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1. Letter from the Chairman

| am delighted to present the annual report of AF Legal Group Limited (“AFL”, the “Company”, or the
“Group”) for the year ended 30 June 2021. AFL is a law firm with a difference. It was established in
2015 to create a disruptive law firm that challenged the conventional wisdom of relationship
driven business development and instead applied an alternative model driven by data and digital
marketing.

In June 2019, the Company became the first Family Law firm to list on the Australian Stock
Exchange. As we stated in our prospectus at the time, our aim was to be the first and largest
national family law firm. I am pleased to announce that during this period we have achieved this
goal and within 6 years since formation and 2 years since listing, we are the first and largest family
law firm in Australia.

Importantly, we don’t aim to be big for its own sake, rather our growth has always been directed at meeting the needs of
our stakeholders. We aspire to be the number one choice for all Australians for their personal family legal services. On day
one, we were determined to establish the systems and processes required to be able to handle a much larger business.
Over the last two years, we have invested and built those systems. We have created a values driven culture of performance.
It took time and a huge effort but it now provides the foundation for our next stage of growth.

Growing from an initial startup business in Melbourne, AFL now has 15 offices throughout Australia. During this period, we
acquired 3 businesses adding 6 offices and creating 6 new greenfield offices. Our approach has borne fruit over time, with
progressive growth in revenues and strong growth in earnings. Our CAGR revenue and EBITDA growth since listing is 50%
and 125% respectively, and we have less than 1% of the family law market.

At our core is the quality of our legal service. The strength of our people, their experience and credentials are second to
none. We have a Chief Legal Officer to oversee our knowledge and quality of substantive law, a Professor in residence for
our education programs, a CX (customer experience) team to serve our client’s needs, Accredited specialists, a 40-year
library of precedents, and an International Division. No law firm in the personal legal services industry offers this to its
people or to the market. The combination of these attributes and smarts has led to innovative products such as AFL Assist
during COVID, the creation of the Faculty of Arbitration and Mediation “FAM”, and AFL Asset Protect. All developed to help
Australians in need of advice and to grow our client base.

The long-term strategy of the business remains the same as we set out at listing in 2019. This is the final year of that 3-year
plan. With that in mind we are starting to observe opportunities to expand into new adjacent markets in the broader
personal legal services sector which combined is worth over $7 billion. The ageing of the baby boomer cohort of legal
operators in this broader market is expected to deliver an increasing rate of acquisition opportunity for the Company into
the future as we consider our expansion beyond family law alone. The growth in the past and our intention for the future is
to continue with our strategy to focus on the growth of our existing businesses organically, make acquisitions (sometimes
large) where they are a strategic fit and establish new greenfield sites via lateral hires.

The AFL story is a great one - it has well-established competitive advantages, is operating in a $7 billion revenue per
annum broader market and has access to resources to execute its growth strategy. In a fast-changing world we are not
inhibited by traditional norms seen in legal firms. The best days of the business are ahead as our company continues to
mature and deliver outstanding service to clients, transparent and reliable information to shareholders and continued high
performance.

I would finally like to thank our shareholders for their continued support and share my gratitude to the entire staff at AFL
for their efforts now and looking into the future. The opportunities for the business are tremendous and we are focused on
prudent short-term management to achieve sustainable outstanding long-term results.

Yours sincerely

Grant Dearlove
Executive Chairman
Page 3
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2. Directors’ Report

The Directors of AF Legal Group Limited (the “Company”) submit herewith the Financial Report of the Company, and
its controlled entities (referred to herein as the “Group”) for the financial year ended 30 June 2021. To comply with the
provisions of the Corporations Act 2001, the Directors report as follows:

Directors

The names of the Directors of the Company during or since the end of the financial year and up to the date of this report
are:

Mr. Grant Dearlove

Mr. Edward Finn (resigned 30 August 2021)

Mr. Glen Dobbie

Mr. Kevin Lynch

Dr. Sarah Kelly OAM (appointed 30 August 2021)

Information on Directors (at the date of this report):

Grant Dearlove, Executive Chairman
Date of appointment 30 May 2019

Experience and expertise  For 29 years Grant has been a Lawyer and Company Director owning, leading, and growing
private and ASX listed and Global companies at ‘C’ suite level combining both strategic
business, investment and legal competencies to deliver shareholder return.

Across his career Grant has owned, worked for, and consulted to professional service firms
in disciplines spanning legal services, property, franchising, risk, insurance, education,
Tourism, M&A, funds management and outsourcing.

In his legal career Grant has been a practising solicitor since 1992. A former equity partner
of leading Queensland firm McInnes Wilson Lawyers, Grant forged a career in professional
services consulting to National law firms including for 9 years occupying the role of
National Legal Partner and Executive of ASX listed Shine Corporate Limited where he

led the growth of emerging practice areas including Family Law in the position of Head

of Growth and Markets growing new areas of law from $2 million to over $50 million in
revenue.

As a company Director Grant held positions as Managing Director of Colliers International
(Residential) for Australia, Managing Director of PRDnationwide, and Managing Director
of risk management company Verifact. Grant is a Non-Executive Director of Oliver Hume
Corporation, Chair of its Audit and Risk Committee (Australia’s leading residential fund
manager and property agency) and Chair of Oliver Hume’s Queensland and Agency
businesses. Grant is a Director of leading stockbroker and wealth manager Forefront
Financial Services Pty Ltd - Morgans Milton. He is also a Director and Chair of the FAR
Committee of the Central Queensland Primary Health Network, and an Independent
Director of Surf Life Saving Queensland and Accoras and is Chair of FuPay Limited.

Grant was National Chair of the Australian Institute of Management Limited (a 75 year
national training membership organisation), Deputy Chair of Invest Logan Pty Ltd (the
economic development arm of the Logan City Council), Director of the Countrywide
and Sunshine Co-operative Housing Societies, Director of Sunshine Coast Destination
Limited (Sunshine Coast Tourism), Non-Executive Director of the litigation funder the
International Justice Fund Limited, and National Director of Colliers International and
related companies.

Grant is a member of the Audit & Risk and Remuneration and Nomination Committees of
AFL.
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2. Director’s Report (continued)

Qualifications

faY 1Y,

Other current
directorships in listed
entities

Former directorships
in last 3 years in listed
entities

Interest in shares and
options

Grant has a Bachelor of Laws, Master of Laws, Master of Business Administration, and a
Graduate Diploma in Applied Corporate Governance.

Grant is a Graduate of the Institute of Company Directors Course. He is a Life Fellow of
the Australian Institute of Management and studied leadership of professional service
organisations at Harvard University.

None

None

3,900,000
975,000

Fully paid ordinary shares
Unlisted performance rights

Mr. Edward Finn, Director

Date of appointment

Experience and expertise

Qualifications

Other current
directorships in listed
entities

Former directorships
in last 3 yearsiin listed
entities

Interest in shares and
options

30 May 2019 - 10 August 2020 (Managing Director)
10 August 2020 (Non-Executive Director) (resigned 30 August 2021)

Edward is the founder of AFL. He retired as Managing Director on 10 August 2020 to
become a Non-Executive Director and focus on further developing AFL’s digital marketing
platform as Chair of the Marketing Advisory Council.

Prior to founding AFL, Edward worked as a lawyer for a general service firm with a
particular emphasis on relationship and family law. Edward has a longstanding interest
and background in digital marketing and is the co-founder of an online travel guide and an
online retailer.

Edward completed combined Bachelor of Law / Arts (Media & Communications) at the
University of Melbourne and is a recipient of the Grumitt Scholarship.

Edward was admitted as a solicitor in 2012 and currently holds a Principal Practising
Certificate issued by the Victorian Legal Services Board & Commissioner.

None

None

Fully paid ordinary shares 8,625,000

Unlisted performance rights Nil

Page«5



ANNUAL REPORT | FOR THE YEAR ENDED 30 JUNE 2021

2. Director’s Report (continued)

Mr. Glen Dobbie, Executive Director

Date of appointment
Experience and expertise

Qualifications

Other current
directorships in listed
entities

Former directorships in
listed entities in last 3
years

Interest in shares and
options

12 February 2016

Glen is the Managing Partner of Auxano LLP, an investment firm that seeks to provide mid-
market businesses with whatever they need to grow. Prior to this role, Glen was formerly
the Group Commercial Director at Arowana & Co, where he was primarily responsible for
the investment operations of the ASX listed, Arowana International Limited. During his 8
years at Arowana & Co, the firm recorded returns of over 30% per annum and Arowana
International Limited’s share price rose to $1.00 from a listing price of $0.35.

Glen has experience in “hands on” operational management across a variety of industries
including education, e-commerce, media, infrastructure, engineering, waste management
and technology businesses.

Glen has been involved in various capital raising activities and held directorships across a
range of sectors for listed and unlisted companies as well as private equity funds.

Glen is a member of the Audit & Risk and Remuneration and Nomination Committees of
AFL, and is a certified Gazelles business coach.

Bachelor of Commerce (Honours) degree from the University of New South Wales where
he was a University Co-Op Scholar with the School of Accounting. Glen is also a qualified
accountant holding a Graduate Diploma of Chartered Accounting from the Institute of
Chartered Accountants Australia.

None
None
Fully paid ordinary shares 4,303,786
Unlisted performance rights 800,000

‘Mr. Kevin Lynch, Non-Executive Director

Date of appointment
Experience and expertise

Qualifications

22 October 2019

Kevin is an entrepreneurial business executive with over 17 years global experience
building and leading companies across new and emerging sectors like technology, digital,
e-commerce, education / online learning in APAC, EMEA and the Americas. In addition,
Kevin has demonstrated a proven ability to build and create sustainable long-term
shareholder value.

Kevin started his career in marketing & technology with Enterprise Ireland, the trade board
of Ireland, where he advised companies exporting and scaling abroad with a focus on

the European market. He then relocated to Australia in 2006 where he helped establish
and grow Think Education Group (now Laureate Universities Australia) as Chief Marketing
Officer, which was successfully sold to SEEK in 2010 for $110m. More recently, Mr Lynch
was the founding Chief Marketing Officer and later Chief Operating Officer of Open
Colleges Group in Australia which disrupted the online learning market, and later sold to
Apollo Education Group (AEG) in 2014 for $225m.

Today, Kevin works with, advises and invests in global businesses who challenge the status
quo in order to disrupt traditional industries, with a focus on education, sales, marketing,
legal and technology.

Bachelor of Business (1st class Honours), Marketing and Law from University of Limerick;
and a Masters in Marketing (1st class Honours) from Michael Smurfit Business School,
University College of Dublin.
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2. Director’s Report (continued)

Other current
directorships in listed
entities

Former directorships in
listed entities in last 3
years

Interest in shares and
options

None
None
Fully paid ordinary shares 975,213
Unlisted performance rights 250,000

Dr. Sarah Kelly OAM, Non-Executive Director

Date of appointment
Experience and expertise

Qualifications

Other current
directorships in listed
entities

Former directorships in
listed entities in last 3
years

Interest in shares and
options

30 August 2021

Serving on a range of corporate, government and not-for-profit boards, across a variety
of sectors since 2013, Sarah is a highly respected and accomplished business leader
and company director and associate professor in law and marketing at the University of
Qld. She has over 30 years of commercial experience, including as a commercial lawyer,
strategy consultant and researcher.

Sarah currently serves as a non-executive director on several boards, including as Deputy
Chair of the Brisbane Lions AFL Football Club, Deputy Chair Tourism and Events Qld,

The Gregory Terrace Foundation and the Wandering Warriors. She is a member of the
Consular Corps and the Queensland Chapter Leader for the Minerva Network, a national
social enterprise concerned with providing mentoring by c-suite women to professional
sportswomen.

This year, she was awarded an Order of Australia Medal for service to tertiary education
and sports administration.

Phd, MBA, LLB (Hons), BCom (University of Qld), AICD

None
None
Fully paid ordinary shares Nil
Unlisted performance rights Nil

Company Secretary

Maggie Niewidok

Maggie is an admitted lawyer who works at Automic Group across the Automic Legal and Company Secretarial teams. She
works closely with a number of boards of both listed and unlisted public companies.

Maggie holds a double degree, Bachelor of Laws and Bachelor of Commerce majoring in Finance and a Graduate Diploma
of Applied Corporate Governance from the Governance Institute.

Meetings of Directors

The Board of Directors of AF Legal Group Limited (Company) and its controlled entities (Group) are responsible for the
overall management of the Group, including guidance as to strategic direction, ensuring best corporate governance
practice and oversight of management.
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2. Director’s Report (continued)

The following table sets out the number of Directors’ meetings held during the financial year and the number of meetings
attended by each director.

Board of directors Audit and Risk committee
* Eligible to Attended * Eligible to Attended
Director Attend Attend
Grant Dearlove 5 5 1 1
Edward Finn 5 5 1 1
Glen Dobbie 5 5 1 1
Kevin Lynch 5 5 1 1

* Represents the number of meetings convened during the time within which the relevant director was appointed.

Outside of formal Board meetings, the Board meets on a regular basis to review potential opportunities and make
decisions on operational matters.

Dividends

No dividends have been paid or declared during or since the end of the financial year. No recommendation for the payment
of a dividend has been made.

Environmental Regulations

The Group’s operations are not subject to any significant environmental Commonwealth or State regulations or laws.

Indemnification of Directors and Officers

The Group has given an indemnity or entered into an agreement to indemnify, or paid or agreed to pay insurance premiums
as follows:

«  Except as may be prohibited by the Corporations Act 2001 every Director and Officer of the Company shall be
indemnified out of the property of the Company against any liability incurred by him or her in his or her capacity
as Director or Officer of the Company or any related corporation in respect of any act or omission whatsoever and
howsoever occurring or in defending any proceedings, whether civil or criminal.

The insurance premiums relate to:

+  Any loss for which the Directors and Officers may not be legally indemnified by the Company arising out of any claim,
by reason of any wrongful act committed by them in their capacity as a Director or Officer of the Company or any
related corporation, first made against them jointly or severally during the year of insurance; and

«  Indemnifying the Company against any payment which it has made and was legally permitted to make arising out of
any claim, by reason of any wrongful act, committed by any Director or Officer in their capacity as a Director or Officer
of the Company or any related corporation, first made against the Director or Officer during the period of insurance.

The insurance policy outlined above does not allocate the premium paid to each individual Officer of the Company.
Proceedings on Behalf of the Company

No persons have applied for leave pursuant to s.237 of the Corporations Act 2001 to bring, or intervene in, proceedings on
behalf of AF Legal Group Limited.

Non-audit Services

The Board of Directors is satisfied that the provision of non-audit services during the year is compatible with the general
standard of independence for auditors imposed by the Corporations Act 2001. The Directors are satisfied that the services
disclosed below did not compromise the external auditor’s independence.
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2. Director’s Report (continued)

The following fees for non-audit services were paid / payable to the external auditors or related entities of the external
auditors during the year ended 30 June 2021:

30 June 2021 30 June 2020

> $ $
Taxation compliance service - preparation of tax return and other tax matters 27,270 31,860
Agreed upon procedures relating to the acquisition of Watts McCray 8,500 =
Total 35,770 31,860

Auditor’s Independence Declaration

The auditor’s independence declaration as required under section 307C of the Corporations Act 2001 is included on page 19
of the Annual Report.

Principal Activities

The Group’s principal activities is a law firm that specializes in family and relationship law. The Group provides advice to
clients in respect of divorce, separation, property and children’s matters together with related and ancillary services such as
litigation.

Significant Changes to the State of Affairs

On 1 December 2020, the Group acquired the business assets of Strong Law Pty Ltd, a family law practice located in
Canberra, ACT for a consideration of $383,345. The effective date of the acquisition was 1 October 2020. On 16 June 2021,
the Group completed the acquisition of 100% of share capital in Watts McCray (NSW) Pty Ltd (“Watts McCray”), one of
Australia’s leading family law firms for a consideration of $2,812,500. The effective date of the acquisition was 1 January
2021. In addition, on 30 June 2021 the Group acquired the business assets of Kordos Lawyers, one of Melbourne’s leading
Family Law firms for a consideration of $1,000,000. The effective date of the acquisition was 1 April 2021.

There were no other significant changes in the state of affairs of the Group during the year.

Subsequent Events

There was no material impact to performance due to the Coronavirus (‘COVID-19’) for the Group up to 30 June 2021.
However, the impact of the COVID-19 pandemic is ongoing and it is not practicable to estimate the potential impact,
positive or negative, after the reporting date. The situation is rapidly developing and is dependent on measures imposed
by the Australian Government and other countries, such as maintaining social distancing requirements, quarantine, travel
restrictions and any economic stimulus that may be provided.

On 5 July 2021, the Group paid $125,000 in cash and issued 209,697 ordinary shares representing the upfront consideration
component for the acquisition of Kordos Lawyers which settled on 30 June 2021. The consideration shares rank equally in
all respects with existing fully paid shares of the Company.

On 30 August 2021, Mr. Edward Finn resigned as the Non-Executive Director of the Company and Dr. Sarah Kelly OAM was
appointed as a Non-Executive Director on the Company.

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

ikely developments and expected results of operations

To date there has been no impact to performance due to COVID-19. However, management continues to be prudent in
the current environment. This will also position the Group to take advantage of opportunities that may become available
due to current business conditions (e.g., lateral hires, acquisitions). As the economic environment continues to improve
and government restrictions are removed, management are confident that the impacts of social isolation and economic
stressors on relationships will improve the prospects of the Group.
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2. Director’s Report (continued)

2.1 Review of Operations

AF Legal Pty Ltd (also known as Australian Family Lawyers) is a wholly owned subsidiary of AF Legal Group Ltd and is the
trading entity of the group. Itis an Australian law firm that specialises in family and relationship law. The firm provides
advice to clients in respect of divorce, separation, property and children’s matters together with related and ancillary
services such as litigation. AFLs strategy is to become the largest family and relationship law firm in Australia and then
to “roll out” its proprietary client acquisition model into other areas of law, overseas geographies and other professional
services sectors.

AF Legal Pty Ltd has historically demonstrated strong organic growth supported by strategic acquisitions. This commenced
in 2017 with the organic new office expansion into Sydney from Melbourne, followed by the acquisition of Walls Bridges
Lawyers in Mornington in February 2019 and the acquisition of Queensland based Nita Stratton Funk & Associates in June
2019. During the FY20 period, AFL continued its nationwide expansion into new regions including Canberra (February 2020)
and Sunshine Coast (June 2020).

During this year, AFL continued its strong organic national expansion with new offices via lateral hires in Adelaide (August
2020), Perth (November 2020), Gold Coast (November 2020) and North Melbourne (November 2020). In addition, AFL
completed the acquisitions of Strong Law in Canberra (December 2020), Watts McCray in Sydney (June 2021) and Kordos
Lawyers in Melbourne (June 2021). These acquisitions were partly funded by an oversubscribed capital raising of $5.5m
completed in April 2021. AFL is continuing to review several organic growth and strategic acquisition opportunities and is
conducting due diligence where appropriate.

\FL Statutory and Underlying Profitability

Key statutory financial information for AFL for the reporting period is summarised below.

2021 2020
Key Statutory Information $ $ % Change
Revenue from ordinary activities 11,123,487 7,039,063 58.0%
Profit/(loss) after tax from ordinary activities attributable to owners (482,437) 422,381 -214.2%
Net profit/(loss) attributable to owners (482,437) 422,381 -214.2%

Directors note that due to the acquisitions completed during the year, the reported results do not reflect the underlying
performance of the Group. The Directors consider Underlying Earnings Before Interest, Tax, Depreciation and Amortisation
(‘Underlying EBITDA) to reflect the core earnings of the Group. Underlying EBITDA is not a financial measure prescribed by
Australian Accounting Standards (‘AAS’) and represents the profit under AAS adjusted for non-cash and other items which
management consider unrelated to the underlying performance of the Group. Underlying EBITDA is a key measure used by
management and the board to assess and review business performance.

In the year ended 30 June 2021 (‘FY21’), the Group increased its Underlying EBITDA by 54% to $2,674,352 (FY20: $1,740,727).
However, in accordance with the accounting principles of Business Combinations, this result only includes the contribution
from Strong Law, Watts McCray and Kordos Lawyers Pty Ltd from the point of acquisition, since 1 October 2020, 1 January
2021 and 1 April 2021 respectively. As such they are not representative of underlying performance on a full year basis or
comparative trading performance. The Directors consider that Pro Forma Revenue and Pro Forma Underlying EBITDA
reflect the full year core performance of the Group due to the acquisitions completed during the period. As such, Pro Forma
numbers assume that the acquisitions of Strong Law, Watts McCray and Kordos Lawyers were all completed on 1 July 2020
and include a full year contribution of revenue and Underlying EBITDA. For the FY21 period, Pro Forma Revenue and Pro
Forma Underlying EBITDA would have been $16,363,446 and $4,731,162 respectively.
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2. Director’s Report (continued)

The below table provides an overview of Revenue, Statutory EBITDA and Underlying EBITDA for FY20, FY21 and Pro Forma

FY21.

FY20 FY21 FY21ProForma
Revenue 7,039,063 11,123,487 16,363,446
9% growth 58%
Statutory EBITDA 1,013,834 770,585 2,616,708
Underlying EBITDA 1,740,727 2,674,352 4,731,162
% margin 25% 24% 29%
9% growth 54%

The following table provides a reconciliation between reported EBITDA and the underlying EBITDA of the consolidated

Group for FY20, FY21 and FY21 Pro Forma.

~— FY20 FY21 FY21 Pro Forma
Statutory EBITDA 1,013,834 770,585 2,616,708
Add: Non-recurring items

Share based payment expense 368,731 738,997 738,997
Acquisition costs - 120,954 120,954
Pre-acquisition related bad debts 33,748 221,049 221,049
Realised cost savings per annum - 581,000 581,000
Greenfield office startup expenses 104,057 120,954 120,954
Other one-off expenses 220,357 120,813 331,500
Underlying EBITDA 1,740,727 2,674,352 4,731,162

Acquisitions, lateral hires and integration

Since 1 July 2020, the Group has completed 3 acquisitions representing an annual ~$9m revenue contribution to the Group.

The completed acquisitions are listed in the table below.

Revenue per

Acquisition Date Location Consideration annum

Watts McCray June 2021 Sydney $1.5m cash upfront ~S6m
$1.3m earnout in shares

Kordos Law June 2021 Melbourne $125k cash upfront ~$2m
$125k shares upfront
$750k cash and shares earnout

Strong Law November 2020 Canberra $§200k cash upfront ~S1m

§150k cash earnout

Acquired businesses generally have lower gross margins and higher operating costs initially. It is expected that any dilutive
impact of their existing margins will be eliminated within 12 months as they evolve to the Group’s more efficient business

model.

In addition, the Group completed lateral hires in (August 2020), Perth (October 2020), Gold Coast (November 2020) and

North Melbourne (November 2020).
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2. Director’s Report (continued)

2.2 Remuneration Report (Audited)

The Directors of AF Legal Group Limited present the Remuneration report for the Company and its controlled entities for
the year ended 30 June 2021. This report forms part of the Directors’ Report and has been audited in accordance with
section 300A of the Corporations Act 2001. The Report details the remuneration arrangements for the Group’s:

«  Key management personnel (KMP) including Executive directors; and
«  Non-executive Directors (NEDs).

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.

The prescribed details for each person covered by this report are detailed below under the following headings:

+  Key management personnel details;
» Principles of compensation;
«  Details of remuneration;
Service agreements;
Additional disclosures related to key management personnel; and
«  Additional information.
Key Management Personnel Details

The key management personnel of the Group were identified as the following:

«  Mr. Grant Dearlove, Executive Chairman
Mr. Edward Finn, Non Executive Director (resigned 30 August 2021)
s Mr. Glen Dobbie, Executive Director
Mr. Kevin Lynch, Non-Executive Director
+ Ms. Stace Boardman, Chief Operating Officer
Dr. Sarah Kelly OAM, Non-Executive Director (appointed 30 August 2021)

The Board and the Remuneration and Nomination Committee assess the appropriateness of the nature and amount of
emoluments of such officers on a periodic basis by reference to relevant employment market conditions, with the overall
objective of ensuring maximum stakeholder benefit from the retention of a high-quality Board and executive team.

The Board policy for determining the nature and amount of remuneration of Non-executive Directors is agreed by the
Board of Directors as a whole. Remuneration for executives is determined by the Board’s Remuneration and Nomination
Committee. The Board and its Remuneration and Nomination Committee has the right to obtain professional advice, where
necessary.

The Group securities trading policy applies to all NEDs and executives. The policy prohibits employees from dealing in AF
Legal Group Limited securities while in possession of material non-public information relevant to the Group.

The Group would consider a breach of this policy as gross misconduct, which may lead to disciplinary action and
notentially dismissal.

iples of Compensation

The Company remunerates its senior executives in a manner that is market competitive and consistent with best practice
as well as supporting the interests of shareholders. Consequently, under the Senior Executive Remuneration Policy, and
subject to the determination of the Remuneration and Nomination Committee, the remuneration of senior executives may
be comprised of the following:

«  Fixed salary, including superannuation, that is determined from a review of the market and reflects core performance
requirements and expectations;

«  Aperformance cash bonus designed to reward achievement by individuals of performance objectives; and
«  Longterm incentives in the form of Performance Rights.
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2. Director’s Report (continued)

Fixed Remuneration

Fixed remuneration consists of base salary, superannuation and other non-monetary benefits and is designed to reward
for:

«  The scope of the executive’s role;
«  Theexecutive’s skills, experience and qualifications; and
+ Individual performance.

It is set with reference to comparable roles in similar companies.

Short Term Incentive - Performance Cash Bonus

KMP and other senior management are eligible for an Annual Performance Cash Bonus.

In determining whether or not executives are eligible for a Performance Cash Bonus, the Board and the Remuneration and
Nomination Committee review the achievement of both Financial and Non-Financial key performance indicators (KPIs) for
the financial year compared with executives personal KPIs that had been set for the year.

The achievement of some or all of the KPIs will allow the Remuneration and Nomination Committee to determine the level
of Performance Cash Bonus that is paid.

Long-Term Incentive Plan (LTIP)

As approved at the Extraordinary General Meeting (EGM) convened on 8 April 2019, AFL has adopted an LTIP to reward and
retain employees. Under the rules of the LTIP, the AFL Board has a discretion to offer any of the following awards to senior
management, directors or other nominated key employees:

«  Options to acquire Shares;
«  Performance rights to acquire Shares; and/or

«  Shares, including to be acquired under a limited recourse loan funded arrangement, in each case subject to service-
based conditions and/or performance hurdles (collectively, the Awards). The terms and conditions of the LTIP are set
out in comprehensive rules.

Details of remuneration

Post-employment Long-term Share based
Short-term benefits benefits benefits payments
D Cash salary & fees Other Bonus Superannuation Employee Leave Performance rights Total
2021 5 $ $ $ $ $ $
En-Executive Directors
Kevin Lynch 35,004 - 12,500 - - 68,348 115,852
Executive Directors
Grant Dearlove 180,000 - - - - 359,246 539,246
Glen Dobbie 150,000 - - - - 311,402 461,402
Edward Finn 66,824 - - 676 - - 67,500
Other Key Management Personnel
Stace Boardman 210,256 - 8,219 21,523 8,079 - 248,077
642,085 - 20,719 22,198 8,079 738,997 1,432,078
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2. Director’s Report (continued)

Post-employment Long-term Share based
Short-term benefits benefits benefits payments
Cash salary & fees Other Bonus Superannuation Employee Leave Performance rights Total
2020 $ $ $ $ $ $
Non-Executive Directors
Kevin Lynch 23,336 = 12,500 = 64,690 100,526
Executive Directors
Grant Dearlove 120,000 = 105,000 = = 174,662 399,662
Glen Dobbie 50,000 = 50,000 = = 129,379 229,379
Edward Finn 61,644 = 5,856 9,558 77,058
Other Key Management Personnel
Peter Bergin” 30,000 - - - 30,000
Stace Boardman* 177,029 21,000 16,818 10,667 225,513
1/~ 462,009 - 188,500 22,674 20,225 368,731 1,062,139
* Represents remuneration from date of appointment and/or to date of resignation
The portion of remuneration linked to performance and the fixed proportion are as follows:
Fixed remuneration At risk - STI At risk - LTI
Name 2021 2020 2021 2020 2021 2020
Non-Executive Directors
Kevin Lynch 30% 23% 11% 12% 59% 64%
Executive Directors
Grant Dearlove 33% 30% - 26% 67% 44%
Glen Dobbie 33% 22% - 22% 67% 56%
Edward Finn 100% 100% - - - -
Other Key Management Personnel
Peter Bergin - 100% = - = =
Stace Boardman 100% 91% - 9% - -

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: Grant Dearlove

Title: Executive Chairman

Agreement commenced: 10 August 2020
Terim of agreement: None

Details: Base remuneration for the year ending 30 June 2021 of $180,000 paid as consultancy
fees, to be reviewed annually by the Nomination and Remuneration Committee. 3-month
termination notice by either party. Discretionary cash bonus as per Nomination and
Remuneration Committee approval and KPI achievement, non-solicitation and non-
compete clauses. Eligible to participate in the Company’s LTIP and STIP subject to KP!

achievement.
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2. Director’s Report (continued)

Name:
Title:

Agreement commenced:

Term of agreement:
Details:

Glen Dobbie

Executive Director

10 August 2020

None

Base remuneration for the year ending 30 June 2021 of $150,000 paid as consultancy
fees, to be reviewed annually by the Nomination and Remuneration Committee. 3-month
termination notice by either party. Discretionary cash bonus as per Nomination and
Remuneration Committee approval and KPI achievement, non-solicitation and non-
compete clauses. Eligible to participate in the Company’s LTIP and STIP subject to KPI
achievement.

Name:
Title:

Agreement commenced:

Term of agreement:
Details:

Kevin Lynch
Non-Executive Director
22 October 2019

None

Base remuneration for the year ending 30 June 2021 of $35,000 paid as consultancy fees,
to be reviewed annually by the Nomination and Remuneration Committee. 3-month
termination notice by either party. Eligible to participate in the Company’s LTIP and STIP
subject to KPI achievement.

Name:
Title:

Agreement commenced:

Term of agreement:
Details

Dr. Sarah Kelly OAM
Non-Executive Director
30 August 2021

None

Base remuneration of $35,000 paid as consultancy fees, to be reviewed annually by the
Nomination and Remuneration Committee. 3-month termination notice by either party.
Eligible to participate in the Company’s LTIP and STIP subject to KPI achievement.

Name:
Title:

Agreement commenced:

Term of agreement:
Details:

Stace Boardman

Chief Operating Officer
29 July 2019

None

Base salary for the year ending 30 June 2021 of $230,000 including superannuation, to

be reviewed annually by the Board. 2-month termination notice by either party. Bonus

of $10,000 (including superannuation) relating to FY20 paid in August 2020. Eligible to
participate in the Company’s STIP and LTIP. Discretionary bonus as per Board approval and
KPI achievement, restraint period, non-solicitation and non-compete clauses.

mounts payable to KMP as at 30 June 2021

Name $
Grant Dearlove -
Glen Dobbie -
Kevin Lynch 3,209
Stace Boardman -
Total 3,209
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2. Director’s Report (continued)

Share-based compensation

Issue of shares

Atotal of 1,425,000 shares were issued to directors and other key management personnel on conversion of performance
rights during the year ended 30 June 2021.

Name Issue date Shares Issue price
Grant Dearlove 14 October 2020 675,000 -
Glen Dobbie 30 September 2020 500,000 -
Kevin Lynch 6 October 2020 250,000 -

Performance Rights

The terms and conditions of each grant of performance rights 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 Grant Vesting date & Exercise Fair value per option
Name options granted date exercisable date Expiry date price atgrant date (cents)
Grant Dearlove! 675,000 04-12-19 30-06-21 04-12-22 - 4.0
Grant Dearlove? 675,000 04-12-19 30-06-21 04-12-22 - 20.0
Grant Dearlove? 300,000  29-01-21 30-06-21 29-01-24 - 45.0
Grant Dearlove 975,000 29-01-21 30-06-22 29-01-24 - 45.0
Glen Dobbie3 500,000  04-12-19 30-06-21 04-12-22 - 4.0
Glen Dobbie? 500,000  04-12-19 30-06-21 04-12-22 - 20.0
Glen Dobbie? 300,000  29-01-21 30-06-21 29-01-24 - 45.0
Glen Dobbie 800,000  29-01-21 30-06-22 29-01-24 - 45.0
Kevin Lynch* 250,000  04-12-19 30-06-21 04-12-22 = 4.0
Kevin Lynch? 250,000 04-12-19 30-06-21 04-12-22 = 20.0
Kevin Lynch 250,000  29-01-21 30-06-22 29-01-24 - 45.0

1. Converted to ordinary shares on 14 October 2020

2. Converted to ordinary shares on 9 September 2021
3. Converted to ordinary shares on 30 September 2020

4. Converted to ordinary shares on 6 October 2020

Performance rights granted carry no dividend or voting rights.

All performance rights were granted over unissued fully paid ordinary shares in the company. The number of performance
rights granted was determined having regard to the satisfaction of performance measures and weightings as described
above in the section “Principles of compensation”. Performance rights vest based on the provision of service over the
vesting period whereby the executive becomes beneficially entitled to the option on vesting date. Performance rights 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 performance
rights other than on their potential exercise.

Page - 16



ANNUAL REPORT | FOR THE YEAR ENDED 30 JUNE 2021

2. Director’s Report (continued)

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 Group, including their personally related parties, is set out below:

Balance at start Balance at the end

Name of the year Additions  Forfeited/other of the year
Grant Dearlove 1,000,000 1,925,000 - 2,925,000
Glen Dobbie 2,185,000 1,318,786 - 3,503,786
Edward Finn 10,875,000 - (2,250,000)* 8,625,000
Kevin Lynch 158,750 566,463 - 725,213
14,218,750 3,810,249 (2,250,000) 15,778,999

* Disposal represents shares forfeited

Performance Rights

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

Bal. at start Balance at the

Name of the year Granted Exercised Forfeited/other end of the year
Grant Dearlove 1,350,000 1,275,000 (675,000) - 1,950,000
Glen Dobbie 1,000,000 1,100,000 (500,000) - 1,600,000
Edward Finn 1,200,000 - - (1,200,000) -
Kevin Lynch 500,000 250,000 (250,000) - 500,000
4,050,000 2,625,000 (1,425,000) (1,200,000) 4,050,000

Pursuant to Mr. Edward Finn stepping down as the Managing Director of AFL on 10 August 2020, Mr. Finn forfeited his
1,200,000 performance rights over ordinary shares.

Additional information

During the year, a related entity to Glen Dobbie was paid $200,000 for consulting fees provided to the Group for capital
raising and acquisitions completed during the period and Kevin Lynch was paid $7,500 for consulting services provided to
the Group. The consulting fees were provided on an arm’s length basis.

There were no other transactions conducted between the Group and KMP and their related parties other than the above,
that were conducted other than in accordance with normal employee relationships on terms not more favourable than are
reasonably expected under arm’s length dealings with unrelated persons.

End of Remuneration Report (Audited)
On behalf of the directors

Grant Dearlove

30 September 2021
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3. Corporate Governance Information

Corporate Governance Statement

AF Legal Group Limited (the “Company” or “AFL”) is committed to operating effectively and in the best interests of
shareholders. The Company had in place appropriate corporate governance policies and practices for the financial
yearended 30 June 2021 and has adopted a Corporate Governance Statement which reports against the ASX Corporate
Governance Council’s Principles and Recommendations and this can be accessed at:

https://www.australianfamilylawyers.com.au/about-us/corporate-governance

Gender Diversity

The Company recognises that people are its most important asset and is committed to the maintenance and promotion of
workplace diversity.

A full copy of AFL’s gender diversity policy can be found at https://australianfamilylawyers.com.au/wp-content/
uploads/2019/04/AF-Legal-Group-Diversity-Policy.pdf.

The Board of Directors has set the measurable target that at least 50% of its staff, and 50% of its Senior Management are
female.

The Board is pleased to report that

«  64% of its management staff are female
69% of its fee earning staff are female
76% of all of its staff are female

On 30 August 2021, the Company appointed Dr. Sarah Kelly OAM as an Non-Executive Director. Dr. Sarah Kelly OAM is the
only female on the Board.
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4. Auditor’s Independence Declaration

PKF Brisbane Audit PKF

AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF AF LEGAL GROUP LIMITED

| declare that, to the best of my knowledge and belief, during the year ended 30 June 2021, there have
been no contraventions of:

(a)  the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

(b)  any applicable code of professional conduct in relation to the audit.

PKF BRISBANE AUDIT

- -

- o -
TIM FOLLETT
PARTNER

BRISBANE
30 SEPTEMBER 2021

PEF Brishars Audit ABMN 35 873 151 343
Lervd 6, 10 Eaghe Stroel, Bresbane, (LD 4000 | (3P0 Box 1558, Brisbane, (LD 4001 | T: +61 T 3830 9733
Briakane | Rockhamphon waww pid.com au
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5. Financial Report

AF Legal Group Limited and its controlled entities

ABN 82 063 366 487

Consolidated Statement of Profit or Loss and Other Comprehensive Income
For the year ended 30 June 2021

Consolidated

2021 2020

Note $ $
Revenue 3 11,123,487 7,039,063
Expenses
Cost of sales (711,142) (529,399)
Employee benefits expense (5,487,776) (3,325,296)
Other expenses 4 (1,712,506) (942,786)
Administration expenses 5 (1,821,569) (923,360)
Share based payment expense 6 (738,997) (368,731)
Depreciation expense (804,181) (360,750)
Amortisation expense (342,567) (264,130)
Profit/(Loss) before income tax (495,251) 324,611
Income tax (expense)/benefit 7 12,814 97,770
Profit/(Loss) for the year (482,437) 422,381
Other comprehensive income - -
Total comprehensive income/(loss) for the year (482,437) 422,381
Earnings per share for profit / (loss) attributable to the
ordinary equity holders of the Company:
Basic earnings / (loss) per share (cents) 9 (0.66) 0.70
Diluted earnings / (loss) per share (cents) 9 (0.66) 0.66

The accompanying notes form part of these financial statements
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AF Legal Group Limited and its controlled entities

ABN 82 063 366 487
Consolidated Statement of Financial Position
As at 30 June 2021
Consolidated
2021 2020
Note $ $
SSETS
CURRENT ASSETS
Cash and cash equivalents 10 4,657,653 1,554,743
Trade and other receivables 11 2,813,757 1,801,746
Other current assets 12 697,801 141,463
TOTAL CURRENT ASSETS 8,169,211 3,497,952
NONCURRENT ASSETS
Deferred tax assets 8(a) 773,704 563,475
Right of use assets 13 880,550 126,751
Plant and equipment 14 455,213 68,490
Intangible assets 15 10,407,991 6,731,773
TOTAL NONCURRENT ASSETS 12,517,458 8,090,489
TOTAL ASSETS 20,686,669 11,588,441
LIABILITIES
CURRENT LIABILITIES
Trade and other payables 16 2,776,623 1,470,891
Current tax liabilities 8(c) 530,393 478,871
Deferred consideration 17 812,500 273,645
Lease liabilities 18 825,280 375,281
Bor