes Asia
Pacific Regional Board.

He also has a strong
commitment to
not-for-profit organisations
as Chair of Enactus Australia
and Chair of the Humour
Foundation Ltd.

Other current listed
company directorships:

— GUD Holdings Limited
(Non-executive Chairman)

MR ROBERT D. MILLNER
FAICD

Non-executive Director
appointed on 5 May 2000

Member — Remuneration
Committee appointed
on 2 October 2007

Member — Nomination

Committee appointed
on 15 August 2012

Mr Miliner has extensive

management and public

company experience across

a number of industries.

Other current listed

company directorships:

— Brickworks Limited

— BKl Investment Company
Limited

— Milton Corporation
Limited

— New Hope Corporation
Limited

- TPG Telecom Ltd

— Washington H Soul
Pattinson and
Company Limited

MS LEE AUSBURN

M.Pharm, B.Pharm, Dip.Hosp.
Pharm, FAICD

Independent Non-executive
Director appointed on
7 October 2008

Member — Audit and Risk
Committee appointed on
7 October 2008

Chair— Nomination
Committee appointed on
8 April 2015 and member
since 15 August 2012

Ms Ausburn is a pharmacist
with experience in retail
and hospital pharmacy
and in academia. She
had a long careerin the
pharmaceutical industry
with Merck Sharp and
Dohme (Australia) Pty
Ltd and was previously
Vice President, Asia, for
Merck and Co Inc with
responsibility for the
company'’s operations
across Asia.

Ms Ausburn was President,
Pharmacy Faculty
Foundation, University of
Sydney until December 2017.
Other current listed
company directorships:

— nib holdings limited

— Somnomed Limited

MR GERARD J. MASTERS

Independent Non-executive
Director appointed on
7 September 2010

Member - Nomination
Committee appointed
on 15 August 2012

Chairman — Remuneration
Committee appointed
on 30 January 2014

Member (interim) — Audit
and Risk Committee
from 1 March 2017 to

6 September 2017

Mr Masters has extensive
experience in retailing. Until
his resignation in early 2006,
he spent more than 33 years
with the Coles Myer Group.
This included a 10 year
period as Managing Director
of Bi Lo, Coles and then the
total Supermarkets Group
which was Coles Myer's
largest and most profitable
business. His most recent
role, until his resignation in
2009, was as the Managing
Director and Chief Executive
Officer of The Reject Shop
Limited.
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MR KENNETH W.
GUNDERSON-BRIGGS

B. Bus, FCA, MAICD, FIML

Senior Independent
Non- executive

Director appointed on

2 September 2015 and
Director since 6 May 2014

Chairman — Audit and Risk
Committee appointed

on 25 January 2017 and
member since 6 May 2014

Member — Remuneration
Committee appointed
on 8 April 2015

Mr Gunderson-Briggs is

a chartered accountant,
registered company auditor
and public company
Director, with broad
experience in finance and
the retail franchise sectors.

Mr Gunderson-Briggs
finished his tfenure as
Chairman of Glenaeon
Rudolf Steiner School Limited
in May 2018, having been

a Director since 2009 and
Chair since 2013.

Other current listed
company directorships:

— Harvey Norman Holdings
Limited

MS JENNIFER MACDONALD
B.Com, ACA, MEI, GAICD

Independent Non-executive
Director appointed on
9 November 2017

Member — Audit and Risk
Committee appointed
on 9 November 2017

Ms Macdonald is a
chartered accountant

with a strong background

in financial and general
management roles across
arange of industry sectors
including fast moving
consumer goods, fravel and
digital media.

Ms Macdonald has
previously held the roles

of Chief Financial Officer
and Interim Chief Executive
Officer at Helloworld Travel
and Chief Financial Officer
and General Manager
International at REA Group,
as well as various company
directorships.

Other current listed
company directorships:

Redbubble Limited
Redflow Limited
Bapcor Limited

Al | il
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MR RICHARD C. VINCENT
B.Bus, (Accountancy), CPA

Executive Director

Managing Director
and Chief Executive
Officer appointed
on 15 February 2017

Mr Vincent started his
professional career in
finance with Bridgestone
before moving fo Britax
Rainsfords where he

was CFO. He joined FH
Faulding & Co Limited

in 1998 and remained
with that company until
2005, during which time
he held a number of
senior leadership roles,
including responsibility for
the pharmacy distribution,
refail merchandise and
generic pharmaceutical
development.

Mr Vincent joined APl in
2005 where he has held

a number of General
Management roles that
have included pharmacy
business development,
strategy, supply chain,
franchise recruitment, IT,
manufacturing and mergers
and acquisition.

Mr Vincent is the Deputy
Chairman of the National
Pharmaceutical Services
Association and was also
a Director of CH2 Holdings
Pty Ltd from 2006 to 2015.



Opl Australian Pharmaceutical Industries Limited Annual Report 2018

DIRECTORS’ REPORT
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Director Appointment date and Committee memberships Profile

Retired Directors

Mr Peter R Robinson Non-executive Director appointed on Mr Robinson ceased to be a Director and
B.Com, FAICD 5 May 2000 Chairman on 24 January 2018.
Chairman of the Board appointed on
8 July 2003
COMPANY SECRETARY

Mr Peter Sanguinetti has been Company Secretary and General Counsel since November 2007. Mr Sanguinetti
BJuris, LLB, GAICD has extensive experience and was previously Company Secretary and General Counsel of Kodak
(Australasia) Pty Ltd for 9 years, responsible for legal and company secretarial activities for the Kodak group across
Asia. Mr Sanguinetti was also a Non-executive Director of HPAL Limited (formerly listed on the ASX) from January 2005
to November 2007.

Ms Kylie Barrie is Deputy General Counsel and Joint Company Secretary. Ms Barrie, LLB (Hons), AAICD is a qualified
lawyer and supports the Company Secretary.

DIRECTORS’ MEETINGS

The number of Board and Board Committee meetings held and attended by each of the directors during the financial
year are listed below.

Board Audit and Risk Remuneration Nomination
Director Held® Attended Held® Attended Held® Attended Held® Attended
Mr Mark Smith 17 17 4 1) - - - -
Mr Robert D. Millner 17 15 - - 3 3 1 1
Ms Lee Ausburn 17 16 4 4 - - 1 1
Mr Gerard J. Masters 17 17 - - 3 3 1 1
Mr Kenneth W
Gunderson-Briggs 17 17 4 4 3 3 - -
Ms Jennifer
Macdonald 14 14 3 3 - - - -
Mr Richard C.
Vincentti 17 17 - - - - - -
Retired Directors
Mr Peter R.
Robinson( 6 6 - - - - - -

(i)  Number of meetings held during the time the Director was a member of the Board or Committee. Directors who are not members of Board
Committees are invited and aftend Committee meetings from time fo time. The above table shows meeting attendance of Directors who were
members of the relevant Committee(s).

(i)  The Chairman and the Managing Director and CEO attended all Committee meetings by invitation.
(iii

(iv) Ceased to be a Director and Chairman on 24 January 2018.

Attended meeting as a member prior to being appointed as Chairman.
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CONTINUED

OPERATING AND FINANCIAL REVIEW

As required by Section 299A(1) of the Corporations Act, and in accordance with ASIC Regulatory Guide 247 Effective
Disclosure in an Operating and Financial Review (RG247) issued in March 2013, the Directors present the Operating and
Financial Review (OFR) of the Company as follows.

PRINCIPAL ACTIVITIES

The principal activities of the Group were the wholesale distribution of pharmaceutical goods to pharmacies, and
retail of health and beauty products to consumers through a network of Priceline and Priceline Pharmacy franchise
stores and company owned Priceline stores in Australia. The Group also manufactures in New Zealand and distributes
pharmaceutical and toiletry goods to the New Zealand, Australian and Asian markets. There have been no significant
changes in the nature of the principal activities during the year, other than the acquisition of the Clear Skincare
businesses on 31 July 2018. The Clear Skincare businesses operate predominately in the Australian market with some
operations in New Zealand.

FINANCIAL PERFORMANCE

FINANCIAL HIGHLIGHTS VERSUS PRIOR YEAR

UNDERLYING REVENUE IMPROVED IMPROVED IMPROVED
NPAT EXCLUDING WORKING UNDERLYING REPORTED
TO $54.7 HEPATITIS C CAPITAL COST OF DOING DIVIDEND
MILLION MEDICINE EFFICIENCY BUSINESS DOWN PAYOUT RATIO
TO 10.3% T0 76.9%
COMPANY GROWTH

APl CONSECUTIVE UNDERLYING NPAT GROWTH

m 2015 = 2016 = 2017 = 2018

Underlying NPAT

Clear SKiNCare .uri sasiwa, casin 2 acwe cromics

ACQUISITION OF CLEAR SKINCARE CLINICS
AND PRODUCTS BUSINESS

A$M

Underlying NPAT CAGR of 7.9% from FY15 to FY18
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DIRECTORS’ REPORT

CONTINUED

GROUP PERFORMANCE

Consolidated $'000 FY2018 FY2017 Chqnge (%)
Revenue* 3,753,884 3,633,427 3.3%
Gross Profit* 495,482 492,279 0.6%
Operating Expenses 423,203 410,312 3.1%
Reported EBITDA 110,573 117,900 (6.2%)
Underlying EBITDA 118,878 120,534 (1.4%)
Reported NPAT 48,202 52,371 (8.0%)
Underlying NPAT (attributable to API) 54,669 54,215 0.8%
Underlying NPAT (excluding Clear Skincare) 54,540 54,215 0.6%

* Revenue and Gross profit reported on an ex Hepatitis C Medicine basis

REVENUE GROWTH (ASM EXCLUDING HEPATITIS C MEDICINE)

The Group's revenue excluding Hepatitis C
Medicinel’ was $3.75 billion representing a 3.3%
increase on prior year. Growth was primarily
driven through continued development of the
API's Pharmacy Distribution business. Pharmacy
Distribution grew to $2.7 billion (excluding Hepatitis
C Medicine) up 4.7% on the prior year. Priceline
and Priceline Pharmacy recorded register sales
(including dispensary) growth of 2.1% on prior year.
Priceline and Priceline Pharmacy network grew to
475 stores, adding 13 new stores during the year.

2014 2015 2016 2017 2018

(i) Hepatitis C medicine sales have varied materially between the 2017 and 2018 reporting periods due to the specific nature of the
Government treatment program for patients which sees the disease successfully freated and demand decrease. Excluding the medicine
class from reporting is relevant due to its very high cost and inconsequential profit contribution.

UNDERLYING COST OF DOING BUSINESS (EXCLUDING
HEPATITIS C MEDICINE)(@®

The Group'’s Underlying Cost of Doing Business (CODB)
has consistently reduced throughout the past 4 years.
In FY18 there was renewed focus in building a strong
operating platform for future growth.

2014 2015 2016 2017 2018

(i) Depreciation excluded

10
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Priceline and Priceline Pharmacy

Priceline and Priceline Pharmacy recorded register

sales (including dispensary) growth of 2.1% to $2.1 billion.
With the challenging retail landscape experienced
throughout the year this result was in line with
expectations, and reflects our strong consumer offer and
Priceline brand loyalty. It should be noted that ‘register’
sales made by franchisees do not form part of the
financial results of the Group.

Strong brand proposition continues to create demand for
new stores from potential pharmacist franchise partners
driving new store openings and contributing to the
register sales growth. The Priceline Pharmacy network
finished at 475, up from 462 at 31 August 2017. Consumer
engagement has always been a strong focus of the
brand and remains a key driver of loyalty for the brand
and continues to grow. The Sister Club loyalty program
remains the leading Australian health and beauty
membership program.

Pharmacy Distribution

Pharmacy Distribution sales were consistent with prior
year at $2.9 billion. Excluding Hepatitis C Medicine,
overall reported sales growth was 4.7%. Adding back
Pharmaceutical Benefits Scheme (PBS) reforms, the
underlying sales growth was 6.4%. The business grew
independent accounts as well as a number of large
pharmacy groups, demonstrating that pharmacists
preference APl due to the tailored programs to suit
the individual business needs of the pharmacists.

New Zealand

The New Zealand manufacturing segment recorded

an increase in profit to $2.8 million. Continued focus on
profitable market segments, has resulted in the winning
of new confracts to support the growth of the healthcare
range in Australia and New Zealand as well as the
Personal care product range in other export markets.

Clear Skincare

APl completed the first stage of the Clear Skincare
(CSC) acquisition in July 2018. API paid $61.6 million
and received 50.2% of the Clear Skincare clinics and
100% of the Clear Skincare Products business. The
acquisition was funded through new medium term
debt facilities of $65 million.

The Clear Skincare acquisition positions APl as a
leading Health and Wellbeing company in Australia.
Clear Skincare as leading provider of non-invasive
aesthetic services is differentiated by its focus on
skincare treatments with all procedures reviewed by
medical doctors. The beauty services industry remains
largely fragmented with no brand having a decisive
market share. With consumer adoption rates increasing,
combined with API's proven network expansion
capability, the Clear Skincare acquisition provides

a strong platform for growth.

FINANCIAL POSITION

The Company reported a net debt position of

$55.9 million. After excluding net debt relating to

the acquisition of CSC ($61.7m), APl delivered a net
cash surplus of $5.8 million. The Company is currently
operating comfortably within the Group's facility limits
and associated banking covenants.

The capital expenditure for the year was $25.7 million
and cash generated from operations was $98.7 million.

In line with the solid operational performance the
Company has declared a fully franked final dividend
of 4.0 cents per share, bringing the full year dividend
to 7.5 cents per share fully franked, anincrease of 7.1%
on the prior year dividend of 7.0 cents.

BUSINESS STRATEGIES AND PROSPECTS

FOR FUTURE FINANCIAL YEARS

APl remains focused on leveraging its organisational,
strategic and physical assets across Australia and New
Zealand to drive continued value accretion for its
shareholders. To ensure that API's business strategies
remain relevant and market leading, the Company’s
Board performs an annual review of the short and long
term strategies to deal with the economic challenges
faced by the Company.
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The Board reviews and approves the Company'’s strategic goals and supporting initiatives across all business units

and functions.

The overall business strategies relevant to the Company’s future financial position and performance are set out below.

BUILDING FINANCIAL STRENGTH
6. CREATING VALUE FOR OUR SHAREHOLDERS

DELIGHTING OUR CUSTOMERS
5. OUR HIGHLY VALUED CUSTOMER EXPERIENCE

WHAT WE DO
4. UNCOMPROMISING EXECUTION EXCELLENCE
3. THE MOST COMPELLING OFFER FOR OUR PARTNERS

THE WAY WE WORK
2. VALUES DRIVEN, INSIGHT & INNOVATION ENABLED
1. A SAFER PLACE TO WORK EVERYDAY

ENRICHING I A memostssrmarions )
LlFE HEALTH, BEAUTY
- AWELLBEING

We believe in

Respect Seek to understand. Value diversity

Initiative Be brave & make a difference

Unity Work with & for each other

Excellence Dare to be extraordinary

MATERIAL BUSINESS RISKS

By applying the strategic goals to the Company’s
business plans, there will be a continued emphasis on
capitalising on the strengths of the Company in the
health and beauty retail market and to optimise its strong
national community pharmacy wholesale distribution
business. This means the Company infends to:

— Consistently deliver a differentiated and personalised
experience for our customers, and continue fo
promote the Priceline Pharmacy Franchise proposition
to grow the store network;

— Priceline Pharmacy to continue to be a compelling
proposition for pharmacists who wish fo offset the
impact of PBS reform, leverage pharmacy expertise,
and drive further growth from integrated dispensary
and retail programs;

— Build loyalty and increase engagement of the Priceline
Sister Club loyalty program, and promote increased
customer engagement through all channels including
the Priceline website and social media;

— Optimise the size and value of the store network for
all brands;

— Deliver superior value and service o independent
pharmacy customers;

— Provide consistent, valued, and measurable service
improvement to all customers and suppliers;

— Optimise the value of our business portfolio through
investment, divestment, and acquisition;

— Be at the forefront of Health, Beauty and Wellbeing
industry frends, insights and innovation, and use
customer insight to drive connectivity of Beauty,
Health, and the Dispensary;

— Enrich the community by active support of our
Sisterhood Foundation;

— Enhance the employee value proposition, and
to create an environment to generate, prioritise
and execute innovation; and

— Increase lead indicator safety performance.

The Group's activities expose it to a number of economic and business risks. The Group's risk management framework
involves an annual review of the risk profile of the Group, by management and the Audit, Risk and Compliance team,
along with arefresh at half year which includes assessing the effectiveness of current controls in place to manage the

identified risks.

The results of these reviews are provided to the Audit and Risk Committee for its consideration and recommendation
to the Board. The most recent update in respect of risk profile and risk management plans was in July 2018. The risks are

then reviewed throughout the year.
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The risk management process is integrated with the strategic planning process and involves identifying the risk
universe and documenting those factors that contribute to the inherent risk environment. Inherent risk is determined by
combining likelihood and consequences assessments determined in the absence of any confrols within the business.

The following is a summary of the most material and significant risks facing the Group, and how the Group addresses

the risk factors.

Risk

How the risk is addressed by the Group

Structural reforms within the Australian Community
Pharmacy sector

This relates to the risk of continued Government
PBS reforms, changes in Government initiatives,
regulation and legislation.

The Group monitors the changes to PBS medicines and
responds, where appropriate, with a combination of
reduced discounts fo Pharmacy customers and operational
adjustments. The Group also closely monitors costs
associated with the Community Service Obligation (CSO).

Continued competitor threats

There is arisk that the Group is exposed to significant
existing or new competitors in the Australian pharmacy,
retail, healthy and beauty markets.

Continue fo leverage the differentiated market leading
Priceline offering including further personalisation of
offers to Sister Club members as well as offering new and
exclusive ranges. Continue to ensure we provide market
leading service to our customers.

Execution of Retail Pharmacy strategy with associated
growth of Priceline Pharmacy stores

There is arisk that the expansion of the Priceline
Pharmacy franchise network is unsuccessful or the
growth in the next five years is slower than planned.

Existing key business processes and responses to mitigate
this risk include the continuation of dedicated Retail
Pharmacy Business Development teams, and the inclusion
of landlords, banks and industry accountants in pharmacist
familiarisation and recruitment forums. Tracking measures to
monitor growth rates are reported to the Managing Director
and the Board on a monthly basis.

Merger & Acquisition Execution

There is arisk that integration of the Clear Skincare clinics
and Products businesses info the group is not successful
or the projected growth is not achieved.

Detailed plans have been established to address key

risks identified during the acquisition due diligence phase.
An integration team has been activated. A management
structure has been developed fo provide long-term
guidance and stability for this positive addition fo the

API Group.

Cyber security and IT systems failure

There is arisk that the Group’s IT systems are breached by
a cyber threat, including customer privacy breaches, or
there are major IT system failures that adversely impact
the business.

The Group performs regular reviews of all security
configurations aligned with current industry standards.
There is regular security testing across the entire IT
landscape, and protocols in place for regular monitoring
and reporting.

Financial Risk

The Group has exposure to a number of financial
risks including customer payment defaults, financial
guarantees supporting Pharmacy customers, and
general retail frading conditions.

The Group adopts a financial risk management program
which seeks to minimise potential adverse impacts on
the financial performance of the Group. The Group has
undrawn funding lines throughout the year.
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SUSTAINABILITY REPORT

APl is pleased to present the following report on Sustainability in its business. This report is to be read in conjunction with

the previous section dealing with material business risks. API's commitment to Sustainability spans the entire business with
a focus on:

— caring for its employees;

— serving its customers and community;

— partnering with those who share its values;

— providing quality products and services; and

— protecting its reputation,

all underpinned by the financial resilience of its business.

The following diagram illustrates API's sustainability model.

Confidence in our Engaging and caring Serving and sharing Selecting Partners that | Protecting our

Products for our Employees with our Customers share our values Reputation
and Community

[ Product quality [0 safety/health/wellbeing [ Franchisee suitability [ Fraud

[0 Engagement

[ Product compliance [0 Capability [ Franchisee engagement| [ Cybersecurity

O Product recalls [ Retention O Loyalty
O Waste [ Diversity [ Environment
[ Supply Chain
Financial sustainability
[JRegulatory changes
GOVERNANCE

Sustainability issues are managed by the Audit and Risk Committee of the API Board.

Each year, the API Audit and Risk Committee reviews the API Risk Assessment, which considers risks and controls in place
in the API business. Key risks are subject to bi-annual Executive review. The Audit and Risk Committee receives regular
“deep dives" and presentations by respective risk “*owners” on Key Risks, including Sustainability risks.

The following ‘Risk Map’ illustrates API's approach fo risk management, allocating to each material risk an Inherent
Risk rating and a Conftrol Effectiveness rating. From these ratings, appropriate risk mitigation plans are developed
and implemented.

Very High Control Critical Active Management

Risks in this quadrant are recognised Due fo the high potential impact and
High as having a potentially serious impact assessed lack or inadequate performance
if occurring but the control processes of confrols, Risks in this quadrant have
employed fo mitigate them are currently been identified as requiring ongoing
considered sufficient and robust monitoring and the development of robust

mitigation plans

Moderate No Major Concern Periodic Monitoring

INHERENT RISK RATING
(Likelihood + Consequence)

Risks that fall into this quadrant are While potentially having only a limited
rated as having limited potential impact if occurring, Risks that fall into

impact and are considered to this quadrant are assessed as requiring
be well controlled monitoring and the development of

Low robust mitigation plans

Adequate Inadequate
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When APl acquires new businesses, such as the recent staged acquisition of Clear Skincare clinics and Products
business, existing processes and procedures are overlayed into pre-acquisition due diligence and post-acquisition
processes of that business, to ensure any new sustainability risks are identified and managed.

MATERIAL SUSTAINABILITY RISKS AND FOCUS
From the Risk Assessment, the material Sustainability risks impacting on API's business are identified. These risks can be

summarised as:

— Financial sustainability and impacts of regulatory changes;

— Confidence inits products and services and its impact on the environment;
- Engaging and caring for its employees;

— Serving and sharing with its customers and community;

— Selecting partners that share its values; and

— Protecting its reputation including fraud and cybersecurity.

FINANCIAL SUSTAINABILITY

API's continuing strong financial performance allows the Company to reinvest in the business. APl is focussed on
financial resilience that can respond to a changing environment with issues such as Government policy and funding,
and trends in shopper behaviour. Its strong balance sheet, derived from consistent cash generation, has provided
confidence for investors in the long-term health of the Company.

API's strategic planning is focussed on pillars that combine to build financial strength in our core business operations.
These pillars are:

- the way we work to deliver a high performance culture which is based in safety, being values driven and innovation;
- what we do in delivering a compelling customer offer and through a focus on execution excellence; and

— delighting customers with the product, services and experience they value.

API's sustainability is affected by the Federal Government’s policies on the Pharmaceutical Benefits Scheme (PBS) and
the associated Community Service Obligations (CSO) Agreement. Under the CSO, APl is recompensed for providing the
service of supplying any PBS medicines to any pharmacy in Australia within 24 hours, ensuring that all Australians have
access fo the full range of the PBS listed medicines.

PRODUCT QUALITY AND SAFETY

When APl engages a new supplier, we ensure that its products meet all applicable Australian Laws and Standards and
seek an indemnity from the supplier to ensure that APl has recourse in the event that products do not meet applicable
Australian Standards or need to be recalled.

Where deemed necessary, APl will physically inspect new suppliers’ manufacturing facilities. API's preference is to
source from Australian distributors of overseas products to reduce the risk of poor quality goods.

API's New Zealand manufacturing plants, include a Government approved and audited pharmaceutical facility.

APl has a focus on reducing waste, with its Distribution Centres having a recycling program. Further, all Distribution
Centres have installed LED lighting to help reduce the impact on the environment. The Company is in the process of
moving away from plastic bags in its retail stores.
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Employee Engagement
APl measures employee engagement with a survey every three to five years. Employee engagement was measured at
63% in 2016, which was considered average compared to benchmark data.

Since the 2016 Engagement survey, APl has invested in leadership development and career planning with employees.
APl has developed five levels of leadership training, from first time leader courses to senior management training.

API plans another Engagement survey in 2020 with the target to improve on the 2016 employee engagement score.

Employee Recognition

APl has a dedicated reward and recognition program - We Love Your Work. Team members are encouraged o
nominate their colleagues for outstanding demonstration of Company values of Respect, Initiative, Unity and Excellence
and for Safety. Outstanding nominations are recognised quarterly and annual winners are celebrated at an awards
night held in November each year.

Safety

In 2016, APl commenced working to become accredited with the Australian and New Zealand standard for safety
management, AS/NZS 4801. The aim was to clearly demonstrate that APl has the knowledge of, and control over, all
relevant hazards and that the Company could demonstrate its strong commitment to ongoing improvements in its
safety performance. APl sets out to:

— increase its ability to identify and confrol safety risk;

— reduce injuries and incidents;

— enhance its reputation as a safe organisation;

— start the process to possible self-insurance; and

— comply with the National Occupational Health and Safety Self Insurance Audit Tool (NOHSSIAT).

The Company’s key areas of focus were:
— leadership throughout the business to develop a culture of independent, sustainable Safety Health & Wellbeing (SH&W)
practices focusing on Risk Management, Consultation & Communication, and Reporting;

— process focusing on Policies & Standards, Safe Work Processes, Training, Induction & On-boarding, and Emergency
Preparedness; and

— workplace focus on Incident Management, Injury Management, Contractor Management and Auditing. The following
chart illustrates API's Safety, Health and Wellbeing framework.
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Safety, Health & Wellbeing Framework

Organisational Strategy
A safer place to work every day

Legislative Requirements

S

Leadership

Supporting every day
leaders to develop a culture
of interdependence and
working tfowards sustainable
SH&W practices. Strong safety
leadership involves active
engagement of Team
Members and embedding

APl values into the
day to day.

Risk Management

Risk Management is the cornerstone
of our SH&W management

system and is an integral part of
management, culture and day to
day operations.

It involves understanding the
hazards in the workplace that
cause harm, the likelihood of
incidents eventuating, and the
activities and controls to protect
and prevent our Team Members
from being injured.

Example: Hazard Identification, Risk
Assessments, Incident Investigations

Consultation & Communication
Noft only is consultation a legislative
requirement, it contributes to a
culture of openness, respect and
trust. By drawing on the knowledge
and experience of Team Members,
better decisions can be made

to reduce the risk of injuries and
incidents. The SH&W Team facilitates
effective consultation and the
sharing of information, emphasizing
active participation by Team
Members in dealing with SH&W
problems.

Example: SH&W Committees
Meetings, Connect, Team Talks,
SH&W News Alerts

Reporting

The SH&W Team are responsible
for monitoring SH&W performance
and reporting fo the operational
and leadership teams. This drives
accountability and responsibility
for SH&W objectives across the
organisafion.

Example: Monthly & Weekly SH&W
Reports, Board Report

All of us. All the time.

SH&W Management System
(Compliant with AS/NZ4801)

-—---

Process

Continually improving

our SH&W Management
System to build intelligent
processes and effective risk
mitigation strategies. This
involves intentional planning
activities aimed at ensuring
that operating processes are
aligned with SH&W policies

->E':|
=

2

&t ]

and standards.

Policies & Standards

These documents display API's
commitment and what the
organisation intends to achieve.
They are developed through a
consultative process and establish
the standards and expectations
for our Team Members, processes
and workplace.

Example: SH&W Policy,
Drug & Alcohol Policy, Risk
Management Standard

Safe Work Processes

Across the organisation we
continuously develop and follow
safe work processes to ensure work
tasks are performed safely.

Example: Standard Operating
Procedures

Training, Induction

& Onboarding

Through fraining, induction and
onboarding we ensure that our
Team Members have the right
knowledge, qualifications and
capabilities to perform tasks safely.

Example: Onboarding , Induction
for forklift drivers

Emergency Preparedness
Planning, training and practising
responses fo emergency situations
and enhancing the readiness of our
Team Members to respond in actual
emergencies.

Example: Emergency Risk
Assessment, Evacuation Plans
& Exercises

R

Workplace

All of us, all the time are
working toward creating a safe
workplace through proactive
activities and collaboration
with our SH&W Committees.
Both the implementation and
monitoring of processes are
essential fto maintaining a safe

<

A safer place to work every day

working environment.

Incident Management

By learning from incidents that
occur, we find the root causes of
hazards so that corrective actions
can be implemented to prevent

it from occurring in the future.

This involves reportfing, analysing,
investigating, and sharing learnings
about incidents.

Example: Incident reporting and
investigations

Injury Management

Care, support and guidance
provided to facilitate the return

to work for our injured workers.
Early intervention is the key getting
our Team Members back to

work sooner.

Example: Return to Work Programs

Contractor Management

Our SH&W duties and responsibilities
extend fo contractors and sub-
contractors. The same level of care
and due diligence is required.

Example: Contractor Management
System, Work Method Statement

Auditing

Audits are conducted to check
the effectiveness of our SH&W
Management System. At set
intervals we examine if the
processes perform as intended.

Example: Self-assessments
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AS/NZS 4801 accreditation was achieved in November 2017. The Company’s safety results have improved significantly
since this process began. Since 2015, the Total Reportable Injury Frequency Rate (TRIFR) has reduced by 60%, with the
most significant decrease in medically treated injury rate by 70%.

However, despite the reduction since 2015, this year saw an increase in mental health issues reported in its resulfs.
Initiatives to address this such as a frial of mental health support through the Black Dog Institute and a focus on training
forits leaders are part of API's focus on Wellbeing in its workforce. There are five areas of focus:

— Physical wellbeing, with exercise and nutrition education;

— Confidence building with a focus on personal values and visions, career planning, and financial management;

- Learning;

— Emotional wellbeing with a trial of mental health support through the Black Dog Institute; and

— Connectedness.

SH&W Initiatives: Wellbeing

The APl Wellbeing Program continues to be
rolled out as stand alone activity, a part of team
development & integrated into our leadership
programs. Specific areas of focus include:

»

- Exercise & nutrition education

— Personal values & vision
— Career planning
- Financial management

— Work & rest of life learning plans

— Mental health support:
Trial with Black Dog Institute

v
p

g
|

— Relationship planning
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TARGETS AND MEASUREMENT

APl measures safety through both leading and lag
indicators. Leading indicators include safety scans

and hazard reporting, hazard closure rates, and safety
business plan implementation. These indicators build
on its 2017 accreditation fo AS/NZS 4801 standard. API
believes that this focus on the inputs into safety will lead
fo improvements in lagging indicators.

Lagging indicators include injury rates, both medically
freated and lost time injuries. APl has set a challenging
goal to reduce Lost Time and Medically Treated Injury
Frequency rates by 10% year on year.

The next step is to become compliant with the National
Occupational Health and Safety Self Insurance Audit Tool
(NOHSSIAT). This step will not only further improve its safety
performance, but will also give APl the ability to target
self-insurance should it choose to. To achieve compliance,
APl will work on the 108 criteria over the next three years.

The following table is a summary of key indicators
and objectives in improving API's Safety, Health and
Wellbeing targets.

DIVERSITY AND GENDER

APl sees gender diversity as a key driver of growth and
is committed fo ensuring diversity across the entire
Company.

Across API, women make up 63.5% of its managers, with
52% of its promotions being women in the 2018 financial
year, a slight increase on the prior year.

APlis committed to improving gender diversity on its
Board, which currently sits at 28.6%. The APl Board has
two female directors and five male directors, including
the CEO. As Board vacancies arise, APlis committed to
increasing the female representation on its Board. In this
context, the Board has committed to the objectives of
the 30% Club, and the Australian Institute of Company
Directors target for 30% female directors.
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The following table is a summary of API's progress is achieving female diversity in its workforce and on its Board.

FY15 FY16 FY17 FY18
Women on the Board 28.6% 28.6% 28.6% 28.6%
Women in senior leadership team 37.5% 20.0% 22.2% 20.0%
Women in management positions 59.4% 59.4% 68.5% 63.5%
Women in workforce 771% 771% 81.7% 78.6%
Promotions — women NA 80.5% 50.0% 52.0%
Manager promotions - women NA 82.6% 43.5% 48.5%

Source: APl reports to Workforce Gender Equality Agency

ITS PARTNERS SHARING ITS VALUES

Franchisees
Due to Federal Government regulations requiring pharmacist only ownership of the dispensary, each Priceline Pharmacy
is franchised by pharmacists with the APl Group.

Pharmacists are selected on the basis of stringent criteria, who share the APl values and who are committed to operating
the franchise in compliance with all applicable laws, including the recently enacted vulnerable workers legislation.

Each year APl uses an independent survey of its franchisees to gauge their level of advocacy, commitment

and engagement to the franchise. The survey assesses both the view of company performance and issues such as work-
life balance for franchise partners. The results suggest its franchise partners are happy to advocate the franchise to others,
committed to staying for the long-term, and are enthusiastically engaging with brand initiatives. In 2018 franchise partner
sentiment improved relative to the prior year.

The Priceline Sisterhood Foundation

S
e,
HELP US HELP WOMEN

The Priceline Sisterhood Foundation was initiated in 2011 and was formally established in 2014, as an independent
incorporated Foundation that can receive tax deductible donations. It has its own Board of Directors, with the API CEO
as its Chairman. The Board includes independent directors, in addition to APl executives.

The Priceline Sisterhood Foundation has a set of selection criteria and principles for deciding on its charity partners.
These selection criteria include:

- Alignment with women and their families' wellbeing;

— Promote principles of equity and diversity;

— “Real Need"” charities and proposals — financial dependency on fundraising and volunteer pro bono ethics and not
necessarily charities that receive large Government or Corporate funding;

— Preference for Australian focus (city and regional); and
— No conflicts (e.g. alcohol, tobacco, gambling).
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Based on these criteria, the Priceline Sisterhood
Foundation recently added the Raise Foundation

as a charity partner. The Raise Foundation provides
youth mentoring programs and personal development
workshops for vulnerable young Australians facing
profound challenges in their lives. This includes mental
health issues, teen pregnancy/young parent families,
sexual health issues or challenging home environments.

The Priceline Sisterhood Foundation is registered with
the Australian Charities and Not-for-profits Commission
(ACNC) and is compliant with all ACNC requirements.

PROTECTING ITS REPUTATION

Cybersecurity and Fraud

APl understands the importance of privacy and data
protection. The Company has internal policies and
procedures in place that highlight the importance of data
protection within API. APl has dedicated staff that can
deal with any mandatory reporting of data breaches.

The Company has a strong internal audit process
in place with fraud controls regularly assessed.

OTHER MATTERS

INSURANCE AND INDEMNIFICATION

OF DIRECTORS AND OFFICERS

During the year the Company paid a premium in respect
of a contract insuring the Directors and officers against
all liabilities to another person, other than the Company
or arelated body corporate, that may arise from their
position, except where the liability arises out of conduct
involving a lack of good faith.

The contract covers any past, present or future

Director, Secretary, Executive Officer or employee of
the Company and the Group. Further details have not
been disclosed due to confidentiality provisions of the
confract of insurance. The Directors are each parties to
a Director’s Access, Indemnity and Insurance Deed. This
Deed includes an indemnity by the Company (subject
to and fo the fullest extent permitted by applicable law)
summarised as follows:

a. for any liability incurred by the Director as an officer of
the Company;

b. forlegal costs incurred by the Director in defending
proceedings for a liability incurred as an officer of the
Company, orin seeking relief from that liability under
applicable law; and

c. for any liability for legal costs incurred by the Directorin
connection with legal proceedings of a Government
or Regulatory authority which is brought against the
Director because of their present or former capacity
as on officer of the Company.
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ENVIRONMENTAL REGULATION

The operations of the Group are subject to
environmental regulation under Commonwealth, State
and New Zealand Government legislation in relation to
its manufacture of pharmaceutical products, retail stores
and pharmaceutical distribution facilities. In respect of:

— Pharmaceutical and toiletries product manufacture
— manufacturing plants operate under licence
requirements relating fo waste disposal, water and
air pollution; and

— Wholesale distribution — distribution facilities operate
under licence requirements relating to waste disposal,
water and air pollution.

The Board believes that the Group has adequate systems
in place for the management of its environmental
requirements and is not aware of any significant breach
of the environmental requirements as applied to

the Group.

CORPORATE SOCIAL RESPONSIBILITY

The Group has continued its involvement with the
Priceline Sisterhood Foundation. More information can
be found in the preceding Sustainability Report.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

There were no significant changes in the nature of the
activities of the Group during the year, other than the
acquisition of the Clear Skincare clinics and Products

business on 31 July 2018.

DIVIDENDS

A dividend was paid during the year ended 31 August
2018 inrespect of the year ended 31 August 2017 on

8 December 2017. The dividend was at the rate of 3.5 cents
per share, fully franked and totalled $17.229 million.

An interim dividend of 3.5 cents per share amounting
to $17.235 million, fully franked in respect of half year
ended 28 February 2018 was paid out of Profit Reserves
on 1 June 2018.
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LIKELY DEVELOPMENTS

The Group will continue to pursue its policy of improving
the profitability and market share of each of its major
operating businesses during the next financial year,
including delivering on the strategies and initiatives
outlined in the operating and financial review.

Further information regarding the business strategies of
the Group and the expected results of those operations
in future financial years have not been included in this
report as disclosure of this information would likely result
in unreasonable prejudice to the Group.

NON-AUDIT SERVICES

During the year KPMG, auditors of the Group, have
performed certain other services, mainly financial and
tax due diligence services relating to the acquisition
of the Clear Skincare clinics and Products business, in
addition to their statutory duties.

The Board has considered the non-audit services
provided during the year by the auditor and in
accordance with written advice provided by resolution
of the Audit and Risk Committee, is satisfied that the
provision of those non-audit services during the year by
the auditor is compatible with, and did not compromise,
the auditor independence requirements of the
Corporations Act 2001 for the following reasons:

— Al non-audit services were subject to the corporate
governance procedures adopted by the Company
and have been reviewed by the Audit and Risk
Committee to ensure they do not impact the integrity
and objectivity of the auditor; and

— The non-audit services provided do not undermine the
general principles relating to auditor independence
as set out in APES 110 Code of Ethics for Professional
Accountants, as they did not involve reviewing
or auditing the auditor’'s own work, acting in a
management or decision making capacity for the
Company, acting as an advocate for the Company,
or jointly sharing risks and rewards.

Details of the amounts paid to the auditor of the Group,
KPMG, and its related practices for audit and non-audit
services provided during the year are set out in Nofe 23
fo the financial statements.

The Board reviews and approves any non-audit services
provided by the auditor having regard to market
benchmarks and ensuring that the provision of these
services delivers value efficiencies to the benefit of
shareholders and does not impact the independence
of the audit.
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LEAD AUDITOR’S INDEPENDENCE DECLARATION
The Lead Auditor’s Independence Declaration is set out
on page 34 and forms part of the Directors’ report.

The Company is of a kind referred to in ASIC Corporations
Instrument 2016/191 dated 24 March 2016 and in
accordance with that Class Order, amounts in the
consolidated financial report and Directors’ Report have
been rounded off to the nearest thousand dollars, unless
otherwise stated.

Dated at Sydney, 17 October 2018

Signed in accordance with a resolution of the Directors:

Mk st

Mark Smith
Chairman
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REMUNERATION REPORT

OVERVIEW OF REMUNERATION FOR FY18
A summary of the matters impacting the Group’s remuneration structure and strategy for FY18 are:

— No changes to the Short Term Incentive Plan (STIP) or the Long Term Incentive Plan (LTIP) have been made during the
financial year.

— The financial performance of the Group for FY18 did not meet the minimum requirement for any STIP payments.
Accordingly, no member of the Key Management Personnel (KMP) will receive an STl award in respect of FY18.

— The three year performance period for the 2015 LTIP ended on 31 August 2018. Vesting was subject to an aggregate
Return on Equity (ROE) hurdle and an Earnings Per Share (EPS) Compound Annual Growth Rate (CAGR). The
performance conditions were tested and audited with the following outcomes:

— actual aggregate ROE for the performance period was 27.83% for an achievement of 34.4% of half the grant;
and

— actual CAGR EPS was 3.42% for an achievement of 0% of the other half of the grant.

— The combined achievement of the 2015 LTIP for performance measured over a 3 year period resulted in 17.2% of
the total grant vesting.

REMUNERATION SUMMARY - ‘TAKE HOME PAY’

The table below shows the key elements of total reward received by each KMP for FY18. This includes the cash
component elements paid to each executive for the year as well as the value of equity that has vested for services
provided to 31 August 2018, and equity from previous years that vested in FY18 which was originally reported in
accordance with the accounting standards in the year the equity was granted.

Total
Fixed Remuneration
Executive Remuneration STl paid in FY18 LTI vested® Received
In AUD ($) Cash STIM Deferred STIG
Mr R Vincent - Managing Director and Chief Executive Officer
1,061,667 3.085 66,104 359,658 1,490,514
Mr P Mendo - Chief Financial Officer
485,666 2,345 50,261 - 538,272

(i) Consists of the total cash value of the Performance Rights vested during FY18. These related fo the 2014 grant, for which 239,772 shares were issued to
Mr Vincent on 3 November 2017. The share price on that date was $1.50. This does not represent the statutory expense recognised in the profit and loss.
The expense was recognised over d three year period in accordance with AASB 2 Share Based Payments.

(i)  STIP cash payment for Mr Vincent and Mr Mendo relates to payment in lieu of the dividend entitlements relating fo the deferred FY2016 STIP equity.

(iii) Represents the vesting of the deferred 2016 STIP Performance Rights. 44,069 shares were issued to Mr Vincent and 33,507 shares were issued to
Mr Mendo on 3 November 2017. The share price was $1.50 per share on that date. This does not represent the statutory expense recognised in the
profit and loss.

A full breakdown of executive remuneration details has been prepared in accordance with statutory requirements and
accounting standards. This detailed disclosure including statutory tables is included in Section 2 of the Remuneration
Report.
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REMUNERATION REPORT - AUDITED

This report details the processes used in remuneration decisions and their outcomes for Key Management Personnel
(KMP) for the 2018 financial year (FY18) and is prepared in accordance with Section 300A of the Corporations Act 2001
(as amended) for the Company and its subsidiaries.

Key Management Personnel

As defined under AASB 124, KMP have the authority and responsibility for planning, directing and controlling the
activities of the Group, and comprise:

1. Non-executive Directors;
2. Managing Director and Chief Executive Officer; and
3. Chief Financial Officer.

Non-Executive Director KMP

Mark Smith Chairman

Lee Ausburn Director

Gerard Masters Director

Robert Millner Director

Kenneth Gunderson-Briggs Director

Jennifer Macdonald Director

Peter Robinson Chairman and KMP for the period 1 September 2017 until retirement on

24 January 2018

Executive KMP
Richard Vincent Managing Director and Chief Executive Officer (appointed 15 February 2017)
Peter Mendo Chief Financial Officer

This report has been audited by the Company’s Auditor, KPMG as required by Section 308(3C) of the
Corporations Act 2001.

The Remuneration Committee is governed by its Charter (available on www.api.net.au) which was developed in line
with ASX Corporate Governance Principles and Recommendations. The Charter specifies the purpose, authority,
membership and activities of the Remuneration Committee, and the Charter is annually reviewed by the Committee
to ensure it remains consistent with regulatory requirements.

Membership of the Committee consists of Non-executive Directors. During the year members of the Committee were
Mr Gerard Masters (Chairman), Mr Robert Millner and Mr Kenneth Gunderson-Briggs.

The Remuneration Report is in sections as follows:

Section 1 Non-executive Director KMP Remuneration

A. Policy and Principles

B. Remuneration of Directors (excluding the Managing Director and CEO)
Section 2 Executive Remuneration including the Managing Director and CEO
A. Policy and Principles

B. Remuneration Structure

. Short Term Incentive Plan

Long Term Incentive Plan

Employment Contracts

mm o 0

Remuneration of Executives including the Managing Director and CEO
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Section 3 Other matters required by Section 300A Corporations Act 2001

A. Movement in shares held by the KMP

B. Comments on Remuneration Report at the most recent AGM of the Company
C. Engagement of Remuneration Consultant

D. Related party tfransactions

SECTION 1 NON-EXECUTIVE DIRECTOR KMP REMUNERATION

A. Policy and Principles

Non-executive Directors' fees are determined within an aggregate fee pool limit. An annual total fee pool of $1,200,000
was approved by shareholders at the 25 January 2017 Annual General Meeting. Total Non-executive Directors’
remuneration including Board Committee fees, non-monetary benefits and superannuation paid at the statutory rate
for the year ended 31 August 2018 was $808,322. The average increase per Director was 3%. The total amount excludes
the $220,000 retirement benefit paid to Peter Robinson under the Directors’ Retirement Scheme (details below).

The remuneration of Non-executive Directors is determined having regard to the data provided by independent
remuneration consultants, the need to attract and retain appropriately qualified Directors, fee levels applied in similarly
sized companies, and board judgement as to whether any adjustments are appropriate. Non-executive Directors do
not receive performance related remuneration.

Under the Board’s Retirement Scheme, which was approved by Shareholders at the 1994 AGM, retiring Non-executive
Directors are paid on a pro-rata basis up to ten (10) years’ service to a maximum of three (3) times the average annual
remuneration in the three (3) years preceding retirement. The retirement benefit is capped at $220,000 per Director and
applies only to Directors appointed prior to 9 September 2003. The Directors have agreed to freeze this benefit as at

31 August 2009. During the year, Peter Robinson retired and received this benefit.

Annual Board fees (including superannuation) were structured as follows, with effect from 1 January 2018:

Annual Fee
Role Structure
Board chairman $216,300
Board member $92,700
Audit and Risk Committee chair $35,000
Audit and Risk Committee member $8,240
Remuneration Committee chair $16,480
Remuneration Committee member $8,240
Nomination Committee chair (no fee)
Nomination Committee member (no fee)
Senior Independent Director $15,450

The Board Chairman does not receive Committee fees.
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B. Remuneration of Directors (Excluding the Managing Director and CEO)

Post-employment

Short term benefits benefits
(3) Total
Director Project Retirement Superannuation remuneration

Name Year fees remuneration benefits benefits
Mark Smith( 2018 153,640 - - 14,409 168,049
2017 - - - - -
Robert D. Millner 2018 91,288 - - 8,672 99,960
2017 86,692 - - 8.236 94,928
Lee Ausburn 2018 91,288 - - 8,672 99,960
2017 86,692 - - 8,236 94,928
Gerard J. Masters 2018 98,700 - - 9,380 108,080
2017 93,605 - - 8.893 102,498
Ken Gunderson-Briggs 2018 134,788 16,393M - 14,362 165,543
2017 116,382 - - 11,056 127,438
Jennifer Macdonald® 2018 74,337 - - 7,063 81,400
2017 - - - - -
Peter R. Robinson!i 2018 76,810 - 220,000 8,520 305,330
2017 181,279 - - 17,222 198,501
E. Carol Holley™ 2018 - - - - -
2017 43,924 - - 4,173 48,097

(i)  For period 6 September 2017 (date of appointment) until 31 August 2018.

(i) For period 9 November 2017 (date of appointment) until 31 August 2018.

(iii) For period 1 September 2017 until 24 January 2018 (date of retirement).

(iv) For period 1 September 2016 until 25 January 2017 (date of retirement).

(v) Remuneration as chair of the Board committee for merger and acquisition activities during the year.

SECTION 2 EXECUTIVE REMUNERATION INCLUDING THE MANAGING DIRECTOR AND CEO

A. Policy and Principles
The remuneration strategy of APl is to:

— Offer aremuneration structure that will attract, focus, retain and reward highly capable people;

— Ensure that remuneration decisions are based on a fair and transparent job evaluation process that is linked to
comparable market data and the experience of the individual in the position;

— Have a clear and transparent link between performance and remuneration outcomes;

— Encourage and integrate risk management within the reward framework; and

— Build employee engagement and align management and shareholder interests through the ownership of

Company shares.

Executive remuneration is set with regard to the size and nature of the position with reference to market median

benchmarks and the performance of the individual.

The total remuneration of an Executive will incorporate variable “at risk” elements to:

— Link Executive reward with the achievement of the business objectives and financial performance of the Group; and

— Ensure total remuneration is competitive by market standards.
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The role of the Remuneration Committee includes
reviewing and making recommendations to the

Board on Executive remuneration. The Remuneration
Committee may seek independent advice on

the appropriateness of remuneration levels. The
Remuneration Committee is authorised to seek advice
if and when required.

B. Remuneration Structure

The Executive Remuneration Framework as it applies
to the Managing Director and CEO, and Executives
comprises:

— Fixed Remuneration; and

— Performance linked remuneration in the form of STIP
and LTIP opportunities.

Fixed Remuneration

Fixed remuneration is a guaranteed salary level
inclusive of any Fringe Benefits Tax (FBT), charges related
to employee benefits including motor vehicles and
employer contributions to superannuation funds.

Fixed remuneration levels are reviewed annually and
set with regard for each position and the median
market level for comparable roles. Any adjustment
needs to also consider individual segment results and
overall performance of the Group. In addition, external
consultants provide analysis and advice to ensure that
Executive remuneration is appropriate in the context of
market practice and stakeholder expectations.

At Risk Remuneration

Performance linked remuneration includes both short
term and long term incentives and is designed to reward
KMP for meeting or exceeding their financial and non-
financial objectives. The short term incentive is provided
in the form of a cash payment and deferred rights to
acquire shares while the long ferm incentive is provided
as rights to acquire shares. Rights to acquire shares are
termed as "“Performance Rights”.

The Group has a policy prohibiting recipients of share-
based payments from entering intfo arrangements fo
hedge their exposure to losses arising from share price
decreases. Entering intfo such arrangements has been
prohibited by law since 1 July 2011.

C. Short Term Incentive Plan

The STIP is an annual at risk incentive plan for Executives
and certain other senior employees. The objectives of
the STIP are:

— Provide a clear link between individual and
organisational performance and executive reward;

— Reinforce the link between individual, tfeam and
Company performance;
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— Reinforce the interdependencies between business
units and functions;

— Align the interests of Executives who are most able to
positively impact profitability; and

— Drive a high performance leadership culture.

Prior to the start of the financial year the Remuneration
Committee makes a recommendation to the Board for
approval of the maximum STIP pool.

Prior to any payment under the STIP, Company
performance must pass a minimum gateway
requirement of Group Net Profit Affer Tax (NPAT).

At the start of each year the Remuneration Committee
sets a ‘'scorecard’ of performance conditions for the STIP
as follows:

— NPAT; and

— Ofther financial and non-financial measures tailored for
each business segment.

Other performance measures vary by business segment,
however each scorecard includes a measure related

to Earnings Before Interest and Tax (EBIT), Return on
Capital Employed (ROCE) and individual performance
measures. Multiple measures of performance help
diversify risk.

Each year, the Board establishes NPAT performance
hurdles at which threshold, target and maximum STIP
entitlements will be payable. The current practice is
that the minimum STIP poolis established at 90% of NPAT
budget (being the NPAT gateway), the target STIP pool
is at budget and the maximum STIP pool is achieved af
110% of budget.

After the conclusion of the financial year, the Board
assesses performance against Group and Segment
Scorecards with 80% of the maximum percentage based
on key financial objectives and 20% based on individual
objectives. Prior to any consideration of a STIP payment,
the Company must meet a minimum NPAT performance.
The Board has discretion for a STIP payment where
achievement is 90% of target NPAT levels.

Fifty percent of any STIP awarded to the Executive
Leadership Team is deferred for 12 months in the form of
performance rights. Performance rights are exercised
for fully paid shares after the 12 months deferral period.
In addition, participants will be eligible to receive at the
fime of vesting a cash payment equal to the dividends
paid during the 12 month vesting period on shares
resulting from the exercise of rights at vesting.

The number of performance rights is determined by
dividing the value of the deferred component of the
STIP award by the volume weighted average closing
price of APl shares on the ASX in the 10-day period after
announcement of full year results of the initial grant year.
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The deferred component of the STIP award is designed to manage risk by ensuring that decisions taken in the previous
12 months have resulted in sustainable Company benefit. The Board has the discretion to forfeit any unvested rights due
to excessive risk taking, material misstatement of financial statements or fraudulent or gross misconduct.

More broadly, the Board retains absolute discretion over all awards made under the incentive award plans, including
the STIP.

Managing Director and Chief Executive Officer

The Managing Director and CEQ'’s STIP is equal to 32.5% of his fixed remuneration at threshold, 65% of fixed remuneration
at target, and if NPAT is 110% or more of budget, the STIP provides for a maximum payment of 100% of fixed
remuneration.

The STIP scorecard is determined by the Board each year and is drawn from financial measures such as NPAT, Return on
equity (ROE) and Return on Capital Employed (ROCE). Non-financial measures may include retail sales growth, Priceline
Pharmacy network growth, pharmacy distribution market share and improvement targets relating to workplace safety.

The performance measures and weightings for FY18 were as set out below.

Performance measure Weighting
NPAT and ROCE 60%
Operational performance 25%
Safety performance (LTIFR) 5%
Succession 5%
Strategic projects 5%

The NPAT result for FY18 did not exceed the NPAT gateway and accordingly the Board did not approve a STIP award for
the Managing Director and CEO.

Other Executive KMP

The STIP award at threshold for other Executive KMP STIP is equal to 10% of fixed remuneration, 20% of fixed remuneration
at target and if NPAT is 110% or more of budget, the STIP provides for a maximum payment of 40% of fixed remuneration.

The Remuneration Committee recommends to the Board, the financial measures for Executive KMP STIP which includes

NPAT and ROCE.

The following table summarises the basis of the calculation of the STIP award for Executive KMP.

Financial Financial Personal
Measure 1 Measure 2 Measure
NPAT gateway 40% weighting 40% weighting 20% weighting
90% of NPAT Business unit Company Individual
Target Target EBIT ROCE Target Targets

The NPAT result for FY18 did not exceed the NPAT gateway and accordingly the Board did not approve a STIP award for
other Executive KMP.

D. Long Term Incentive Plan

The Remuneration Committee has responsibility for the Long Term Incentive Plan (LTIP). The Plan was established during
the year ended 30 April 2006. The Remuneration Committee is responsible for awards granted under the Plan and
overseeing administration of the Plan. The LTIP involves the grant of rights to acquire fully paid ordinary shares in API for
no consideration.

The key features and implications of the LTIP are:

— Performance rights (“Rights”) are granted to the Managing Director and CEO (which are subject to shareholder
approval at the Annual General Meeting) and to certain Executives as soon as practicable after the full year results
are announced. This ensures the allocation of Rights reflects the best informed assessment by the market of Company
value and share price;
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The number of Rights granted is derived by dividing
the participant’s LTIP value by the 10-day Volume
Weighted Average Closing Price (VWAP) of API shares
immediately after announcement of full year results —
that is, the ‘face value’ methodology;

— Vested Rights convert to API shares on a one-for-one
basis. No dividends are received by Executives on
unvested rights during the vesting period;

— If performance conditions are not fully met, the Rights
lapse;

— The LTIP provides for shares to be purchased on market
on behalf of the participant or new shares issued by
the Company;

— Performance conditions will be tested only once
and any Rights that do not meet the performance
conditions will lapse and will not be re-tested;

— The Company has a policy prohibiting Directors and
employees from dealing in financial products issued or
created over or in respect of securities (e.g. hedges
or derivatives) that have the effect of reducing or
eliminating the risk associated with any equity
incentives that may be offered from time to time;

— If an LTIP participant ceases to be employed before
the end of the Performance Period for reasons
other than redundancy, death, disability or illness,
the Rights will automatically lapse, subject to Board
discretion. If a participant ceases to be employed,
before the end of the Performance Period and the
date of employment ceasing is on or after the first
anniversary date of the Commencement Date, due
to redundancy, death, disability or illness, the number
of Rights will be reduced pro-rata to reflect the length
of fime during the Performance Period the employee
was employed;

— More broadly, the Board retains absolute discretion
over all awards made under the incentive award
plans, including the LTIP;

— Grants made include a target measure of three year
EPS CAGR and the cumulative ROE achieved by the
Group during the three year period commencing
at the beginning of the performance period when
compared to the target ROE set by the Board for the
same period (Target ROE) measure. Each of the two
measures (EPS and ROE) contribute equally fo a LTIP
award. If ROE is achieved and EPS is not achieved,
or vice versa, then the total available award is halved.
This means 50% of the award is dependent on the ROE
metric, and 50% of the award is dependent on the
EPS metric. ROE is expressed as a percentage created
by dividing NPAT for the relevant financial period by
total shareholder equity for the relevant financial year.
Target ROE is derived from the Corporate Plan for
the three years commencing at the beginning of the
performance period. EPS is derived from the Corporate
Plan for the three years commencing at the beginning
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of the performance period. The EPS performance
condition compares the actual EPS growth achieved
during a three year performance period, against the
target amount of EPS growth set by the Board.

The EPS is the basic earnings per share disclosed in

the Consolidated income statement of the Financial
Statements. The initial benchmark EPS that serves as
the basis for calculating EPS growth, and the target EPS
may be varied by the Board in its absolute discretion;

— In determining whether the LTIP awards will vest the
Board will have regard for a range of factors to ensure
alignment to long-term overall Company performance
and is consistent with:

— strategic business drivers; and
- long term shareholder return.

Subject to commercial sensitivity, the Board infends to
provide full details of performance against specified
hurdles upon those conditions being tested and upon
vesting of the relevant rights; and

— The value of the LTIP awarded to Executive KMP is:

— Managing Director and CEO: equal to 60% of
Fixed Remuneration;

— Other Executives: 30% of Fixed Remuneration.

2015 grant

On 13 January 2016, performance rights (the “2015
Grant”) were granted with a performance period
commencing on 1 September 2015 and ending 31
August 2018. The performance conditions, being ROE
and EPS CAGR for the exercise of performance rights
were assessed after the results for the period were
finalised with the following outcomes:

— actual aggregate ROE for the performance period
was 27.9% resulting in 34.4% of this tranche vesting; and

— actual EPS CAGR was 3.4% resulting in 0% of this
franche vesting.

— The combined achievement of the 2015 LTIP is 17.2%
of the opportunity.

2016 grant

On 1 February 2017, performance rights (the “2016
Grant”) were granted with a performance period
commencing on 1 September 2016 and ending

31 August 2019. Shareholder approval for any LTIP
performance rights to be offered to Mr Vincent in the
role of Managing Director and CEO was received at the
January 2018 Annual General Meeting.

The performance conditions, being ROE and EPS CAGR
for the exercise of performance rights will be assessed
after 31 August 2019 once the results are finalised.
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The ROE performance condition has the effect that:

— if a cumulative ROE of 26.96% is achieved for the
three year period, 20% of the Rights subject to the
ROE Performance Condition will vest;

— if a cumulative ROE of 43.81% is achieved for the three
year period, 100% of the Rights subject to the ROE
Performance Condition will vest; and

— if the cumulative ROE is between these two levels,
the number of rights that vest will be calculated on
a straight line proportional basis.

The EPS CAGR performance condition has the effect
that:

- if CAGR of 7.5% is achieved for the three year period,
20% of the Rights subject to the CAGR Performance
Condition will vest;

— ifa CAGR of 10.0% is achieved for the three year
period, 100% of the Rights subject to the CAGR
Performance Condition will vest; and

— if the CAGR is between these two levels, the number
of rights that vest will be calculated on a straight line
proportional basis.

2017 grant

On 29 January 2018, performance rights (the “2017
Grant”) were granted with a performance period
commencing on 1 September 2017 and ending

31 August 2020.

Shareholder approval for any LTIP performance rights
offered to Mr Vincent in the role of Managing Director and
CEO was received atf the January 2018 AGM.

The performance conditions, being ROE and EPS CAGR
for the exercise of performance rights will be assessed
after 31 August 2020 once the results are finalised.

The ROE performance condition has the effect that:

— if a cumulative ROE of 24.32% is achieved for the
three year period, 20% of the Rights subject to the ROE
Performance Condition will vest;

— if a cumulative ROE of 39.52% is achieved for the three
year period, 100% of the Rights subject to the ROE
Performance Condition will vest; and

— if the cumulative ROE is between these two levels,

the number of rights that vest will be calculated on
a straight line proportional basis.

The EPS CAGR performance condition has the effect that:

— if CAGR of 7.5% is achieved for the three year period,
20% of the Rights subject to the CAGR Performance
Condition will vest;

— ifa CAGR of 10.0% is achieved for the three year
period, 100% of the Rights subject to the CAGR
Performance Condition will vest; and

— if the CAGR is between these two levels, the number
of rights that vest will be calculated on a straight line
proportional basis.

E. Employment Contracts

The Company has entered into Executive Service
Agreements (“agreements”) with Executive KMP. These
agreements outline the components of remuneration to
be paid. Remuneration levels are reviewed each year to
take into account any change in the scope of the role
performed, and any other changes required to meet the
principles of the remuneration policy.

The employment conditions and remuneration of the
KMP are formalised in the agreements. No fixed terms
are specified within the agreements and the following
termination provisions apply:

— MrVincent may resign from the Company by giving
three months written notice. The Company may
terminate Mr Vincent's agreement without cause by
providing twelve months written notice, or making a
payment in lieu of the notice period. The agreement
provides for a non-compete restriction of up to twelve
months after cessation of employment.

— Peter Mendo may resign from the Company by giving
six months written notice. The Company may terminate
Mr Mendo's agreement without cause by providing six
months written nofice, or making a payment in lieu of
the notice period. The agreement provides for a non-
compete restriction of up to six months after cessation
of employment.

The Company may summarily terminate the KMP's
employment in specified circumstances with immediate
effect and no termination benefits will apply other than
accrued entitlements.
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F. Remuneration of Executives including the Managing Director and CEO

Details of the nature and amount of each major element of remuneration of each of the Key Management Personnel of
the Group (including the Chief Executive Officer) are as follows:

Short Term

v Equity Value of rights granted under STIP
«  Equity Value of rights granted under LTIP®

c
kel
g
%) c c
: 5 s £
= 1) T Q
9 g 8o o
£ v ¢ £ 5& 8§
-— > o e} ~
£ < o = E= 3
4 = [0 @ o] o0 O c
(] o i = - wn O
[ - €., n o —0 TE
w ha > [ = c cu =<0
2 o 20 2 © 3 ce 2%
< < 35 z c £ 08 o= ¢
o ] €3 ] o %) £E ©3
e : = e Q e 65 OEF
5 § 3 3f 2 3 5 8% 28
3 0 o 28 S b e 3 3%
Executives S $ $ S $ $ S Yo o
Mr R Vincent - Managing Director and CEO
31 August 2018 1,041,537 3,085 1,044,622 20,129 25,780 - - 124,330 1,214,861 10.5 10.2
31 August 2017 871,917 - 871,917 19,688 114,808 - 41,866 227,028 1,275,307 21.1 21.1
Mr S Roche - Managing Director and CEO!i
31 August 2018 - - - - - - - - - - -
31 August 2017 466,282 - 466,282 19,288 12,623 986,988 198,896 316,655 2,000,732 25.8 25.8
Mr P Mendo - Chief Financial Officer
31 August 2018 463,161 2,345 465,506 20,129 1,270 - - (17,362) 469,543 (3.2) (3.7)
31 August 2017 439,013 - 439,013 19,688 4,775 - 31,832 87,749 583,067 20.5 20.5

(i)  The value of performance rights is calculated at grant date using the Black-Scholes Option Pricing model. The value is allocated to each reporting
period evenly over the performance period.

(i)  MrVincent commenced as Managing Director and CEO on 15 February 2017. His 2017 remuneration includes remuneration for his previous role as KMP,
as well as his new role as the Managing Director and CEO.

(i) MrRoche's ceased being a KMP on 15 February 2017. His final benefits were in consideration of entitlements due under his Executive Service
Agreement and calculated based on an average of the last three years' Total Employee Compensation (TEC). In addition, Mr Roche was paid
accrued leave entitlements.

(iv) STIP cash payment for Mr Vincent and Mr Mendo relates to payment in lieu of the dividend entitlements relating to the deferred FY2016 STIP equity.
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Analysis of Performance Rights over Equity Instruments granted as Compensation
Details of the performance rights awarded as remuneration to each Executive KMP are below.

As at the date of this report

Included
Fair Value in FY18 %
- per shqrg Total Value remuneration % vested  forfeited®

Executive Tranche Number S S % %o

Richard C. Vincent

2015 LTIP 99,180 1.82 180,508 (89,291) 17.2% 82.8%
2016 LTIP - in previous role 44,877 1.68 75,393 5,931 0.0% 0.0%
2016 LTIP - as CEO 177,895 1.81 321,990 25,330 0.0% 0.0%
2017 LTIP 402,264 1.36 547,079 182,360 0.0% 0.0%
Peter Mendo
2015 LTIP 75,410 1.82 137,246 (67,891) 17.2% 82.8%
2016 LTIP 75,000 1.68 126,000 9,912 0.0% 0.0%
2017 LTIP 92,311 1.32 121,851 40,617 0.0% 0.0%

(i)

The % forfeited in the year represents the reduction from the maximum number of performance rights available to vest due to the performance criteria
not being achieved.

LTIP summary

LTIP performance rights were granted on 13 January 2016 with a performance period commencing on 1 September
2015 and ending 31 August 2018 (the 2015 grant). The performance conditions for the exercise of performance rights
were assessed resulting in 17.2% of the grant vesting. The fair value of the performance rights is dependent upon the

ROE and EPS performance conditions for the entire grant and is $1.82 per share.

LTIP performance rights were granted on 1 February 2017 with a performance period commencing on 1 September
2016 and ending 31 August 2019 (the 2016 grant). The performance conditions for the exercise of performance
rights will be assessed shortly on or after the year ending 31 August 2019. The fair value of the performance rights is
dependent upon the ROE and EPS performance conditions for the entire grant and is $1.68 per share.

LTIP performance rights were granted on 29 January 2018 with a performance period commencing on 1 September
2017 and ending 31 August 2020 (the 2017 g