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Adore Beauty Group Limited
Appendix 4E
Preliminary final report

1. Company details

Name of entity: Adore Beauty Group Limited
ABN: 78 636 138 988

Reporting period: For the year ended 30 June 2021
Previous period: For the year ended 30 June 2020

2. Results for announcement to the market

$'000
Revenues from activities up 48 % to 179,277
Profit from ordinary activities after tax attributable to the owners of
Adore Beauty Group Limited up 168 % to 845
Profit for the year attributable to the owners of Adore Beauty
Group Limited up 168 % to 845
Underlying profit before tax (excluding one-off tfransactions!) up 64% to 6,027

Dividends
No dividends were paid during the year ended 30 June 2021
No dividend has been declared since the end of the financial year.

Comments
The profit for the consolidated entity after providing for income tax and non-confrolling interests amounted to
$845,000 (30 June 2020: $1,234,000 Loss).

Revenue for the year was $179.28 million which was an increase of 48% over the previous year. Record revenue
growth is attributable to the strong growth in active customers?, which increased 39% over the previous financial
year to 817,806. There were 457,552 new customers acquired.

Further comment on the operating results can be found in the ‘Review of Operations’ section within the
Directors’ Report of the Annual Financial report.

3. Net tangible assets

Reporting Previous
period period
cents cents

Net tangible assets per ordinary security 33 cents 15 cents

4. Control gained over entities
Not applicable.

1. IPO and transaction costs $5.35m one-off share based payments $0.631m.
2. Active customers refer to customers who have ordered in the last 12 months, comparison of FY21 to FY20.
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5. Loss of control over entities

Not applicable.

6. Details of associates and joint venture entities

Not applicable.

7. Audit qualification or review
Details of audit/review dispute or qualification (if any):

The financial statements have been audited and an unmodified opinion has been issued.

8. Attachments
Details of attachments (if any):

The Annual Financial Report of Adore Beauty Group Limited for the year ended 30 June 2021 is attached.

9. Signed

N /@i/fw\

Justin Ryan
Chair
30 August 2021
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The directors present their report, together with the financial statements, on the consolidated entity (referred to
hereafter as the 'consolidated entity') consisting of Adore Beauty Group Limited (referred to hereafter as the
‘company' or 'parent entity') and the entities it confrolled at the end of, or during, the year ended 30 June 2021.

Directors
The following persons were directors of Adore Beauty Group Limited during the whole of the financial year and
up to the date of this report, unless otherwise stated:

Justin Ryan

Kate Morris

James Height

Marina Go (appointed 6 October 2020)

Sandra Birkensleigh (appointed 6 October 2020)

Simon Lewis Pither (resigned 6 October 2020)
Youngsoo Kim (resigned é October 2020)

Principal activities

Adore Beauty generates its revenue through online sales of third-party beauty and personal care products to
Australian and New Zealand consumers. Adore Beauty's business model is based on three key elements which
drive a powerful network effect attracting both new customers and new brands to the platform:

e Range authority: Adore Beauty offers Australian and New Zealand consumers a broad and compelling
range of beauty and personal care products across prestige, professional, niche and masstige brands, with
approximately 260 brands and 10,800 products (including exclusives). Adore Beauty provides brands with
access fo a large, engaged customer base and a strong marketing platform;

e Best online fransaction experience: Adore Beauty seeks to provide customers with an outstanding online
shopping experience by providing customers with instant gratification as a result of a seamless fransaction
experience.

¢ Data-enriched customer engagement: Adore Beauty engages customers through an intfegrated content,
marketing, and e-commerce retail platform, with personalisation to satisfy customer’s beauty and personal
care needs, driving loyalty and increasing their frequency and size of spend with Adore Beauty over time.

Dividends
No dividends have been paid during the financial year or since the end of the financial year. During the previous
financial year dividends totalling $1,413,856 were paid.

Review of operations

Adore Beauty achieved significant milestones during the financial year, cementing its position as Australia’s
number one pureplay online beauty retailer’ and completing a successful capital raising of $40 million and listing
on the Australian Stock Exchange.

Revenue for the year was $179.28 million which was an increase of 48% over the previous year and outperformed
guidance. Record revenue growth is attributable to the strong growth in active customers, which increased 39%
over the previous financial year to 817,806. There were 457,552 new customers acquired. Gross profit margin of
33.1%., up 1.2 percentage points on PCP, underpinned by product margin expansion.

Profit after tax was $845,000 with the result being significantly impacted by costs relating to the IPO and initial listing
on the Australian Stock Exchange as well as share-based payments to reward our team prior to and on listing.
These costs totalled $6.0 million2. Underlying profit before tax excluding these one-off costs was $6,027,000

1. Adore Beauty is the leading pureplay online beauty retailer in Australia, based on management estimates derived from third party
industry reports (2019, 2020), supplier data (2019), website traffic data (2020), and internal customer data (2019, 2020).
2. IPO and transaction costs $5.35m one-off share based payments $0.631m.
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Adore Beauty's Balance Sheet remains strong and reflects the addition of equity of $16.8 million (net of tfransaction
costs and return of capital) during the period. The Company has a cash balance of $29.0 million. Inventory levels
have remained steady throughout the period. Borrowings have been reduced to nil and the Company has access
to a multi-option finance facility of $10 million primarily for working capital purposes. Adore has significant balance
sheet flexibility to continue growing the business and pursue strategic initiatives.

Adore Beauty generated positive net cash inflows of $4.2 million after the inclusion of significant one-off expenses
incurred as part of the capital-raising, listing and associated employee share-based payments.

An additional $2.0 million was incurred on investing activities, primarily investment in the Adore Beauty website
which is the shop front of the business and the prime interface with its customers.

COVID-19

The impact of COVID-19 has affected the Australian beauty and personal care market in a number of ways
including, for example, a shift away from cosmetics to skin care products as the pandemic has emphasised the
need for consumers to focus on self-care and health and consumers spending more time at home. In addition,
shopping behaviours and preferences have changed driven by government mandated restrictions (including
lockdowns and social distancing measures) and consumer aversion to physically visiting retailers due to health
concerns. With the recent lock-downs in several states, COVID-19 continues to impact.

Strategic update

Looking ahead, we expect to deliver strong sustainable growth as we leverage our online market leadership
position to continue to increase our market share within a growing market driven by a structural shift fo online. As
the business grows, we expect scale benefits to increase operating leverage over time.

We are pursuing a growth strategy. The drivers of growth and operating leverage are outline below.

1. Range authority: Provide a unique and compelling range of products and services. Grow and deepen
brand partnerships through providing access to a large, engaged customer base and strong marketing
platform.

2. Best online transaction experience: Deliver an integrated content, marketing and eCommerce retail
platform. Provide an empowering, engaging online customer experience underpinned by data-driven
personalisation.

3. Content led customer engagement: Build a highly safisfied, engaged, loyal customer community. Build a
frusted brand and beauty discovery destination. Expand authentic content and education to grow
customer-led engagement.

Significant changes in the state of affairs
Adore Beauty completed a capital-raising of $40 million and listed on the Australian Stock Exchange. 5,925,333
new ordinary shares were issued in accordance with the terms of the prospectus.

There were no other significant changes in the state of affairs of the consolidated entity during the financial year.

Matters subsequent to the end of the financial year

No other matters or circumstance has arisen since 30 June 2021 that has significantly affected, or may significantly
affect the consolidated entity's operations, the results of those operations, or the consolidated entity's state of
affairs in future financial years.

Environmental regulation
The consolidated entity is not subject to any significant environmental regulation under Australian Commonwealth
or State law.
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Information on directors
Name:

Title:

Qualifications:

Experience and expertise:

Other current directorships!':
Former directorships (last 3
years)2:

Special responsibilities:
Interests in shares:

Interests in options:
Confractual rights to shares:

Name:

Title:

Qualifications:

Experience and expertise:

Other current directorships!:
Former directorships (last 3
years)2:

Special responsibilities:

Interests in shares:
Interests in options:
Confractual rights to shares:

Name:

Title:

Qualifications:

Experience and expertise:

Other current directorships':
Former directorships (last 3
years)2:

Special responsibilities:
Interests in shares:

Interests in options:
Contractual rights to shares:

Justin Ryan

Non-Executive Chairman

B.Ec., Ba Laws, MBA

Justin was previously Managing Partner of Quadrant Private Equity and in that
capacity was Chair and Non-executive director of a number of e-commerce
businesses including Modibodi, Grays and Quad Lock. Prior to that Justin was
the Managing Director and CEO of Alesco Corporation. Justin joined the Board
of Adore Beauty Group Limited as Chair and Non-Executive Director in
September 2019. Justin is a Fellow of the Australian Institute of Company
Directors and a Fellow of the Financial Services Institute of Australia.

Nil

Nil

Chair
Nil

None
None

Kate Morris

Executive Director

B.Bus. (Management)

Kate is a co-founder of Adore Beauty, and was Director and joint CEO with
James Height since the Company's formation in 2000 until 2018 when she
became an Executive Director. Kate is a two-tfime winner of the Telstra Business
Women’'s Awards (2010 and 2014), and the first woman to be awarded the
Industry Recognition Award for e-commerce at the StarTrack ORIAs in 2017.
Nil

Nil

Public face of Adore Beauty and has been jointly responsible for driving
strategy and business growth.

10,200,000 ordinary shares

None

None

James Height

Executive Director

B.Arts., B.Law, MBusMgt

James is a co-founder of Adore Beauty, and was Director and joint CEO since
the Company’s formation in 2000 until 2018 and then sole CEO between 2018
and August 2020. James is currently Chief Data Officer at Adore Beauty.

Nil

Nil

Jointly responsible for the Group's strategy.
10,200,000 ordinary shares

None

None
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Name:

Title:

Qualifications:

Experience and expertise:

Other current directorships!:

Former directorships (last 3
years)2:

Special responsibilities:
Interests in shares:

Interests in options:
Confractual rights to shares:

Name:

Title:

Qualifications:

Experience and expertise:

Other current directorships!:

Former directorships (last 3
years)2:

Special responsibilities:
Interests in shares:

Interests in options:
Confractual rights to shares:

Name:

Title:

Qualifications:

Experience and expertise:

Other current directorships!:
Former directorships (last 3
years)2:

Special responsibilities:

Interests in shares, options and

contractual rights to shares:

Marina Go (appointed é October 2020)

Non-Executive Director

B.Arts, MBA

With a background in media, Marina has worked in executive roles across a
range of listed and private companies and in non-executive roles across a
diverse range of sectors. Marina is a member of O'Connell Street Associates,
The Australian Institute of Company Directors and Chief Executive Women.
Non-executive director of Autosports Group Ltd (appointed October 2016)
Non-executive director of Pro-Pac Packaging Ltd (appointed 2018, resignation
to take effect 23 November 2021)

Non-executive director of Booktopia Group Ltd (appointed November 2020)
Non- executive director of Transurban Group (appointment effective from 1
December 2021)

Nil

Chair of the People and Remuneration Committee
7,407 ordinary shares

None

None

Sandra Birkensleigh (appointed 6 October 2020)

Non-Executive Director

B.Com

Sandra is an experienced independent non-executive director. She serves on
the boards of a diverse range of entities across financial services, convenience,
retail and resource companies. Sandra was formerly a partner of PwC for 16
years. Sandra is a member of the Institute of Chartered Accountants in Australia
and New Zealand, a member of the Australia Institute of Company Directors
and a life member of the Governance, Risk and Compliance Institute of
Australia and a Certified Compliance Professional (Fellow).

Non-executive director of Collection House Ltd (appointed September 2018)
Non-executive director of MLC Ltd (appointed October 2016)

Non-executive director of Horizon Oil Ltd (appointed February 2016)
Non-executive director and Chair of Auswide Bank Ltd (appointed January
2015)

Nil

Chair of the Audit and Risk Management Committee
7,407 ordinary shares

None

None

Simon Pither (resigned on 6 October 2020)

Non-Executive Director

BA (Hons), MBA

Over 25 years of experience in the financial services industry in Australia and
the UK.

Nil

Nil

Nil
Not applicable as no longer a director
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Name: Youngsoo Kim (resigned on é October 2020)

Title: Non-Executive Director

Qualifications: BCom, MBA

Experience and expertise: Over eight years in the corporate and financial service industries, with a focus
on technology and telecoms M&A.

Other current directorships!: Nil

Former directorships (last 3 Nil

years)2:

Special responsibilities: Nil

Interests in shares, options and Not applicable as no longer a director
contractual rights to shares:

1. 'Other current directorships' quoted above are current directorships for listed entities only and excludes directorships of all other types
of entities, unless otherwise stated.

2. 'Former directorships (last 3 years)' quoted above are directorships held in the last 3 years for listed entities only and excludes
directorships of all other types of entities, unless otherwise stated.

Joint company secretaries

Stephanie Carroll (BEc.) has held the role of Company Secretary since October 2020. Stephanie is Chief Financial
Officer of the Company. Stephanie is a Certified Practicing Accountant and holds a Bachelor of Economics
(Honours) from the University of Sydney.

Melissa Jones has held the role of Company Secretary since October 2020. Melissa is the General Manager of
Company Matters, Link Group's governance and company secretarial team. Melissa has over 15 years’
experience as a lawyer, company secretary and governance professional. Melissa is admitted as a Solicitor of the
Supreme Court of New South Wales and holds a Bachelor of Laws (Honours).

Meetings of directors
The number of meetings of the Company's Board of Directors ('the Board') and of each Board committee held
during the year ended 30 June 2021, and the number of meetings attended by each director were:

People and Remuneration Audit and Risk Management
Full board Committee Committee
Attended Held Attended Held Attended Held
Justin Ryan 13 13 - - 3 3
Kate Morris 13 13 3 3 - -
James Height 13 13 - - - -
Marina Go 12 12 3 3 3 3
Sandra Birkensleigh 12 12 3 3 3 3
Simon Pither 1 1 - - - -
Youngsoo Kim 1 1 - - - -

Held: represents the number of meetings held during the time the director held office or was a member of the
relevant committee.

Remuneration report (audited)
The remuneration report details the key management personnel remuneration arrangements for the consolidated
entity, in accordance with the requirements of the Corporations Act 2001 and its Regulations.

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the entity, directly or indirectly, including all directors.
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The remuneration report is set out under the following main headings:
Principles used to determine the nature and amount of remuneration
Details of remuneration

Service agreements

Share-based compensation

Additional information

Additional disclosures relating fo key management personnel

Principles used to determine the nature and amount of remuneration

The objective of the consolidated entity's executive reward framework is to ensure reward for performance is
competitive and appropriate for the results delivered. The framework aligns executfive reward with the
achievement of strategic objectives and the creation of value for shareholders, and it is considered to conform
fo the market best practice for the delivery of reward. The Board of Directors ('the Board') ensures that executive
reward satisfies the following key criteria for good reward governance practices:

e competitiveness and reasonableness

e acceptability to shareholders

e performance linkage / alignment of executive compensation

e transparency

The People and Remuneration Committee is responsible for determining and reviewing remuneration
arrangements for its directors and executives. The performance of the consolidated entity depends on the quality
of its directors and executives. The remuneration philosophy is to attract, motivate and retain high performance
and high gquality personnel.

In consultation with external remuneration consultants (refer to the section 'Use of remuneration consultants'
below), the People and Remuneration Committee has structured an executive remuneration framework that is
market competitive and complementary to the reward strategy of the consolidated entity.

The reward framework is designed to align executive reward to shareholders' interests. The Board have considered

that it should seek to enhance shareholders' interests by:

e focusing on sustained growth in shareholder value, consisting of growth in share price, and delivering
constant or increasing return on assets as well as focusing the executive on key non-financial drivers of value

e aftracting and retaining skilled executive talent

Additionally, the reward framework should seek to enhance executives' interests by:
e rewarding capability and experience

e reflecting competitive reward for contribution to growth in shareholder value

e providing a clear structure for earning rewards

In accordance with best practice corporate governance, the structure of non-executive director and executive
director remuneration is separate.

Non-executive directors remuneration

Fees and payments to non-executive directors reflect the demands and responsibilities of their role. Non-executive
directors' fees and payments are reviewed annually by the People and Remuneration Committee. The People
and Remuneration Committee may, from time to time, receive advice from independent remuneration
consultants to ensure non-executive directors' fees and payments are appropriate and in line with the market.
The chairman's fees are determined independently to the fees of other non-executive directors based on
comparative roles in the external market. The chairman is not present at any discussions relafing fo the
determination of his own remuneration. Non-executive directors do nof receive share options or other incentives.
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ASX listing rules require the aggregate non-executive directors' remuneration be determined periodically by a
general meeting. Initially, and unfil a different amount is determined, the maximum aggregate Directors’
remuneration for the purposes of the ASX Listing Rules and the Constitution is $800,000 per annum of which $440,000
is currently utilised.

The following annual fees are payable to Non-Executive Directors:
e Chair - Justin Ryan $200,000
¢ Non-executive director — Marina Go $100,000
e Non-executive director - Sandra Birkensleigh $100,000

The following annual committee fees are payable to the Chair of the Audit and Risk Management Committee
and the People and Remuneration Committee:

e Audit and Risk Management Committee — Sandra Birkensleigh $20,000

e People and Remuneration Committee — Marina Go $20,000

Directors do not receive any additional fees for being a member of a Board committee. All Directors' fees
include superannuation payments required by law to be made.

Executive remuneration
The consolidated entity aims to reward executives based on their position and responsibility, with a level and mix
of remuneration which has both fixed and variable components.

The executive remuneration and reward framework has four components:
e base pay and non-monetary benefits

e short-term performance incentives

e share-based payments

e ofherremuneration such as superannuation and long service leave

The combination of these comprises the executive's total remuneration.

Fixed remuneration, consisting of base salary, superannuation and non-monetary benefits, are reviewed annually
by the People and Remuneration Committee based on individual and business unit performance, the overall
performance of the consolidated entity and comparable market remunerations.

Short-term incentives
There were no short-term incentives offered to key management personnel in respect of the year ended 30 June
2021.

Adore Beauty intends to implement a short-term incentive ('STI') program for the year ended 30 June 2022. Short-
term incentives will be offered to the Chief Executive Officer and the Chief Financial Officer. The incentive offered
to the Chief Executive Officer will be limited to a maximum figure of $100,000. The Chief Financial Officer will be
limited to a maximum figure of $61,200. The Executive Directors are not participating in the STl program.

The STl is designed to align the targets of the business units with the performance hurdles of executives. STI
payments are granted to executives based on specific annual targets and key performance indicators ('KPI's')
being achieved. KPI's can include profit conftribution, customer satisfaction, leadership confribution and product
management.

Long-term incentives

Long-term incentives (‘LTI') were provided fto the Chief Executive Officer and the Chief Financial Officer on
completion of the IPO and listing on the Australian Stock Exchange. Details are included in the section marked
‘Share based compensation’. The long-term incentives ('LTl') are share-based payments. Shares and options to
purchase shares were awarded to the Chief Executive Officer and the Chief Financial Officer over a period of
four years based on long-term performance hurdles.

The Company will not be issuing any new LTls during the financial year ended 30 June 2022.
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Consolidated entity performance and link to remuneration

Remuneration for certain individuals is directly linked to the performance of the consolidated entity. Cash bonus
and incentive payments are at the discretion of the People and Remuneration Committee. Refer o the section
'‘Additional information' below for details of the earnings and total shareholders return for the last three years.

The People and Remuneration Committee is of the opinion that the continued improved results can be attributed
in part to the adoption of performance-based compensation and is satisfied that this improvement will continue
to increase shareholder wealth if maintained over the coming years.

Use of remuneration consultants

During the financial year ended 30 June 2021, the consolidated entity, through the People and Remuneration
Committee, engaged KPMG as remuneration consultants, to review its existing remuneration policies. KPMG was
paid $82,600 for these services.

Voting and comments made at the company's Annual General Meeting ((AGM)
The upcoming 2021 AGM will be the first AGM of the listed entity and will be the first fime that the entity seeks
adoption of the remuneration report and will invite shareholders fo make comment.
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Details of remuneration

Amounts of remuneration

Details of the remuneration of key management personnel of the consolidated entity are set out in the following
tables.

The key management personnel of the consolidated entity consisted of the following directors of Adore Beauty
Group Limited:

e Justin Ryan - Non-Executive Chair

Kate Morris - Executive Director

James Height - Executive Director

Sandra Birkensleigh — Non-Executive Director

Marina Go — Non-Executive Director

And the following persons:
e Tennealle O'Shannessy — Chief Executive Officer
e Stephanie Carroll - Chief Financial Officer

There have been no changes since the end of the reporting period.

Post-
employment Long-term
Short-term benefits benefits benefits Share-based payments

Cash salary Cash Non- Super- Long service Equity-settled Equity-settled

and fees Bonus monetary annuation leave shares options Total
2021 $ $ $ $ $ $ $ $
Non-Executive
Directors:
Justin Ryan (i) 123,671 - - 3,420 - - - 127,091
Marina Go {ii) 80,000 - - 7,600 - 50,000 - 137,600
Sandra
Birkensleigh (i) 80,000 - - 7,600 - 50,000 - 137,600
Simon Pither - - - - - - - -
Youngsoo Kim - - - - - - - -
Executive Directors:
Kate Morris (iv) 182,170 - - 17,306 8,212 - - 207,688
James Height (iv) 182,170 - - 17,306 8,212 - - 207,688
Other Key
Management
Personnel:
Tennealle
O’'Shannessy
(iii) (iv) 429,344 - - 21,757 - 228,083 344,436 1,023,620
Stephanie
Carroll (iv) 253,436 - - 22,610 - 22,808 31,030 329,884

1,330,791 - - 97.599 16,424 350,891 375,466 2,171,171

(i) Represents fees paid to QPE Growth Management from é October 2020 — 31 March 2021, and director remuneration 1 April 2021 - 30
June 2021.

(i)  Represents remuneration from 6 October 2020 to 30 June 2021.

(i) Represents remuneration from 24 August 2020 to 30 June 2021.

(iv) Cash salary and fees includes working from home allowance paid during COVID-19 lockdown periods.
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Short-term benefits

Cash salary Cash Non-
and fees Bonus monetary
2020 $ $ 3

Non-Executive
Directors:

Justin Ryan - -
Simon Pither - -
Youngsoo Kim - -

Executive Directors:
Kate Morris 181,650 -
James Height 181,650 -

Other Key
Management
Personnel:

Stephanie
Carroll (i) 245,477 -

Post-

employment
benefits

Super-

an

nuation

$

17,257
17,257

23,750

Long-term
benefits

Long
service
leave

$
(i)

26,974
26,974

Share-based payments

Equity-
settled
shares

$

Equity-settled
options

$

Total

$

225,881
225,881

269,227

608,777 -

58,264

53,948

720,989

(i) Provision for long service leave includes service from prior years.
(i) Represents remuneration from 26 November 2019 to 30 June 2020.

The proportion of remuneration linked to performance and the fixed proportion are as follows:

Fixed remuneration
Name 2021 2020

Non-Executive Directors:

Justin Ryan 100%
Marina Go 100%
Sandra Birkensleigh 100%
Simon Pither -
Youngsoo Kim -

Executive Directors:
Kate Morris 100%
James Height 100%

Other Key Management Personnel:
Tennealle O'Shannessy 44%
Stephanie Carroll 84%

100%
100%
100%

100%
100%

100%

At risk - STI

2021

2020

No cash bonuses were paid during the financial year or the previous financial year.

Atrisk - LTI
2020

2021

56%
16%
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Service agreements
Remuneration and other terms of employment for key management personnel are formalised in service
agreements. Details of these agreements are as follows:

Name: Tennealle O'Shannessy

Title: Chief Executive Officer

Agreement commenced: 24 August 2020

Term of agreement: Ongoing employment

Details: Base salary for the year ending 30 June 2022 of $510,000 plus superannuation

capped at the maximum contribution base as referred to in the
Superannuation Guarantee Administration Act 1992 (Cth). Base salary is
reviewed annually by the People and Remuneration Committee. Eligible o
participate in short-term incentive programs from 1 July 2021. Eligible fo
participate in long-term incentive programs. 6-month termination notice by
either party, non-solicitation and non-compete clauses.

Name: Kate Morris

Title: Executive Director (part fime)

Agreement commenced: 30 September 2019

Term of agreement: Ongoing employment.

Details: Base salary for the year ending 30 June 2022 of $185,287 plus superannuation,

reviewed annually by the People and Remuneration Committee. 12-month
termination notice by either party, non-solicitation and non-compete clauses.

Name: James Height

Title: Executive Director (part time)

Agreement commenced: 30 September 2019

Term of agreement: Ongoing employment

Details: Base salary for the year ending 30 June 2022 of $185,287 plus superannuation,

reviewed annually by the People and Remuneration Committee. 12-month
termination notice by either party, non-solicitation and non-compete clauses.

Name: Stephanie Carroll

Title: Chief Financial Officer

Agreement commenced: 20 April 2020

Term of agreement: Ongoing employment

Details: Base salary for the year ending 30 June 2022 of $255,000 plus superannuation

capped at the maximum contribution base as referred to in the
Superannuation Guarantee Administration Act 1992 (Cth). Base salary is
reviewed annually by the People and Remuneration Committee. Eligible o
participate in short-term incentive programs from 1 July 2021. Eligible to
participate in long-term incentive programs. 3 month termination notice by
either party, non-solicitation and non-compete clauses.

Key management personnel have no enfittement to termination payments in the event of removal for
misconduct.
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Share-based compensation

Issue of shares

Details of shares issued to directors and other key management personnel as part of compensation during the
year ended 30 June 2021 are set out below:

Name Date Shares Issue price S

Marina Go (i) 6/10/2020 7,407 $6.75 50,000
Sandra Birkensleigh (i) 6/10/2020 7,407 $6.75 50,000
Tennealle O’'Shannessy (ii) 31/08/2020 868,502 $1.00 868,502
Stephanie Carroll {(ii) 31/08/2020 86,850 $1.00 86,850

Vesting conditions

(1)
)

Each non-executive director, other than the Chair received a one-off listing bonus of $50,000 applied
by the Company as a subscription payment for shares at the offer price.

Management shares are loan backed shares pursuant to which the Company has loaned participant
monies to fund part or all of the purchase of management shares under a Management Equity Plan.
The loan afttaching fo the shares is limited recourse and must be repaid out of any proceeds from the
sale of the loan shares. Subject to the participant confinuing fo be employed or engaged by the
Company or a subsidiary of the Company:

(a) 25% of the loan shares will vest on completion of the IPO,

(b) a further 25% of the loan shares will vest on 30 June 2021,

(c) a further 25% of the loan shares will vest on 30 June 2022, and

(d) the final 25% of the loan shares will vest on 30 June 2023.

Issue of options
The terms and condifions of each grant of options over ordinary shares affecting remuneration of directors and
other key management personnel in this financial year or future reporting years are as follows:

Number of Fair value
options Vesting date and per option
Name granted Grant date exercisable date Expiry date Exercise price at grant date
Tennealle
O’Shannessy 555,000 6/10/2020 30/06/2024 30/06/2026 $6.75 $3.52
Stephanie Carroll 50,000 6/10/2020 30/06/2024 30/06/2026 $6.75 $3.52

Options granted carry no dividend or voting rights.
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All options were granted over unissued fully paid ordinary shares in the company. The number of options granted
was determined having regard to the satisfaction of performance measures and weightings as described above
in the section 'Consolidated entity performance and link to remuneration'. Opftions vest based on the provision of
service over the vesting period whereby the executive becomes beneficially entitled to the option on vesting
date. Options are exercisable by the holder as from the vesting date. There has not been any alteration to the
terms or conditions of the grant since the grant date. There are no amounts paid or payable by the recipient in
relation to the granting of such options other than on their potential exercise.

Option vesting conditions
Options will vest based on performance pf the Company measured at the end of the performance period.
Of the total number of options granted:
o 50% are subject to the satisfaction of a vesting condition relating to the Company’s revenue at the end of
the performance period (Revenue component); and
o 50% are subject to the satisfaction of a vesting condition relating to the Company’s EBITDA growth during
the performance period (EBITDA component).

Revenue component

In order for any options in the Revenue component to vest, a threshold level of performance must be achieved.
The percentage of options comprising the Revenue component that vest, if any, will be determined over the
performance period by reference to the below vesting schedule.

Company's revenue at the end of the performance period and % of options that vest.
e Less than threshold revenue — Nil
e Equal to threshold revenue — 50%
o Between threshold and maximum revenue - Straight line pro-rata vesting between 50% and 100%
e At or above maximum revenue — 100%
Threshold and maximum level of performance set by the Board.

EBITDA component

In order for any options in the EBITDA component to vest, a threshold level of performance must be achieved. The
percentage of options comprising the EBITDA component that vest, if any, wil be determined over the
performance period by reference to the below vesting schedule.

Company'’s EBITDA at the end of the performance period and % of options that vest.
e Less than threshold EBITDA — Nil
e Equal to threshold EBITDA - 50%
e Between threshold and maximum EBITDA - Straight line pro-rata vesting between 50% and 100%
e At or above maximum EBITDA — 100%

Threshold and maximum level of performance set by the Board.
Performance will not be retested if any of the Vesting Conditions are not satisfied at the end of the performance
period. Any options that remain unvested at the end of the performance period will lapse immediately.

Values of options over ordinary shares granted, exercised and lapsed for directors and other key management
personnel as part of compensation during the year ended 30 June 2021 are set out below:

Value of Value of Value of Remuneration
options options options consisting of
granted exercised lapsed options
during the during the during the for the
year year year year
Name $ $ $ %
Tennealle O'Shannessy 344,436 - - 34%
Stephanie Carroll 31,030 - - 9%
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Ad(ditional information
The key financial metrics of the consolidated entity for the three years to 30 June 2021 are summarised below:

2021 2020 2019

$'000 $'000 $'000
Sales revenue 179,277 121,142 73,319
Profit/(Loss) before income tax 46 898 1,343

The factors that are considered to affect total shareholders return ('TSR') are summarised below:

2021
Share price at financial year end ($) $4.28
Total dividends declared (cents per share) Nil
Basic earnings per share (cents per share) 0.92c

Additional disclosures relating to key management personnel

Shareholding
The number of shares in the company held during the financial year by each director and other members of key
management personnel of the consolidated entity, including their personally related parties, is set out below:

Balance at Received Balance at
the start of as part of Disposals/ the end of
the year remuneration Additions Other (i) the year

Ordinary shares
Kate Morris 17,000,000 - - (6,800,000) 10,200,000
James Height 17,000,000 - - (6,800,000) 10,200,000
Marina Go - 7,407 - - 7,407
Sandra Birkensleigh - 7,407 - - 7.407
Tennealle O'Shannessy - 868,502 - - 868,502
Stephanie Carroll - 86,850 - - 86,850

34,000,000 970,166

(13,600,000) 21,370,166

(i) Shares were sold as part of the IPO.

Option holding

The number of options over ordinary shares in the company held during the financial year by each director and
other members of key management personnel of the consolidated entity, including their personally related
parties, is set out below:

Balance at Expired/ Balance at
the start of forfeited/ the end of
the year Granted Exercised other the year
Options over ordinary shares
Tennealle O'Shannessy - 555,000 - - 555,000
Stephanie Carroll - 50,000 - - 50,000
- 605,000 - - 605,000

Other fransactions with key management personnel and their related parties

During the financial year, payments for goods from director-related entities of Kate Morris and James Height of
$25,684 (2020: $19,170) were made. The current trade payable balance as at 30 June 2021 was $2,163 (2020:
$4,809). All tfransactions were made on normal commercial terms and conditions and at market rates.

This concludes the remuneration report, which has been audited.
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Shares under option
Unissued ordinary shares of Adore Beauty Group Limited under option at the date of this report are as follows:

Exercise Number
Grant date Expiry date price under option
6/10/2020 30/06/2026 $6.75 605,000

No person entitled to exercise the options had or has any right by virtue of the option to participate in any share
issue of the company or of any other body corporate.

Shares issued on the exercise of options
No ordinary shares of Adore Beauty Group Limited were issued during the year ended 30 June 2021 and up to the
date of this report on the exercise of options granted.

Indemnity and insurance of officers

The company has indemnified the directors and executives of the company for costs incurred, in their capacity
as a director or executive, for which they may be held personally liable, except where there is a lack of good
faith.

During the financial year, the company paid a premium in respect of a contract to insure the directors and
executives of the company against a liability to the extent permitted by the Corporations Act 2001. The contract
of insurance prohibits disclosure of the nature of the liability and the amount of the premium.

Indemnity and insurance of auditor
The company has not, during or since the end of the financial year, indemnified or agreed to indemnify the auditor
of the company or any related entity against a liability incurred by the auditor.

During the financial year, the company has not paid a premium in respect of a confract to insure the auditor of
the company or any related entity.

Proceedings on behalf of the company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings
on behalf of the company, or to intervene in any proceedings to which the company is a party for the purpose
of taking responsibility on behalf of the company for all or part of those proceedings.

Non-audit services
Details of the amounts paid or payable to the auditor for non-audit services provided during the financial year by
the auditor are outlined in note 29 to the financial statements.

The directors are satisfied that the provision of non-audit services during the financial year, by the auditor (or by
another person or firm on the auditor's behalf), is compatible with the general standard of independence for
auditors imposed by the Corporations Act 2001.
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The directors are of the opinion that the services as disclosed in note 29 to the financial statements do not

compromise the external auditor's independence requirements of the Corporations Act 2001 for the following

reasons:

e dallnon-audit services have been reviewed and approved to ensure that they do not impact the integrity and
objectivity of the auditor; and

e none of the services undermine the general principles relating to auditor independence as set out in APES
110 Code of Ethics for Professional Accountants issued by the Accounting Professional and Ethical Standards
Board, including reviewing or auditing the auditor's own work, acting in a management or decision-making
capacity for the company, acting as advocate for the company or jointly sharing economic risks and
rewards.

Officers of the company who are former partners of Grant Thornton Audit Pty Ltd
There are no officers of the company who are former partners of Grant Thornton Audit Pty Ltd.

Rounding of amounts

The company is of a kind referred to in Corporations Instrument 2016/191, issued by the Australian Securities and
Investments Commission, relating to rounding-off'. Amounts in this report have been rounded off in accordance
with that Corporations Instrument to the nearest thousand dollars, or in certain cases, the nearest dollar.

Auditor's independence declaration
A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001
is set out immediately after this directors' report.

Auditor
Grant Thornton Audit Pty Ltd continues in office in accordance with section 327 of the Corporations Act 2001.

This report is made in accordance with a resolution of directors, pursuant to section 298(2)(a) of the Corporations
Act 2001.

On behalf of the directors

L jwnw\ ,QSI%M

Justin Ryan
Chair

30 August 2021
Melbourne



O GrantThornton

Collins Square, Tower 5
727 Collins Street
Melbourne Victoria 3008

Correspondence to:
GPO Box 4736
Melbourne Victoria 3001

T +61 3 8320 2222
F +61 3 8320 2200

E info.vic@au.gt.com

W www.grantthornton.com.au

Auditor’s Independence Declaration

To the Directors of Adore Beauty Group Limited

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead auditor for the audit of Adore
Beauty Group Limited for the year ended 30 June 2021, | declare that, to the best of my knowledge and belief, there have

been:
a no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and
b no contraventions of any applicable code of professional conduct in relation to the audit.

Gf&/l/t){' //Zwifl/u{‘o\,L

Grant Thornton Audit Pty Ltd
Chartered Accountants

gl

C S Gangemi
Partner — Audit & Assurance

Melbourne, 30 August 2021

Grant Thornton Audit Pty Ltd ACN 130 913 594 www.grantthornton.com.au
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients
and/or refers to one or more member firms, as the context requires. Grant Thornton Australia Ltd is @ member firm of Grant Thornton International
Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm is a separate legal entity. Services are
delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one
another and are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton’ may refer to
Grant Thornton Australia Limited ABN 41 127 556 389 and its Australian subsidiaries and related entities. GTIL is not an Australian related entity to
Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation.
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General information

The financial statements cover Adore Beauty Group Limited as a consolidated entity consisting of Adore Beauty
Group Limited and the entities it controlled at the end of, or during, the year. The financial statements are
presented in Australian dollars, which is Adore Beauty Group Limited's functional and presentation currency.

Adore Beauty Group Limited is a listed public company limited by shares, incorporated and domiciled in Australia.
Its reqistered office and principal place of business are:

Registered office & principal place of business
Level 1

421 High Street

Northcote VIC 3070

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

The financial statements were authorised for issue, in accordance with a resolution of directors, on 30th August
2021. The directors have the power to amend and reissue the financial statements.
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Consolidated

Note 2021 2020
$'000 $'000
Revenue 4 179,277 121,142
Cost of sales 6 (120,002) (82,591)
Gross profit 59,275 38,551
Otherincome 5 21 39
Expenses:
Advertising and marketing expense (23,073) (14,024)
Employee benefits expense 6 (18,241) (11,443)
Initial public offering and transaction costs (5.322) -
Depreciation and amortisation expense 6 (1,501) (1.190)
Finance costs 6 (125) (221)
Other operating expenses (10,988) (10,814)
Profit before income tax expense 46 898
Income tax benefit/(expense) 7 799 (2,127)
Profit/(Loss) after income tax expense for the year 845 (1,229)
Other comprehensive income
[tems that will not be reclassified subsequently to profit or loss - -
[tems that may be reclassified subsequently to profit or loss
Foreign currency franslation - (5)
Other comprehensive income/(loss) for the year, net of tax - (5)
Total comprehensive income/(loss) for the year 845 (1,234)
Cents Cents
Basic earnings per share 39 0.92 cents  (1.93) cents
Diluted earnings per share 39 0.92 cents  (1.93) cents

The above statement of profit or loss and other comprehensive income should be read in conjunction with the
accompanying notes
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Consolidated statement of financial position

As at 30 June 2021

Assets

Current assets
Cash and cash equivalents

Trade and other receivables

Current tax receivable
Inventories

Other current assets
Total current assets

Non-current assets

Property, plant and equipment

Right-of-use assets
Intangibles

Deferred tax

Total non-current assets

Total assets

Liabilities

Current liabilities

Trade and other payables
Borrowings

Lease liabilities

Income tax

Employee benefits

Total current liabilities

Non-current liabilities
Lease liabilities

Employee benefits

Total non-current liabilities

Total liabilities
Net assets
Equity

Issued capital
Reserves

Accumulated losses

Total equity

Note

19
10
11

12
13
14
15

16
17
18
19
20

21
22

23
24
25

Consolidated

2021 2020
$'000 $'000
29,002 16,558
658 2,087
958 -
14,945 14,714
2,105 1,671
47,668 35,030
889 964
1,165 1,078
2,592 1,586
4,074 895
8,720 4,523
56,388 39,553
19,485 17,191
- 3,212
420 589
- 1,732
1,075 688
20,980 23,412
926 672
223 109
1,149 781
22,129 24,193
34,259 15,360
102,076 85,000
(67,131) (68,109)
(686) (1,531)
34,259 15,360

The above statement of financial position should be read in conjunction with the accompanying notes
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Issued Foreign Corporate Retained
capital currency re- Share based profits/
(Ordinary translation organisation payments (Accumulated Total
Note shares) reserve reserve reserve losses) equity
$'000 $'000 $'000 $'000 $,000 $'000
Balance at 1 July 2019 - - - 2,381 2,381
Adjustment on adoption of AASB 16 - - - - (120) (120)
Balance at 1 July 2019 - restated - - - - 2,261 2,261
Transactions with owners
Contributions of equity, net of fransaction costs 23 85,000 - - - - 85,000
Restructure of Adore Beauty Pty Ltd 4] - - (68,104) - (1.149) (69,253)
Payments of dividends 26 - - - - (1,414)  (1,414)
Total transactions with owners 85,000 - (68,104) - (2,563) 14,333
Comprehensive income
Loss for the period - - - - (1,229)  (1,229)
Other comprehensive income/(loss) - (5) - - - (5)
Total comprehensive income - (5) - - (1,229) (1,234)
Balance at 30 June 2020 85,000 (5) (68,104) - (1,5631) 15,360
Balance at 1 July 2020 85,000 (5) (68,104) - (1,531) 15,360
Transactions with owners
Share-based payments 279 - - 978 - 1,257
Return of capital (17,000) - - - - (17,000)
Contributions of equity, net of fransaction costs 33,797 - - - - 33,797
Total transactions with owners 23 17,076 - - 978 - 18,054
Comprehensive income
Profit for the period - - - - 845 845
Total comprehensive income - - - - 845 845
Balance at 30 June 2021 102,076 (5) (68,104) 978 (688) 34,259

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

Note 2021 2020
$'000 $'000

Cash flows from operating activities
Receipts from customers (inclusive of GST) 198,779 133,435
Payments to suppliers and employees (inclusive of GST) (192,377) (127,652)

6,402 5,783
Interest received 21 39
Income taxes paid (2,180) (1,038)
Net cash from operating activities 36 4,243 4,784
Cash flows from investing activities
Payments for infangible assets (1,791) (1,155)
Payments for property, plant and equipment (206) (444)
Proceeds from sale of property, plant and equipment 9 5
Net cash used in investing activities (1,988) (1,594)
Cash flows from financing activities
Proceeds from issue of shares 40,293 10,707
Return of capital (17,000) -
Payment for equity raise costs (9.281) -
Proceeds from borrowings - 2,881
Repayment of borrowings (3.212) -
Interest and other finance costs paid (125) (221)
Repayment of lease liabilities (486) (520)
Dividends paid 26 - (1,414)
Net cash from financing activities 10,189 11,433
Net increase in cash and cash equivalents 12,444 14,623
Cash and cash equivalents at the beginning of the financial year 16,558 1,935
Cash and cash equivalents at the end of the financial year 8 29,002 16,558

The above statement of cash flows should be read in conjunction with the accompanying notes
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Notes to the financial statements
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Note 1. Significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

New or amended Accounting Standards and Interpretations adopted
The consolidated entity has adopted all the new or amended Accounting Standards and Interpretations issued
by the Australian Accounting Standards Board ('AASB') that are mandatory for the current reporting period.

Any new or amended Accounting Standards or Interpretations that are not yet mandatory have not been early
adopted.

The following Accounting Standards and Interpretations are most relevant to the consolidated entity:

Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian Accounting
Standards and Interpretations issued by the Australian Accounting Standards Board ('AASB') and the Corporations
Act 2001, as appropriate for for-profit oriented entities. These financial statements also comply with International
Financial Reporting Standards as issued by the International Accounting Standards Board ('IASB').

Historical cost convention

The financial statements have been prepared under the historical cost convention, except for, where applicable,
the revaluation of financial assets and liabilities at fair value through profit or loss, financial assets at fair value
through other comprehensive income, investment properties, certain classes of property, plant and equipment
and derivative financial instruments.

Critical accounting estimates

The preparation of the financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the consolidated entity's accounting policies.
The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are
significant to the financial statements, are disclosed in note 2.

Parent entity information
In accordance with the Corporations Act 2001, these financial statements present the results of the consolidated
entity only. Supplementary information about the parent entity is disclosed in note 33.

Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Adore Beauty
Group Limited (‘company' or 'parent enfity') as at 30 June 2021 and the results of all subsidiaries for the year then
ended. Adore Beauty Group Limited and its subsidiaries together are referred to in these financial statements as
the 'consolidated entity'.

Subsidiaries are all those entities over which the consolidated entity has control. The consolidated entity controls
an entity when the consolidated entity 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 conftrol is transferred to the consolidated entity. They are de-
consolidated from the date that control ceases.

Intercompany transactions, balances and unrealised gains on fransactions between entities in the consolidated
enfity are eliminated. Unrealised losses are also eliminated unless the fransaction provides evidence of the
impairment of the asset tfransferred. Accounting policies of subsidiaries have been changed where necessary to
ensure consistency with the policies adopted by the consolidated entfity.
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Note 1. Significant accounting policies (continued)

The acquisition of subsidiaries is accounted for using the acquisition method of accounting. A change in ownership
interest, without the loss of conftrol, is accounted for as an equity transaction, where the difference between the
consideration fransferred and the book value of the share of the non-confrolling interest acquired is recognised
directly in equity attributable to the parent.

Non-controlling interest in the results and equity of subsidiaries are shown separately in the statement of profit or
loss and other comprehensive income, statement of financial position and statement of changes in equity of the
consolidated entity. Losses incurred by the consolidated entity are attributed to the non-conftrolling interest in full,
even if that results in a deficit balance.

Where the consolidated entity loses control over a subsidiary, it derecognises the assets including goodwill,
liabilities and non-confrolling interest in the subsidiary together with any cumulative translafion differences
recognised in equity. The consolidated entity recognises the fair value of the consideration received and the fair
value of any investment retained together with any gain or loss in profit or loss.

Operating segments

The consolidated entity operates in one segment being the sale of beauty and personal care products through
its online platform. This operating segment is based on the internal reports that are reviewed and used by the
Board of Directors (who are identified as the Chief Operating Decision Makers ((CODM')) in assessing performance
and in determining the allocation of resources. There is no aggregation of operating segments.

Foreign currency translation
The financial statements are presented in Australian dollars, which is Adore Beauty Group Limited's functional and
presentation currency.

Foreign currency transactions

Foreign currency fransactions are translated into Australian dollars using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the franslation at financial year-end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in profit or loss.

Sale of goods
Revenue from the sale of goods is recognised at the point in time when the customer obtains control of the goods,
which is generally at the time of delivery.

Gift vouchers are considered a prepayment for goods to be delivered in the future. The entity has an obligation
to transfer the goods in the future — creating a performance obligation. The entity recognises a current gift voucher
liability for the amount of the prepayment and recognises revenue when the customer redeems the gift voucher
and the entity fulfils the performance obligation related to the transaction or likelihood of the gift voucher being
redeemed by the customer is deemed remote.

Interest

Interest revenue is recognised as interest accrues using the effective interest method. This is a method of
calculating the amortised cost of a financial asset and allocating the interest income over the relevant period
using the effective interest rate, which is the rate that exactly discounts estimated future cash receipts through
the expected life of the financial asset to the net carrying amount of the financial asset.

Other revenue
Other revenue is recognised when it is received or when the right fo receive payment is established.
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Note 1. Significant accounting policies (continued)

Income tax
The income tax expense or benefit for the period is the tax payable on that period's taxable income based on
the applicable income tax rate for each jurisdiction, adjusted by the changes in deferred tax assets and liabilities
aftributable to temporary differences, unused tax losses and the adjustment recognised for prior periods, where
applicable.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to be applied
when the assets are recovered or liabilities are setftled, based on those tax rates that are enacted or substantively
enacted, except for:

e When the deferred income tax asset or liability arises from the initial recognition of goodwill or an asset or
liability in a tfransaction that is not a business combination and that, at the time of the transaction, affects
neither the accounting nor taxable profits; or

e When the taxable temporary difference is associated with interests in subsidiaries, associates or joint ventures,
and the timing of the reversal can be confrolled and it is probable that the temporary difference will not
reverse in the foreseeable future.

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

The carrying amount of recognised and unrecognised deferred tax assets are reviewed at each reporting date.
Deferred tax assetfs recognised are reduced to the extent that it is no longer probable that future taxable profits
will be available for the carrying amount to be recovered. Previously unrecognised deferred tax assets are
recognised to the extent that it is probable that there are future taxable profits available to recover the asset.

Deferred tax assets and liabilities are offset only where there is a legally enforceable right to offset current tax
assetfs against current tax liabilities and deferred tax assets against deferred tax liabilities; and they relate to the
same taxable authority on either the same taxable entity or different taxable entities which intend to settle
simultaneously.

Adore Beauty Group Limited (the 'head entity') and its wholly-owned Australian subsidiaries, have formed an
income tax consolidated group under the tax consolidation regime!- The head entity and each subsidiary in the
tax consolidated group continue to account for their own current and deferred tax amounts. The tax consolidated
group has applied the 'separate taxpayer within group' approach in determining the appropriate amount of taxes
to allocate to members of the tax consolidated group.

In addition to its own current and deferred tax amounts, the head entity also recognises the current tax liabilities
(or assets) and the deferred tax assets arising from unused tax losses and unused tax credits assumed from each
subsidiary in the tax consolidated group.

Assets or liabilities arising under tax funding agreements with the tax consolidated entities are recognised as
amounts receivable from or payable to other entities in the tax consolidated group. The tax funding arrangement
ensures that the infercompany charge equals the current tax liability or benefit of each tax consolidated group
member, resulting in neither a contribution by the head entity to the subsidiaries nor a distribution by the
subsidiaries to the head entfity.

Interpretation 23 - Uncertainty over Income Tax Treatments

Interpretation 23 requires the assessment of whether the effect of uncertainty over income tax tfreatments should
be included in the determination of faxable profit/(loss), fax bases, unused tax losses, unused tax credits and tax
rates. The Interpretation outlines the requirements to determine whether an entity considers uncertain tax
freatments separately, the assumptions an entity makes about the examination of tax freatments by taxation
authorities, how an entity determines taxable profit/(loss), tax bases, unused tax losses, unused tax credits, and tax
rates and how an entity considers changes in facts and circumstances.

1. Northside Brands is not currently included in the income tax consolidated group.
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Note 1. Significant accounting policies (continued)

Current and non-current classification
Assets and liabilities are presented in the statement of financial position based on current and non-current
classification.

An asset is classified as current when: it is either expected to be realised or intended to be sold or consumed in
the consolidated entity's normal operating cycle; it is held primarily for the purpose of trading; it is expected to be
realised within 12 months after the reporting period; or the asset is cash or cash equivalent unless restricted from
being exchanged or used to settle a liability for at least 12 months after the reporting period. All other assets are
classified as non-current.

A liability is classified as current when: it is either expected to be seftled in the consolidated entity's normal
operating cycle; it is held primarily for the purpose of frading; it is due fo be settled within 12 months after the
reporting period; or there is no unconditional right to defer the seftlement of the liability for at least 12 months after
the reporting period. All other liabilities are classified as non-current.

Deferred tax assets and liabilities are always classified as non-current.

Cash and cash equivalents

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.

Trade and other receivables

Trade receivables are inifially recognised aft fair value and subsequently measured at amortised cost using the
effective interest method, less any allowance for expected credit losses. Trade receivables are generally due for
seftlement within 30 days.

The consolidated entity has applied the simplified approach to measuring expected credit losses, which uses a
lifetime expected loss allowance. To measure the expected credit losses, frade receivables have been grouped
based on days overdue.

Other receivables are recognised at amortised cost, less any allowance for expected credit losses.

Right of return assets

Right of return assets represents the right to recover inventory sold to customers and is based on an estimate of
customers who may exercise their right to return the goods and claim a refund. Such rights are measured af the
value at which the inventory was previously carried prior to sale, less expected recovery costs and any impairment.

Inventories
Costs of purchased inventory are determined after deducting rebates and discounts received or receivable.

Stock in transit is stated at the lower of cost and net realisable value. Cost comprises of purchase and delivery
costs, net of rebates and discounts received or receivable.

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.

Investments and other financial assets

Investments and other financial assets are initially measured at fair value. Transaction costs are included as part
of the initial measurement, except for financial assets at fair value through profit or loss. Such assets are
subsequently measured at either amortised cost or fair value depending on their classification. Classification is
determined based on both the business model within which such assets are held and the contractual cash flow
characteristics of the financial asset unless an accounting mismatch is being avoided.
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Financial assets are derecognised when the rights to receive cash flows have expired or have been fransferred
and the consolidated entity has transferred substantially all the risks and rewards of ownership. When there is no
reasonable expectation of recovering part or all of a financial asset, its carrying value is written off.

Financial assets at fair value through profit or loss

Financial assets not measured at amortised cost or at fair value through other comprehensive income are
classified as financial assets at fair value through profit or loss. Typically, such financial assets will be either: (i) held
for trading, where they are acquired for the purpose of selling in the short-term with an intention of making a profit,
or a derivative; or (ii) designated as such upon initial recognition where permitted. Fair value movements are
recognised in profit or loss.

Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income include equity investments which the
consolidated entity intfends to hold for the foreseeable future and has irevocably elected to classify them as such
upon initial recognition.

Impairment of financial assets

The consolidated entity recognises a loss allowance for expected credit losses on financial assets which are either
measured at amortised cost or fair value through other comprehensive income. The measurement of the loss
allowance depends upon the consolidated entity's assessment at the end of each reporting period as to whether
the financial instrument's credit risk has increased significantly since initial recognition, based on reasonable and
supportable information that is available, without undue cost or effort to obtain.

Where there has not been a significant increase in exposure to credit risk since initial recognition, a 12-month
expected credit loss allowance is estimated. This represents a portion of the asset's lifetime expected credit losses
that is aftributable to a default event that is possible within the next 12 months. Where a financial asset has
become credit impaired or where it is determined that credit risk has increased significantly, the loss allowance is
based on the asset's lifetime expected credit losses. The amount of expected credit loss recognised is measured
on the basis of the probability weighted present value of anficipated cash shortfalls over the life of the instrument
discounted at the original effective interest rate.

For financial assets mandatorily measured at fair value through other comprehensive income, the loss allowance
is recognised in other comprehensive income with a corresponding expense through profit or loss. In all other
cases, the loss allowance reduces the asset's carrying value with a corresponding expense through profit or loss.

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

Depreciation is calculated on a straight-line basis to write off the net cost of each item of property, plant and
equipment (excluding land) over their expected useful lives as follows:

Computer equipment 50%
Plant and equipment 2.5% - 20%

The residual values, useful lives and depreciation methods are reviewed, and adjusted if appropriate, at each
reporting dafe.

Leasehold improvements are depreciated over the unexpired period of the lease or the estimated useful life of
the assets, whichever is shorter.
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An item of property, plant and equipment is derecognised upon disposal or when there is no future economic
benefit fo the consolidated entity. Gains and losses between the carrying amount and the disposal proceeds are
taken to profit or loss. Any revaluation surplus reserve relating to the item disposed of is fransferred directly to
retained profits.

Right-of-use assets

A right-of-use asset is recognised at the commencement date of a lease. The right-of-use asset is measured at
cost, which comprises the initial amount of the lease liability, adjusted for, as applicable, any lease payments
made at or before the commencement date net of any lease incentives received, any initial direct costs incurred,
and, except where included in the cost of inventories, an estimate of costs expected to be incurred for dismantling
and removing the underlying asset, and restoring the site or asset.

Right-of-use assets are depreciated on a straight-line basis over the unexpired period of the lease or the estimated
useful life of the asset, whichever is the shorter. Where the consolidated entity expects to obtain ownership of the
leased asset at the end of the lease term, the depreciation is over its estimated useful life. Right-of use assets are
subject to impairment or adjusted for any remeasurement of lease liabilities.

The consolidated entity has elected not to recognise a right-of-use asset and corresponding lease liability for short-
term leases with terms of 12 months or less and leases of low-value assets. Lease payments on these assets are
expensed to profit or loss as incurred.

Intangible assets

Intangible assets acquired as part of a business combination, other than goodwill, are initially measured at their
fair value atf the date of the acquisition. Infangible assets acquired separately are initially recognised at cost.
Indefinite life infangible assets are not amortised and are subsequently measured at cost less any impairment.
Finite life infangible assets are subsequently measured at cost less amortisation and any impairment. The gains or
losses recognised in profit or loss arising from the derecognition of infangible assets are measured as the difference
between net disposal proceeds and the carrying amount of the infangible asset. The method and useful lives of
finite life infangible assets are reviewed annually. Changes in the expected pattern of consumption or useful life
are accounted for prospectively by changing the amortisation method or period.

Product Development

Product development costs are capitalised when it is probable that the project will be a success considering its
commercial and technical feasibility; the consolidated entity is able to use or sell the asset; the consolidated entity
has sufficient resources and intent to complete the development; and its costs can be measured reliably.
Capitalised development costs are amortised on a straight-line basis over the period of their expected benefit,
being their finite life of up to 10 years.

Patents and frademarks
Significant costs associated with patents and trademarks are deferred and amortised on a straight-line basis over
the period of their expected benefit, being their finite life of 10 years.

Website

Significant costs associated with the development of the revenue generating aspects of the website, including
the capacity of placing orders, are deferred and amortised on a straight-line basis over the period of their
expected benefit, being their finite life of 4 years.

Impairment of non-financial assets

Non-financial assets are reviewed 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 ifs recoverable amount.
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Recoverable amount is the higher of an asset's fair value less costs of disposal and value-in-use. The value-in-use
is the present value of the estimated future cash flows relating to the asset using a pre-tax discount rate specific
fo the asset or cash-generating unit to which the asset belongs. Assets that do not have independent cash flows
are grouped fogether to form a cash-generating unit.

Trade and other payables

These amounts represent liabilities for goods and services provided to the consolidated entity prior to the end of
the financial year and which are unpaid. Due to their short-term nature they are measured at amortised cost and
are not discounted. The amounts are unsecured and are usually paid within 30 days of recognition.

Borrowings
Loans and borrowings are initially recognised at the fair value of the consideration received, net of fransaction
costs. They are subsequently measured at amortised cost using the effective interest method.

Lease liabilities

A lease liability is recognised at the commencement date of alease. The lease liability is initially recognised at the
present value of the lease payments to be made over the term of the lease, discounted using the interest rate
implicit in the lease or, if that rate cannot be readily determined, the consolidated entity's incremental borrowing
rate. Lease payments comprise of fixed payments less any lease incentives receivable, variable lease payments
that depend on an index or a rate, amounts expected to be paid under residual value guarantees, exercise price
of a purchase option when the exercise of the option is reasonably certain to occur, and any anficipated
termination penalties. The variable lease payments that do not depend on an index or arate are expensed in the
period in which they are incurred.

Lease liabilities are measured at amortised cost using the effective interest method. The carrying amounts are
remeasured if there is a change in the following: future lease payments arising from a change in an index or a
rate used; residual guarantee; lease term; certainty of a purchase option and termination penalties. When a lease
liability is remeasured, an adjustment is made to the corresponding right-of use asset, or to profit or loss if the
carrying amount of the right-of-use asset is fully written down.

Finance costs
Finance costs attributable to qualifying assets are capitalised as part of the asset. All other finance costs are
expensed in the period in which they are incurred.

Provisions

Provisions are recognised when the consolidated entity has a present (legal or constructive) obligation as a result
of a past event, it is probable the consolidated entity will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation. The amount recognised as a provision is the best estimate
of the consideration required to settle the present obligation at the reporting date, taking info account the risks
and uncertainties surrounding the obligation. If the time value of money is material, provisions are discounted
using a current pre-tax rate specific to the liability. The increase in the provision resulting from the passage of time
is recognised as a finance cost.

Employee benefits
Short-term employee benefits
Liabilities for wages and salaries, including non-monetary benefits, annual leave and long service leave expected

fo be seftled wholly within 12 months of the reporting date are measured at the amounts expected to be paid
when the liabilities are settled.
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Other long-term employee benefits

The liability for annual leave and long service leave not expected o be setftled within 12 months of the reporting
date are measured at the present value of expected future payments to be made in respect of services provided
by employees up to the reporting date 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 reporting date on corporate bonds with terms to maturity
and currency that match, as closely as possible, the estimated future cash outflows.

Defined contribution superannuation expense
Conftributions to defined contribution superannuation plans are expensed in the period in which they are incurred.

Share-based payments
Equity-settled and cash-settled share-based compensation benefits are provided to employees.

Equity-seftled transactions are awards of shares, or optfions over shares, that are provided to employees in
exchange for the rendering of services. Cash-settled transactions are awards of cash for the exchange of services,
where the amount of cash is determined by reference to the share price.

The cost of equity-settled transactions are measured at fair value on grant date. Fair value is independently
determined using either the Binomial or Black-Scholes option pricing model that takes into account the exercise
price, the term of the option, the impact of dilution, the share price at grant date and expected price volatility of
the underlying share, the expected dividend yield and the risk free interest rate for the term of the option, together
with non-vesting conditions that do not determine whether the consolidated entity receives the services that
enftitle the employees to receive payment. No account is faken of any other vesting conditions.

The cost of equity-settled fransactions are recognised as an expense with a corresponding increase in equity over
the vesting period. The cumulative charge to profit or loss is calculated based on the grant date fair value of the
award, the best estimate of the number of awards that are likely fo vest and the expired portion of the vesting
period. The amount recognised in profit or loss for the period is the cumulative amount calculated at each
reporting date less amounts already recognised in previous periods.

The cost of cash-settled transactions is initially, and at each reporting date until vested, determined by applying

either the Binomial or Black-Scholes option pricing model, taking into consideration the terms and condifions on

which the award was granted. The cumulative charge to profit or loss until settlement of the liability is calculated

as follows:

e during the vesting period, the liability at each reporting date is the fair value of the award at that date
multiplied by the expired portion of the vesting period.

e from the end of the vesting period until settlement of the award, the liability is the full fair value of the liability
at the reporting date.

All changes in the liability are recognised in profit or loss. The ultimate cost of cash-settled transactions is the cash
paid to settle the liability.

Market conditions are taken into consideration in determining fair value. Therefore, any awards subject to market
condifions are considered to vest irespective of whether or not that market condition has been met, provided all
other conditions are safisfied.

If equity-settled awards are modified, as a minimum an expense is recognised as if the modification has not been

made. An additional expense is recognised, over the remaining vesting period, for any modification that increases
the total fair value of the share-based compensation benefit as at the date of modification.
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If the non-vesting condition is within the conftrol of the consolidated entity or employee, the failure to satisfy the
condition is freated as a cancellation. If the condition is not within the control of the consolidated entity or
employee and is not saftisfied during the vesting period, any remaining expense for the award is recognised over
the remaining vesting period, unless the award is forfeited.

If equity-settled awards are cancelled, it is treated as if it has vested on the date of cancellation, and any
remaining expense is recognised immediately. If a new replacement award is substituted for the cancelled award,
the cancelled and new award is freated as if they were a modification.

Fair value measurement

When an asset or liability, financial or non-financial, is measured aft fair value for recognition or disclosure purposes,
the fair value is based on the price that would be received to sell an asset or paid to fransfer a liability in an orderly
fransaction between market participants at the measurement date; and assumes that the transaction will take
place either: in the principal market; or in the absence of a principal market, in the most advantageous market.

Fair value is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming they act in their economic best interests. For non-financial assets, the fair value measurement is based
on its highest and best use. Valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, are used, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

Assets and liabilities measured at fair value are classified into three levels, using a fair value hierarchy that reflects
the significance of the inputs used in making the measurements. Classifications are reviewed at each reporting
date and transfers between levels are determined based on a reassessment of the lowest level of input that is
significant to the fair value measurement.

For recurring and non-recurring fair value measurements, external valuers may be used when internal expertise is
either not available or when the valuation is deemed to be significant. External valuers are selected based on
market knowledge and reputation. Where there is a significant change in fair value of an asset or liability from one
period to another, an analysis is undertaken, which includes a verification of the major inputs applied in the latest
valuation and a comparison, where applicable, with external sources of data.

Acquisition of Adore Beauty Pty Lid

Adore Beauty Group (formerly Tate TopCo Pty Ltd), through Tate BidCo Pty Ltd completed the acquisition of Adore
Beauty Pty Ltd on 30 September 2019. As a result of the acquisition, the former shareholders of Adore Beauty Pty
Ltd were issued shares in Tate TopCo Pty Ltd. Tate TopCo Pty Ltd and Tate BidCo Pty Ltd are newly formed entifies
that did not include a business and Adore Beauty Pty Ltd did not combine with any other business. Accordingly,
the consolidated financial statements of Tate TopCo Pty Ltd have been prepared as a continuation of the business
operations of Adore Beauty Pty Ltd and the results are from 1 July 2019.

The identifiable net assets are measured at book value. The excess between the purchase consideration and the

existing Adore Beauty Pty Ltd book value of the identifiable net assets acquired is allocated to the corporate
reorganisation reserve (refer note 41).

Issued capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction,
net of tax, from the proceeds.
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Dividends
Dividends are recognised when declared during the financial year and no longer at the discretion of the
company.

Earnings per share

Basic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to the owners of Adore Beauty Group
Limited, excluding any costs of servicing equity other than ordinary shares, by the weighted average number of
ordinary shares outstanding during the financial year, adjusted for bonus elements in ordinary shares issued during
the financial year.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into
account the after income tax effect of interest and other financing costs associated with dilutive potential
ordinary shares and the weighted average number of shares assumed to have been issued for no consideration
in relation to dilutive potential ordinary shares.

Goods and Services Tax ('GST') and other similar taxes

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is
not recoverable from the tax authority. In this case it is recognised as part of the cost of the 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 tax authority is included in other receivables or other payables in the
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 tax authority, are presented as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the
tax authority.

Rounding of amounts

The company is of a kind referred to in Corporations Instrument 2016/191, issued by the Australian Securities and
Investments Commission, relating to rounding-off'. Amounts in this report have been rounded off in accordance
with that Corporations Instrument to the nearest thousand dollars, or in certain cases, the nearest dollar.
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New Accounting Standards and Interpretations not yet mandatory or early adopted

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet
mandatory, have not been early adopted by the consolidated entity for the annual reporting period ended 30
June 2021. The consolidated entity has not yet assessed the impact of these new or amended Accounting
Standards and Interpretations.

During the financial year, the International Financial Reporting Interpretations Committee (IFRIC) identified that
various approaches to customisation and configuration costs for cloud computing arrangements were utilised by
companies depending on internal policy. These policies varied from expensing all costs in full to capitalisation of
all costs in full, with most entities faking a more nuanced approach in their capitalisation policy and differentiating
between expenditure with different underlying fact patterns.

The Agenda Decision requires that management capitalise those elements of expenditure that meet the definition
of an “Intangible Asset” as defined by AASB 138 Intangible Assets and recognise any additional amounts as an
expense as the entity benefits from the expenditure — either by applying AASB 138 or applying another accounting
standard. The impact of this decision has not had a material impact on the consolidated entity's financial
statements.

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 tfransactions.

Note 2. Critical accounting judgements, estimates and assumptions

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts in the financial statements. Management continually evaluates its
judgements and estimates in relation to assets, liabilities, contingent liabilities, revenue and expenses.
Management bases its judgements, estimates and assumptions on historical experience and on other various
factors, including expectations of future events, management believes to be reasonable under the
circumstances. The resulting accounting judgements and estimates will seldom equal the related actual results.
The judgements, estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities (refer to the respective notes) within the next financial year are discussed
below.

Share-based payment transactions

The consolidated entity measures the cost of equity-settled fransactions with employees by reference to the fair
value of the equity instruments at the date at which they are granted. The fair value is determined by using either
the Binomial or Black-Scholes model taking info account the terms and conditions upon which the instruments
were granted. The accounting estimates and assumptions relating to equity-settled share-based payments would
have no impact on the carrying amounts of assets and liabilities within the next annual reporting period but may
impact profit or loss and equity.

Income tax

The consolidated entity is subject to income taxes in the jurisdictions in which it operates. Significant judgement is
required in determining the provision for income tax. There are many fransactions and calculations undertaken
during the ordinary course of business for which the ultimate tax determination is uncertain. The consolidated
enftity recognises liabilities for anficipated tax auditissues based on the consolidated entity's current understanding
of the tax law. Where the final tax outcome of these matters is different from the carrying amounts, such
differences willimpact the current and deferred tax provisions in the period in which such determination is made.

Recovery of deferred tax assets

Deferred tax assets are recognised for deductible temporary differences only if the consolidated entity considers
it is probable that future taxable amounts will be available to utilise those temporary differences and losses.
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Identification of reportable operating segments

The consolidated entity operates in one segment being the sale of beauty and personal care products through
its online platform. This operating segment is based on the internal reports that are reviewed and used by the
Board of Directors (who are identified as the Chief Operating Decision Makers ((CODM')) in assessing performance
and in determining the allocation of resources. There is no aggregation of operating segments.

The operating segment information is the same information as provided throughout the financial statements and
therefore not duplicated. The information reported to the CODM is on at least a monthly basis.

Note 4. Revenue

Consolidated

2021 2020
$'000 $'000
Revenue from contracts with customers
Sale of products 179,277 121,137
Other revenue
Other revenue - 5
Revenue 179,277 121,142
Note 5. Other income
Consolidated
2021 2020
$'000 $'000
Interest revenue calculated using the effective interest method 21 39

Other income 21 39
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Profit before income tax includes the following specific expenses:

Cost of sales
Cost of sales

Depreciation

Plant and equipment
Buildings right-of-use assets
Total depreciation

Amortisation

Welbsite

Patents and trademarks
Product development
Total amortisation

Total depreciation and amortisation

Finance costs

Interest and finance charges paid/payable on borrowings
Interest and finance charges paid/payable on lease liabilities
Finance costs expensed

Net foreign exchange loss
Net foreign exchange loss

Employee benefits expense

Salaries, wages and confractor payments
Share-based payments expense

Defined contribution superannuation expense
Annual and long service leave

Other employee benefits expenses
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Consolidated

2021 2020
$'000 $'000
120,002 82,591
232 207
484 533
716 740
781 445
2 5
2 -
785 450
1,501 1,190
60 144
65 77
125 221
30 63
14,862 9,631
1,257 -
1,066 847
413 456
653 509
18,241 11,443
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Income tax expense

Current tax benefit/(expense)

Deferred tax benefit/(expense) - origination and reversal of temporary differences
Aggregate income tax benefit/(expense)

Numerical reconciliation of income tax expense and tax at the statutory rate
Profit before income tax expense

Tax at the statutory tax rate of 30%

Tax effect amounts which are not deductible/(taxable) in calculating taxable
income:

Non-deductible expenditure

Options cancellation payment

Impact of ACA step downs

Share based payments

Prior year overprovision

Sundry items
Income tax benefit/(expense)

Amounts charged/(credited) directly to equity
Deferred tax assets (note 15)

Note 8. Current assets - cash and cash equivalents

Cash at bank

Note 9. Current assets - frade and other receivables
Trade receivables
Rebates accrued

GST receivable
Other receivables
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Consolidated

2021 2020
$'000 $'000
404 (2,795)
395 668
799 (2,127)
46 898
(14) (270)
(28) (14)
- (455)
285 (1,388)
(377) -
953 -
(20) -
799 (2,127)
2,784 -
2,784 -

Consolidated

2021 2020
$'000 $'000
29,002 16,558

Consolidated

2021 2020
$'000 $'000
501 674
157 1,245
- 127
- 41

658 2,087
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The ageing of the receivables and allowance for expected credit losses provided for above are as follows:

Expected credit loss rate

Carrying amount

Allowance for expected credit

losses

2021 2020 2021 2020 2021 2020

Consolidated % % $'000 $'000 $'000 $'000
Not overdue Nil% Nil% 446 610 - -
0 fo 3 months overdue Nil% Nil% 53 60 - -
3 fo 6 months overdue Nil% Nil% 2 - - -
Over 6 months overdue Nil% Nil% - 4 - -
501 674 - -

Expected credit losses are nil (2020: Nil).

Note 10. Current assets — inventories

Finished goods

Note 11. Current assets - other

Prepayments
Accrued revenue
Right of return assets

Note 12. Non-current assets - property, plant and equipment

Plant and equipment - af cost
Less: Accumulated depreciation
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Consolidated

2021 2020
$'000 $'000
14,945 14,714

Consolidated

2021 2020
$'000 $'000
1,898 1,451
207 -
- 220
2,105 1,671

Consolidated

2021 2020

$'000 $'000
1,480 1,521
(591) (557)
889 964
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Note 12. Non-current assets - property, plant and equipment (continued)

Reconciliations

Reconciliations of the written down values at the beginning and end of the current and previous financial year
are set out below:

Consolidated $'000

Balance at 1 July 2019 733
Additions 444
Disposals (6)
Depreciation expense (207)
Balance at 30 June 2020 964
Additions 206
Disposals (49)
Depreciatfion expense (232)
Balance at 30 June 2021 889

Refer to note 27 for further information on fair value measurement.

Note 13. Non-current assets - right-of-use assets

Consolidated

2021 2020
$'000 $'000
Land and buildings - right-of-use 2,701 2,130
Less: Accumulated depreciation (1,536) (1,052)
1,165 1,078

Lease modifications to right-of-use assets during the year were $571,000 (2020: $521,000).

The consolidated entity leases land and buildings for its offices and warehouse under agreements of between
one to three years with, in some cases, options to extend. The leases have various escalation clauses. On renewal,
the terms of the leases are renegotiated.

The consolidated entity leases office equipment under agreements of less than two years. These leases are either
short-term or low-value, so have been expensed as incurred and not capitalised as right-of-use assets.

Reconciliations
Reconciliations of the written down values at the beginning and end of the current and previous financial year
are set out below:

Consolidated $'000

Balance at 1 July 2019

Adjustment on adoption of AASB16 1,611
Depreciation expense (533)
Balance at 30 June 2020 1,078
Additions 571
Depreciation expense (484)

Balance at 30 June 2021 1,165
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Website — at cost
Less: Accumulated amortisation

Patents and tfrademarks - at cost
Less: Accumulated amortisation

Product development - at cost
Less: Accumulated amortisation

Reconciliations

Consolidated

2021 2020
$'000 $'000
4,551 2,749
(2,079) (1,214)
2,472 1,535
110 47
(6) (5)
104 42
18 9
(2) -
16 9
2,592 1,586

Reconciliations of the written down values at the beginning and end of the current and previous financial year

are set out below:

Consolidated

Balance at 1 July 2019
Additions

Amortisation expense
Balance at 30 June 2020

Additions
Amortisation expense
Balance at 30 June 2021
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Patents & Product
Website trademarks development Total
$'000 $'000 $'000 $'000
874 7 - 881
1,106 40 9 1,155
(445) (5) - (450)
1,535 42 9 1,586
1,718 64 9 1,791
(781) (2) (2) (785)
2,472 104 16 2,592
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Note 15. Non-current assets - deferred tax

Deferred tax asset comprises temporary differences attributable to:

Amounts recognised in profit or loss:
Employee benefits
Plant and equipment
Lease liability
Right-of-use asset
Capitalised fees
Accrued expenses
IPO Costs — blackhole expenditure
Other items

Amounts recognised in equity:
Transaction costs on share issue

Deferred tax asset

Movements:

Opening balance

Credited to profit or loss (note 7)
Credited to equity (note 7)
Adjustment on adoption of AASB 16
Closing balance

Note 16. Current liabilities - trade and other payables

Trade payables

Gift voucher liability
Accrued expenses
Other payables

Refer to note 27 for further information on financial instruments.
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Consolidated

2021 2020
$'000 $'000
390 279
(387) -
- 378
(54) (324)
398 537
138 9
795 -
10 16
1,290 895
2,784 -
4,074 895
895 176
395 668
2,784 -
- 51
4,074 895

Consolidated

2021 2020
$'000 $'000
15,726 15,441
1,329 1,246
2,430 370
- 134
19,485 17,191
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Note 17. Current liabilities - borrowings

Consolidated

2021 2020
$'000 $'000
Trade finance facility - 3,212
Total secured liabilities
The total secured liabilities (current and non-current) are as follows:
Trade finance facility - 3,212
- 3.212

Adore Beauty has entered into a facility agreement with Commonwealth Bank of Australia (the Lender) for the
provision of debt financing of $10 million, comprising a three year multi-option revolving facility (Banking Facility).
Funding provided under the Banking Facility will be used to refinance existing facilities and to fund the working
capital purposes of the Group Companies. If capital expenditure is funded by the Banking Facility, the annual
capital expenditure that may be funded under the Banking Facility is limited to $5 million in any financial year.
Subject to customary carve-outs, the Banking Facility will be guaranteed by Adore Beauty and each other wholly-
owned subsidiary of Adore Beauty required to meet the guarantor coverage test of 85% of consolidated EBITDA
and total assets of the Group Companies. The Lender under the Banking Facility will have a general security over
all of the assets of the Group Companies that are guarantors.

Assets pledged as security
Financial facilities are secured by a guarantee by the Company and each of its wholly owned subsidiaries. The
lender has general security over all of the assets of the Group Companies that are guarantors.

Financing arrangements
Unrestricted access was available at the reporting date to the following lines of credit:

Consolidated
2021 2020
$'000 $'000

Total facilities
Multi-option revolving credit facility 10,000 -
3.212

Trade finance facility -
10,000 3.212
Used at the reporting date
Multi-option revolving credit facility - -
Trade finance facility - 3,212
- 3.212

Unused at the reporting date
Multi-option revolving credit facility 10,000 -
Trade finance facility

10,000 -

Refer to note 27 for further information on financial instruments.
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Note 18. Current liabilities - lease liabilities

Lecase liability

Refer to note 27 for further information on financial instruments.

Note 19. Current assets/Current liabilities - income tax

Current asset
Current tax receivable

Current liability
Provision for income tax

Note 20. Current liabilities - employee benefits

Employee benefits

Amounts not expected to be settled within the next 12 months

Consolidated
2021 2020
$'000 $'000

420 589

Consolidated
2021 2020
$'000 $'000

958 -

- 1,732

Consolidated

2021 2020
$'000 $'000
1,075 688

The current provision for employee benefits includes all unconditional entitlements 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 is presented as current since the consolidated entity does not have an

unconditional right to defer settlement.

Note 21. Non-current liabilities - lease liabilities

Lease liability

Refer to note 27 for further information on financial instruments.

Note 22. Non-current liabilities - employee benefits

Employee benefits
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Consolidated
2021 2020
$'000 $'000

926 672

Consolidated
2021 2020
$'000 $'000

223 109




Adore Beauty Group Limited
Notes to the financial statements
30 June 2021

Note 23. Equity - issued capital

Consolidated

2021 2020 2021 2020
Shares Shares $'000 $'000
Ordinary shares - fully paid 94,124,497 85,000,001 102,583 85,000
Movements in ordinary share capital
Details Date Shares Issue price $'000
Balance at beginning of the period 750,000 -
Shares relating to Adore Beauty Pty Ltd acquired
by parent entity eliminated on consolidation (750,000) -
Issue of ordinary shares 85,000,001 $1.00 85,000
Balance 30 June 2020 85,000,001 85,000
Issue of loan shares to key personnel, escrowed
until vested 31 August 2020 2,643,820 -
Return of capital 6 October 2020 - (17,000)
Issue of shares 23 October 2020 555,343 576
Shares giffed to employees on Initial Public
Offering 27 October 2020 41,333 $6.75 279
Issue of shares on Initial Public Offering (“IPO”) 27 October 2020 5,884,000 $6.75 39.717
Equity-raising costs, net of income tax - (6,496)
Balance 30 June 2021 94,124,497 102,076
Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on the winding up of the company
in proportion to the number of and amounts paid on the shares held. The fully paid ordinary shares have no par
value and the company does not have a limited amount of authorised capital.

On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a
poll each share shall have one vote.

Share buy-back
There is no current on-market share buy-back.

Capital risk management

The consolidated entity's objectives when managing capital is to safeguard its ability to continue as a going
concern, so that it can provide returns for shareholders and benefits for other stakeholders and to maintain an
optimum capital structure to reduce the cost of capital. Capital is regarded as total equity, as recognised in the
statement of financial position, plus net debt. Net debt is calculated as total borrowings less cash and cash
equivalents. In order to maintain or adjust the capital structure, the consolidated entity may adjust the amount of
dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debft. The
consolidated entity would look to raise capital when an opportunity to invest in a business or company was seen
as value adding relative to the current company's share price at the fime of the investment.

The consolidated entity is subject to certain financing arrangements covenants and meeting these is given priority
in all capital risk management decisions. There have been no events of default on the financing arrangements
during the financial year.

The capital risk management policy remains unchanged from the 30 June 2020 Annual Report.
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Note 24. Equity - reserves

Corporate re-organisation reserve
Share based payments reserve
Foreign currency reserve

Corporate re-organisation reserve

Consolidated

2021 2020
$'000 $'000
(68,104) (68,104)
978 -
(5) (5)
(67.131) (68,109)

The reserve represents the difference between the fair value of the consideration paid and the book value of

assets and liabilities acquired in a business combination. Refer to Note 41.

Share based payments reserve

The reserve is used fo recognise share-based payments accrued as part of employee remuneration, including

management equity plan shares that have vested but not yet exercised.

Foreign currency reserve

The reserve is used to recognise exchange differences arising from the translation of the financial statements of
foreign operations to Australian dollars. It is also used to recognise gains and losses on hedges of the net

investments in foreign operations.

Movements in reserves

Movements in each class of reserve during the current and previous financial year are set out below:

Share based Foreign Corporate
payments currency re-organisation Total
Consolidated $'000 $'000 $'000 $'000
Balance at 1 July 2019 - - - -
Corporate re-organisation of Adore Beauty
Pty Ltd - - (68,104) (68,104)
Foreign currency franslation - (5) - (5)
Balance at 30 June 2020 - (5) (68,104) (68,109)
Share-based payment tfransactions 978 - - 978
Balance at 30 June 2021 978 (5) (68,104) (67,131)
Note 25. Equity - Accumulated losses
Consolidated

2021 2020

$'000 $'000
Retained profits/(accumulated losses) at the beginning of the financial year (1,531) 2,381
Adjustment on adoption of AASB 16: Leases - (120)
Adjustment due to corporate re-organisation - (1,149)
Retained profits/(accumulated losses) at the beginning of the financial year -
restated (1,531) 1,112
Profit/(Loss) after income tax expense for the year 845 (1,229)
Dividends paid (note 26) - (1,414)
Retained profits/(accumulated losses) at the end of the financial year (686) (1,531)
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Note 26. Equity - dividends

Dividends
Consolidated
2021 2020
$'000 $'000
Dividends paid during the financial year - 1,414

No dividend has been declared during or since the end of the financial year.

Franking credits
Consolidated

2021 2020
$'000 $'000
Franking credits available for subsequent financial years based on a tax rate of 30% 2,953 474

The above amounts represent the balance of the franking account as af the end of the financial year, adjusted

for:

e franking credits that will arise from the payment of the amount of the provision forincome tax at the reporting
date

e franking debits that will arise from the payment of dividends recognised as a liability at the reporting date

e franking credits that will arise from the receipt of dividends recognised as receivables at the reporting date

Note 27. Financial instruments

Financial risk management objectives

The consolidated entity's activities expose it to a variety of financial risks: market risk (including foreign currency
risk, price risk and interest rate risk), credit risk and liquidity risk. The consolidated entity's overall risk management
program focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on
the financial performance of the consolidated entity. The consolidated entity uses derivative financial instruments
such as forward foreign exchange contracts to hedge certain risk exposures. Derivatives are exclusively used for
hedging purposes, i.e. not as trading or other speculative instruments. The consolidated entity uses different
methods to measure different types of risk fo which it is exposed. These methods include sensitivity analysis in the
case of interest rate, foreign exchange and other price risks, ageing analysis for credit risk and beta analysis in
respect of investment portfolios to determine market risk.

Risk management is carried out by senior finance executives ('finance') under policies approved by the Board of
Directors ('the Board'). These policies include identification and analysis of the risk exposure of the consolidated
entity and appropriate procedures, controls and risk limits. Finance identifies, evaluates and hedges financial risks
within the consolidated entity's operating units. Finance reports to the Board on a monthly basis.

Market risk

Foreign currency risk

The consolidated entity undertakes certain transactions denominated in foreign currency and is exposed to
foreign currency risk through foreign exchange rate fluctuations.

Foreign exchange risk arises from future commercial transactions and recognised financial assets and financial
liabilities denominated in a currency that is not the entity's functional currency. The risk is measured using sensitivity

analysis and cash flow forecasting.

Price risk
The consolidated entity is not exposed to any significant price risk.
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Note 27. Financial instruments (continued)

Interest rate risk
The consolidated entity is not exposed to any significant interest rate risk.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the consolidated entity. The consolidated entity has a strict code of credit, including obtaining agency credit
information, confirming references and setfting appropriate credit limits. The consolidated entity obtains
guarantees where appropriate to mitigate credit risk. The maximum exposure to credit risk at the reporting date
to recognised financial assets is the carrying amount, net of any provisions for impairment of those assets, as
disclosed in the statement of financial position and notes to the financial statements. The consolidated entity does
not hold any collateral.

The consolidated entity has adopted a lifetime expected loss allowance in estimating expected credit losses to
frade receivables through the use of a provisions maftrix using fixed rates of credit loss provisioning. These provisions
are considered representative across all customers of the consolidated entity based on recent sales experience,
historical collection rates and forward-looking information that is available.

Generdally, frade receivables are written off when there is no reasonable expectation of recovery. Indicators of
this include the failure of a debtor to engage in a repayment plan, no active enforcement activity and a failure
to make contractual payments for a period greater than 1 year.

Liquidity risk

Vigilant liquidity risk management requires the consolidated entity to maintain sufficient liquid assets (mainly cash
and cash equivalents) and available borrowing facilities to be able to pay debts as and when they become due
and payable.

The consolidated entity manages liquidity risk by maintaining adequate cash reserves and available borrowing

facilities by confinuously monitoring actual and forecast cash flows and matching the maturity profiles of financial
assets and liabilities.

Financing arrangements
Unused borrowing facilities at the reporting date:

Consolidated

2021 2020
$'000 $'000
Multi-option revolving credit facility 10,000 -

Subject to the confinuance of satisfactory credit rafings, the multi-option revolving credit facility may be drawn
at any time and is subject to annual review by the bank.
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Note 27. Financial instruments (continued)

Remaining contractual maturities

The following tables detail the consolidated entity's remaining confractual maturity for its financial instrument
liabilities. The tables have been drawn up based on the undiscounted cash flows of financial liabilities based on
the earliest date on which the financial liabilities are required to be paid. The tables include both interest and
principal cash flows disclosed as remaining contractual maturities and therefore these totals may differ from their
carrying amount in the statement of financial position.

Weighted Remaining
average interest Between 1 & Between 2 & contractual
rate 1 year or less 2 years 5years Over 5 years maturities
Consolidated - 2021 % $'000 $'000 $'000 $'000 $'000
Trade payables - 15,726 - - - 15,726
Lease liabilities 5% 420 376 550 - 1,346
Total 16,146 376 550 - 17,072
Weighted Remaining
average interest Between 1 and Between 2 and contractual
rate 1 year or less 2 years 5years Over 5 years maturities
Consolidated - 2020 % $'000 $'000 $'000 $'000 $'000
Trade payables - 15,441 - - - 15,441
Other payables - 134 - - - 134
Bank overdraft 2.85% 3,212 - - - 3,212
Lease liabilities 5% 589 420 252 - 1,261
Total 19,376 420 252 - 20,048

The cash flows in the maturity analysis above are not expected to occur significantly earlier than confractually
disclosed above.

Fair value of financial instruments
Unless otherwise stated, the carrying amounts of financial instruments reflect their fair value.

Note 28. Key management personnel disclosures

Compensation

The aggregate compensation made to directors and other members of key management personnel of the
consolidated entity is set out below:

Consolidated

2021 2020
$ $
Short-term employee benefits 1,330,791 608,777
Post-employment benefits 97.599 58,264
Long-term benefits 16,424 53,948
Share-based payments 726,357 -
2,171,171 720,989
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Note 29. Remuneration of auditors

During the financial year the following fees were paid or payable for services provided by Grant Thornton Audit
Pty Ltd, the auditor of the company, its network firms and unrelated firms:

Consolidated

2021 2020
$ $
Audit services — Grant Thornton Audit Pty Ltd
Audit or review of the financial statements 140,000 84,000
Other services — Grant Thornton Audit Pty Ltd
Due diligence services in respect of IPO 336,600 -
476,600 84,000

Note 30. Contingent liabilities

The consolidated entity has no contingent liabilities as at 30 June 2021 (2020: $nil).

Note 31. Commitments

There were no material capital commitments at reporting date that were not recognised as liabilities.

Note 32. Related party transactions

Parent entity
Adore Beauty Group Limited is the parent entity.

Subsidiaries
Interests in subsidiaries are set out in note 34.

Key management personnel
Disclosures relating to key management personnel are set out in note 28 and the remuneration report included in
the directors' report.

Transactions with related parties

The following fransactions occurred with related parties:
Consolidated

2021 2020
$ $
Payment for goods and services:
Purchase of goods from director related entities 25,684 19,170

Receivable from and payable to related parties
The following balances are outstanding at the reporting date in relation to transactions with related parties:

Consolidated
2021 2020
$ $

Current payables:
Trade payables to director related entities 2,163 4,809
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Note 32. Related party fransactions (continued)

Loans to/from related parties
There were no loans to or from related parties at the current and previous reporting date.

Terms and conditions

All transactions were made on normal commercial terms and conditions and at market rates.
Note 33. Parent entity information

Set out below is the supplementary information about the parent entity.

Statement of profit or loss and other comprehensive income

Parent
2021 2020
$'000 $'000
Profit/(Loss) after income tax (6,716) -
Total comprehensive income (6.716) -
Statement of financial position
Parent
2021 2020
$'000 $'000
Total current assets 1,249 -
Total assefts 97.417 85,000
Total current liabilities 122 -
Total liabilities 1,079 -
Equity
Issued capital 102,076 85,000
Reserves 978 -
Retained profits/(Accumulated Losses) (6.716) -
Total equity 96,338 85,000

Guarantees entered into by the parent entity in relation to the debts of its subsidiaries
(i) The parent entity has entered into a cross deed of guarantee with the subsidiaries listed in Note 42.
(ii) The parent entity has provided a guarantee in respect of a facility agreement with Commonwealth
Bank of Australia (the Lender) for the provision of debft financing of $10 million. Refer to Note 17 for
further information in respect of the facility.

Capital commitments - Property, plant and equipment
The parent entity had no capital commitments for property, plant and equipment as at 30 June 2021 and 30 June
2020.

Significant accounting policies

The accounting policies of the parent entity are consistent with those of the consolidated entity, as disclosed in

note 1, except for the following:

e Investmentsin subsidiaries are accounted for at cost, less any impairment, in the parent entity.

e Investmentsin associates are accounted for at cost, less any impairment, in the parent entity.

e Dividendsreceived from subsidiaries are recognised as other income by the parent entity and its receipt may
be an indicator of an impairment of the investment.
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Note 34. Interests in subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results of the following wholly-owned
subsidiaries in accordance with the accounting policy described in note 1:

Ownership interest

Principal place of business / 2021 2020
Name Country of incorporation % %o
Tate Midco Pty Ltd Australia 100.00% 100.00%
Tate Bidco Pty Ltd Australia 100.00% 100.00%
Adore Beauty Pty Ltd Australia 100.00% 100.00%
Northside Brands Pty Ltd Australia 100.00% -
Jakat Pte Lid Singapore 100.00% 100.00%

Note 35. Events after the reporting period
No other matter or circumstance has arisen since 30 June 2021 that has significantly affected, or may significantly

affect the consolidated entity's operations, the results of those operations, or the consolidated entity's state of
affairs in future financial years.

Note 36. Reconciliation of profit after income tax to net cash from operating activities

Consolidated

2021 2020
$'000 $'000
Profit/(loss) after income tax expense for the year 845 (1,229)
Adjustments for:
Depreciation and amortisation 1,501 1,190
Net gain on disposal of non-current assets 4] -
Share-based payments 1,257 -
Foreign exchange differences - (5)
Interest expense reclassified to financing activities 125 221
Share option payout and acquisition fee reclassified to financing activities - 3,248
Change in operating assets and liabilities:
Decrease/(increase) in trade and other receivables 1,429 (1,455)
Decrease in inventories (231) (7.586)
Increase in deferred tax assets (395) -
Increase in other current assets (434) -
Increase in other operating assets - (997)
Increase/(decrease) in frade and other payables 2,294 9.851
Increase/(decrease) in provision for income tax (2,690) 1,758
Increase/(decrease) in deferred tax liabilities - (668)
Increase in employee benefits 501 456

Net cash from operating activities 4,243 4,784
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Note 37. Non-cash investing and financing activities

Modifications to right-of-use assets

Note 38. Changes in liabilities arising from financing activities

Consolidated

Balance at 1 July 2019
Adoption of AASB 16
Net cash from/(used) in financing activities

Balance at 30 June 2020

Net cash from/(used in) financing activities
Lease modification

Balance at 30 June 2021

Note 39. Earnings per share

Consolidated

2021 2020
$'000 $'000
571 -
571 -
Bank Lease
loans Liability Total
$'000 $'000 $'000
1,102 - 1,102
- 1,782 1,782
2,110 (521) 1,589
3,212 1,261 4,473
(3.212) (486) (3,698)
- 571 571
- 1,346 1,346

Profit after income tax attributable to the owners of Adore Beauty Group Limited

Weighted average number of ordinary shares used in calculating basic earnings per

share
Adjustments for calculation of diluted earnings per share:
Options over ordinary shares

Weighted average number of ordinary shares used in calculating diluted earnings

per share
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2021 2020
845,000 (1,234,000)
Number Number
91,907,718 63,822,405
414,383 -
92,322,101 63,822,405
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Note 40. Share-based payments

(a) Management Equity Plan

(i) Details of the Management Equity Plan of the Company

The Company previously established an equity incentive plan under which key personnel received ordinary shares
as part of their incentive arrangements (Management Equity Plan). Equity issued under the Management Equity
Plan will be dealt with as follows to ensure that participants confinue to be motivated to achieve sustained growth
for shareholders following listing on the Australian Stock Exchange (Listing). Key personnel were entitled to convert
their existing management shares into ordinary shares immediately prior to the Company Listing. The existing
management shares are loan backed shares pursuant to which the Company has loaned participants monies to
fund part or all of the purchase of management shares under a Management Equity Plan. The ordinary shares
issued on conversion of the management shares (Loan Shares) will continue to be subject to loan repayment and
may also be subject to vesting conditions.

A summary of the material ferms and conditions of the Loan Shares is as follows:
¢ Theloan aftaching to Loan Shares is limited recourse and must be repaid out of any proceeds from the sale
of the Loan Shares.
e The Loan Shares are subject to the Company’s Securities Trading Policy and to escrow arrangements as part
of the Listing.

(i) Management Equity Plan shares issued during the period
During the period, the Company granted 2,643,820 Loan Shares to eligible personnel.

(i) Movements in Management Equity Plan Shares during the period
The following reconciles the management equity plan shares outstanding af the beginning and end of the period.

Year Year
ended ended
30/6/21 30/6/20
No. No.
Balance at the beginning of the
period i )
Granted during the year 2,643,820 -
Balance at the end of the period 2,643,820 -
(iv) The following Management Equity Plan Shares were in existence at the end of the period.
Grant Vesting Exercise
No. date date price
1,688,468 30/7/2020 Listing date $1.00
21,712 31/8/2020 Listing date $1.00
217,126 31/8/2020 Listing date $1.00
21,713 31/8/2020 30/6/2021 $1.00
217,125 31/8/2020 30/6/2021 $1.00
21,712 31/8/2020 30/6/2022 $1.00
217,126 31/8/2020 30/6/2022 $1.00
21,713 31/8/2020 30/6/2023 $1.00
217,125 31/8/2020 30/6/2023 $1.00

2,166,144 of the Management Equity Plan Shares have vested, but have not been exercised as at the end of the
reporting period.

(b) Long-term Incentive Plan

(i) Details of the Long-Term Incentive Plans of the Company

The Company has established a long term incentive plan (LTIP) to assist in the motivation, retention and reward of
eligible employees. The LTIP is designed to align the interests of employees with the interests of Shareholders by
providing an opportunity for employees to receive an equity inferest in the Company. The LTIP provides flexibility
for the Company to grant opfions to acquire Shares, rights to acquire Shares and/or Shares as Incentives, subject
to the terms of individual offers.
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Note 40. Share-based payments (continued)

(i) Long-Term Incentive Plan options issued during the period:

Under the LTIP, the Directors have made inifial grants of long term incentives in the form of New Options to selected
Key Management Personnel and other key employees of the Company prior to listing. The New Options will vest
based upon performance of the Company measured at the end of the performance period which commences
on the date of the grant and which ends on 30 June 2024.

Of the total number of options granted to the LTIP offer:
50% will be subject to the satisfaction of a Vesting Condition relating to the Company’s revenue at the end
of the performance period (Revenue Component); and
50% will be subject to the satisfaction of a Vesting Condition relating to the Company’s EBITDA growth during
the performance period (EBITDA Component).

Grant Vesting Expiry Exercise Fair value
Option series Number date date date price at grant date
New opftions 605,000 6/10/2020 30/06/2024 30/06/2026 $6.75 $3.52

(i) Fair value of share options granted during the period

The fair value of the share options granted during the financial period is $3.52. Options were valued using the
Binomial pricing model. Where relevant, the expected life used in the model has been adjusted based on
management’s best estimate for the effects of non-transferability, exercise restrictions (including the probability
of meeting market conditions attached to the option), and behavioural considerations.

Inputs into the model:

Grant date share price: $6.75 Exercise price: $6.75
Expected volatility: 50% Options life: 5.5 years
Dividend yield: Nil Risk-free interest rate:  1.0%

(iv) Share options exercised during the year
There were no share options exercised during the period year or the prior corresponding period.

(v)Movements in share options during the period
The following reconciles the share options outstanding at the beginning and end of the period.

Year Year Year Year
ended ended ended ended
30/6/21 30/6/21 30/6/20 30/6/20

Weighted Weighted

average Average

Number of exercise Number of Exercise
options price options Price

Balance at the beginning of the year - -
Granted during the year 605,000 $6.75 - -
Forfeited during the year - - - -
Balance at the end of the year 605,000 $6.75 - -
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Note 40. Share-based payments (continued)
(vi) The following share-based payment options were in existence at the end of the current period.

Grant Vesting Expiry Exercise Fair value
Option series Number date date date price at grant date
New opftions 605,000 6/10/2020 30/06/2024 30/06/2026  $6.75  $3.52

No options have vested to date.

(vii) Employee gift shares
Eligible employees were gifted an allocation of $1,000 worth of shares as part of the IPO. The total amount of
share based payments relating to gifted shares was $278,564.

Note 41. Corporate reorganisation and business combination

On 19 September 2019 Tate TopCo Pty Ltd, Tate MidCo Pty Ltd and Tate BidCo Pty was incorporated in order to
facilitate the purchase of Adore Beauty Pty Ltd. Effective 30 September 2019, Tate BidCo Pty Ltd acquired 100%
of the ordinary shares of Adore Beauty for the total consideration transferred $69,252,224. As a result of the
acquisition, the former shareholders of Adore Beauty Pty Ltd were issued shares in Tate Topco Pty Ltd. At the date
of the transaction, it was determined that Tate TopCo Pty Ltd (“ultimate parent entity”) or Tate BidCo Pty Ltd was
not a business. For accounting purposes, the acquisition has been accounted for under the predecessor value
method. Accordingly, the consolidated financial statements of Tate TopCo Pty Ltd have been prepared as a
continuation of the business and operations of Adore Beauty Pty Lid.

Under the acquisition, Tate BidCo Pty Ltd acquired all the shares in Adore Beauty Pty Ltd by issuing 34,000,000
shares in Tate TopCo Pty Ltd and paying $34,802,221 to the original shareholders of Adore Beauty Pty Ltd. The
pre-acquisition equity balances of Adore Beauty Pty Ltd were eliminated against the increase in share capital
upon consolidation. The identifiable net assets are measured at book value. The excess between the purchase
consideration and the book value of the identifiable net assets acquired is allocated to the corporate
reorganisation reserve.

Details of the corporate reorganisation are as follows:

Cost
$'000

Cash and cash equivalents 1,346
Trade and other receivables 1,656
Inventories 9.544
Property, plant and equipment 1,012
Right-of-use assets 1,478
Infangible assets 678
Deferred tax asset 229
Trade and other payables (11,071)
Employee benefits (402)
Bank loans (1.664)
Lease liability (1,657)
Net assets acquired 1,149
Representing:

Investment (85,000)
Corporate restructure reserve 68,104
Acquisition costs 1,858
Repayment of borrowings 1,664
Share options cancellation fee 1,518
Net assets acquired 1,149

Net cash acquired (10,707)
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Note 42. Deed of cross guarantee

The following entities are party to a deed of cross guarantee under which each company guarantees the debts
of the others:

Adore Beauty Group Ltd
Adore Beauty Pty Ltd
Tate Midco Pty Ltd

Tate Bidco Pty Ltd

Jakat Pte Ltd

By enteringintfo the deed, the wholly-owned entities have been relieved from the requirement to prepare financial
statements and directors' report under Corporations Instrument 2016/785 issued by the Australian Securities and
Investments Commission.

The above companies represent a 'Closed Group' for the purposes of the Corporations Insfrument, and as there
are no other parties to the deed of cross guarantee that are controlled by Adore Beauty Group Limited, they also
represent the 'Extended Closed Group'.

Set out below is a consolidated statement of profit or loss and other comprehensive income and statement of
financial position of the 'Closed Group'.

2021 2020
Statement of profit or loss and other comprehensive income $'000 $'000
Revenue 179,277 121,142
Cost of sales (120,001) (82,591)
Otherincome 21 39
Advertising and marketing expense (23,073) (14,024)
Employee benefits expense (18,241) (11,443)
Initial public offering and transactions costs (5.322) -
Depreciation and amortisation expense (1,501) (1,190)
Finance costs (125) (221)
Other operating expenses (10,985) (10,814)
Profit before income tax expense 50 898
Income tax expense 799 (2,127)
Profit after income tax expense 849 (1,229)

Other comprehensive income
Other comprehensive income for the year, net of tax - (5)
Total comprehensive income for the year 849 (1,234)
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Note 42. Deed of cross guarantee (continued)
2021 2020
$'000 $'000

Equity - retained profits
Retained profits/(Accumulated losses) at the beginning of the financial year (1,531) 1,112
Profit after income tax expense 849 (1.229)
Dividends paid - (1,414)
Retained profits/(Accumulated losses) at the end of the financial year (682) (1,531)
Statement of financial position
Current assets
Cash and cash equivalents 29,002 16,558
Trade and other receivables 665 2,087
Current tax receivable 958 -
Inventories 14,945 14,714
Other 2,105 1,671

47,675 35,030
Non-current assets
Property, plant and equipment 889 964
Right-of-use assets 1,165 1,078
Intangibles 2,589 1,586
Deferred tax 4,074 895

8,717 4,523
Total assets 56,392 39,553
Current liabilities
Trade and other payables 19,485 17,191
Borrowings - 3.212
Lease liabilities 420 589
Income tax - 1,732
Employee benefits 1,075 688

20,980 23,412

Non-current liabilities
Borrowings
Lecase liabilities 926 672
Employee benefits 223 109

1,149 781
Total liabilities 22,129 24,193
Net assets 34,263 15,360
Equity
Issued capital 102,076 85,000
Reserves (67,131) (68,109)
Retained profits/(Accumulated losses) (682) (1,531)

Total equity 34,263 15,360
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Adore Beauty Group Limited
Directors' declaration
30 June 2021

In the directors' opinion:

the aftached financial statements and notes comply with the Corporations Act 2001, the Accounting
Standards, the Corporations Regulations 2001 and other mandatory professional reporting requirements;

the attached financial statements and notes comply with International Financial Reporting Standards as
issued by the International Accounting Standards Board as described in note 1 to the financial statements;

the attached financial statements and notes give a frue and fair view of the consolidated entity's financial
position as af 30 June 2021 and of its performance for the financial year ended on that date;

there are reasonable grounds to believe that the company will be able to pay its debts as and when they
become due and payable; and

The directors have been given the declarations required by section 295A of the Corporations Act 2001.

Signed in accordance with a resolution of directors made pursuant to section 295(5)(a) of the Corporations Act
2001.

On behalf of the directors

it r@&fw\

Justin Ryan
Chair

30 August 2021
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Independent Auditor’s Report

To the Members of Adore Beauty Group Limited

Report on the audit of the financial report

Opinion

We have audited the financial report of Adore Beauty Group Limited (the Company) and its subsidiaries (the Group),
which comprises the consolidated statement of financial position as at 30 June 2021, the consolidated statement of profit
or loss and other comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies, and the Directors’ declaration.

In our opinion, the accompanying financial report of the Group is in accordance with the Corporations Act 2001, including:

a giving a true and fair view of the Group’s financial position as at 30 June 2021 and of its performance for the year
ended on that date; and

b complying with Australian Accounting Standards and the Corporations Regulations 2001.

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 are
independent of the Group in accordance with the auditor independence requirements of the Corporations Act 2001 and
the ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for
Professional Accountants (including Independence Standards) (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.

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

Grant Thornton Audit Pty Ltd ACN 130 913 594 www.grantthornton.com.au
a subsidiary or related entity of Grant Thornton Australia Ltd ABN 41 127 556 389

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients
and/or refers to one or more member firms, as the context requires. Grant Thornton Australia Ltd is a member firm of Grant Thornton International
Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm is a separate legal entity. Services are
delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate one
another and are not liable for one another’s acts or omissions. In the Australian context only, the use of the term ‘Grant Thornton” may refer to
Grant Thornton Australia Limited ABN 41 127 556 389 and its Australian subsidiaries and related entities. GTIL is not an Australian related entity to
Grant Thornton Australia Limited.

Liability limited by a scheme approved under Professional Standards Legislation.
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Q Grant Thornton

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial
report of the current period. These matters were addressed in the context of our audit of the financial report as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matter How our audit addressed the key audit matter

Revenue recognition Note 1 & Note 4

Revenue is recognised at an amount that reflects the Our procedures included, amongst others:
consideration to which the Group is expected to be entitled in
exchange for transferring goods or services to a customer.
Revenue from the sale of goods is recognised at the point in
time when the customer obtains control of the goods, which is
generally at the time of delivery and the performance e performing an assessment of revenue transactions
obligation is satisfied. recorded at year end to ensure revenue has been recorded
in the correct period and for sales transactions that were
not delivered to the customer were appropriately included
as a contract liability;

understanding and testing the operating effectiveness of
controls over the process to enter into, measure and record
revenue transactions;

Revenue is only recognised when delivery is made to the
customer which requires an assessment at the end of the
reporting period for all orders shipped but not yet delivered.
¢ selecting a sample of sales recorded throughout the year
and obtained supporting documentation to validate

This area is a key audit matter due to the judgement involved occurrence and accuracy;

in this assessment and the volume of online retail transactions

processed on a daily basis. e considered whether customer returns, and credit notes
issued post year end that related to sales recognised in the
2021 financial year were recorded in the correct period;

e assessing whether the revenue recognition policy applied
to the terms and conditions of sale were in accordance with
AASB 15 Revenue from Contract with Customers; and

e reviewing the adequacy of related disclosures in the
financial report.

Information other than the financial report and auditor’s report thereon

The Directors are responsible for the other information. The other information comprises the information included in the
Group’s annual report for the year ended 30 June 2021, 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 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 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, 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.

Responsibilities of the Directors for the financial report

The Directors of the Company are responsible for the preparation of the financial report that gives a true and fair view in
accordance with Australian Accounting Standards and the Corporations Act 2001 and for such internal control as the Directors
determine is necessary to enable the preparation of the financial report that gives a true and fair view and is free from material
misstatement, whether due to fraud or error.

In preparing the financial report, the Directors are responsible for assessing the Group’s ability 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.
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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 this financial report.

A further description of our responsibilities for the audit of the financial report is located at the Auditing and Assurance
Standards Board website at: https://www.auasb.gov.au/auditors_responsibilites/arl 2020.pdf. This description forms part of
our auditor’s report.

Report on the remuneration report

Opinion on the remuneration report

We have audited the Remuneration Report included in pages 6 to 15 of the Directors’ report for the year ended
30 June 2021.

In our opinion, the Remuneration Report of Adore Beauty Group Limited, for the year ended 30 June 2021 complies with
section 300A of the Corporations Act 2001.

Responsibilities

The Directors of the Company are responsible for the preparation and presentation of the Remuneration Report in accordance
with section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the Remuneration Report,
based on our audit conducted in accordance with Australian Auditing Standards.

G)m/(/(;é //'Lvoryuﬁg\,L

Grant Thornton Audit Pty Ltd
Chartered Accountants

C S Gangemi

Partner — Audit & Assurance

Melbourne, 30 August 2021
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