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4 September 2018

Dear Shareholders,

Financial Results

Results

The loss after tax of the consolidated entity for 2018 is $13.28 million compared with last year’s profit after
tax of $12.83 million. As previously explained, Boundary Bend'’s full year trading result in any one year is
substantially impacted by the volume of oil produced from each year’s harvest. Under the Accounting
Standard AASB 141 ‘Agriculture’ (with which Boundary Bend must comply), the oil is required to be
measured at fair value less the anticipated selling costs. This means that the expected profit or loss
relating to the sale of oil is recognised in the year of harvest, as opposed to when the oil is actually sold.
Cash is generated as the oil is sold, meaning that profit does not align with the consolidated entity’s cash
flows. Further analysis on our operating cashflow is provided below.

The loss after tax of $13.28 million was driven by the smaller 2018 crop of 5.4 million litres (see
explanation below), compared with 13.2 million litres in 2017. From an EBITDA! perspective, the
consolidated entity reported an EBITDA of $1.70 million, compared to $35.19 million in 2017.

The 2018 crop was expected to be lower than the 2017 crop, due to the following reasons:
X Biennial nature of the production cycle of olive trees which usually deliver a large crop followed
by a smaller crop;
x Frost damage in Spring, resulting in flower and bud damage; and
X Major replanting program undertaken in recent years across the grove, therefore 31% of trees
are not mature, and 21% have not yet produced a crop.

The severity of the Spring frosts amplified the difference between the 2018 and 2017 crops, with the final
weight of the fruit on the trees about 20% lower than our post-frost estimates.

It is important to note that we continued to invest in four stated growth strategies. These growth costs
were consistent with our budgeted expenditure in the following key areas:

Branded sales and market development to drive increased returns per litre at farm gate;
Our investment in establishing Boundary Bend'’s US business;

Increasing yields from existing groves and new grove plantings; and

Research and Development focused on innovative ways to value-add existing olive waste
streams and by-products.

X X X X

Under the accounting standard relating to olive trees the expenses relating to our immature groves are
capitalised and therefore do not impact EBITDA. Expenditure relating to our US business and Innovation
& Value-Add have reduced EBITDA by $10.37 million, but we anticipate this expenditure will help drive
sustainable long-term earnings growth. So, in summary, the EBITDA would have been in the order of
$12.07 million ($46.5 million in 2017) if we were not investing in our future growth strategies. This
comment is only made to give an indication as to the underlying performance of the established part of
our business, and the actual result is, of course, as reported.

1 EBITDA =dfning before deducting interest, tax and depreciation / amortisation
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Operating cashflow

Boundary Bend reported a positive operating cashflow? of $18.80 million for the 2018 financial year,
compared to $15.82 million in 2017.

As explained on the previous page, reported profit is not easily predictable as it is sensitive to each year’s
harvest yields but, conversely, trading each month is more stable and predictable as customers purchase
consistently throughout the year, and we manage our stock on hand to suit our customer requirements.
This can mean that a large crop year may be used to supply customers over 14 to 16 months, and in a
small crop year such as this year, used for only 8 to 10 months. As a result, the operating cashflow for
the Company is much more consistent than our reported profit. Below is a summary of our operating
cashflow for the business over the last 4 years as reported, and the operating cashflow excluding the net
impact from the cash expenditure relating to our US business and Innovation & Value-Add business i.e.
core Australian business.

Operating Cash Flow for year ending 30 June: 2015 2016 2017 2018
($'000)  ($'000) ($'000) ($'000)

Receipts from customers 77,398 102,810 100,526 111,108
Payments to suppliers and employees (67,056) (82,518) (81,015) (88,330)
Operating cash flow before interest and tax 10,342 20,292 19,511 22,778
Interest paid (3,951) (3,819) (3,687) (3,904)
Tax paid (416) (3) (3) (73)

(4,367) (3,822) (3,690) (3,977)
Operating cash flow (reported) A 5,975 16,470 15,821 18,801

add-back impact of new business units

Operating cash outflow (value-add / by-products) - 699 2,250 3,835
Operating cash outflow (USA business) 2,428 6,560 7,930 8,796
B 2,428 7,259 10,180 12,631

Operating cashflow - core Australian business\ + B 8,403 23,729 26,001 31,432

We are forecasting our FY19 reported operating cashflow to increase.

2 Operating cashflow is the cashflow generated from operating activities and payment of tax and interest.
Operating cashflow excludes items such as capital expenditure, debt repayment, equity raising and dividends.
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Brief explanation of reported profit/cashflow timing

In Australia, olive oil is produced from the annual olive harvest that occurs in the April to June period
each year. The oil is then stored in stainless steel tanks under controlled conditions and generally
maintains its quality and saleability for well over 18 months.

The volume of oil produced each year can vary very substantially due to two key factors, namely:

1. Olive trees naturally have a year with heavy production followed by a year with low production —
2018 was a low year so 2019 is expected to be a high year.
2. Major adverse climatic or agricultural events, such as the frost that impacted the 2018 harvest.

Accounting standards require the oil to be valued at fair value less the anticipated selling costs. With the
harvest only being completed in June each year, most of the oil is still on hand at the 30 June balance
date, and therefore all the profit forecast to be earned from selling the oil is recorded in the year of
harvest, rather than the year of sale which is the next financial year.

The majority of the oil is sold in packaged form to the various customers (mostly supermarket chains).
These customers buy on a very regular basis (often daily) and therefore sales and resulting cash flow
occur regularly during the year and are reasonably predictable. In years where production is low, supply
to customers is maintained by carrying over oil from the previous year, and in some cases, selling some
of the new season’s oil before the end of the financial year. For example, the 2018 harvest, which was
very low due to a natural reduction in production for that year after a high production year in 2017, was
made much worse by the frost. This led to production of only enough oil for approximately 8 months’
supply to our customers. As the frost damage occurred in October 2017, we were able to plan ahead
and carry over oil from the 2017 harvest past 30 June 2018 to partly cover this shortfall in the 2019
financial year. Normally this surplus oil from a high harvest would be sold in bulk but, aware of the frost
damage, the oil was held back. Further, we will be able to sell some of the oil harvested in April to June
2019 to supply those months to help fill the gap.

This example illustrates how the production and profit reporting of the company may be uneven, but the
cash flow is maintained on a steadier basis. Reference to the four-year statement of cash flows set out
earlier in this report, illustrates this pattern of trading.

Future Earnings

Looking forward to 2019, we are anticipating a material improvement in the profitability for the
Australian operations. The key reasons for this are as follows:

1. We expect 2019 to be a natural high production year for the trees. Last year’s frost is not expected
to adversely affect this natural pattern.

2. The age profile of the trees in the groves results in an increasing volume of trees coming into more
mature production levels next year.

3. Price rises of approximately 15% have been obtained from all major customers.

4. Costs are not expected to vary substantially other than water costs which are trending up due to
the drought.

Of course, adverse weather and agricultural events can interfere with these expected strong production
levels, although the price rises and cost base are not impacted by such events to the same degree.
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Forecasting our annual crop and therefore statutory profit in any one year is very difficult and so, in our
view, likely to present a misleading picture of future performance. Our historical production data shows
that predicting average yields over a longer period is more reliable and therefore we are more
comfortable giving a two-year average forecast. With this in mind, we are forecasting our core
Australian business will generate an average EBITDA of around $55 million2 per year over the next two
years FY19 and FY20. This compares like for like with $12.07 million in FY18 and $46.5 million in FY17.
These EBITDA numbers exclude the results from our US business and Innovation/Value-add business.
This growth in forecast EBITDA is predominantly generated by:

1. The increase in yield from our maturing groves, noting 21% of our groves are not producing any oll
(i.e. planted within the last 3 financial years), representing 1,395 hectares of planted groves; and

2. The 15% price increase on the Australian packaged goods products, which started from 1 July
2018.

Again, we must stress that these are forecasts are based on certain assumptions and that the business
is subject to the full range of agricultural risks as well all the normal business risks.

Balance Sheet

As at 30 June 2018, Boundary Bend had net assets of $161.05 million or $2.66 per share and reported
gross assets for the company were $301.25 million. However, it is estimated that it would cost over
$505.22 million* (or approximately $8.34 per share), to replicate the gross assets of the Company.

The drawn bank debt position at 30 June 2018, in Australian dollars, was $78.18 million, leaving an
unused facility limit of $19.0 million. The current facility extends out to October 2020, and the Company
will look to extend the term of the facility within the next 18 months. At 30 June 2018, the gearing level
of Boundary Bend was 30.13%, which compared to 31.81% at 30 June 2017.

Dividend

It is the Board’s intention to pay an unfranked dividend in February 2019. Further details including the
amount, record and payment date will be announced at the AGM on the 26 October 2018. Dividends in
recent years have been unfranked due to the Company utilising carried forward tax losses. These tax
losses are almost fully utilised, accordingly it is possible that after 30 June 2019 dividends may partially
contain some franking credits.

3 Does not includéhe impact of new Acounting Standards effectivie July2018, however the Directors do not
expectthe new Accounting Standards will have a material impact orfohécast
4Management estimate (unaudited), before deducting any debt or other liabilities.
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Company Overview — summary of key activities / divisions

x Cobram Estate: achieved retail sales of $ 78.09 million in 2018 making it the number one selling
retail brand of extra virgin olive oil in Australia by every measure; value (40.1% of market), volume
(30.5% of market) and number of units sold (37.3% of market)®. In the USA the Cobram Estate
brand continues to grow, with packaged goods sales increasing by 137% on prior year sales to
US$1.58M.

X Red Island: achieved retail sales of $15.09M in 2018 making it the number four selling retall
brand of extra virgin olive oil in Australia; value (7.8% of market), volume (7.0% of market) and
number of units sold (6.0% of market)®.

X Marketing and Sales: Boundary Bend is Australia’s largest producer and marketer of Australian
olive oil (producing approximately 65% of Australia’s total production from its owned groves),
supplying branded, private label and bulk Australian olive oil to customers globally. In the USA,
Boundary Bend is the third largest marketer of Californian olive oil.

X Grove Operations: Boundary Bend planted its first groves in 1999. In Australia the group has
developed and now owns and operates 6,575 hectares of irrigated olive groves (of which 31%
are not mature, and 21% have not yet produced a crop). In the USA the group has 272 hectares
of owned and long-term leased land.

x Processing: Boundary Bend owns and operates three large, modern, sophisticated milling
plants. Both the Australian mills are individually in the top 10 in the world for processing capacity.
Boundary Bend owns a smaller mill in the USA.

x Oil Storage: Boundary Bend has approximately 13 million litres of stainless steel storage in
Australia and 2.9 million litres in the USA, all housed in modern sheds. Temperature, light and
oxygen are controlled to ensure the oil is stored to the highest standard possible.

x Bottling: Our Lara facility houses Australia’s largest olive oil filling and packaging business
capable of producing up to 14,400 bottles per hour. The original Lara bottling line is now
operational at our USA facility bottling both branded and private label.

x Technical Advice and Laboratory Services: Advisory services, covering all aspects of the
industry relating to project development, technical advice and applied research. The group also
owns and operates two ISO accredited olive oil laboratories, one located at Lara and the other at
our USA facility.

x Nursery: Our Lara site includes a large scale, specialist olive nursery supplying olive trees to
commercial growers, wholesale, retail nurseries and national chain stores.

X Innovation & Value -Add: A relatively new division tasked with value-adding and
commercialising various olive by-products. This business has sales divisions in both Australia
and the USA.

X Global bulk olive oil business: A business based in the USA that sources, tests and certifies
extra virgin olive oil from 3rd party growers in Europe, South America and Australia for supply to
customers (mostly based in the USA) who are seeking a reliable supply of authentic, high quality
extra virgin olive oil.

5> Aztec IRI Australian Grocery Weighted data for year ended 30 June 2018
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Sales and Marketing Summary

During the past 12 months total company olive oil sales grew by 6.3%.

Company Net Sales
$AUD sales evolution by product/brand
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Source: Company data as at 30 June 2@ ales net of trading terms, discounts and promotions.

This growth is mainly driven by the Cobram Estate brand. Cobram Estate has performed exceptionally
well, achieving sales growth of 13.28%. To obtain growth, whilst substantially decreasing promotional
spend through the retail market, was a significant achievement and highlights the strength of the Cobram
Estate brand in Australia. In another significant win for the business, the Cobram Estate Essentials Range
(Light, Classic, Robust) were stocked nationally in Aldi from July 2017, and during the year the Black
Label Ultra Premium was listed on Wine Selectors (online premium wine distributor). Red Island sales
declined as a result of the switch to plastic bottles. Due to this poor performance, we have moved the
Red Island range back to glass and the brand performance is recovering.
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Australian Sales and Marketing

In the extra virgin olive oil category, Cobram Estate is the clear market leader. The brand now has more
than twice the market share in dollar terms than the second biggest brand of the category, Moro. Red
Island brand is currently ranked fourth®.

Share of Extra Virgin Olive Oil Sales to 30 June 2018
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SourceAztec IRI Grocery Scan data as at 30 June 2018

The brand strength and consumer loyalty Cobram Estate has, is best demonstrated by the fact that the
weighted average price a consumer pays for Cobram Estate (calculated after all discounts and
promotions) is $12.53 per litre compared to the extra virgin olive oil category average at $8.21 per litre®
excluding Cobram Estate.

Marketing & Sponsorships

In line with our objective of growing long-term sustainable baseline sales” we continued to partner with

MasterChef in 2018, with greater in-show use of product, showcasing its versatility and that you can
cook with e xtra virgin_olive oil.

To optimise our media spend and partnerships, we have changed our media buy of both TV commercials
and digital to ensure more visibility on the most popular and watched nights each week, including key
weeks with guest appearances with the likes of Nigella Lawson and Gordon Ramsay. We believe this
strategy will ensure we drive stronger awareness of our brand. The 2018 MasterChef partnership has
included our Essentials Range to be supplied in the ‘staples’ box under the bench rather than the pantry
(see image below). As a result, we have seen a notable increase in the use of our oil during the show.

8 Aztec IRI Australian Groceftyeighted data for year ended 30 June 2018
"Base line sales are full prices sales jot on a promotional price).
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We continued our collaboration with Donna Hay who headlined our Christmas and Easter campaigns by
creating exclusive baking recipes featuring Cobram Estate Ultra Premium Hojiblanca and Picual extra
virgin olive oils. This campaign’s objective was to demonstrate the versatility of product and included a
consumer competition to win lunch in the groves with Donna Hay. This campaign grew the Cobram Estate
email database by 26%.

We also continued our partnership with TV cooking show Everyday Gourmet with Justine Schofield that
airs Mon-Fri on CH10 from 3:30pm-4:00pm. The goal is to target 35-45 year old female grocery buyers
by demonstrating extra virgin olive oil versatility through sponsored in-show cooking segments and then
posting the recipes on their Social Media channels.

New this year was The Cooks Pantry with Matt Sinclair (MasterChef 2016 Runner Up finalist). The
partnership included comprehensive in-show use of product and filming recipe segments at Boundary
Bend Estate.

Educating Consumers
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(May — Jun 2018: MasterChef, Sep 2017 Feb 2018 The Cooks Pantry, Dec 2017 — Apr 2018 Donna Hay in-
show/TVC/Campaign imagery)

Harvest

During the 2018 harvest we hosted over 200 guests at Boundary Bend Estate. These guests included
media personalities, nutritionists, dietitians, other healthcare professionals, chefs, top 24 2017
MasterChef contestants, trade partners and bloggers/influencers in the food, health and fithess spaces,
with a combined social media following of over 3.1 million. The harvest events began with a dedicated
Shareholders’ Day, where 90 shareholders were the first to see the harvest in action. Thanks to those of
you who made the trip out!

For the first time we also welcomed two of our key ambassadors, Dr Joanna McMillan (Australian
Dietitian) and Dr Mary Flynn (Research Dietitian at the Miriam Hospital & Associate Professor of Medicine
at Brown University), to host a day each. Special guests within their industries were invited to hear Joanna
and Mary speak in-depth about the health benefits of extra virgin olive oil. Other firsts this year included
hosting 22 members of the local Mildura Government; Donna Hay and her team hosting a day and cooking

-11-
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for 8 competition winners; and a BeyondBlue charity day with Boundary Bend locals that resulted in

$2,900 being raised for the charity. The harvest event days included an educational tour of the groves,

harvesters, milling, oil tasting and a delicious meal showcasing our Australian extra virgin olive oils
prepared by our Chef-at-large, Kevin O’Connor.

(May 2018: Guests of Harvest)
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