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Chairman’s Address — Mr Trevor Carroll
Annual General Meeting of NAOS Small Cap Opportunities Company Limited
11 November 2021, 12:00pm (AEDT)

Dear fellow shareholders,

The Board would like to thank all shareholders for your continued support and welcome all new
shareholders who joined the Company during the 2021 financial year.

Although the initial onset of the COVID-19 pandemic presented challenges to the Company in FY20,
| am pleased to report that for the financial year ending 30 June 2021, the Company achieved a
record after-tax profit of $51.5 million (FY20: after-tax profit $1.4 million). The Board has declared a
fully franked final quarterly dividend of 1.25 cents per share, bringing FY21 fully franked dividends
to 5.0 cents per share, which represents a 25% increase on the prior year. This represents a net
dividend yield of 5.1% based on the 30 June 2021 share price. Since its inception in December 2017,
the Company has now declared an aggregate 18.50 cents per share of fully franked dividends.

The Company will continue to focus on delivering a growing stream of quarterly dividends, franked
to the maximum extent possible, whilst maintaining an adequate profit reserve balance to enable
the Company to pay dividends when it is more difficult to generate significant performance. The
profit reserve balance at year end was $32.79 million or 21.4 cents per share.

The NSC Investment Portfolio returned a record financial year return of +58.40%, significantly
outperforming the benchmark S&P/ASX Small Ordinaries Accumulation Index (XSOAI), which
delivered a return of +33.23% in an exceptionally strong year for domestic equities.

The pre-tax Net Tangible Asset (NTA) backing per share of the Company increased from $0.68 to
$1.10 over the financial year, with positive performance of the investment portfolio increasing NTA
per share by 47.7 cents over the year. During the year, 4.75 cents per share was paid to shareholders
in fully franked dividends, and management fees and interest expense on borrowings decreased the
NTA by 1.21 cents per share and 0.85 cents per share respectively. The share buyback was also a
positive contributor to the Company’s NTA, adding 0.71 cents per share.

The strong investment performance has been reflected in the Company’s share price, allowing the
Company’s Total Shareholder Return (TSR), which measures the change in the share price and
dividends paid over the financial year, to return +132.6%. This measure does not include the benefit
of franking credits received by shareholders. The TSR for the year is reflective of both the strong
investment performance and the significant reduction in the share price discount to NTA over the
course of the year. The NSC share price closed the financial year at $0.98, having ended FY20 at
$0.45 cents.

The Board remains committed to managing the capital base of the Company in a manner to
maximise shareholder returns including:

¢ On-market share buyback: Over the course of the financial year, 5.78 million shares were
bought back by the Company, and the Company has now bought back 15.96 million shares,
or 9.45% of shares on issue since the buyback commenced in April 2019. The Board renewed
the on-market buyback facility for a further 12 months in April 2021, as the buyback of shares
at a discount is accretive to NTA and thus of benefit to all shareholders.

o Dividend Reinvestment Plan (DRP): For those shareholders who participate in the DRP, it is
important to note the Company did not issue shares at a discount to NTA but acquired shares
on-market to ensure this capital management activity was completed without any potential
dilution for existing shareholders.




In May 2021, the Board of NSC announced a 1-for-3 issue of bonus options to eligible shareholders.
A total of 51.44 million bonus options were issued with an exercise price of $1.02 per option. The
Board believes that the issue of bonus options is a measured way to allow the Company to grow
over the next three years without placing undue pressure on the short-term performance and
dividend reserves of the Company. The options are listed on the ASX under the code ASX: NSCOA
with an exercise price of $1.02 and expiry date of 28 June 2024.

The Company maintained a focus on a high standard of marketing and communications so that all
current and prospective shareholders have a clear understanding of the NAOS offering. Quarterly
investor webinars are delivered to all shareholders along with regular email shareholder updates,
which are sent to all current and prospective shareholders on the database, which totals over 11,000
subscribers.

While equity markets may remain vulnerable to short-term corrections, it is the opinion of the Board
that the disciplined NAOS investment philosophy will continue to generate strong performance for
shareholders over the medium term. The Board continues to have a strong alignment with its
shareholders, increasing cumulative holdings during the year to 2.29 million shares.

On behalf of the Board of Directors, | would like to congratulate the Investment Manager for its
strong FY21 investment performance and thank them for their dedication throughout the year.

Trevor Carroll
Independent Chairman, NAOS Small Cap Opportunities Company Limited
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Important information

This material has been prepared by NAOS Asset Management Limited (ABN 23 107 624 126, AFSL 273529) (NAQOS) for general information purposes
only and must not be construed as investment advice. It does not constitute an offer to purchase any security or financial product or service referred
to herein. Any such offer or solicitation shall only be made pursuant to a relevant offer document, which is available by calling NAOS on (02) 9002
1576. This material does not take into account the investment objectives, financial situation or needs of any particular investor. Before making an
investment decision, investors should consider obtaining professional investment advice that is tailored to their specific circumstances.

Where past performance information is shown, it is intended to be for general illustrative purposes only. Past performance is not a reliable indication
of future performance. In relation to any NAOS financial product or service referred to herein, NAOS does not guarantee its future performance, the
amount or timing of any returns or that any investment objectives will be achieved.

Statements contained in this material that are not historical facts are based on the current expectations, estimates, projections, opinions,
assumptions and beliefs of NAOS, which are subject to change without notice. This material may also contain forward-looking statements. Forward-
looking statements are not guarantees or predictions of future performance and involve known and unknown risks, uncertainty and other factors
beyond NAOS' control. Unless otherwise expressly stated, no independent person has reviewed the reasonableness of any such forward-looking
statements or assumption. Undue reliance should not be placed on forward-looking statements as actual events or results or the actual performance
of a NAOS financial product or service may materially differ from those reflected or contemplated in such forward-looking statements.

Neither NAOS or any of its respective officers or employees makes any representation or warranty (express or implied) with respect to the
correctness, accuracy, reasonableness or completeness of any information contained in this material and to the maximum extent permitted by law,
NAQOS disclaims all liability to any person relying on the information contained in this material in relation to any loss or damage (including
consequential loss or damage), however caused, which may be suffered directly or indirectly in respect of such information.

This material must not be reproduced or disclosed, in whole or in part, without the prior written consent of NAOS. Certain economic, market or
company information contained in this material may have been obtained from published sources prepared by third parties. Any trademarks, logos or
service marks contained herein may be the registered or unregistered trademarks of their respective owners. Nothing contained herein should be
construed as granting by implication or otherwise, any license or right to use any trademark displayed without the written permission of the owner.

CONVICTION. LONG TERM. ALIGNED | Copyright 2021 NAOS Asset Management Limited
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NSC investment portfolio financial year returns’
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* Investment Portfolio Performance is post all operating expenses, before fees, taxes, interest and initial IPO and subsequent capital raising costs. Returns compounded for periods greater than 12 months. Performance
has not been grossed up for franking credits received by shareholders. Inception date is December 2017.
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"Investment Performance is post all operating expenses, before fees, interest, taxes and
capital raising costs. Performance has not been grossed up for franking credits received by

shareholders and returns are compounded for periods greater than 12 months. Inception date

December 2017.
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Overview and Outlook Q2 FY22

» The easing of lockdown restrictions will have a significant effect on the earnings trajectory of many
businesses over the short and medium term.
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» Headwinds will continue to pose a challenge for many businesses with a specific focus on:
e Supply chain issues
 Employment costs (and lack of quality candidates)
» Corporate activity

* We expect updates from almost all portfolio companies to occur in Q2 FY22 with AGM updates
expected & September year end full year results.

* We will be looking for numerous catalysts to occur across portfolio companies such as:
* Guidance/outlook commentary for FY22.
» Post lockdown contract wins as economy reopens.
 M&A execution.
» Updates regarding medium/long term company strategies.

* NAOQOS has continued to constructively engage with numerous portfolio companies, and we will
continue to do this to ensure a focus on generating sustainable shareholder returns.
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