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Directors’ report

Your Directors present their report on the consolidated group (the Group) consisting of Southern Sun Clinics Pty
Ltd (the Company) and the entities it controlled at the end of, or during, the 52 week period ended 24 June 2018
(the year ended 24 June 2018).

Directors

The following persons held office as Directors of Southern Sun Clinics Pty Ltd during the financial year and up to
the date of this report, unless otherwise noted:

Michael Alscher

Glenn Haifer

lan Katz

Daren McKennay (appointed 25 September 2017)
Paul Richard (appointed 30 November 2017)
Ciaron Murphy (appointed 30 November 2017)
Victor Taslim (appointed 9 April 2018)

Timothy Martin (resigned 25 September 2017)
Paul Mirabelle (resigned 30 November 2017)

Principal activities

During the year, the principal continuing activities of the Group consisted of providing skin cancer diagnostics,
treatment and prevention services. There was no significant change in the nature of the activity of the Group
during the year.

Dividends - Southern Sun Clinics Pty Ltd
Dividends paid to members during the financial year were as follows:

2018 2017

Final ordinary dividend . -

Review of operations

The loss from ordinary activities after income tax amounted to ($996,830) (2017 loss: $12,751,085).
Significant changes in the state of affairs

There have been no significant changes in the state of affairs of the Group during the year.

Events since the end of the financial year

There have been no significant events since the end of the financial year.

Likely developments and expected results of operations

Further information on likely developments in the operations of the Group and the expected results of operations
have not been included in this special purpose financial report because the Directors believe it would be likely to
result in unreasonable prejudice to the Group.

Environmental regulation

The Group is not affected by any significant environmental regulation in respect of its operations.
Insurance of officers and indemnities

(a) Insurance of officers

During the financial year, Southern Sun Clinics Pty Ltd insured the Directors and Officers of the Company and its
Australian-based controlled entities to the limit of $5.0 million (2017: $5.0 million).
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Directors' report

Insurance of officers and indemnities (continued)
(b) Indemnity of auditors

Southermn Sun Clinics Pty Ltd has agreed to indemnify their auditors, PricewaterhouseCoopers, to the extent
permitted by law, against any claim by a third party arising from Southern Sun Clinics Pty Ltd's breach of their
agreement. The indemnity stipulates that Southern Sun Clinics Pty Ltd will meet the full amount of any such
liabilities including a reasonable amount of legal costs.

This report is made in accordance with a resolution of Directors.
\

aren McKennay
Director

Sydney

B/, OQedobe~ 20/8
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These financial statements are the consolidated financial statements for the Group consisting of Southern Sun
Clinics Pty Ltd and the entities it controls. The financial statements are presented in the Australian currency.

Southern Sun Clinics Pty Lid is a company limited by shares, incorporated and domiciled in Australia. Its
registered office and principal place of business is:

Southern Sun Clinics Pty Ltd
Unit 18, 7 Sefton Road
Thornleigh

NSW 22120

A description of the nature of the consolidated entity's operations and its principal activities is included in the
directors' report on page 1, which is not part of these financial statements.

The financial statements were authorised for issue by the Directors on 3\ e TOBER. | The Directors have the
power to amend and reissue the financial statements. 20t
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Consolidated statement of comprehensive income

Notes

Revenue from continuing operations 1
Otherincome 2(a)
Pathologist expenses

Employee benefits expense

Acquisition transaction expenses

Administration, consultancy, governance, marketing

and other professional services expenses

Depreciation and amortisation 2(b)
Intangible impairment expense 4(b)
Medical supplies

Occupancy expenses

Other expenses

Shared based payment credit/ (expense)

Finance expenses

Loss before income tax

Income tax benefit

Loss for the year

Other comprehensive income for the year, net of
tax

Total comprehensive loss for the year
(Loss)/profitis attributable to:

Owners of Southern Sun Clinics Pty Ltd
Non-controlling interests

Total comprehensive (loss)/income for the year is
attributable to:

Owners of Southern Sun Clinics Pty Lid
Non-controlling interests

52 weeks ending 52 weeks ending

24 June 2018 25 June 2017
$ $
19,672,020 17,710,436
190,489 6,111
(2,411,757) (2,317,632)
(8,501,049) (8,846,666)
(180,047) (619,260)
(3,080,793) (3,684,247)
(1,453,519) (1,984,543)
- (8,913,287)
(1,621,507) (1,442,329)
(2,844,169) (2,657,674)
(813,334) (1,063,155)
60,458 (96,363)
(138,733) (136,377)
(1,121,941) (14,044,987)
125,111 1,293,902
(996,830) (12,751,085)
(996,830) (12,751,085)
(1,163,974) (12,893,120)
167,144 142,035
(996,830) (12,751,085)
(1,163,974) (12,893,120)
167,144 142,035
(996,830) (12,751,085)

The above consolidated statement of comprehensive income should be read in conjunction with the

accompanying notes.

Southern Sun Clinics Pty Ltd
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Consolidated statement of financial position

ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Total current assets
Non-current assets
Deposits

Property, plant and equipment
Intangible assets

Total non-current assets
Total assets

LIABILITIES

Current liabilities

Trade and other payables
Borrowings
Current tax liabilities
Deferred payments
Employee benefit obligations - current
Total current liabilities
Non-current liabilities
Deferred taxliabilities
Deferred payments
Employee benefit obligations - non current
Total non-current liabilities
Total liabilities

Net assets

EQUITY

Share capital

Convertible loan notes
Other reserves
Accumulated losses
Non-controlling interests

Total equity

Notes

3(b)
3(a)
4(d)

3(a)
4(a)
4(b)

4(f)
4(e)

4(c)

4(f)
4(e)

5(a)
5(b)
5(c)
5(d)

24 June 2018 25 June 2017
$ $

1,024,732 391,606
1,705,602 1,437,022
292,484 268,578
3,022,818 2,097,206
25,318 157,401
2,844,904 3,619,797
189,122 -
3,059,344 3,777,198
6,082,162 5,874,404
3,400,952 2,646,584
261,652 500,000

- 311,340

111,765 879,163
265,618 291,840
4,039,987 4,628,927
44,891 -
72,440 125,662
125,545 139,216
242,876 264,878
4,282,863 4,893,805
1,799,299 980,599
22,657,137 22,657,137
12,123,794 10,133,009
(14,838,426) (14,777.,968)
(18,403,641) (17,239,667)
260,435 208,088
1,799,299 980,599

The above consolidated statement of financial position should be read in conjunction with the accompanying

notes.

Southern Sun Clinics Pty Ltd
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Consolidated statement of changes in equity

Balance at 26 June 2016

(Loss)/profit for the year

Transactions with owners
in their capacity as
owners:

Distributions to non-controlling
interests

Purchase of residual non-
controlling Interest

Issue of Convertible Loan
Notes

Share schemes - employee
share scheme and clinic
tracking shares

Balance at 25 June 2017

(Loss)profit for the year

Transactions with owners
in their capacity as
owners:

Distributions to non-controliing
interests

Issue of Convertible Loan
Notes

Share schemes - employee
share scheme and clinic
fracking shares

Balance at 24 June 2018

Notes

Attributable to the owners of

Southern Sun Clinics Pty Ltd

Share Convertible Accumulated Non-‘ .
. Total controlling  Total equity
capital Loan Notes )
interests
$ $ $ $ $
22,657,137 - (4319,605) 3,463,201 255,475 3,718,676
- (12,893,120) (12,893,120) 142,035 (12,751,085)
- - - (173,138) {173,138)
- - (26,942) (26,942) (16,284) (43,226)
- 10,133,009 - 10,133,009 - 10,133,009
- 96,363 - 96,363
22657137 10,133,009 (17.230667) 772511 208088 980,509
- (1,163,974)  (1,163,974) 167,144 (996,830)
- - (114,797) (114,797)
- 1,890,785 - 1,990,785 1,990,785
. (60,458) - (60,458)
22,657,137 12,123,794 (18,403,641) 1,538,864 260,435 1,799,299

The above consolidated statement of changes in equity should be read in conjunction with the accompanying

notes.
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Consolidated statement of cash flows

Cash flows from operating activities
Receipts from customers (inclusive of GST)

Payments to suppliers and employees (inclusive of GST)

Income tax paid
Interest and other income received

Net cash inflow/ (outflow) from operating activities

Cash flows from investing activities

Proceeds from disposal of clinic trade and assets

Payments for acquisition of clinic trade & assets, net of cash acquired

Payment of deferred remuneration from prior acquisitions
Payments for acquisition of residual non-controlling interest
Payments for property, plant and equipment

Net cash outflow from investing activities

Cash flows from financing activities

Issue of Convertible Loan Notes
Distributions paid to non-confrolling interests
Proceeds from borrowings

Repayment of borrowings and interest

Net cash inflow from financing activities

Net increase/ (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the financial year

Cash and cash equivalents at end of year

Notes

6(a)

52 weeks ending

52 weeks ending

24 June 2018 25 June 2017
$ $

19,917 467 17,560,335
(19,041,377) (18,519,942)
876,090 (1,959,607)
(195,183) (415,260)
190,589 4,691
871,496 (2,370,176)
115,000 -
(235,646) -
(1,000,111) -
- (43,228)

(673,225) (1,403,011)
(1,793,982) (1,446,239)
2,230,000 10,133,009
(114,796) (173,138)

- 2,000,000

(559,592) (10,043,596)
1,555,612 1,916,276
633,126 (1,900,141)
391,606 2,291,747
1,024,732 391,606

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.

Southern Sun Clinics Pty Ltd
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1 Revenue

The Group derives the following types of revenue:

2018 2017
$ $
From continuing operations
Rendering of services
Clinic 9,710,394 8,801,622
Pathology 9,961,626 8,908,814
Total revenue from continuing operations 19,672,020 17,710,436

Revenue has been presented on a net basis for the Group's share of clinic revenues/ costs on the basis that the
Group acts as an agent for the doctors to collect the clinic billings and as a result, the Group’s revenue from clinic
services reflects the Group's service fee element only.

(a) Recognising revenue from major business activities
Revenue is recognised for the major business activities using the methods outlined below.

(i) Clinic revenue

The Group recognises the revenue from clinic billings net of the amounts payable to the doctors in the period in
which services are rendered. The Group’s service fee is determined by each doctor’s service agreement.

(i) Pathology revenue

The Group recognises the revenue from pathology on a per case basis using the prevailing Medicare charge out
rates in the period in which the services are rendered.

2 Other income and expense items

(a) Other income

2018 2017

$ $

Interest 589 4,691
Otherincome 189,900 1,420
190,489 6,111

Other income primarily relates to insurance proceeds received following flooding at our Sunnybank clinic,
together with consideration received for the sale of the Waurn Ponds clinic.

(b) Expenses

2018 2017

$ $

Depreciation 946,116 1,052,190
PP&E Impairment 502,000 -
Amortisation 5,403 932,353
Total depreciation and amortisation 1,453,519 1,984,543

Southern Sun Clinics Pty Ltd g
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3 Financial assets and financial liabilities

(a) Trade and other receivables

2018 2017
Current Non-current Total Current  Non-current Total
$ $ $ $ $ $
Other receivables 174,862 - 174,862 121,465 - 121,465
Accrued revenue 631,230 - 631,230 635,140 - 635,140
Monies held in trust 654,053 - 654,053 519,138 - 519,138
Prepayments 245,457 - 245457 161,279 - 161,279
Deposits - 25,318 25,318 - 157,401 157,401
1,705,602 25,318 1,730,920 1,437,022 157,401 1,594,423

(i) Classification as trade and other receivables

Accrued revenue are amounts which are in the process of being billed. Accrued revenue are generally due for
settiement within 14 days and therefore are all classified as current. The Group’s other accounting policies for
trade and other receivables are outlined in note 17(j).

Monies held in trust (trust bank accounts held on behalf of each clinic) are classified as trade and other
receivables until the Group is entitled {o its service fee, usually within 7 days of the period end.

Deposits are presented as trade and other receivables as they have a maturity of more than 3 months from the
date of acquisition. These deposits relate to security deposits provided for our property leases.

(b) Cash and cash equivalents

2018 2017
$ $

Current assets
Cash atbank and in hand 1,024,732 391,606

(i} Classification as cash equivalents

Cash at bank is presented as cash and cash equivalents if it has a maturity of 3 months or less and are
repayable with 24 hours notice with no loss of interest. See note 17(i) for the group’s other accounting policies on
cash and cash equivalents. The year on year increase in cash balance reflects the improved operating results of
the Group.

(c) Trade and other payables

2018 2017
$ $

Current liabilities
Trade payables 1,597,425 1,176,844
Accrued expenses 1,247,680 972,659
Payroll tax and other statutory liabilities 555,847 497,081

3,400,952 2,646,584

Trade payables are unsecured and are usually paid within 30 days of recognition. The carrying amounts of trade
and other payables are assumed to be the same as their fair values, due to their short-term nature.
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3 Financial assets and financial liabilities (continued)

(d) Borrowings

2018 2017
$ $

Unsecured
Interest bearing 261,652 500,000
Non interest bearing - -
Total unsecured current borrowings 261,652 500,000

The Group issued $2.2 million of Convertible Loan Notes ('CLNs’} in February 2018 to repay the short term loan
(and accrued interest) taken out with the majority shareholder in the prior year, and settle deferred remuneration
arrangements from prior year acquisitions. The CLNs bear interest at 12% per annum, are optionally convertible
into ordinary shares at any time between 1 — 5 years from subscription until maturity, at which point they
mandatorily convert into a fixed number of ordinary shares. Accordingly, they have been treated as a compound
instrument with the fair value of the debt component ($261,652) recorded within current borrowings, and the
residual proceeds shown within equity.

4 Non-financial assets and liabilities
(a) Property, plant and equipment

Pilant and F-u riture, Motor Leasehold
equipment ﬁttm_gs and vehicles improvements Total
equipment
$ $ $ $ $
At 25 June 2017
Cost 1,496,022 2,631,748 15,021 2,087,473 6,230,264
Accumulated depreciation (927,309) (1,169,273) (14,394) (499,491) (2,610,467)
Net book amount 568,713 1,462,475 g 627 1,587,982 3,619,797
At 24 June 2018
Cost 1,432,698 2,766,249 5,455 1,841,027 6,045,429
Accumulated depreciation (1,035,810) (1,613,014) (5,455) (546,246) (3,200,525)
Net book amount 396,888 1,158,235 0 1,294,781 2,844,904

As set out in note 2(b), during the year the Group recorded an impairment charge of $0.5 million (2017: nil) for
clinic assets damaged from flooding, clinic and head office relocations, and closure of the Bentleigh clinic.

Property, plant and equipment is recognised at historical cost less depreciation.

Depreciation is calculated using the straight-line method to allocate cost, net of residual values, over the
estimated useful lives as follows:

- Plant and equipment 5 years
- Furniture, fittings and equipment 4-5 years
- Motor vehicles 5 years
- L.easehold improvements 10 years

See note 17(1) for the other accounting policies relevant to property, plant and equipment.
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4 Non-financial assets and liabilities (continued)

(b) Intangible assets

Goodwill rel;ii‘f;:r';‘ss’ Total
$ $ $
At 25 June 2017
Cost 5,254,498 5,694,124 10,848,622
Accumulated amortisation & impairment (5,254,498) (5,594,124)  (10,848,622)
Netbook amount - - -
At 24 June 2018
Cost 5,254,498 5,788,649 11,043,147
Accumulated amortisation (5,254,498) (6,599,527) (10,854,025)
Netbook amount . - 189,122 189,122

(i} Amortisation methods and useful lives

The Group amortises intangible assets with a limited useful life using the straight-line method over the following
periods:

. Customer relationships 6 years

See note 17(m) for the other accounting policies relevant to intangible assets, and note 17(h) for the Group’s
policy regarding impairments.

(i) Significant estimates: key assumptions used for value-in-use calculations

The Group tests whether intangible assets has suffered any impairment on an annual basis. The recoverable
amount of a cash generating unit (CGU) is determined based on value-in-use calculations which require the use
of assumptions.

During the prior year, the Group recorded an impairment charge of $8.9 million. The value in use calculations for
the Group’s CGU’s used cash flow projections based on the financial budgets approved by the Board covering a
one-year period with minimal annual growth rates applied for the years two to five and extrapolated to terminal
value. The post-tax cashflows were discounted to present value using a post-tax discount rate of 20% (equivalent
to pre-tax discount rate of 28.6%). Following the impairment charge, nil carrying value of intangible assets
remained at 25 June 2017.

The Group updated the CGU cash flow projections in the current year. There has been no write-back of prior year
impairment charge. The intangible addition in the year relates to the customer list acquired as part of the Coffs
Harbour clinic acquisition, amortised in line with the Group’s accounting policy.

(c) Deferred tax balances
(i) Deferred tax liabilities

2018 2017

$ $

Deferred taxliabilities expected to be settled within 12 months - -
Deferred tax liabilities expected to be setlled after more than 12 months 44,891 -
44,891 -

The future taxable profit forecasts remain uncertain, and as such, the Group continues not to recognise its
deferred tax assets at the current time. The Group has tax losses of $1.2 million and $0.2 million of other
deferred tax assets unrecognised at 24 June 2018 (2017: $1.0 million and $0.4 million). The deferred tax liability
recognised in the current year relates to the acquired intangible asset.
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4 Non-financial assets and liabilities (continued)

(d) Inventories

2018 2017
$ $
Current assets
Inventories 292,484 268,578
(e) Employee benefit obligations
2018 2017
Current curr:(e)g; Total Current cur:r(;:; Total
$ $ $ $ $ $
Leave obligations 265,618 125,545 391,163 291,840 139,216 431,056

The leave obligations cover the Group’s liability for long service leave and annual leave. The current portion of
this liability includes all of the accrued annual leave, the unconditional entitiements to long service leave where
employees have completed the required period of service and also those where employees are entitled to
pro-rata payments in certain circumstances. The entire amount of the provision of $265,618 (2017: $291,840) is
presented as current, since the Group does not have an unconditional right to defer settiement for any of these
obligations. However, based on past experience, the Group does not expect all employees to take the full amount
of accrued leave or require payment within the next 12 months.

(f) Deferred payments
2018 2017
Current Non- Total Current Non- Total
current current
$ $ $ $ $ $
Deferred payments 111,765 72,440 184,205 879,163 125,662 1,004,825

The Group has deferred remuneration arrangements outstanding with two doctors following acquisitions in 2015.
These payments are contractually due in January & August 2019, subject to doctors on-going service
commitments and achieving certain billing targets. During the year, the Group settled $1.0 million of deferred
remuneration arrangements from the SolarDerm and SkinScan clinic acquisitions in 2014 and 2015 as the

doctors successfully reached their billing targets.
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5 Equity
(a) Share Capital

2018 2017 2018 2017

Shares Shares $ $

Ordinary shares - fully paid 11,826 11,826 22,657,137 22,657,137
Number of shares $

Balance at 25 June 2017 11,826 22,657,137
Balance at 24 June 2018 11,826 22,657,137

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in
proportion to the number of and amounts paid on the shares held. On a show of hands every holder of ordinary
shares present at a meeting in person or by proxy, is entitled to one vote, and upon a poll each share is entitled to
one vote. The Company does not have a limited amount of authorised capital.

(b) Convertible Loan Notes

During the year, the Group received shareholder approval to issue up to $2.5 million of Convertible Loan Notes
(‘CLNs"). $2.2 million of loan notes were issued to repay the short term loan (and accrued interest) taken out with
the majority shareholder, and settle deferred remuneration arrangements from prior year acquisitions. Each loan
note was issued at $643.40 per note, has a maximum 5 year term, ranks senior to ordinary shares whilst in note
form and bears interest at 12% per annum. Each note converts into 1 ordinary share at any time after 1 year at
the noteholder’s discretion, upon PO or trade sale or mandatorily after 5 years. Accordingly, they have been
treated as a compound instrument with the fair value of the debt component ($261,652) recorded within current
borrowings, and the residual proceeds shown within equity.

2018 2017 2018 2017

Notes Notes $ $

Convertible loan notes in issue 11,434 7,933 12,123,794 10,133,009
Number of notes $

Balance at 25 June 2017 7,933 10,133,009
Loan notes issued 3.501 1,990,785
Balance at 24 June 2018 11,434 12,123,794
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5 Equity (continued)
(c) Other reserves
The following table shows a breakdown of the balance sheet line item ‘other reserves’ and the movements in

these reserves during the year. A description of the nature and purpose of each reserve is provided below the
table.

Equity Share scheme

restructure

reserve reserve

$ $

Balance at 26 June 2016 (14,891,877) 17,546
Issue of shares under the employee share scheme - 95,149
Issue of clinic tracking shares - 1,214
Balance at 25 June 2017 (14,891,877) 113,909
Forfeit of shares under the employee share scheme - (66,331)
Charge on clinic tracking shares - 5873
Balance at 24 June 2018 (14,891,877) 53,451

Nature and purpose of other reserves
() Equity restructure reserve

This reserve was used to record the difference between the share capital of Southern Sun Healthcare Pty Limited
(the legal parent in 2014) and Southern Sun Clinics Pty Ltd (the legal parent in 2015) immediately post the
restructure of the Group on 30 September 2014. There was no movement in the current year.

(i) Share scheme reserve

The share scheme reserve is used to recognise the value of management shares issued to members of the
management team funded through limited recourse loans, as well as to recognise the value of clinic tracking
shares issued to doctors. The clinic tracking shares are shares issued in Southern Sun Clinics Pty Ltd, funded
through limited recourse loans, with their transfer value linked to the underlying performance of the doctor’s clinic.

For both schemes, the fair value is calculated at the date the shares and loans are granted and the amounts
recognised over the vesting period.

The net credit for the year relates to management shares were forfeited upon resignation of the former CEO in
October 2017, and clinic tracking shares forfeited upon sale of Waurn Ponds clinic in May 2018.

(d) Accumulated losses

Movements in accumulated losses were as follows:

2018 2017

$ $

Opening balance (17,239,667) (4,319,604)
S;(;;frzls”?;r:;:z:?on over net assets on purchase of non } (26,943)
Netloss for the year (1,163,974) (12,893,120)
Closing balance (18,403,641) (17,239,667)
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6 Cash flow information
(a) Reconciliation of profit after income tax to net cash inflow from operating activities

2018 2017
$ $
Loss for the year (996,830) (12,751,085)
Depreciation, amortisation, and impairment 1,453,519 10,897,830
Change in operating assets and liabilities:
(Increase)/ decrease in trade and other receivables (136,497) 453,423
Increase in inventory (23,906) (26,548)
Increase in trade & other payables 740,348 217,432
Decrease in provision for income tax payable and deferred tax (266,449) (1,709,162)
Increase in employee benefit obligations and other provisions 101,311 547,934
Net cash inflow/ (outflow) from operating activities 871,496 (2,370,176)

7 Critical estimates, judgements and errors

The preparation of financial statements requires the use of accounting estimates which, by definition, will seldom
equal the actual results. Management also needs to exercise judgement in applying the Group’s accounting
policies.

(a) Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
listed in note 7(b).

(b) Significant estimates and judgements

»  Estimation of current tax and deferred tax - note 4(c)
« Estimated intangible impairment - note 4(b)
« Estimated useful lives of property, plant and equipment and intangible assets — notes 4(a) and 4(b)

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that may have a financial impact on the entity and that are believed to be
reasonable under the circumstances.

8 Capital Management
(a) Dividends
No dividends have been paid for the year ended 24 June 2018 (2017: nil)

9 Business combinations & disposals
(a) Summary of acquisition

On 9 April 2018, the Group acquired the trade and assets of Southern Cross Skin Cancer and Wound Clinic
in Coffs Harbour. Total cash consideration of $235,646 was paid and allocated as follows:

$

Property, plant & equipment 50,365
Inventory 35,646
Intangible customer list 194,525
Deferred tax liability (on intangible customer list) (44.,890)
235,646

Southern Sun Clinics Pty Ltd 16
24 June 2018



9 Business combinations & disposals (continued)
(b) Summary of disposal

On 11 May 2018, the Group sold the trade and assets of its Waurn Ponds clinic for total cash consideration of
$115,000. A loss on disposal of ($69,364) was recorded in the current year:

$
Consideration received 115,000
Property, plant & equipment (185,079)
Inventory (12,358)
Release of accrued rent free period 13,073
Loss on disposal (69,364)

10 Interests in other entities
(a) Material subsidiaries

The Group's principal subsidiaries at 24 June 2018 are set out below. Unless otherwise stated, they have share
capital consisting solely of ordinary shares that are held directly by the Group, and the proportion of ownership
interests held equals the voting rights held by the Group. The country of incorporation or registration is also their
principal place of business. The only change during the period was the incorporation of SunDoctors Coffs
Harbour (Southern Cross) Pty Ltd to acquire the trade and assets of Southern Cross Skin Cancer and Wound
Clinic in Coffs Harbour.

Piace of
business/
country of Ownership interest held

Name of entity incorporation by the Group
2018 2017
% Y%
Southern Sun Practices Pty Ltd Australia 100 100
Southern Sun Healthcare Pty Ltd Australia 100 100
Gosford SCC Pty Ltd Australia 100 100
Bowral SCC Pty Ltd Australia 100 100
Bolton Street Skin Cancer Clinic Pty Ltd Australia 100 100
Wollongong SCC Pty Ltd Australia 100 100
WSCC Healthcare Pty Ltd Australia 50 50
Southern Sun Pathology Pty Ltd Australia 100 100
Orange Skin Cancer Clinic Pty Ltd Australia 100 100
Skin Cancer Clinic Parramatta Pty Ltd Australia 100 100
Ryde Skin Cancer Clinic Pty Ltd Australia 100 100
Aussie Skin Cancer Clinics Pty Ltd Australia 100 100
Aussie Healthcare Unit Trust Australia 100 100
Hornsby Pathology Trust Australia 100 100
Wyong SCC Trust Australia 50 50
Rouse Hill Skin Cancer Unit Trust Australia 100 100
Orange Skin Cancer Clinic Unit Trust Australia 100 100
Skin Cancer Clinic Parramatta Trust Australia 100 100
Ryde Skin Cancer Clinics Trust Australia 100 100
Skin Cancer Clinic Hornsby Unit Trust Australia 100 100
Gosford SCC Trust Australia 75 75
Bowral SCC Trust Australia 100 100
Bolton Street Skin Cancer Clinic Trust Australia 100 100
Wollongong SCC Trust Australia 100 100
SunDoctors Coffs Harbour (Southern Cross) Pty Ltd Australia 100 -

Southern Sun Clinics Pty Ltd 17
24 June 2018



11 Contingent liabilities and contingent assets
(a) Contingent liabilities

The Group has provided financial guarantees with respect to property lease agreements of $25,318 (2017:
$157,401) secured by deposits held by the bank and landlords - see note 3(a). In addition, the Group has a bank
guarantee and corporate credit card facility, fully underwritten by the majority shareholder, of up to $430,000
{2017: $430,000).

12 Commitments
(a) Non-cancellable operating leases

2018 2017
$ $
Commitments for minimum lease payments in relation to non-
cancellable operating leases are payable as follows:
Within one year 1,513,059 1,834,643
Later than one year but not later than five years 1,902,794 2,318,608

3,415,853 4,153,251

13 Events occurring after the reporting period

There have been no events occurring after the reporting period.

14 Related party transactions
(a) Parent entity

Name Type Place of incorporation

Southern Sun Clinics Pty Ltd Proprietary Australia

15 Remuneration of auditors

During the year the following fees were paid or payable for services provided by the auditor of the parent entity,
its related practices and non-related audit firms:

(a) PricewaterhouseCoopers
(i) Audit and other assurance services

2018 2017
Audit and other assurance services $ $
Audit and review of financial statements 76,627 75,020
Total remuneration for audit and other assurance services 76,627 75,020
(i) Taxation services
Taxation services
Compliance services 24,000 30,600
Advisoryservices - -
Total remuneration for taxation services 24,000 30,600
Total remuneration of PricewaterhouseCoopers 100,627 105,620
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16 Parent entity financial information
(a) Summary financial information
The individual financial statements for the parent entity show the following aggregate amounts:

2018 2017
$ $

Balance sheet
Non-current assets 12,865,281 10,934,954
Share capital 22,657,137 22,657,137
Accumulated losses (21,969,101) (21,969,101)
Share scheme reserve 53,451 113,809
Convertible loan notes 12,123,794 10,133,009
Total equity 12,865,281 10,934,954
Loss for the year - (21,969,101)
Total comprehensive expense - (21,8969,101)

During the prior year, the parent entity recorded an impairment of its investments in subsidiaries of $22.0 million
as a result of the $12.7 million loss after tax recorded in the Group.

(b) Guarantees entered into by the parent entity

The parent entity did not hold any guarantees as at 24 June 2018 and 25 June 2017.

(c) Contingent liabilities of the parent entity

The parent entity did not have any contingent liabilities as at 24 June 2018 and 25 June 2017.

(d) Contractual commitments for the acquisition of property, plant or equipment

At 24 June 2018 and 25 June 2017, the parent entity had no contractual commitments for the acquisition of
property, plant and equipment.
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17 Summary of significant accounting policies

This note provides a list of all significant accounting policies adopted in the preparation of these consolidated
financial statements. These policies have been consistently applied to the year presented, unless otherwise
stated. The financial statements are for the Group consisting of Southern Sun Clinics Pty Ltd and its controlled
entities.

(a) Basis of preparation

(i} Special purpose financial report

In the Directors’ opinion, the Company is not a reporting entity because there are no users dependent on general
purpose financial reports. The financial report has been prepared on a 52 week retail calendar in line with the
operations of the Group.

This is a special purpose financial report that has been prepared for the purpose of providing members of the
Company with a financial report and must not be used for any other purpose.

The financial report has been prepared in accordance with the recognition and measurement principles of all
applicable Australian Accounting Standards and Interpretations issued by the Australian Accounting Standards
Board. It contains the disclosures that are mandatory under the Accounting Standards and those considered
necessary by the Directors to meet the needs of the members. Southern Sun Clinics Pty Lid is a for-profit entity
for the purpose of preparing the financial statements.

(ii) Historical cost convention

These financial statements have been prepared under the historical cost basis.

(i) Going concern

As at 24 June 2018, the Group had net current liabilities of $1.0 million (2017: net current liabilities of $2.5
million). In making their assessment, the Directors have taken into account that the net current liability position
has continued to reduce since year end, current year trading to date is on budget, the forecast cash projections
as well as that a significant portion, whilst technically shown as current liabilities, are in reality not expected to the
payable within 12 months. The Directors, therefore, have a reasonable expectation that the Company and the

Group have adequate resources to continue in operational existence for the foreseeable future. For these
reasons, they continue to adopt the going concern basis in preparing the special purpose financial report.

(iv) New and amended standards adopted by the Group

There are no standards, interpretations or amendments to existing standards that are effective for the first time
for the financial year beginning 26 June 2017 that have a material impact on the Group.
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17 Summary of significant accounting policies (continued)
(a) Basis of preparation (continued)
(v) New standards and interpretations not yet adopted

Certain new accounting standards and interpretations have been published that are not mandatory for 24 June
2018 reporting periods and have not been early adopted by the Group. The Group’s assessment of the impact of
these new standards and interpretations is set out overleaf.

Title of Nature of change Impact Mandatory application/ Date
standard of adoption by Group
AASB 9 AASB 9 addresses the Whilst the Group has not finalised its  Must be applied for financial
Financial classification, assessment on the classification and years commencing on or after
Instruments ~ measurement and measurement of financial assets, debt [1 January 2018.
derecognition of financial jnstruments currently classified as
assets and financial available-for-sale (AFS) financial The Group has adopted the

liabilities, introduces new  @ssets would appear to satisfy the standard from the effective
rules for hedge accounting [conditions for classification as at fair 444 (FY19 period beginning
and a new impairment value through other comprehensive bz jine 2018).

imodel for financial assets. ncome (FVOCI) and hence there will
be no change to the accounting for
these assets.

The Group does not expect the new
guidance to have a significant impact
on the classification and measurement
of its financial assets.

The Group does not expect any impact
on the accounting for financial
iabilities, as the new requirements
only affect the accounting for financial
iabilities that are designated at fair
value through profit or loss and the
Group does not have any such
iabilities.

The new impairment model requires
the recognition of impairment
provisions based on expected credit
osses (ECL) rather than only incurred
credit losses as is the case under
AASB 1309. It applies to financial
assets classified at amortised cost,
debt instruments measured at FVOCI,
contract assets under AASB 15
Revenue from Contracts with
Customers, lease receivables, loan
commitments and certain financial
guarantee contracts. While the group
has not yet finalized its assessment of
how its impairment provisions would
be affected by the new model, it may
result in an earlier recognition of credit
0SSses.

The new standard also introduces
expanded disclosure requirements and
changes in presentation. These are
expected to change the nature and
extent of the Group’s disclosures
about its financial instruments
particularly in the year of the adoption
of the new standard.
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17 Summary of significant accounting policies (continued)

(a) Basis of preparation (continued)

(v) New standards and interpretations not yet adopted (continued)

Title of Nature of change Impact lManda’tory application date/
standard Date of adoption by Group
AASB 15 The AASB hasissued a  While the Group has not finalised its  |Mandatory for financial years

Revenue from
Contracts with
Customers

AASB 16
Leases

new standard for the
recognition of revenue.
This will replace AASB 118
which covers revenue
arising from the sale of
goods and the rendering of
services and AASB 111
which covers construction
contracts.

The new standard is based
on the principle that
revenue is recognised
when control of a good or
service transfers to a
customer.

a full retrospective or a
modified retrospective
approach for the adoption.

AASB 16 was issued in
February 2016. It will result
n almost all leases being
recognised on the
statement of financial
position, as the distinction
between operating and
finance leases is removed.
Under the new standard,
an asset (the right to use
the leased item) and a
financial liability to pay
rentals are recognised. The
only exceptions are
short-term and low-value
eases.

The accounting for lessors
will not significantly
change.

IThe standard permits either

assessment of effects of applying the
new standard on the financial
statements, management does not
expect the new guidance to have a
significant impact on the recognition of
revenue.

The standard will affect primarily the
accounting for the group's operating
eases. As at the year end, the Group
has non-cancellable operating lease
commitments of $3.4 million (2017:
$4.2 million), see note 12(a). Whilst
the Group has not yet finalised ifs
assessment of the financial impact of
the new standard, adoption will result
n a right of use asset and
corresponding lease liability being
recognised at the Group’s transition
date of 1 July 2019, with an additional
expense recognised in retained
earnings.

The classification of lease payments in
the cashflow statement is expected to
change from operating to financing.

commencing on or after 1
January 2018, but available for
early adoption

The Group has adopted the
standard from the effective
date (FY19 period beginning
25 June 2018).

Mandatory for financial years
commencing on or after 1
January 2019.

At this stage, the Group does
not intend to adopt the
standard before its effective
date (FY20 period beginning 1
July 2019).

There are no other standards that are not yet effective and that would be expected to have a material impact on
the entity in the current or future reporting periods and on foreseeable future transactions.
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17 Summary of significant accounting policies (continued)
(b) Principles of consolidation

(i} Subsidiaries

Subsidiaries are all entities (including structured entities) over which the Group has control. The Group controls
an entity when the Group is exposed to, or has rights to, variable returns from its involvement with the entity and
has the ability to affect those returns through its power to direct the activities of the entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the Group. They are deconsolidated from the date
that control ceases.

The acquisition method of accounting is used to account for business combinations by the Group (refer to note
17(9))-

Intercompany transactions, balances and unrealised gains on transactions between Group companies are
sliminated. Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of
the asset transferred. Accounting policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the consolidated
income statement, statement of comprehensive income, statement of changes in equity and statement of
financial position respectively.

(c) Foreign currency translation

(i) Functional and presentation currency

ltems included in the financial statements of each of the Group's entities are measured using the currency of the
primary economic environment in which the entity operates ('the functional currency'). The consolidated financial
statements are presented in Australian dollars ($), which is Southern Sun Clinics Pty Lid's functional and
presentation currency.
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17 Summary of significant accounting policies (continued)
(d) Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and specific criteria have been met for each of the Group's activities as
described below. The Group bases its estimates on historical results, taking into consideration the type of
customer, the type of transaction and the specifics of each arrangement.

The specific accounting policies for the Group’s main types of revenue are explained in note 1. Revenue for other
business activities is recognised on the following basis:

(i) Interest income

Interest income is recognised using the effective interest method. When a receivable is impaired, the Group
reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted at the
original effective interest rate of the instrument, and continues unwinding the discount as interest income. Interest
income on impaired loans is recognised using the original effective interest rate.

(i) Dividends
Dividends are recognised as revenue when the right to receive payment is established. This applies even if they

are paid out of pre-acquisition profits. However, the investment may need to be tested for impairment as a
consequence, refer note 17(h).

(e) Income tax

The income tax expense or revenue for the period is the tax payable on the current period's taxable income
based on the applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets and
liabilities attributable to temporary differences and to unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
end of the reporting period in the countries where the Company's subsidiaries and associates operate and
generate taxable income. Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements. However,
deferred tax liabilities are not recognised if they arise from the initial recognition of goodwill. Deferred income tax
is also not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a
business combination that at the time of the transaction affects neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by
the end of the reporting period and are expected to apply when the related deferred income tax asset is realised
or the deferred income tax liability is settled.

Deferred tax assets are recognised only if it is probable that future taxable amounts will be available to utilise
those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and
tax bases of investments in foreign operations where the Company is able to control the timing of the reversal of
the temporary differences and it is probable that the differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
and liabilities and when the deferred tax balances relate to the same taxation authority. Current tax assets and
tax liabilities are offset where the entity has a legally enforceable right to offset and intends either to settle on a
net basis, or to realise the asset and settle the liability simultaneously.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this case, the tax is also recognised in other comprehensive
income or directly in equity, respectively.
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17 Summary of significant accounting policies (continued)
(f) Leases

Leases of property, plant and equipment where the Group, as lessee, has substantially all the risks and rewards
of ownership are classified as finance leases. Finance leases are capitalised at the lease's inception at the fair
value of the leased property or, if lower, the present value of the minimum lease payments. The corresponding
rental obligations, net of finance charges, are included in other short-term and long-term payables. Each lease
payment is allocated between the liability and finance cost. The finance cost is charged to profit or loss over the
lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each
period. The property, plant and equipment acquired under finance leases is depreciated over the asset's useful
life or over the shorter of the asset's useful life and the lease term if there is no reasonable certainty that the
Group will obtain ownership at the end of the lease term.

Leases in which a significant portion of the risks and rewards of ownership are not transferred to the Group as
lessee are classified as operating leases (note 12). Payments made under operating leases (net of any
incentives received from the lessor) are charged to profit or loss on a straight-line basis over the period of the
lease.

Lease income from operating leases where the Group is a lessor is recognised in income on a straight-line basis
over the lease term. The respective leased assets are included in the consolidated statement of financial position
based on their nature.

(g) Business combinations

The acquisition method of accounting is used to account for all business combinations, regardless of whether
equity instruments or other assets are acquired. The consideration transferred for the acquisition of a subsidiary
comprises the:

+ fair values of the assets transferred

+ liabilities incurred to the former owners of the acquired business

« equity interests issued by the Group

« fair value of any asset or liability resulting from a contingent consideration arrangement, and
« fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are, with
limited exceptions, measured initially at their fair values at the acquisition date. The Group recognises any
non-controlling interest in the acquired entity on an acquisition-by-acquisition basis either at fair value or at the
non-controlling interest's proportionate share of the acquired entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.
The excess of the

+ consideration transferred,
« amount of any non-controlling interest in the acquired entity, and
* acquisition-date fair value of any previous equity interest in the acquired entity

over the fair value of the net identifiable assets acquired is recorded as goodwill. If those amounts are less than
the fair value of the net identifiable assets of the subsidiary acquired, the difference is recognised directly in profit
or loss as a bargain purchase.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted
to their present value as at the date of exchange. The discount rate used is the entity’s incremental borrowing
rate, being the rate at which a similar borrowing could be obtained from an independent financier under
comparable terms and conditions.

Contingent consideration is classified either as equity or a financial liability. Amounts classified as a financial
liability are subsequently remeasured t{o fair value with changes in fair value recognised in profit or loss.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer's previously
held equity interest in the acquire is remeasured to fair value at the acquisition date. Any gains or losses arising
from such remeasurement are recognised in profit or loss.
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17 Summary of significant accounting policies (continued)
(h) Impairment of assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested
annually for impairment, or more frequently if events or changes in circumstances indicate that they might be
impaired. Other assets are tested for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value
less costs to sell and value-in-use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash inflows which are largely independent of the cash inflows
from other assets or groups of assets (cash-generating units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible reversal of the impairment at the end of each reporting period.

(i) Cash and cash equivalents

For the purpose of presentation in the statement of cash flows, cash and cash equivalents includes cash on
hand, deposits held at call with financial institutions, other short-term, highly liquid investments with original
maturities of three months or less that are readily convertible to known amounts of cash and which are subject to
an insignificant risk of changes in value, and bank overdrafts. Bank overdrafts are shown within borrowings in
current liabilities in the consolidated statement of financial position.

(j) Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method, less provision for impairment. See note 3(a) for further information about the Group’s
accounting for trade receivables and note for a description of the Group's impairment policies.

Collectability of trade receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible are
written off by reducing the carrying amount directly. An allowance account (provision for impairment of trade
receivables) is used when there is objective evidence that the Group will not be able to collect all amounts due
according to the original terms of the receivables. Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptcy or financial reorganisation, and default or delinguency in payments (more than 30
days overdue) are considered indicators that the trade receivable is impaired. The amount of the impairment
allowance is the difference between the asset's carrying amount and the present value of estimated future cash
flows, discounted at the original effective interest rate. Cash flows relating to short-term receivables are not
discounted if the effect of discounting is immaterial.

The amount of the impairment loss is recognised in profit or loss within other expenses. When a trade receivable
for which an impairment allowance had been recognised becomes uncollectible in a subsequent period, it is
written off against the allowance account. Subsequent recoveries of amounts previously written off are credited
against other expenses in profit or loss.

(k) Inventories

(i} Finished goods

Finished goods are stated at the lower of cost and net realisable value. Cost comprises direct materials,
purchases of finished goods but excludes borrowing costs. Costs are assigned to individual items of inventory on
the basis of weighted average costs. Costs of purchased inventory are determined after deducting rebates and
discounts. Net realisable value is the estimated selling price in the ordinary course of business less the estimated
costs of completion and the estimated costs necessary to make the sale.
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17 Summary of significant accounting policies (continued)
(1) Property, plant and equipment

Property, plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure
that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Group and the cost
of the item can be measured reliably. The carrying amount of any component accounted for as a separate asset
is derecognised when replaced. All other repairs and maintenance are charged to profit or loss during the
reporting period in which they are incurred.

The depreciation methods and periods used by the Group are disclosed in note 4(a).

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount
is greater than its estimated recoverable amount (note 17(h)).

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included
in profit or loss.

(i) Software

Costs associated with maintaining software programmes are recognised as an expense as incurred.
Development costs that are directly attributable to the design and testing of identifiable and unique software
products controlied by the Group are recognised as property, plant and equipment (along with computer
hardware) when the following criteria are met:

+ itis technically feasible to complete the software so that it will be available for use

* management intends to complete the software and use or sell it

« there is an ability to use or sell the software

« it can be demonstrated how the software will generate probable future economic benefits

+ adequate technical, financial and other resources to complete the development and to use or sell the
software are available, and

»  the expenditure attributable to the software during its development can be reliably measured.

Directly attributable costs that are capitalised as part of the software include employee costs and an appropriate
portion of relevant overheads.

Capitalised development costs are recorded as property, plant and equipment and depreciated from the point at
which the asset is ready for use.

(m) Intangible assets

(i) Gooawill

Goodwill is measured as described in note 17(g). Goodwill on acquisitions of subsidiaries is included in intangible
assets. Goodwill is not amortised but it is tested for impairment annually, or more frequently if events or changes
in circumstances indicate that it might be impaired, and is carried at cost less accumulated impairment losses.
Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to
those cash-generating units or groups of cash-generating units that are expected to benefit from the business
combination in which the goodwill arose. The units or groups of units are identified at the lowest level at which
goodwill is monitored for internal management purposes, being the operating segments.

(i) Customer relationships

Customer relationships acquired in a business combination are recognised at fair value at the acquisition date.
They have a finite useful life and are subsequently carried at cost less accumulated amortisation and impairment
losses.

(iii) Amortisation methods and periods

Refer to note 4(b) for details about amortisation methods and periods used by the Group for intangible assets.
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17 Summary of significant accounting policies (continued)
(n) Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of financial year
which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition. Trade and
other payables are presented as current liabilities unless payment is not due within 12 months from the reporting
date. They are recognised initially at their fair value and subsequently measured at amortised cost using the
effective interest method.

(o) Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption
amount is recognised in profit or loss over the period of the borrowings using the effective interest method. Fees
paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is
probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw down
occurs. To the extent there is no evidence that it is probable that some or all of the facility will be drawn down, the
fee is capitalised as a prepayment for liquidity services and amortised over the period of the facility to which it
relates.

Borrowings are removed from the consolidated statement of financial position when the obligation specified in the
contract is discharged, cancelled or expired. The difference between the carrying amount of a financial liability
that has been extinguished or transferred to another party and the consideration paid, including any non-cash
assets transferred or liabilities assumed, is recognised in profit or loss as other income or finance costs.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of
the liability for at least 12 months after the reporting period.

(p) Borrowing costs

General and specific borrowing costs that are directly attributable o the acquisition, construction or production of
a qualifying asset are capitalised during the period of time that is required to complete and prepare the asset for
its intended use or sale. Qualifying assets are assets that necessarily take a substantial period of time to get
ready for their intended use or sale.

Other borrowing costs are expensed in the period in which they are incurred.
(q) Provisions

Provisions for legal claims, service warranties and make good obligations are recognised when the Group has a
present legal or constructive obligation as a result of past events, it is probable that an outflow of resources will
be required to settle the obligation and the amount can be reliably estimated. Provisions are not recognised for
future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of management's best estimate of the expenditure required to
settle the present obligation at the end of the reporting period. The discount rate used to determine the present
value is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific
to the liability. The increase in the provision due to the passage of time is recognised as interest expense.
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17 Summary of significant accounting policies (continued)
(r) Employee benefits

(i) Short-term obligations

Liabilities for wages and salaries, including non-monetary benefits that are expected to be settled wholly within 12
months after the end of the period in which the employees render the related service are recognised in respect of
employees’ services up to the end of the reporting period and are measured at the amounts expected to be paid
when the liabilities are settled. The liabilities are presented as current employee benefit obligations in the
consolidated statement of financial position.

(i) Other long-term employee benefit obligations

The liabilities for long service leave and annual leave are not expected to be settled wholly within 12 months after
the end of the period in which the employees render the related service. They are therefore measured as the
present value of expected future payments to be made in respect of services provided by employees up to the
end of the reporting period using the projected unit credit method. Consideration is given to expected future wage
and salary levels, experience of employee departures and periods of service. Expected future payments are
discounted using market yields at the end of the reporting period of corporate bonds with terms and currencies
that match, as closely as possible, the estimated future cash outflows. Remeasurements as a result of
experience adjustments and changes in actuarial assumptions are recognised in profit or loss.

The obligations are presented as current liabilities in the consolidated statement of financial position if the entity
does not have an unconditional right to defer settlement for at least twelve months after the reporting date,
regardless of when the actual settlement is expected to occur.

(iii) Share-scheme reserve

The establishment of the Southern Sun Clinics Pty Ltd employee share scheme was designed to provide
long-term incentives for senior management and above to deliver long-term shareholder returns. Under the plan,
participants are granted shares, funded by limited recourse loan agreements. The establishment of the Southern
Sun Clinics Pty Ltd clinic tracking share scheme was designed to provide long-term incentives for lead doctors to
deliver long-term shareholder returns by underlying performance of their clinic. Under the plan, participants are
granted shares, with transfer value linked to a clinic’s performance, funded by limited recourse loan agreements.

The share-based payment expense for both schemes is recognised at fair value over the vesting period of the
schemes.

(s) Contributed equity
Ordinary shares and Convertible loan notes are presented as separate classes of equity.
(t) Dividends

Provision is made for the amount of any dividend declared, being appropriately authorised and no longer at the
discretion of the entity, on or before the end of the reporting period but not distributed at the end of the reporting
period.

(u) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred
is not recoverable from the taxation authority. In this case it is recognised as part of the cost of acquisition of the
asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of
GST recoverable from, or payable to, the taxation authority is included with other receivables or payables in the
consolidated statement of financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or
financing activities which are recoverable from, or payable to the taxation authority, are presented as operating
cash flows.

(v) Parent entity financial information

The financial information for the parent entity, Southern Sun Clinics Pty Ltd, disclosed in note 16 has been
prepared on the same basis as the consolidated financial statements, except as set out below.
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17 Summary of significant accounting policies (continued)
(v) Parent entity financial information (continued)

(i) Investments in subsidiaries, associates and joint venture entities
Investments in subsidiaries, associates and joint venture entities are accounted for at cost in the financial

statements of Southern Sun Clinics Pty Ltd. Dividends received from associates are recognised in the parent
entity's profit or loss when its right to receive the dividend is established.

(i) Tax consolidation legislation

Southern Sun Clinics Pty Ltd and its wholly-owned Australian controlled entities have implemented the tax
consolidation legislation.

The head entity, Southern Sun Clinics Pty Ltd, and the controlied entities in the tax consolidated group account
for their own current and deferred tax amounts. These tax amounts are measured as if each entity in the tax
consolidated group continues to be a stand-alone taxpayer in its own right.

In addition to its own current and deferred tax amounts, Southern Sun Clinics Pty Ltd also recognizes, where
appropriate, the current tax liabilities (or assets) and the deferred tax assets arising from unused tax losses and
unused tax credits assumed from controlled entities in the tax consolidated group.

Assets or liabilities arising under tax funding agreements with the tax consolidated entities are recognised as
current amounts receivable from or payable to other entities in the Group.

Any difference between the amounts assumed and amounts receivable or payable under the tax funding
agreement are recognised as a contribution to (or distribution from) wholly owned tax consolidated entities.

(ifi} Financial guarantees

Where the parent entity has provided financial guarantees in relation to loans and payables of subsidiaries for no
compensation, the fair values of these guarantees are accounted for as contributions and recognised as part of
the cost of the investment.
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Directors' declaration

As stated in note 17(a) to the consolidated financial statements, in the Directors’ opinion, the Company is not a
reporting entity because there are no users dependent on general purpose financial reports. This is a special
purpose financial report that has been prepared {o distribute to its members.

The financial report has been prepared in accordance with Accounting Standards and mandatory professional
reporting requirements to the extent described in note 17.

In the Directors' opinion:
(a)  the financial statements and notes set out on pages 3 to 30:

(i) complying with Accounting Standards and other mandatory professional reporting requirements,
as detailed above; and

(i) giving a true and fair view of the consolidated entity's financial position as at 24 June 2018 and of
its performance for the year ended on that date, and

(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
become due and payable.

his declaration is made in accordance with a resolution of Directors.

ren McKennay
Director

Sydney

B Oesfober 20/%
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Independent auditor’s report
To the members of Southern Sun Clinics Pty Ltd

Our opinion

In our opinion the accompanying financial report presents fairly, in all material respects, the financial
position of Southern Sun Clinics Pty Ltd (the Company) and its controlled entities (together the
Group) as at 24 June 2018 and its financial performance and its cash flows for the period 26 June 2017
to 24 June 2018 in accordance with the Australian Accounting Standards.

What we have audited
The Group financial report comprises:

° the consolidated statement of financial position as at 24 June 2018

° the consolidated statement of comprehensive income for the period 26 June 2017 to 24 June
2018

o the consolidated statement of changes in equity for the period 26 June 2017 to 24 June 2018

) the consolidated statement of cash flows for the period 26 June 2017 to 24 June 2018

o the notes to the consolidated financial statements, which include a summary of significant
accounting policies

o the dircctors’ declaration.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the financial
report section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence

We are independent of the Group in accordance with the ethical requirements of the Accounting
Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants (the
Code) that are relevant to our audit of the financial report in Australia. We have also fulfilled our other
ethical responsibilities in accordance with the Code.

Empbhasis of matter - basis of accounting and restriction on distribution and use

We draw attention to Note 17 in the financial report, which describes the basis of accounting. The
financial report has been prepared for internal purposes to assist Southern Sun Clinics Pty Ltd. As a
result, the financial report may not be suitable for another purpose. Our report is intended solely for
Southern Sun Clinics Pty Ltd and should not be distributed to or used by parties other than Southern
Sun Clinics Pty Ltd. Our opinion is not modified in respect of this matter.

Other information

The directors are responsible for the other information. The other information comprises the

. PricewaterhouseCoopers, ABN 52 780 433 757
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24 June 2018, including the Directors' report, but does not include the financial report and our
auditor’s report thereon.

Our opinion on the financial report does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent
with the financial report or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

If, based on the work we have performed on the other information obtained prior to the date of this
auditor’s report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responszbzlztles of the directors for the financial report

The directors of the Company are responsible for the preparation and fair presentation of the financial
report in accordance with the Australian Accounting Standards, and for such internal control as the
directors determine is necessary to enable the preparation of the financial report that is free from
material misstatement, whether due to fraud or error.

In preparing the financial report, the directors are responsible for assessing the ability of the Group to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial report.

A further description of our responsibilities for the audit of the financial report is located at the
Audltlng and Assurance Standards Board websrce at:

ar3.pdf. This description forms part of our
audltor S report.

PricanatorhowselopesS

PricewaterhouseCoopers

A James

Nicholas James Sydney
Partner 31 October 2018



