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13 October 2017

Court approves convening of Scheme Meeting for 15 November 2017

Pepper Group Limited (“Pepper”) announces that the Australian Securities and
Investments Commission has registered the Scheme Booklet in relation to the proposed
acquisition of all of Pepper’s shares® by Red Hot Australia Bidco Pty Ltd (“Bidco”) by way
of scheme of arrangement (“Scheme”). As announced on 10 August 20172 and 25
September 2017, Bidco is an entity owned by certain funds, clients or accounts managed
or advised by KKR Credit Advisors (US) LLC or its affiliates (“KKR Credit”).

Yesterday, the Federal Court of Australia approved the convening of a meeting of Pepper
shareholders (“Scheme Meeting”) to consider and vote on the Scheme, and approved the
despatch of the Scheme Booklet to Pepper shareholders.

The Scheme Meeting will be held shortly after 10:00am on Wednesday, 15 November
2017 at Christie Offices, 100 Walker Street, North Sydney, NSW (immediately following
the conclusion of a general meeting of Pepper Shareholders scheduled for 10:00am on
that date at the same venue to consider and vote on proposed changes to Pepper's
Constitution (“General Meeting”)).

A copy of the Scheme Booklet, which includes an Independent Expert's Report and
notices of the General Meeting and Scheme Meeting, is attached to this announcement.

Next Steps

Pepper shareholders should consider the Scheme Booklet before deciding how to vote at
the General Meeting and Scheme Meeting.

Subject to shareholder and court approval and the other conditions of the Scheme being
satisfied, the Scheme is expected to be implemented in December 2017.

Pepper is being advised by Citigroup and Jones Day. The Independent Board Committee
is being advised by Highbury Partnership and Herbert Smith Freehills.

ENDS
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Analysts / Investors Media
Melinda Hofman Tim Allerton
Corporate Affairs Manager City Public Relations
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! Except those subject to the Retention Option
2 See Pepper’s announcement of the Scheme dated 10 August 2017 (the “Scheme Announcement”).
Capitalised terms that are not defined herein have the meaning given to them in the Scheme Announcement
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About Pepper Group Limited

Pepper Group offers a unique, diversified, global portfolio of financial services including
Lending, Advisory and Asset Servicing across the residential and commercial property
sectors - as well as in consumer, auto and equipment finance.

As a people focused lender, Pepper specialises in flexible loan solutions based on
individual credit assessment. It enables us to support many borrowers who fall outside the
credit criteria of the major banks. As a third party servicer, we administer loan books on
behalf of other banks and financial institutions — when they don’t have the capacity. We
step in, using our own processes or expertise to administer loan payments or manage the
arrears and recovery process.

Pepper is a global leader in alternative solutions with over 600,000 customers worldwide
and $53.3 billion in assets under management as at 30 June 2017 — comprising $8.0
billion in lending assets and a servicing portfolio of $45.3 billion.
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Pepper Group Limited ABN 55 094 317 665

For a scheme of arrangement between Pepper Group Limited and its shareholders in
relation to the proposed acquisition by Red Hot Australia Bidco Pty Limited, an entity

indirectly owned by certain funds, clients or accounts managed or advised by KKR Credit
Advisors (US) LLC or its affiliates.

Your Directors unanimously recommend that you APPROVE THE SCHEME BY VOTING IN
FAVOUR OF THE RESOLUTIONS, in the absence of a Superior Proposal and subject to the

Independent Expert maintaining its conclusion that the Scheme is in the best interests of
Pepper Shareholders.
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Financial Adviser Financial Adviser to
the Independent Board Committee
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Legal Adviser Legal Adviser to

the Independent Board Committee

This is an important document and requires your immediate attention.
You should read it in its entirety before you decide whether or not to approve the Scheme
by voting in favour of the Resolutions.
If you are in doubt as to what you should do, you should consult your legal,
financial, tax or other professional adviser

Pepper Group Limited ABN 55 094 317 665



Contents

CONTENTS 1
IMPORTANT NOTICES 2
IMPORTANT DATES 5
LETTER FROM THE CHAIRMAN OF PEPPER 6
SCHEME OVERVIEW 11
WHAT YOU SHOULD DO 13
REASONS TO APPROVE THE SCHEME BY VOTING IN FAVOUR OF THE RESOLUTIONS 16
REASONS WHY YOU MAY NOT APPROVE THE SCHEME 20
POTENTIAL REASONS TO ELECT TO RECEIVE THE EQUITY ALTERNATIVE 22
POTENTIAL REASONS NOT TO ELECT TO RECEIVE THE EQUITY ALTERNATIVE 24
1 FREQUENTLY ASKED QUESTIONS 26
2 SUMMARY OF THE SCHEME 44
3 PROFILE OF PEPPER 63
4 PROFILE OF BIDCO AND HOLDCO 73
5 RISK FACTORS 96
6 ADDITIONAL INFORMATION CONCERNING THE SCHEME 108
7 GLOSSARY 126
ANNEXURE A - TAX ADVISER’S REPORT 148
ANNEXURE B - INDEPENDENT EXPERT’S REPORT 162
ANNEXURE C - SCHEME OF ARRANGEMENT 308
ANNEXURE D - DEED POLL 336
ANNEXURE E - NOTICE OF SCHEME MEETING 348
ANNEXURE F - NOTICE OF GENERAL MEETING 349
CORPORATE DIRECTORY 352

Shareholder Information Line ;
This Scheme Booklet
Pepper has established a Shareholder Information

Line which Pepper Shareholders should call if they contains important

have any questions in relation to the Scheme. information abOUt the

The telephong nqmber for the Share.hclnlder _ SCheme and |t W||| help you
Information Line is 1300 618 051 (within Australia) : -

or +61 3 9415 4003 (outside Australia). The make an informed decision

Shareholder Information Line is open Monday to

Friday from 9:00am to 5:00pm (Sydney time). about how to vote.

PEPPER GROUP | /I
SCHEME BOOKLET



Important notices

This Scheme Booklet contains important
information

This Scheme Booklet includes the explanatory
statement required to be sent to Pepper Shareholders
under Part 5.1 of the Corporations Act in relation to the
Scheme.

The purpose of this Scheme Booklet is to explain the
terms of the Scheme and the manner in which the
Scheme will be considered and implemented (if
approved by the Requisite Majority of Pepper
Shareholders and by the Court) and to provide
information as prescribed or which is otherwise
material to the decision of Pepper Shareholders
whether or not to approve the Scheme by voting in
favour of the Resolutions. This document includes the
explanatory statement for the Scheme required by
section 412(1) of the Corporations Act.

You should read this document in its entirety before
making a decision as to how to vote. You should also
consult your legal, financial, tax or other professional
adviser.

Status of Scheme Booklet

This Scheme Booklet is not a disclosure document
required by Chapter 6D of the Corporations Act.
Section 708(17) of the Corporations Act provides that
an offer of securities does not need disclosure to
investors under Part 6D.2 of the Corporations Act if it is
made under a compromise or arrangement under Part
5.1 of the Corporations Act approved at a meeting held
as a result of an order under section 411(1). Instead,
Pepper Shareholders asked to vote on an arrangement
at such a meeting must be provided with an
explanatory statement as referred to above.

Responsibility for information

The Pepper Information has been prepared by Pepper
and is the responsibility of Pepper. None of the Bidco
Group Members, nor any of their directors, officers or
advisers assume any responsibility for the accuracy or
completeness of the Pepper Information.

The Bidco Information has been prepared by Bidco
and is the responsibility of Bidco. Neither Pepper nor
any of its Subsidiaries, Directors, its officers or
advisers assume any responsibility for the accuracy or
completeness of the Bidco Information.

PricewaterhouseCoopers (PwC) has prepared the Tax
Adviser’'s Report (as set out in Annexure A to this
Scheme Booklet) in relation to the Scheme and takes
responsibility for that report. None of Pepper, its
Subsidiaries, Directors, officers, employees or
advisers, nor the Bidco Group Members and their
respective officers, employees or advisers assume any
responsibility for the accuracy or completeness of the
information contained in the Tax Adviser's Report.
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Grant Samuel & Associates Pty Limited (Grant
Samuel) has prepared the Independent Expert’s
Report in relation to the Scheme contained in
Annexure B and takes responsibility for that report.
None of Pepper, its Subsidiaries, Directors, officers,
employees or advisers, nor the Bidco Group Members
and their respective officers, employees or advisers
assume any responsibility for the accuracy or
completeness of the information contained in the
Independent Expert’s Report, except in the case of
Pepper in relation to the information it has provided to
Grant Samuel.

ASIC and ASX involvement

A copy of this Scheme Booklet has been reviewed by
ASIC for the purposes of section 411(2) of the
Corporations Act. ASIC has been requested to provide
a statement, in accordance with section 411(17)(b) of
the Corporations Act, that ASIC has no objection to the
Scheme. ASIC’s policy in relation to statements under
section 411(17)(b) of the Corporations Act is that it will
not provide such a statement until the Second Court
Date. This is because ASIC will not be in a position to
advise the Court until it has had an opportunity to
observe the entire Scheme process. If ASIC provides
that statement, it will be produced to the Court on the
Second Court Date.

A copy of this Scheme Booklet has been lodged with
ASX and registered by ASIC pursuant to section
412(6) of the Corporations Act.

Neither ASIC nor ASX nor any of their respective
officers take any responsibility for the contents of this
Scheme Booklet.

Forward looking statements

Certain statements in this Scheme Booklet relate to the
future. These statements involve known and unknown
risks, uncertainties and other important factors that
could cause the actual results, performance or
achievements to be materially different from expected
future results, performance or achievements expressed
or implied by those statements. These statements
reflect only views held as at the date of this Scheme
Booklet. Additionally, statements of intention in this
Scheme Booklet reflect present intentions as at the
date of this document and may be subject to change.

Other than as required by law, none of Pepper, its
Directors or officers, KKR, the Bidco Group Members,
nor any of their respective Affiliates, directors or
officers, nor any other person gives any representation,
assurance or guarantee that the events expressed or
implied in any forward looking statements in this
Scheme Booklet will actually occur and you are
cautioned not to place undue reliance on any forward
looking statement.

Subject to any continuing obligations under law or the
ASX Listing Rules, Pepper and the Directors disclaim
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any obligation or undertaking to disseminate after the
date of this Scheme Booklet any updates or revisions
to any forward looking statements to reflect any
change in expectations in relation to those statements
or change in events, conditions or circumstances on
which a statement is based.

Investment advice

The information contained in this Scheme Booklet does
not constitute financial product advice. In preparing
this Scheme Booklet, Pepper has not taken into
account the objectives, financial situation or needs of
individual Pepper Shareholders. It is important that
you consider the information in this Scheme Booklet in
light of your particular circumstances. You should also
consult your legal, financial, tax or other professional
adviser.

Important notice associated with Court order under
section 411(1) of the Corporations Act

The fact that under section 411(1) of the Corporations
Act the Court has ordered that a meeting be convened
and has approved the explanatory statement required
to accompany the notice of the meeting does not mean
that the Court:

(a) has formed any view as to the merits of the
proposed Scheme or as to how Pepper
Shareholders should vote (on this matter Pepper
Shareholders must reach their own decision); or

(b) has prepared, or is responsible for the content of,
the explanatory statement.

The order of the Court that the Scheme Meeting be
convened is not, and should not be treated as, an
endorsement by the Court of, or any other expression
of opinion by the Court on, the Scheme.

Notice of Meetings

The Notice of Scheme Meeting is set out in
Annexure E.

The Notice of General Meeting (at which Pepper
Shareholders will be asked to approve the Constitution
Amendment Resolution) is set out in Annexure F.

Notice of Second Court Hearing

At the Second Court Hearing, the Court will consider
whether to approve the Scheme following the vote at
the Scheme Meeting.

Any Pepper Shareholder may appear at the Second
Court Hearing expected to be held at 4.15pm on
Monday, 20 November 2017 at the Federal Court of
Australia Law Courts Building, Queens Square,
Sydney.

Shareholders outside Australia

This Scheme Booklet is subject to Australian
disclosure requirements.

The release, publication or distribution of this Scheme
Booklet in jurisdictions other than Australia may be
restricted by law or regulation in those jurisdictions and
persons who come into possession of it should seek
advice on and observe any restrictions. Any failure to
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comply with those restrictions may constitute a
violation of applicable laws or regulations.

This Scheme Booklet has been prepared solely in
accordance with Australian law and the information
contained in this Scheme Booklet may not be the same
as that which would have been disclosed if this
Scheme Booklet had been prepared in accordance
with the laws and regulations of a jurisdiction outside of
Australia.

A Scheme Shareholder whose address shown in the
Register is a place outside Australia or New Zealand
as at the Scheme Record Date will be an Ineligible
Foreign Shareholder unless Pepper and Bidco agree
otherwise in writing.

If you are an Ineligible Foreign Shareholder, you will
not receive the Equity Alternative. If you elect to
receive either the Scrip Option or the Retention Option,
your election will be invalid and have no effect, and you
will receive the Cash Payments for all of your Pepper
Shares.

Important notice to Pepper Shareholders in the
United States

The Holdco Shares to be issued pursuant to the
Scheme have not been, and will not be, registered
under the U.S. Securities Act of 1933 (the Securities
Act), or the securities laws of any other jurisdiction, and
may not be offered or sold in the U.S. or to “U.S.
Persons” (as defined in Regulation S under the
Securities Act) unless the securities are registered
under the Securities Act or an exemption from the
registration requirements of the Securities Act is
available. The Holdco Shares issued pursuant to the
Scheme will be issued in reliance on the exemption
from the registration requirements of the Securities Act
provided by Section 3(a)(10) thereof.

For the purpose of qualifying for the exemption
provided by Section 3(a)(10) of the Securities Act,
Holdco will advise the Court that its making of an order
approving the Scheme will be relied on by Holdco as
an approval of the Scheme, following hearings on its
fairness to Pepper shareholders, at which court
hearings all Pepper Shareholders are entitled to attend
in person or through counsel to support or oppose the
making of an order approving the Scheme and with
respect to which notification has been given to all
Pepper shareholders.

U.S. Pepper Shareholders should note that the offer of
Holdco Shares is made in respect of shares of an
Australian company in accordance with the laws of
Australia. The Scheme is subject to disclosure
requirements of Australia that are different from those
of the United States. For example, certain financial
statements included in this Scheme Booklet have been
prepared in accordance with Australian Accounting
Standards and/or IFRS and may not be comparable to
the financial statements of U.S. companies. Australian
companies must comply with Australian Accounting
Standards, which contain Australian equivalents to
IFRS. There are differences between Australian
Accounting Standards and U.S. generally accepted

| 3



accounting principles that may be material to such
financial information.

It may be difficult for you to enforce your rights and any
claim you may have arising under U.S. federal securities
laws, since Pepper and Holdco are located in Australia
and many of their respective officers and directors are
residents of Australia. You may not be able to sue Pepper
or Holdco or their respective officers or directors in
Australia for violations of the U.S. securities laws. It may
be difficult to compel Pepper or Holdco and its affiliates to
subject themselves to a U.S. court’s jurisdiction.

This Scheme Booklet has not been filed with or reviewed
by the U.S. Securities and Exchange Commission or any
state securities authority and none of them has passed
upon or endorsed the merits of the Scheme or the
accuracy, adequacy or completeness of this Scheme
Booklet. Any representation to the contrary is a criminal
offence.

The Holdco Shares to be issued pursuant to the Scheme
to a Pepper Shareholder who is neither an affiliate, for the
purposes of the Securities Act, of Pepper on or prior to the
Effective Date nor an affiliate of Holdco after the Effective
Date may be resold without restriction under the
Securities Act (subject to the terms of the Shareholders
Deed). Pepper Shareholders who are affiliates of Pepper
on or prior to the Effective Date or affiliates of Holdco after
the Effective Date will be subject to certain restrictions
under the Securities Act on the resale of any Scrip Option
received by them pursuant to the Scheme. For the
purposes of the Securities Act, an affiliate of either Pepper
or Holdco is any person who directly or indirectly controls,
or is controlled by, or is under common control with a
Pepper or Holdco entity. Whether a person is an affiliate
of either Pepper or Holdco for the purposes of the
Securities Act depends on the circumstances, but
affiliates generally include officers, directors and
significant shareholders. Persons who believe that they
may be affiliates of either Pepper, or after the Effective
Date, Holdco, should consult their own legal advisers prior
to any sale of the Holdco Shares received upon the
implementation of the Scheme.

Tax implications of the Scheme

If the Scheme becomes Effective and is implemented,
there will be tax consequences for Scheme Shareholders
which may include tax being payable on any gain on
disposal of Pepper Shares and in respect of the Special
Dividend.

For further detail regarding the general Australian tax
consequences of the Scheme and the Special Dividend
for certain Pepper Shareholders, refer to the Tax
Adviser’'s Report set out in Annexure A of this Scheme
Booklet. The tax consequences of the Scheme and the
Special Dividend may vary depending on the nature and
characteristics of each Pepper Shareholder and their
specific circumstances including whether they are tax
resident in a jurisdiction other than Australia. Accordingly,
Pepper Shareholders should seek professional tax advice
on the consequences of the Scheme and the Special
Dividend in relation to their particular circumstances.

Privacy

Pepper, Bidco Group Members and the Pepper Registry
may collect personal information in the process of
implementing the Scheme. This information may include
the names, contact details and security holdings of

PEPPER GROUP
SCHEME BOOKLET

Pepper Shareholders and the names of persons
appointed by a Pepper Shareholder to act as proxy,
attorney or corporate representative of the Pepper
Shareholder at the Meetings. The collection of some of
this information is required or authorised by the
Corporations Act.

The primary purpose of collecting this information is to
assist Pepper and Bidco Group Members to conduct the
Meetings and to implement the Scheme. Personal
information of the type described above may be disclosed
to the Pepper Registry, print and mail service providers,
authorised securities brokers and Related Bodies
Corporate of Pepper and each Bidco Group Member.

Pepper Shareholders have certain rights to access
personal information that has been collected. They
should contact the Pepper Registry in the first instance, if
they wish to access their personal information.

Pepper Shareholders who appoint a named person to act
as their proxy, attorney or corporate representative should
ensure that they inform that person of these matters.

Interpretation

Capitalised terms used in this Scheme Booklet are
defined in the Glossary.

A reference to a Section or Annexure is a reference to a
section of, or annexure to, this Scheme Booklet, unless
otherwise stated.

Some of the documents reproduced in the annexures to
this Scheme Booklet have their own defined terms, which
are sometimes different from those in the Glossary.

Any diagrams, charts, graphs and tables appearing in this
Scheme Booklet are illustrative only and may not be
drawn to scale. Unless otherwise stated, all data
contained in charts, graphs and tables is based on
information available at the date of this document. A
number of figures, amounts, percentages, prices,
estimates, calculations of value and fractions in this
Scheme Booklet are subject to the effect of rounding.
Accordingly, their actual calculation may differ from the
calculations in this Scheme Booklet.

The financial amounts in this Scheme Booklet are
expressed in Australian currency unless otherwise stated.
A reference to $, A$ and AUD and cents is to Australian
currency, unless otherwise stated. A reference to US$
and USD is to the currency of the United States of
America.

All times referred to in this Scheme Booklet are
references to times in Sydney, Australia, unless otherwise
stated.

Pepper’s website

The content of Pepper’s website does not form part of this
Scheme Booklet and Pepper Shareholders should not rely
on that content.

Date
This Scheme Booklet is dated 13 October 2017.
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Important dates

Date Event

Thursday, 9 November Election Date

2_017 at 5.00pm (Sydney Latest time and date for Eligible Pepper Shareholders to make an election for

time) either the Scrip Option or the Retention Option (in either case, subject to scale
back)

Friday, 10 November Expected ASX announcement of election results, including whether any scale

2017 back may apply (on an indicative basis only as the final amount of any scale
back will not be known until after the Scheme Record Date)

Monday, 13 November Latest time and date for receipt of Proxy Forms for the Meetings

2017 at 10.00am (Sydney

time)

Monday, 13 November Meeting Record Date for determining eligibility to vote at the Meetings

2017 at 7.00pm (Sydney

time)

Wednesday, 15 The General Meeting and the Scheme Meeting to be held at Christie Offices,

November 2017 at 100 Walker Street, North Sydney (with the Scheme Meeting to be held

10.00am (Sydney time) immediately following the conclusion of the General Meeting)

If the Resolutions are approved by the Requisite Majorities of Pepper Shareholders at the Meetings

Monday, 20 November Second Court Date for approval of the Scheme
2017 at 4.15pm (Sydney
time)
Tuesday, 21 November Effective Date
2017 Court order is lodged with ASIC and Scheme takes effect
Last day of trading in Pepper Shares on the ASX
Thursday, 23 November Special Dividend Record Date'
2017 at 7.00pm (Sydney Record date for determining entitlement to Special Dividend
time)
Monday, 27 November Scheme Record Date
2017 at 7.00pm (Sydney Record date for determining entitlement to Scheme Consideration
time)
Tuesday, 28 November Expected ASX announcement of final election results, including whether any
2017 scale back applies
Monday, 4 December Implementation Date and Special Dividend Payment Date
2017

Date of payment of the Special Dividend
Payment of the Cash Consideration (by either cheque or electronic funds
transfer to the nominated bank accounts)

Issue of Holdco Shares to Eligible Pepper Shareholders who have made a valid
election to receive the Scrip Option (subject to any scale back)

Note: all dates stated above or throughout this Scheme Booklet are indicative only and (among other things) are subject to
all necessary approvals from the Court. Any changes to the above timetable (which may include an earlier or later date
for the Second Court Date) will be announced through ASX and notified on Pepper’s website (www.pepper.com.au).

' See Section 2.4 for information regarding the Special Dividend and circumstances in which it may be paid.
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Letter from the Chairman of Pepper

13 October 2017

Dear Pepper Shareholder,

| am pleased to provide you with this Scheme Booklet in relation to a proposal by Red Hot Australia Bidco Pty
Limited (Bidco), an entity indirectly owned by certain funds, clients or accounts managed or advised by KKR
Credit Advisors (US) LLC or its affiliates (KKR Credit), to acquire all of the Pepper Shares? by way of scheme
of arrangement (referred to in this Scheme Booklet as the Scheme).

Overview

On 10 August 2017, Pepper announced that it had entered into a Scheme Implementation Deed with Bidco in
relation to the Scheme. This followed Pepper’s initial announcement of KKR Credit’s non-binding, conditional
and incomplete proposal on 5 July 2017. On 25 September 2017, Pepper announced the receipt of an
improved proposal from KKR Credit and that it had entered into an amending deed with Bidco to give effect to
the improved proposal in relation to the Scheme.

If the Scheme is approved and implemented, Pepper Shareholders (other than those who make a valid
election for the Equity Alternative described below) will receive cash payments equal to $3.70 per Pepper
Share (Cash Payments) in respect of all of their Pepper Shares, comprising:

. the Cash Consideration of $3.60 for each Pepper Share they hold as at the Scheme Record Date;
and
. a fully franked Special Dividend of 10 cents for each Pepper Share they hold as at the Special

Dividend Record Date.

As an alternative to receiving the Cash Payments in respect of all of their Pepper Shares, Eligible Pepper
Shareholders may (subject to the conditions described below) elect to receive the Equity Alternative with
respect to all of their Pepper Shares. Under the Equity Alternative, Eligible Pepper Shareholders may elect
either:

. to receive one share in Red Hot Australia Holdco Pty Limited (Holdco), which is the owner of 100% of
the shares in Bidco, for each Pepper Share they hold as at the Scheme Record Date (Scrip Option);
or

. to retain all of the Pepper Shares they hold as at the Scheme Record Date (Retained Pepper

Shares) (Retention Option). Under the Retention Option, Bidco may compulsorily acquire the
Retained Pepper Shares at any time in the 3 year period from the Implementation Date for a cash
amount per Retained Pepper Share equal to the then fair market value of a Holdco Share.

Ineligible Foreign Shareholders (being those Scheme Shareholders with an address shown in the Pepper
Registry (as at the Scheme Record Date) that is outside Australia or New Zealand) will not be entitled to elect
to receive the Equity Alternative® (please refer to the heading ‘Equity Alternative’ in this letter, and also page
14 and Section 2.11 for more information).

Any election for the Equity Alternative may be subject to a scale back as described in Section 2.5. Pepper
Shareholders who make a valid election for the Equity Alternative will not receive the Special Dividend unless
there is a scale back, in which case they will receive the Special Dividend in respect of those Pepper Shares
they held as at the Special Dividend Record Date which will be, or will be deemed to be, exchanged for the
Cash Consideration under the Scheme.

Payment of the Special Dividend is subject to the Scheme becoming Effective, Pepper Shareholders
approving at the General Meeting certain amendments to the Pepper Constitution to enable the Special
Dividend to be paid and the Pepper Board declaring or determining the Special Dividend.

2 Except the Retained Pepper Shares the subject of the Retention Option.

Unless Pepper and Bidco agree in writing that it is lawful and not unduly onerous or impracticable to issue Holdco
Shares to that Scheme Shareholder if the Scheme Shareholder elects the Equity Alternative.

3
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As a separate matter, Pepper paid a fully franked interim dividend for the half-year ended 30 June 2017 of
3 cents cash per Pepper Share on 5 October 2017 (Interim Dividend). The Scheme Consideration will not be
reduced by the Interim Dividend.

Directors’ recommendation and voting intentions

Your Directors have carefully considered KKR Credit’s proposal (including the improvement to that proposal,
as announced to ASX on 25 September 2017) and unanimously recommend that Pepper Shareholders
approve the Scheme by voting in favour of the Resolutions. Each Director intends to vote in favour of the
Resolutions in respect of all Pepper Shares they own or control. As at the date of this Scheme Booklet, your
Directors hold or control in aggregate approximately 34.2% of all Pepper Shares on issue”.

The Directors’ recommendation and voting intentions as set out above are subject to no Superior Proposal
emerging and the Independent Expert maintaining its conclusion that the Scheme is in the best interests of
Pepper Shareholders.

Independent Expert’s conclusion

The Pepper Board commissioned Grant Samuel to prepare an Independent Expert’'s Report for the Scheme.
The Independent Expert has assessed the value of a Pepper Share to be between $3.52 and $4.02 and
concluded that the Scheme is fair and reasonable and, therefore, is in the best interests of Pepper
Shareholders, in the absence of a Superior Proposal. The Independent Expert’'s Report is included in
Annexure B of this Scheme Booklet and | strongly encourage you to read it.

Independent Board Committee

An Independent Board Committee (IBC) (comprising Melanie Willis (Chair), Matthew Burlage and Des
O’Shea) was established to consider the Scheme and, if applicable, will consider any Competing Proposal,
subject to the exclusivity restrictions applicable to Pepper in relation to alternative proposals in the Scheme
Implementation Deed (see Section 6.3(b)(iv) for details).

Pepper undertook an extensive process managed by Citi to maximise shareholder value and evaluated
numerous alternatives and proposals from a range of potential local and global players. Potential bidders were
offered the opportunity to undertake limited due diligence to firm up their respective offers. These offers were
evaluated across a number of criteria, as well as comparison to status quo (taking into account future capital
requirements) and KKR Credit’s offer was selected on the basis of it delivering the highest cash payment to
Pepper Shareholders.

The IBC engaged its own financial and legal advisers to assist it with its review of the various transaction
proposals that had been received, and to assist the IBC oversee the negotiation of transaction terms with KKR
Credit.

Cash Payments

The Cash Payments of $3.70 per Pepper Share to each Pepper Shareholder receiving the Cash
Consideration in respect of any Pepper Shares they hold (either because they have not made a valid election
for the Equity Alternative, or because of the operation of the scale backs as described in Section 2.5) provide
those Pepper Shareholders with an opportunity to realise immediate and certain value for their Pepper Shares
at a significant premium to Pepper’s trading prices prior to 26 May 2017, being the trading day prior to
speculation in the media that Pepper may be the subject of a change of control transaction.

The Cash Payments of $3.70 per Pepper Share value Pepper's fully diluted equity5 at approximately $697.0
million and