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About Australian Unity

About

Australian Unity
.

Established in 1840, we were Australia’s first member-owned wellbeing company,
delivering health, wealth and care services.

We’re committed to real wellbeing for all Australians. For us, real wellbeing means so much more than physical health.
It’s about your standard of living and feeling safe in your home. It’s your personal relationships and being connected to

your community. It’s about what you want to achieve in life, while having the security to get out and do what makes

you happy.

Being a member-governed company—also called a mutual—gives us more freedom to invest money back into the
services and solutions that matter most to our members, customers and the Australian community.

Our purpose
To help people thrive

Our vision

To enable Real Wellbeing for our
members, customers and the
community through our portfolio of
commercial, sustainable businesses

Areas of operation
Health, Wealth & Care

Our key objectives

Create a
great place
to work

If we take care of our
people, they will take care
of our customers.

%

We've been here for

180 years, and we want to
be here for many more.

Put customers
and members
front and centre

Customers and members
have choices, and we
want them to choose us.

Make a
difference in
our community

Community is at the
heart of what we do.
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2 FY2018 includes the sale of the Group’s corporate health insurance business, Grand United Corporate Health Limited (GUCH), affecting the comparative results for FY2017.

* Revenues: comprise revenue and other income receipts (shown as the bottom section of the bar chart) as shown in the Consolidated statement of comprehensive income in the
Annual Report, excluding discontinued operations, plus life investment contract premium receipts (shown as the fop section of the bar chart). The latter receipts are recorded as
movements in benefit fund policy liabilities in the balance sheet and not through the statement of comprehensive income.

# Comparative information has been restated (see note 21(c) of the Financial report).

* Members’ funds: net assets of the Group attributable to members.

¥ Australian Unity Bank loan book: gross loans less provision for doubtful debts.

* Assets & funds under management and advice, including developments and associated debt facilities.

1 FY2018 excludes the sale of GUCH, affecting the comparative results for FY2017.

~ Profit before income tax: aftributable to members of Australian Unity Limited. Includes the before-tax profit from discontinued operations.
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A clear and focused business strategy underpinned by a long-term vision to

build a portfolio of health, wealth and care products and services has enabled
Australian Unity to navigate the challenges of a global pandemic and deliver
a solid result in the year under review.

The many and varied impacts on our
business, members, customers and
employees of the COVID-19 pandemic
that emerged in early 2020 required
the Group to continue making and
refining adjustments to its operational
activities. However, it finished the
year with a profit after tax of

$32.9 million—a significant
improvement on the prior year’s

$9.1 million' profit.

The potential catastrophic
consequences of a failure to manage
the impact of COVID-19 on our human
services businesses required
extraordinary measures to protect
aged care residents, home care
customers and the 6,000 employees
who support them. Despite the
material threats arising from
community transmission of COVID-19,
particularly in Victorian aged care
facilities, our residential aged care
business successfully restricted and
contained any outbreaks in its
facilities.

In our Retail businesses, we provided
hardship relief for health insurance
and banking customers, including
policy suspensions and premium
deferrals. We also supported our
employees through measures that
included an enhanced employee
assistance program and additional
leave entitlement initiatives.

Building balance sheet strength

The turbulent operating environment
that emerged with the onset of the
pandemic sharpened focus on the
need to maintain a solid balance sheet
position in support of operational
resilience and agility. A significant
milestone in this regard was the
successful Mutual Capital Instrument
(MCI) issue in December of the year
under review—the first of its kind in
Australia—which raised $120 million
from investors.

The opportunity for mutual
organisations to raise capital through
MCIs—as equity listed entities do
through the issuance of shares—was
brought about by reforms to the
Corporations Act 2001 (Cth) in 2019 that
included formal recognition of the
mutual corporate form. Previously,
mutual entities, including Australian
Unity, generally could only raise
funds by increasing debt, which had
effectively restricted growth.
Importantly, MCIs allow mutual
entities to raise permanent capital
without compromising their mutual
status.

Before a mutual organisation can
raise capital through MCIs, it must
amend its constitution, which
Australian Unity members approved at
their 2019 Annual General Meeting—
paving the way for the first MCI issue
in December of the following year.

Pleasingly, the $120 million raised
included a $20 million cornerstone
investment from HESTA, the largest
superannuation fund dedicated to
Australia’s health and community
services sector. HESTA noted at the
time that it shared with Australian
Unity a long-term interest in building
the country’s social infrastructure and
welcomed the opportunity to invest in
the fast-growing care economy that
could generate strong returns for its
members while helping to create
growth and jobs in the industries
where they work.

The proceeds from this capital raising
are being used for a range of
opportunities across the Group,
including pursuing near-term growth
opportunities within individual
businesses as well as investing capital
where historically third-party funding
has been used. The use of proceeds will
also extend to merger and acquisition
opportunities across the Group’s
platforms—including to increase
investment in social infrastructure and
to help support business consolidation
in important mutual sectors such as
private health insurance, banking and
friendly societies.

Given the success of the capital
raising—conducted during the
economic and social uncertainty
created by a global pandemic—the
board may consider further MCI issues
in support of our strategic agenda.



Strategic ambitions

While the COVID-19 pandemic has
presented substantial operational
challenges and required a strong focus
on building balance sheet resilience,
there was continued progress in our
ambition to become Australia’s most
trusted wellbeing company, as
highlighted by some of the examples
below.

Consistent with our pursuit of
accelerated growth opportunities in
healthy ageing precincts, we acquired
the Greengate retirement and aged
care business, comprising three
established co-located communities
in Sydney (Kogarah and Maroubra)
and Brisbane (Woolloongabba), as
well as a prime development site in
Brisbane (Auchenflower) that has
approval for a vertical retirement
village and residential aged care
precinct. As with most of the existing
Australian Unity portfolio, the
Greengate precincts offer continuum
of care options and operate on the
small-household model endorsed

by the recent Aged Care Royal
Commission. This operating model
made them compatible with
Australian Unity’s Better Together®
model of care.

The acquisition, completed in July

this year, was primarily financed from
existing internal funds, including
some proceeds from the inaugural
issue of MCIs, discussed above.

Also within our health and human
services portfolio, subsidiary company
Remedy Healthcare delivered more
than 410,000 episodes of care across
14 treatment programs. More than
34,000 hours of allied services were
provided to Australian Unity Home
Care customers—reflecting a strategic
aim to deliver a range of care services
that address the daily needs of
customers. Encouragingly, Remedy
Healthcare’s Ramsay Connect joint
venture with Ramsay Healthcare—in
its first full year of operation—earned
revenue of more than $5.0 million and
enrolled more than 2,200 patients into
community care hospital substitution
and rehabilitation programs.

Australians are also increasingly
looking to trustworthy institutions
to meet their financial wellbeing.
To this end, we launched the Future
of Healthcare Fund with the aim of
delivering long-term capital growth
through investment in the future
healthcare needs of Australians,
while our Green Bond Fund, which
invests in green, sustainable and
social bonds, continued to grow in
its first full year.

Our Retail businesses—health insurer
Australian Unity Health Limited and
Australian Unity Bank Limited—
delivered strong results in the face of
particular challenges presented by the
pandemic, while continuing to build
solid foundations for the delivery of
customer growth and member value.

Our social infrastructure agenda
continued to advance, with the
Australian Unity Healthcare Property
Trust (AUHPT) achieving a major
milestone with practical completion
and commercial acceptance of the
Surgical, Treatment and Rehabilitation
Service (STARS) public hospital in
November 2020—part of the landmark
$1.1 billion Herston Quarter health
precinct development in Brisbane.
Investors endorsed the management
of AUHPT by rejecting a takeover

bid launched in the year under review
by an international consortium.

Beyond healthcare, our social
infrastructure interests continued
to grow and broaden, with solid
growth in the Specialist Disability
Accommodation Fund, launched in
the prior year, establishment of a
Childcare Property Fund and our
residential aged care acquisitions
and developments.

As foreshadowed in last year’s report,
the board along with the executive
team and other leaders from across
the Group have spent time reviewing
and revising our 10-year strategic
plan. In the next decade, the Group
will continue on its growth trajectory
by leveraging its position across the
continuum of care, incorporating key
social determinants such as housing,
community and social interaction,

1 Comparative information has been restated (see note 21(c) of the Financial report).
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employment and education alongside
healthcare. We will also seek to
become a leading source of integrated,
personalised healthcare, continue to
support Australians in building their
financial wellbeing and accelerate our
participation in social infrastructure.

In conclusion, as I complete this sixth
year of my term as Chair, I am
encouraged by the possibilities ahead
for the Company, with the events of
the past two years demonstrating the
relevance of a modern mutual with
180 years of experience in meeting the
real wellbeing needs of Australians.

The board renewal and succession
process initially set in train a decade
ago will continue as we seek to ensure
the board contains a diversity of
knowledge, skills and professional
experience gained during senior
executive and non-executive careers
across a range of sectors.

Our solid results and future potential
are the result of the work of many
people across the board, our executive
team led by Group Managing Director
Rohan Mead and our 7,000-plus
employees—to whom I extend my
gratitude.

Peter Promnitz
Chair
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Despite the ongoing economic and social disruption caused by the global pandemic
during the year under review, Australian Unity continued to advance its strategy
of building a commercially sustainable portfolio of businesses that provides
member, customer and community value—and is supportive of personal and

community wellbeing.

While the pandemic presented our
board, leadership team, businesses
and employees with a range of
challenges—at times unexpected and
complex—the Group ultimately
delivered a sound operational and
financial result for its members.
Significantly, as with the prior year,
there were no fatalities among our
residential aged care customers or
employees due to workplace exposure
to COVID-19.

We responded to the ongoing
pandemic by maintaining and, where
possible, improving levels of service
and responsiveness to the needs of
members and customers, while at
the same time pursuing efficiency
measures to mitigate risks and curtail
expenditures. During this time,

we also focused on the welfare of
our employees and the impact
COVID-19 has had on them.

While the pandemic affected all
sectors of the Australian economy,
precipitating uncertainty and social
disruption, the Group delivered a solid
profit after income tax of $32.9 million
for the year under review, compared
to $9.1 million' in the prior year.

The Group delivered these financial
results after implementing the lowest
average premium increase for health
insurance premiums in more than

20 years.

Despite the positive result, direct and
indirect COVID-19 impacts affected
the Group’s overall results, with these
impacts including the implementation
of extraordinary measures to protect
aged care residents, home care
customers and the employees who
support them; the provision of
hardship relief for health insurance
and banking customers; and the
effects of tightened economic
circumstances on consumer

spending patterns.

Strategically, our commitment to
building long-term sustainability
into our business portfolio did not
waver in the face of the near-term
operating challenges presented by
COVID-19—but it did require a specific
and strong focus on balance sheet
resilience. To this end, the Group
raised $120 million from investors
through Australia’s first Mutual
Capital Instrument (MCI) issue in the
year under review—an opportunity
provided by 2019 legislative
amendments and endorsed by
Australian Unity’s members.

Also, the Group retired the remaining
$71.3 million of Series B Australian
Unity Bonds when they matured

in December 2020—further
strengthening its balance sheet
position.

Progressing our strategic agenda

In the year under review, the Group
continued to progress its strategy

of developing a portfolio of valued
health, wealth and care products and
services for members across its three
business platforms (see below).

It also advanced its social
infrastructure agenda, with the major
milestone of practical completion and
commercial acceptance of the
Surgical, Treatment and Rehabilitation
Service (STARS) public hospital in
Brisbane—a key component of the
$1.1 billion Herston Quarter health
precinct being developed in
partnership with the Queensland
Government.

In June of the year under review and
subsequent months, Australian Unity
invested more than $100 million in
the Australian Unity Healthcare
Property Trust (AUHPT) via a
premium cash offer made to existing
AUHPT investors and by contributing
$20 million as a cornerstone investor
in AUHPT’s $320 million capital
raising (with property market
participant Dexus contributing

$180 million). The investment
demonstrated our commitment to
both AUHPT’s portfolio of unique
healthcare and medical infrastructure
assets that



support Australia’s future healthcare
needs, and the funding of its ongoing
growth on behalf of unitholders.

In our prior year annual reporting,
we noted that a review of historical
employee entitlements and
superannuation initiated by us had
regrettably identified payroll errors,
resulting in underpayments and
overpayments to some of our
employees. We have continued to
progress our review and remediation
program, making good on employee
payments. We have not sought to
recover overpayments, and our review
and remediation program is nearing
completion. We voluntarily reported
to the Fair Work Ombudsman and are
continuing to provide updates and
respond to requests for information.
We have made and are continuing to
make significant improvements and
upgrades to our payroll systems and
practices to reduce the risk of these
errors reoccurring.

Strategic and financial
performances of the three
business platforms

Each of our three business platforms
made positive contributions to the
result in the year under review.

Independent & Assisted Living (IAL)
delivered a sound result given the
complex pandemic year. IAL's adjusted
EBITDA” rose by $13.7 million or

23.9 percent on the prior year,

to reach $71.1 million.

Subsidiary Remedy Healthcare had

a successful year with a 44.2 percent
increase in revenue to $41.0 million.
Encouragingly, the first full year of
operation of its Ramsay Connect joint
venture with Ramsay Healthcare earned
more than $5.0 million in revenue.

The IAL business continued to pursue
its strategy of accelerated growth
opportunities in healthy ageing
precincts with the acquisition of the
Greengate retirement and aged care
business. As noted by the Chair,

this purchase delivered three
established co-located communities.
As a result, TAL now owns and
operates 10 co-located retirement
villages and residential aged care
precincts and 14 retirement villages
across NSW, Victoria and Queensland,
comprising 2,749 independent living
units and 1,011 aged care beds.

Retail ended the year under review
with an adjusted EBITDA increase of
33.6 percent on the prior year to
$81.8 million, which reflected both a
decrease in private health insurance
claims and improved performance
by the business.

As well as providing relief for
policyholders affected by the
pandemic, our health insurance
business delivered an average
premium increase of 1.99 percent—
which was below the announced
sector average of 2.74 percent—the
sixth lowest of all 35 health funds
and, as noted above, our lowest in
20 years. As at 30 June 2021, about
$18 million of COVID-19 support
measures had been provided to
Australian Unity members. In line
with claims savings due to the impact
of the pandemic, further premium
relief of about $6 million will be
delivered in the 2022 financial year.

Strong lending growth for Australian
Unity Bank enabled the business to
offset the impact of lower interest
rates on revenue, with total assets

at year-end growing by $16.9 million
to $1,150.8 million.

Wealth & Capital Markets (W&CM)
recorded an adjusted EBITDA of
$27.3 million, which was a decrease
of 16.8 percent on the prior year,
reflecting significant direct and
indirect impacts of the pandemic
on business activity.

Beyond the completion of the

STARS public hospital mentioned
above, the Group’s presence in social
infrastructure continued to grow
and broaden. Notable achievements
included material progress in the
Specialist Disability Accommodation
Fund and the establishment of a
Childcare Property Fund, with an
initial capital raise planned for
early in the 2022 financial year.

The Diversified Property Fund had

a strong year, delivering investors

a total return of 19.6 percent for

the year to 30 June 2021.

1 Comparative information has been restated (see note 21(c) of the Financial report).
2 Adjusted EBITDA: adjusted earnings before tax, depreciation and amortisation, interest expense and investment income.
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The Investments business unit
experienced positive net flows from
retail, middle and institutional
markets and strong investment
performance across key product areas.
The Future of Healthcare Fund was
launched during the year with the aim
of delivering long term capital growth
by investing to support the future
healthcare needs of Australians.
Support for the Green Bond Fund

also continued to grow.

Sales across Life & Super products
were pleasing, given the prolonged
low interest rate environment and
challenging economic conditions
presented by COVID-19. While the
advisory and trustee services
businesses were particularly affected
by the pandemic, there was notable
uplift in the second half of the year.

Despite the ongoing impact of
COVID-19, the Group’s outlook
remains positive. While the effects of
the pandemic will continue to be felt
throughout the year ahead, our view
is that the underlying pressures
arising from demography and the
associated economic, social and policy
change will generate positive
opportunities for the Group and its
services. The Group’s strategic
approach, balance sheet resilience and
operational flexibility has prepared

it for these types of complex
circumstances. Indeed, ongoing
market disruption and growing
community needs will provide
Australian Unity with significant
growth potential.

In conclusion, I thank our employees
and their managers—under the
guidance of our leadership team and
board—for their commitment and
tremendous efforts in such a
challenging year.

T —
Rohan Mead
Group Managing Director
& CEO
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1 Comparative information has been restated (see note 21(c) of the Financial report).
"~ Adjusted EBITDA: adjusted earnings before tax, depreciation and amortisation, interest expense and investment income.
* Assets & funds under management and advice, including developments and associated debt facilities

¥ Australian Unity Bank loan book: gross loans less provision for doubtful debts.

9 Includes cross investments (investments by Australian Unity funds in other funds managed or operated by Australian Unity or its associates).
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Environmental, Social and Governance (ESG) criteria
have become increasingly important as a set of standards
for assessing a company’s activities and sustainability.
In 2021, Australian Unity will release its first standalone
report documenting its impact across these three areas,
with a focus on our social impact, which has been at the
centre of the Group’s activities for more than 180 years.

Environmental

Australian Unity acknowledges the growing impact of
climate change on the wellbeing of our communities.

We are seeking to understand and to manage this risk and
finding ways to reduce our environmental impact across
our business activities. We have already implemented
various policies, principles, initiatives and targets across
the Group to achieve this aim and continue to look for
new and innovative ways to improve our environmental
performance. Importantly from a governance and
accountability perspective, we continue to improve the
capture and disclosure of our environmental impacts and
activities—including at the board level where we report
our current position, achievements and commitments in
relation to environmental governance, risk management,
strategic initiatives and our targets and metrics.

Social

Having a social impact is at the core of what we do, and
accordingly, we see the ‘S’ in ESG as a way of measuring
our performance as a wellbeing company. Consequently,
last year we introduced our Community & Social Value
framework, outlined on these pages, to help us
understand, articulate and measure our social impact.
This framework focuses our decision-making on
delivering value, in the form of wellbeing, to our members,
customers, employees and the broader Australian society.
It is underpinned by our 20-year partnership with Deakin
University to better understand and quantify wellbeing
through the Australian Unity Wellbeing Index (AUWTI),
which focuses on the ‘seven domains of wellbeing’—
factors that combine and work together over time to build
a picture of life satisfaction.

Governance

As a modern mutual company, Australian Unity brings
together a focus on members, customers and community
with the commerciality of a listed company or private
equity. We are proud of our strong social focus and
presence—built on the foundations of good corporate
governance and sound risk management practices that
are a fundamental part of the culture and business of
the Group. The key aspects of the Group’s corporate
governance framework and risk management practices
are outlined in the Governance statement and Directors’
report of this Annual Report.

10

Community &
Social Value framework

Impact area: Lifelong wellness

Outcome 1: Better access to healthcare

With pressures on the public health system affecting access to
healthcare, Australian Unity seeks to ensure its customers get
quality healthcare when they need it, including early intervention
care, preventative services, in-home and specialist services,
appropriate accommodation and specialist health facilities.

We also invest in the future of healthcare to help provide better
access for more Australians.

One of the ways we deliver on our support for better healthcare

is through our social infrastructure agenda—perhaps best
demonstrated by our partnership with the Queensland Government
to develop the $1.1 billion Herston Quarter health precinct in
Brisbane. In FY2021, the Herston project achieved a major
milestone with practical completion and commercial acceptance of
the Surgical, Treatment and Rehabilitation Service (STARS) public
hospital.

Beyond Herston, the unlisted Australian Unity Healthcare Property
Trust has invested in healthcare properties for more than 20 years,
including hospitals, medical centres and aged care facilities.

In FY2021, it added 243 hospital beds—48 at Beleura Private
(Mornington, Victoria), 13 at Townsville Private Clinic (Queensland)
and 182 at the STARS hospital.

Outcome 2: Improved health outcomes
Australian Unity supports customers to look after their health and
financial wellbeing, which leads to improved health outcomes.

Our subsidiary business, Remedy Healthcare, employs more than
350 health professionals who support the health and wellbeing

of Australians through allied health, in-home care and telehealth
services. In FY2021, more than 500 people accessed Remedy
Healthcare's MindStep® program—a low-intensity, guided self-help
service for people with symptoms of mild to moderate anxiety

or depression that is designed to run alongside existing
psychological care.

The success of MindStep® has seen its adaptation for a specialised
support service for Aboriginal and Torres Strait Islander peoples
called Healing Minds, which commenced in FY2021. Developed by
Australian Unity's Indigenous services team with leading Aboriginal
health and cultural professionals, Healing Minds provides culturally
appropriate one-on-one support from qualified Indigenous mental
health practitioners that meets the needs of Aboriginal and Torres
Strait Islander peoples.
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Under our Community & Social Value framework, we seek to maximise and measure our impact on
the wellbeing of our members, customers, the community and broader society against three areas
of impact: lifelong wellness, economic empowerment and strong communities—each of which

have their own defined outcomes.

Impact area: Economic empowerment

Outcome 3: Building financial resilience

Australian Unity helps customers to grow their wealth by
providing unique financial products, financial supports and wealth
management options that are easy to access and provide good
returns. As a result, customers build their financial resilience and
improve their financial wellbeing, including their ability to fund
their own healthcare and ageing.

In FY2021, our commitment to fostering financial resilience saw
the launch of a partnership with Indigenous Business Australia
(IBA) to make banking products more accessible to Aboriginal

and Torres Strait Islander peoples. Through this agreement,
Australian Unity Bank will provide a diverse range of products

and services to IBA customers to facilitate their economic
independence in a culturally-sensitive way—with a particular focus
on home ownership, which can contribute significantly to improved
socio-economic outcomes and community benefits. Since its
launch, the partnership has seen 12 loans written, totalling

$3.42 million, including seven loans for first home buyers.

Outcome 4: Social and economic opportunities through
employment

Australian Unity's investment in social infrastructure has
flow-on benefits for local communities, including employment
opportunities and increased spend with local small businesses.
For example, the STARS hospital, mentioned above, is already
employing almost 400 healthcare workers—a number expected
to grow to around 900 in the future.

Through our Reconciliation Action Plan, we prioritise expenditure
with Indigenous businesses and social enterprises that offer
employment opportunities to those who may otherwise be
excluded. To this end, in FY2021 we engaged 48 Indigenous
enterprises and spent $1.8 million—almost two percent of
contestable spend—with Indigenous businesses, of which

$1.1 million was recurring expenditure.

In FY2021, Australian Unity remained the largest private employer
of Indigenous and Torres Strait Islander peoples within the health
sector in New South Wales, with all the Aboriginal Home Care
executive team and most of its workforce of some 200 identifying
as Aboriginal.

Impact area: Strong communities

Outcome 5: Leading social innovation

With a gap between current social service availability and future
demand, particularly around in-place supports, Australian Unity
seeks to support positive change in communities across Australia
through innovative products and solutions that benefit its
members, customers and our broader society.

This innovation mindset is expressed in Better Together®—aged
care featuring consistent rostering of care companions to each
household that we have been designing, building and operating for
more than 10 years. 'Small household' was a preferred model of
care in the final report of the Royal Commission into Aged Care
Quality and Safety released in FY2021. The Better Together®
model was also a key contributor to successful restriction

and containment of any COVID-19 outbreaks in our communities
in FY2021.

Our commitment to supporting innovative models of in-place living
extends to our investment products, with the nascent Australian
Unity Specialist Disability Accommodation Fund—launched in
2020—settling 31 dwellings and having a further eight parcels of
land expected to be developed.

Outcome 6: Supporting living in place

Many Australians, particularly the aged, people with disability, and
those living in regional and remote areas, must move location to
receive appropriate care or housing. To help address this challenge,
Australian Unity invests in and facilitates access to place-based
models of care, builds social and community infrastructure, and
affordable and specialist housing. These help people to maintain
their independence, stay connected to their family, friends and
local community, and be empowered to make decisions that
support their wellbeing.

In FY2021, Australian Unity delivered almost three million hours of
care to about 38,000 customers in their homes, including 240,000
hours of care to more than 2,400 Aboriginal and Torres Strait
Islander people, which included a range of allied health, meals
provision, domestic assistance, transport, respite care and social
support services. In FY2021, these services were particularly
important to those customers living independently at home during
the COVID-19 pandemic who relied heavily on our services and
care in an environment of strict government restrictions.

11
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Australian Unity Board of Directors

Peter Promnitz Rohan Mead
BSc (Hons), AIAA, FAICD Group Managing Director &
Chair Chief Executive Officer
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Australian Unity Limited is a mutual entity with a number of
wholly-owned subsidiaries conducting the major operational
activities of the Australian Unity Group.

Good corporate governance and
sound risk management practices

are a fundamental part of the

culture and business of the Group,

of which Australian Unity Limited
(the Company) is the parent. The
Company is a mutual entity that

has been trusted to deliver wellbeing
services since 1840. Being a mutual
entity, the Company has more
flexibility to reinvest profits back
into its businesses to deliver services
and initiatives that foster wellbeing
and community value. Additionally,
the Group uses its profits to further
strengthen its governance frameworks
and to carefully monitor the positive
impact that its products, services and
other initiatives have on members,
customers and the community.

The key aspects of the Group’s
corporate governance framework
and risk management practices are
set out below.

Regulatory Framework

ASX listing rules

The Company is committed to
maintaining high standards of
corporate governance and actively
applies a governance framework that
reflects the majority of the ASX
Corporate Governance Principles and
Recommendations and meets the ASX
requirements relevant to its current
debt listings, which are Australian
Unity Bonds - Series C and D and
Mutual Capital Instruments.

Regulators

The Group’s business operations are
extensively regulated, including by
APRA, ASIC, the ACCC and the ASX.

The Company is registered as a
non-operating holding company
under subsection 28A(3) of the

Life Insurance Act 1995 (Cth) and

is regulated by APRA under that
designation. The Group is also subject
to oversight by various State and
Commonwealth regulators across its
operations and workforce, including
the Department of Health, the
Australian Taxation Office, the Fair
Work Ombudsman, the Workplace
Gender Equality Agency, AUSTRAC,
the OAIC and other work health and
safety regulators.

Board of Directors

The board of directors of the Company
is responsible for the governance of
the Group and ensuring it establishes
and implements risk management
frameworks and processes with the
ultimate objective of creating a sound
risk culture within the Group.

Board composition and expertise
As at 30 June 2021, there were eight
directors on the board. The board
comprises a majority of directors who
are non-executive and judged by the
board to be independent and free of
material relationships that might
influence their ability to act in the
interests of the Group and its
members. The average tenure of
non-executive directors at the end
of the year in review was six years.

The personal qualities required of
Australian Unity’s directors are:

- honesty and integrity

- strategic insight

- capacity to relevantly question,
probe and challenge

- ability to inspire and inform

- extensive connectivity within the
business world

- an understanding of contemporary
leadership and management
approaches

- a commitment to both the values of
the Group and the highest standards
of corporate governance and risk
management.

Directors must also possess particular
skills or experience relevant to the
business operations of the Group and
be ‘fit and proper’ within the meaning
of Australian legislation and
regulatory regimes applicable to the
Group’s business operations.

The board, led by the Chair, regularly
considers the skills represented by the
directors to ensure the mix of skills
remains appropriate for achieving the
Group’s objectives. The board consists
of directors with a broad range of
experience, expertise and diversity in
background and gender.

In a commitment to continuous
improvement, the board engaged an
external consultant to conduct a
review of its effectiveness and
composition in the year under review.
While the board is operating
effectively, it has recognised areas for
improvement and is committed to
adopting these as appropriate in
FY2022 and beyond.
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The board’s current skills-matrix includes:

Specific Skills General Skills

Healthcare Management

Retirement communities People and culture

Assisted living services Finance and accounting

Home and disability services Law

Financial services Governance

Investment management Risk and compliance

Insurance Regulatory and public policy
Property development Marketing and communications
Architecture

Board role and responsibilities

The role of the board is to promote
and protect the interests of the
Company and its members. It does
so by taking informed risks, soundly
governing the Group’s activities and
by seeking the highest standards of
ethical conduct and service

from employees.

The role and responsibilities of the

board are formalised in the board

charter. Some of the key matters the

board has reserved for itself include:

- appointment and terms of
appointment of the Group
Managing Director

- approval of the Group’s annual budget
and operating plans and platform
strategies and operating plans

- approval of new subsidiaries and
subsidiary board members

- setting and monitoring the Group
risk management framework,
including internal control and
accountability policies and systems.

Role of Chair

The Chair, an independent non-
executive director, is responsible for
the efficient conduct of the board’s
meetings, setting the agenda,
facilitating the work of the board

at its meetings and ensuring the
procedures and standards of the
board are observed.
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Meetings of the board

The board met on 26 occasions during
the year under review, including a
meeting to consider the revised
annual operating plan and its
application to the year ahead.

The board also had a number of
additional briefings in the year
under review, particularly in relation
to the Group’s response to the
COVID-19 pandemic.

Avoidance of conflicts of interest

In addition to their standing notices,
directors must declare any specific
conflicts of interest arising from the
business of a particular meeting.

Retirement and re-election

of directors

Directors (other than the Group
Managing Director) serve for a term
of not more than three years from
the conclusion of the Annual General
Meeting at which they are elected.

Non-executive directors will generally
serve no more than four terms.
Notwithstanding this term limitation,
if a non-executive director is
appointed as Chair in their third or
fourth terms then such non-executive
director, subject to being re-elected
at an Annual General Meeting, may
serve two further terms of three
years’ duration from the date that
they were appointed as Chair.

Committees

The board has established committees
to assist it in monitoring and, where
relevant, advising the management of
the Group on matters specific to the
committee’s terms of reference.

Each committee comprises individual
directors determined by the board to
be best suited to fulfil the committee’s
terms of reference.

Membership of all committees and
the number of meetings held by each
committee in this reporting period
are detailed in the Directors’ report.

The Chair of the Company is a
member of each committee.

Each committee is chaired by a
non-executive director appointed
by the board and provides regular
reports to the board about the
activities of the committee.

The minutes of the committee are
tabled at the following board meeting.
The current ongoing committees
established by the board to assist it

in the performance of its duties are
outlined below.

Audit Committee

The Audit Committee approves the
annual internal audit plan and
monitors the Group audit
department’s performance against
this plan. The main objective of the
Audit Committee is to oversee the
credibility and objectivity of financial
reporting and ensure the
independence of both the Group’s
internal and external audit functions.
The Audit Committee assists the
board in fulfilling its fiduciary
responsibilities relating to corporate
accounting and reporting practices

of the Group.



Risk & Compliance Committee

The Risk & Compliance Committee
(R&C Committee) oversees the risk
management framework for
identifying, assessing, mitigating
and monitoring material risks arising
from the activities of the Group and
promotes a greater awareness of risk
management practices and risk
culture within the Group. The R&C
Committee is also involved in shaping
the Group’s risk appetite and guiding
the Group’s strategy in line with its
determined risk profile. The R&C
Committee also has non-executive
oversight of key compliance matters
such as compliance frameworks,
reviewing key correspondence from
regulatory bodies and reviewing
periodical reports from risk and
compliance managers across

the Group.

Investment Committee

The Investment Committee reviews
and monitors the performance of the
Group’s investment policies and
activities for internal and external
customers. It approves the investment
policies, strategies and other
guidelines for the Group’s own
investable assets. The Investment
Committee plays a critical role in
overseeing investment management
matters and assessing and reviewing
the Group’s investment approach and
outlook to support compliance with
relevant covenants and mandates.

People, Culture & Remuneration
Committee

The People, Culture & Remuneration
Committee (PC&R Committee) is
responsible for assisting the board
and Chair in relation to key
appointments, remuneration,
nomination and organisational
culture.

The PC&R Committee oversees the
frameworks that enable the desired
values, culture, workforce
engagement, workplace diversity,
talent management and succession
across the Group Executives and
financial control and reporting
personnel as defined by the APRA
standards.

The PC&R Committee oversees the
frameworks that enable the desired
values, culture, workforce
engagement, workplace diversity,
talent management and succession
across the Group and reviews the
outputs of these frameworks at the
appropriate time throughout the year.

The PC&R Committee works to ensure
the Group has remuneration policies
and practices that comply with
legislation, promote sound risk
management and workplace culture,
and fairly, responsibly and
appropriately reward executives and
staff. Further detail, including
engagement of independent
remuneration consultants, is included
in the Remuneration report (contained
in the Directors’ report).
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Remuneration

Australian Unity’s remuneration
policy, which was approved by the
board on the advice of the PC&R
Committee, sets the framework for
rewarding all directors, officers and
employees of the Group.

The Remuneration report (contained
in the Directors’ report) sets out the
key objectives and principles of the
remuneration policy. The report also
outlines the executive remuneration
structure, which comprises fixed and
variable remuneration components,
in addition to details about non-
executive directors’ remuneration
and other information specifically
required under the Corporations Act.

Audit

External auditor

PwC Australia (PwC) was appointed
to conduct an audit of the Financial
report and to report to members in
accordance with the requirements
set out in the Corporations Act for
the year under review. Its Audit
report is provided at the end of the
Financial report.

A representative from PwC attended
the October 2020 Annual General
Meeting to answer any questions from
members on the conduct of the audit,
the preparation and content of the
Auditor’s report, accounting policies
adopted in the preparation of the
financial statements and PwC’s
independence in relation to the
conduct of the audit of the Group’s
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financial statements. A representative
from PwC will attend the October 2021
Annual General Meeting of the
Company to fulfil a similar role.

Internal audit

The Group’s audit department
provides independent, objective
assurance and consulting services to
the Group’s operations. The Group’s
audit department assesses whether
the Group’s network of risk
management, control and governance
processes are adequate and
functioning in a manner that
supports various aims, including:

the appropriate identification,
reporting and management of risks;
the accuracy, reliability and relevance
of financial, managerial and operating
information; and that employees’
actions comply with policies,
standards, procedures and applicable
laws and regulations.

Risk Management

The Company is committed to the
identification, management and,
where relevant, quantification of risk
throughout its business units and
controlled entities. Risk culture and
the implementation and adherence to
sound risk management frameworks
and practices, is a core area of focus
for the Company’s board and
management.

The board, informed by the work of
its R&C Committee, has established

a comprehensive enterprise risk
management policy and framework
covering significant business risks
and strategic considerations, and
adopted a risk appetite statement.
The underpinning processes are
consistent with the principles of the
relevant Standard (AS/NZS ISO 31000).
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As part of the risk management
framework, all business units
regularly identify, evaluate and
develop action plans to manage their
business risks and maintain risk
registers, which are regularly
reviewed and updated. Higher-rated
risks are regularly reviewed by the
R&C Committee in addition to annual
risk reviews, which addresses existing
and emerging risks, associated
mitigation strategies and status of
implementation.

Business-related proposals to be
considered by the board require
proposing officers to be individually
accountable for the identification,
measurement and mitigation of all
risk involved, and risk registers form
part of the project management
framework.

There are also programs in place to
manage risk in specific areas such
as capital management, business
continuity, information security and
emerging regulation.

The potentially adverse financial
impacts associated with catastrophic
risk exposures with regard to certain
aspects of the Company’s activities
are also attenuated by the purchase
of appropriate insurance cover.

The Group’s risk management
framework is periodically revised
to facilitate a continued proactive
and consistent approach to risk
management across all areas of
activity.

Tax Transparency

The Company (as the head company of
the Australian Unity tax consolidated
group) is a signatory to the Board of
Taxation’s Register in respect of the
Voluntary Tax Transparency Code

(the Tax Transparency Code). The Tax
Transparency Code supports greater
tax disclosure in Australia and reflects
the Company’s commitment to
compliance and governance.

Each financial year end the Company
publishes details of the taxes paid or
payable by the Australian Unity tax
consolidated group, and the Australian
Unity Tax Transparency Report is
released annually through the
Company’s website at australianunity.
com.au/companyperformance.

Compliance

The Company has a well developed
and implemented compliance
framework. Compliance managers
are in place in specific business units
where appropriate. The focus of this
function is to ensure ongoing
compliance with all laws and
regulatory requirements with
particular attention to industry
specific requirements.
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In writing this report, I am humbled and appreciative of the resilience of the
Australian Unity front line and office-based workforce during what has been
another extraordinary and challenging year.

In FY2021, the Group was well
advanced in progressing its strategic
objectives while managing continuing
challenges across each of the business
units. The Group saw a material uplift
in the profit after tax for the year;
however, as I have noted in my
previous reports, due to the nature

of the portfolio of businesses, an
unpacking of the result is important to
understand the performance of each
business.

The Group reported adjusted EBITDA of
$08.9 million, which was $22.5 million
higher than the previous corresponding
period, and a profit after tax of

$32.9 million—$23.8 million above the
previous corresponding period.' During
the year, the Group successfully
executed Australia’s first Mutual Capital
Instrument (MCI), issuing $120.0 million
at a fixed dividend rate of 5.0 percent
per annum. The dividend rate grossed
up for franking credits is 7.14 percent
per annum.> The Group repaid on
maturity in December 2020 $71.3
million of Series B Australian Unity
Bonds and refinanced $33.1 million of
Retirement Village Investment Notes.

I note the resilience and adaptability
that continues to be displayed by our
employees, members and customers
during these unprecedented times. Our
front line workers were and, indeed,
continue to be relentless in their efforts
to provide services to our members and
customers, while our office-based
employees have remained adaptive in
responding to new and increasingly
interrupted ways of working remotely.

Notwithstanding the challenges that
the external environment imposed
on the Group, it continued to make
positive progress across components
of the portfolio, while advancing its
social infrastructure and human
services agenda. The Herston Quarter
project in Queensland reached a major
milestone in the practical completion
and delivery of the STARS public
hospital, while the Home Care
Services business continued to refine
and deliver operating efficiencies
through the development of business
insights and the introduction of
self-insurance.

The financial statements contained
in this report were prepared in
accordance with the Corporations Act
and relevant accounting standards
and provide numerical insight into
how the Group performed financially
over the year.

I encourage members to read the
financial statements, the Operating
and Financial Review that forms part
of the Directors’ report and this report
in detail to gain further insight into
how the Group has performed and to
understand how we are executing

our strategy.

A year with varying impacts brought

on by the COVID-19 restricted operating
environments; positive progress
occurred in some businesses within

the portfolio while others have been
forced to largely stand still during
extended lockdowns.

1 Comparative information has been restated (see note 21(c) of the Financial report).
2 This is based upon Australian Unity’s current corporate tax rate of 30 percent and assumes that investors are able to fully benefit from
attaching imputation credits. This gross rate will change if Australian Unity’s corporate tax rate changes in the future.

Across the three business platforms,
the Group progressed its strategic
objectives; however, financial
performance of some businesses was
affected by regulatory and macro
challenges. We continued to invest in
systems and the operating model for
the largest of our newer businesses,
Home Care Services, which again saw
a material improvement in its financial
position. This was despite the
challenges of various lockdowns across
our operating regions and continued
challenges in attracting new employees
to support customer growth.

The Retail platform had a positive year,
driven by a lower underlying claims
pattern for the private health insurance
business and improved performance.
The scheduled April 2020 premium
round increase was delayed until
October 2020, with the Group delivering
an average premium rate increase of
1.99 percent in April 2021, compared
to a reported sector average of

2.74 percent. Within the Banking
business, we saw a continuation of
the strong lending growth it has
experienced in recent years, which
offset the impact of lower interest rates.
Australian Unity Bank implemented a
self-securitisation structure that will
help support the Bank’s continued above
average growth aspirations.

The Wealth & Capital Markets (W&CM)
platform continued to make
significant progress with the delivery
of its social infrastructure agenda,
including material progress on the
Herston Quarter project in Queensland
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and progress with the Specialist
Disability Accommodation Fund and
the establishment of a Childcare
Property Fund. The platform was
negatively impacted by the COVID-19
operating environment, with the
Advice and Trustees businesses
suffering from ongoing restrictions
on face-to-face engagement and the
intermittent closure of law courts.

The Independent & Assisted Living
(IAL) platform made positive progress
in the Home Care Services business
and reported a solid performance
within the Retirement Communities
business unit. Consistent with previous
years, the Group continued to report
occupancy levels well above market
average in both its Residential Aged
Care and Retirement Communities
portfolios. The platform was negatively
impacted by the COVID-19 operating
environment, with the Dental business
experiencing recurrent closures and
material personal protective equipment
costs in the Aged Care business.

Further information is provided in
the Operating and Financial Review
and the financial statements.

Financial results

The overall profit after income
tax for the year was $32.9 million,
which was $23.8 million, or

260.6 percent, higher than the
previous corresponding period.'

During the year, a review of our
remuneration operations regrettably
identified errors in payment of
historical employee entitlements
and superannuation to some of our
employees. As a result, historical
wage payments of $8.1 million and
superannuation payments of

$3.9 million have been made or set
aside for current and former
employees. These payments have
impacted earnings in the current and
prior financial years. A review of
Home Care Packages accounting
processes in our IAL platform was
also undertaken during the year,
which identified reconciliation errors
impacting revenue in prior financial
years. The reconciliation errors did
not cause any financial or service
level impact to our customers.

3 AASB 16 Leases
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Information about the financial
impacts of our reviews and
consequential restatement of prior
accounts is detailed in the
Explanatory Notes (note 21(c)).

Total revenue and other income from
continuing operations was $1.71 billion
(2020: $1.40 billion"). The Explanatory
Notes (note 27) highlight that

$1.45 billion of this revenue was
attributable to members and

$0.26 billion was attributable to
benefit fund policyholders—with
revenue attributable to members up
$89.3 million, or 6.6 percent, from the
prior year. This comparative result
was mainly driven by growth within
IAL and higher current year
management and performance fees

in our Wealth & Capital Markets
business, compared to the prior year
where the volatile investment markets
led to lower crystallisation of
performance fees (see note 2).

Expenses, excluding finance costs,
of $1.59 billion were $208.2 million
(15.1 percent) higher than the prior
year. Gross claims paid by our
retail health insurance business of
$591.6 million were 4.7 percent lower
than in the prior corresponding
period. Expenses in relation to
benefit funds of $205.0 million
were $147.9 million higher

(258.6 percent) than the prior year.

As detailed in note 3, depreciation and
amortisation costs of $47.7 million
were $1.4 million, or 2.8 percent,
lower than the prior year.

Finance costs, excluding the impact of
AASB 16°, were $2.1 million lower than
the prior year due to the repayment of
the Australian Unity Bonds Series B

in December 2020 and lower notional
interest on leases.

The group focused on liquidity and
balance sheet resilience

The consolidated balance sheet details
the Group’s assets and liabilities

along with equity. The 2021 financial
year closed with members’ funds of
$866.5 million, up 22.1 percent. The
material growth in members’ funds for
the year was driven by the inaugural
MCI issuance for $120.0 million.

At 30 June 2021, the Group gearing
ratio was 29 percent (see note 9(b)),
compared with 33 percent at 30 June
2020. This remains positive for the
Group as it provides greater balance
sheet capacity for future strategic
initiatives. It also reflects significant
headroom from the covenant gearing
ratio of 50 percent on our issued debt.

Corporate interest-bearing debt at

30 June 2021 totalled $415.1 million,
compared to $468.5 million in the
prior year, which mainly reflected the
payment upon maturity of the Series
B Australian Unity Bonds (see note 9).
Interest cover, or the proportion of
earnings before interest, tax,
depreciation and amortisation needed
to make interest payments, was

3.18 times, compared to 2.12 times the
previous year.' Interest cover ratio is
not a covenant of the listed bonds.

Intangible assets (see note 15) in

the current year of $313.8 million
remained in line with the prior year’s
$313.5 million.

The Group continues to maintain
strong liquidity and ended the year
with $1.01 billion in cash and cash
equivalents (see note 5). The balance
of cash and cash equivalents as at
30 June 2021 included the Parent
Entity’s accounts totalling

$162.4 million and amounts held by
benefit funds of $369.8 million.

I hope this report provides a greater
understanding of the key financial
activities the Group undertook during
the year under review. While the year
ahead will remain challenging as a
result of continued uncertainty
around border restrictions and
lockdowns across Australia and the
ongoing socio-economic impacts of
COVID-19, the Group will remain
focused on the safety of its employees,
members and customers, its liquidity,
and ensuring it remains well-placed
to continue to advance its strategic
objectives and capitalise on future
opportunities.

Darren Mann
Group Executive — Finance & Strategy
and Chief Financial Officer
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Your directors present their report on the consolidated entity
(referred to hereafter as Australian Unity or the Group) consisting of
Australian Unity Limited (Parent entity or Company) and the entities
it controlled at the end of, or during, the year ended 30 June 2021.

Directors

The following persons were directors of Australian Unity Limited
during the whole of the financial year and up to the date of this report
(unless otherwise stated):

Peter Promnitz, Chair

Rohan Mead, Group Managing Director & CEO
Lisa Chung, Non-executive Director

Melinda Cilento, Non-executive Director

Paul Kirk, Non-executive Director

Su McCluskey, Non-executive Director

Julien Playoust, Non-executive Director

Gregory Willcock, Non-executive Director

Company secretaries

Melinda Honig and Catherine Visentin were company secretaries of
Australian Unity Limited at 30 June 2021.

Principal activities

The principal continuing activities of the Group during the year were

the provision of a range of products and services to serve members and
customers with their savings, financial security, healthcare, retirement
living needs, home care and disability services. These products and
services included health and life insurance, investments and loan
facilities, financial and estate planning, allied health and dental services,
care services, and aged care and retirement living facilities.

Dividends

In April 2021, the Company paid an interim fully franked dividend
of $1.5342 per Australian Unity Mutual Capital Instrument totalling
$1,841,000.

Operating and financial review

In the year to 30 June 2021, the Australian Unity Group continued
advancing its strategy of building a commercially sustainable portfolio
of businesses that provides member, customer and community value
and is supportive of personal and community wellbeing.

While the year under review was similar in many ways to the prior year,
being significantly impacted by the COVID-19 pandemic, the Group
delivered a solid financial result.

Highlights of the year included a positive result within the Private Health
Insurance and Banking businesses, the continued positive impact of
improvements in the Home Care Services business; the Group’s work in
developing improved and sustainable patient and outcome-focused
healthcare services; and the ongoing advancement of the Group’s social
infrastructure agenda, which included the major milestone of practical
completion and commercial acceptance of the Surgical, Treatment and
Rehabilitation Service (STARS) public hospital at the $1.1 billion Herston
Quarter health precinct in Brisbane. Notwithstanding the challenges
arising from COVID-19, this major public hospital and significant piece
of social infrastructure was delivered largely on time and within
budget parameters.

Australian Unity Annual Report 2021

In the year under review, the Group also prioritised its focus on the
maintenance of a solid balance sheet position in support of operational
resilience and agility. To this end, the Group undertook Australia’s
inaugural Mutual Capital Instrument (MCI) issuance, raising

$120.0 million from investors. The opportunity to issue these financial
instruments was the culmination of many years of sector-shaping
advocacy for the Group, leading to legislative amendments that passed
through the Australian Parliament in 2019, allowing mutual entities,
subject to constitutional adjustment, to raise permanent capital without
compromising their mutual status. At the 2019 Annual General Meeting,
Australian Unity’s members voted to extend the Group’s strategic options
for raising funds—through the issue of MCIs. Also during the year, the
Group retired the remaining $71.3 million of Series B Australian Unity
Bonds when they matured in December 2020 and reissued $33.2 million
of Retirement Village Investment Notes (RVINS).

The impact of the COVID-19 pandemic continued to be felt in many ways
across the Group’s businesses in the year under review. It required the
implementation of extraordinary measures to seek to protect aged care
residents, home care customers and the employees who support them;
the provision of hardship relief for health insurance and banking
customers; and the effect of tightened economic circumstances.
Australian Unity responded to the pandemic by maintaining, and where
possible improving, levels of service and responsiveness to the needs of
members and customers, while at the same time pursuing efficiency
measures to mitigate risks and curtail expenditures. During this time,
the Group has also focused on the welfare of its employees and the
impact COVID-19 has had on them.

Nevertheless, the pandemic has affected the Group’s overall results,
with impacts including the deferment of private health insurance
premium increases; client cancellations and interruptions to regular
home care, disability, dental and health care servicing; some additional
government funding receipts; reduced lending and property services
activity fees; increased cost of additional personal protective equipment
(PPE) and related consumables; and cost containment undertaken in
response to these pandemic effects.

Despite this, the Group delivered a profit after tax of $32.9 million for the
year under review, compared to $9.1 million in the prior year, with each
of the business platforms making a positive contribution to the result.

The Group’s total revenue and other income increased to $1,706.1 million
(2020: $1,400.9 million). Despite the ongoing pressures of the pandemic,

overall revenues from operating businesses and investment returns grew
by $89.3 million, while benefit fund revenues increased by $215.9 million.

Total expenses, excluding financing costs, were $1,586.6 million

(2020: $1,378.4 million). This aggregate expense position was driven by
a $147.9 million uplift in benefit fund expenses. Expenses of operating
businesses increased by 4.6 percent, or $60.3 million, with higher client
care costs (up $19.6 million) and employee expenses (up $27.6 million),
while net health insurance claims were $24.3 million lower.

The overall outcome represents a significant improvement in the
aggregate trading position, with operating earnings for the year of
$52.1 million—an increase of $21.8 million on the prior year.

As noted in the interim report at 31 December 2020, during the year the
Group undertook a detailed review of the Home Care Services business
within the IAL platform following the effective finalisation of outcomes
from the remuneration review reported previously and regulatory changes
relating to the timing of funding for Home Care Package (HCP) clients.

In a review of the Group’s remuneration operations, payroll errors
impacting employees in our IAL platform were identified and voluntarily
reported to the Fair Work Ombudsman (FWO) during the year.
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Operating and financial review continued

The errors resulted in both underpayments and overpayments to some

of our employees. We are continuing to update and engage with our
employees, unions and the FWO, including responding to requests

for information. We have completed a substantial proportion of the
remediation work, with payments made for current and former employees
of $5.7 million. A further $2.4 million has been provisioned for remaining
remediation costs, which represents our best estimate of remaining
remediation costs at the time of writing this report. We have not sought
to recover overpayments. While this extensive and highly complex review
is nearing completion, efforts to finalise the remediation work, including
to contact former employees, are continuing. As the review has involved
reconciliation of a substantial volume of data and a high degree of
complexity, the final outcome of the review may be subject to future
adjustment. Separately, and as also noted in the Group’s interim report

at 31 December 2020, a review of historical superannuation guarantee
contributions for all employees was undertaken, resulting in additional
superannuation payments, including interest, of $3.9 million during

the year. Significant improvements and upgrades have been made to

the Group’s payroll systems and processes, with further enhancements
planned, to reduce the risk of these errors reoccurring.

A review of HCP accounting processes in our IAL platform identified
reconciliation errors impacting revenue in prior financial years.

The HCP review was undertaken in the context of changes made by

the Commonwealth Government to the HCP funding model, which in
February 2021 adjusted funding from payments in advance to payments
in arrears. The errors identified did not impact customers; specifically
no funds are owed to any and none has been underserviced.

The net aggregate impact of these reviews was determined to be
sufficient to require a restatement of prior period results, thus providing
more meaningful comparability between the years. The adjustments are
set out in the financial statements and are detailed at note 21(c).
Comparative information in this Operating and financial review has been
restated accordingly.

Despite the ongoing impact of COVID-19 and the consequential pressures
on its individual businesses, the Group remains positive about its capacity
to respond to these challenges and to continue to build on the
considerable opportunities arising from an external environment of
uncertainty and market disruption. In the context of this market
volatility, the Group will persist in maintaining balance sheet resilience
and operational flexibility as it continues to pursue the development of
the business portfolio and the realisation of strategic ambitions.

The Group’s operations are conducted through three business platforms:
Independent & Assisted Living; Retail; and Wealth & Capital Markets.
Key aspects of the operating, financial and strategic performance of each
platform during the year to 30 June 2021 are set out below. In assessing
the performance of its operating business segments, the Group uses a
measure of adjusted Earnings Before Interest, Tax, Depreciation and
Amortisation (adjusted EBITDA). As the name indicates, this measure
excludes the effects of tax, depreciation and amortisation, interest on
external borrowings and investment income. It also excludes Group
overheads and material non-recurring expenditure. A reconciliation
between adjusted EBITDA and profit before income tax from continuing
operations is set out in note 1 to the consolidated financial statements.
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Independent & Assisted Living (1AL)

The IAL platform operates retirement communities and provides home
care, aged care, retirement living, disability and allied health services.
The platform offers preventative health and chronic disease management
services through a wholly owned subsidiary, Remedy Healthcare, and
direct healthcare services through dental clinics. These businesses are
interconnected, seeking to deliver a continuum of care and service that
addresses the daily needs of its customers.

Financial performance — Independent & Assisted Living

Full year to Full year to

30 June 2021 30 June 2020
Smillion Smillion Variance
Total segment revenue $520.6 $484.6 7.4%
Operating expenses $449.5 $4272 (5.2%)
Adjusted EBITDA $71.1 $57.4 23.9%

The IAL platform recorded total segment revenue of $520.6 million for
the year, representing an increase of 7.4 percent compared to the prior
corresponding period (30 June 2020: $484.6 million). This positive result
was despite significant disruption across the IAL business during the
period as a result of the continuing COVID-19 pandemic.

Home Care Services experienced a 4.3 percent increase in revenue to
$322.0 million, Residential Communities increased 9.2 percent to
$133.0 million, Health Services increased 32.2 percent to $50.0m,
while Developments decreased 4.6 percent to $15.5 million.

IAL’s adjusted EBITDA of $71.1 million represented an increase of
23.9 percent and $13.7 million on the prior corresponding period.

Home Care Services (HCS)

HCS delivered an EBITDA of $29.4 million—a gain of $10.7 million on the
prior year. This was achieved through cost savings in a number of areas,
notably salary and wages expense through improvements in safety
performance, injury management and care worker utilisation, and reduced
costs in travel and entertainment, driven by government-imposed travel
restrictions as a result of the pandemic.

Almost three million hours of care were delivered to more than 38,000
customers by 3,021 care workers.

HCS saw a 26.5 percent increase in its home care packages (HCP) customer
base and a 32.0 percent increase in additional service hours provided.
Total HCPs under management reached 8,824 at 30 June 2021; an increase
of 1,850 package clients on the prior year.

The business secured government funding for meal delivery and COVID-19
emergency response, which partially offset the additional operational
costs imposed by the COVID-19 operating environment, particularly those
relating to PPE.

Within HCS, the Aboriginal Home Care business delivered approximately
240,000 hours of care to more than 2,400 clients by 196 care workers.
There were 747 HCPs under management, which was an increase of

159 packages in the year to 30 June 2021. Australian Unity’s Indigenous
Services business, which includes Aboriginal Home Care, is one of the
largest employers of Aboriginal and Torres Strait Islander peoples in the
aged and disability care sectors in Australia.



Residential Communities

Residential Communities owned and operated 21 retirement
communities across Victoria and New South Wales (NSW),
comprising 2,496 independent living units (ILUs) (June 2020: 2,496).

The resurgent property market, particularly in NSW, resulted in sales
growth of more than seven percent on the prior year.

Occupancy levels across the portfolio’s mature retirement villages
remained high at over 94 percent in the year under review.

Residential Communities owned and operated seven aged care facilities
in Victoria and NSW, incorporating 786 aged care beds (June 2020: 786).
The mature aged care portfolio continued to achieve top-quartile
occupancy at above 95 percent for the year to 30 June 2021 despite the
challenges of the pandemic.

Notwithstanding the material threats arising from community
transmission of COVID-19, particularly in Victorian aged care facilities,
Residential Communities successfully restricted and contained any
outbreaks in its facilities during the year under review, and remains
highly vigilant with the rapidly changing impacts from COVID-19 across
the sector. Australian Unity’s signature built-form environment—based
on a small household model with consistent rostering of the same staff
and strong clinical governance—was a key contributor to infection
prevention and control.

In the year under review, the Royal Commission into Aged Care Quality
and Safety report was released, including 148 recommendations of which
126 were accepted by the Federal government. The Group welcomed the
report and, in particular, the references to the National Aged Care Design
Principles which embody ‘small household’ models. Australian Unity is

uniquely positioned to deliver this model, which we call Better Together®.

On 7 July 2021, IAL acquired the Greengate retirement and aged care
business, with its three established co-located communities in Sydney
(Kogarah and Maroubra) and Brisbane (Woolloongabba) and a prime
development site in Brisbane (Auchenflower) that has approval for a
vertical retirement village and residential aged care precinct.

With the purchase of Greengate, Australian Unity now owns and operates
10 co-located retirement villages and residential aged care precincts and
14 retirement villages across NSW, Victoria and Queensland, comprising
2,749 ILUs and 1,011 aged care beds.

The acquisition is part of IAL’s strategy of pursuing accelerated growth
opportunities in healthy ageing precincts and the business will continue
to look for further growth opportunities.

Remedy Healthcare

Remedy Healthcare increased revenue by 44.2 percent to $41.0 million,
driven predominantly by Allied Health Services (2020: $28.4 million).
More than 410,000 episodes of care were delivered across 14 treatment
programs, and over 34,000 hours of allied services were delivered to
NSW HCP clients of Australian Unity.

Despite the ongoing challenges presented by the pandemic during the
year under review, Remedy Healthcare delivered more than 6,900
‘hospital substitution’ programs, which was an increase of 53.1 percent
on the prior corresponding period.

The year in review saw the first full year of operation of the Ramsay
Connect joint venture with Ramsay Healthcare. Despite establishing
Ramsay Connect during the pandemic in March 2020, the joint venture
earned revenue for the year in excess of $5.0 million and enrolled more
than 2,200 patients into community care hospital substitution and
rehabilitation programs.
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Dental

Australian Unity continued to operate six dental clinics during the year
under review. The clinics are located at two Melbourne CBD locations,
Hughesdale, Moonee Ponds, Rowville and Box Hill.

The dental industry was significantly impacted by government
restrictions associated with COVID-19, which saw patient visits decline
by 8.3 percent from 44,915 in the prior year to 41,187 during the year
under review.

Development pipeline

The business continued to progress its development pipeline including
the redevelopment of the 120 bed Walmsley Residential Aged Care Facility
in Kilsyth, Victoria, and a vertically integrated residential aged care and
assisted living development in South Melbourne, Victoria, comprising

8/ aged care beds and 71 assisted living apartments, both of which are
programmed to be completed mid-late 2022.

Outlook

TAL continues to orientate the platform around the needs of its customers
and the key stakeholders in its customers’ health and wellbeing—families,
primary carers, communities and government agencies.

HCS expects to continue its strong results through continued growth in
HCPs, increased service hours per customer, safety management and
ongoing cost savings initiatives as well as growth in its frontline
workforce to meet ongoing increases in customer demand. The continued
lengthy closure of international borders will negatively impact the
opportunity to secure workforce in critical areas of the business.

The COVID-19 pandemic is expected to continue to present significant
ongoing challenges and disruption throughout the next financial year.
Notwithstanding, the business is well positioned and has proven its
ability to continue to deliver essential services to its customers and keep
them safe.

Retail

The Retail platform brings together Australian Unity’s private health
insurance, banking and general insurance businesses. Focusing on the
needs of members, customers and broader community value, the Retail
business seeks to provide packages and solutions that contribute to
solving affordability challenges and meeting the contemporary needs
of Australians.

Financial performance — Retail

Full year to Full year to

30 June 2021 30 June 2020
Smillion Smillion Variance
Total segment revenue $704.6 $709.5 (0.7%)
Operating expenses $622.8 $648.3 3.9%
Adjusted EBITDA $81.8 $61.2 33.6%

Despite the significant challenges and disruption presented by the
COVID-19 pandemic, the Retail platform delivered a strong financial result
with adjusted EBITDA of $81.8 million—33.6 percent higher than the prior
year.

Revenue was lower than the prior corresponding period, driven by a
decrease in the average number of health insurance policyholders, lower
bank interest income due to lower interest rates and the impact of
COVID-19 hardship measures introduced to support members, including
postponement of the April 2020 premium increase to October 2020.

The Group also delivered its lowest premium rate increase in 20 years in
the health insurance business of 1.99 percent, which was 0.75 percentage
points lower than the reported sector average increase.

21



Directors' report

Operating and financial review continued

Total operating expenses were $622.8 million—S$25.5 million or

3.9 percent lower than the prior year. This decrease reflected a

$24.3 million decrease in health insurance claims net of risk equalisation,
a $3.1 million decrease in the banking Expected Credit Loss provision on
loans and a $1.9 million increase in other operating expenses across the
Retail platform.

Estimation of the level of catch-up and deferral of procedures and
benefits due to the pandemic required significant actuarial judgement,
including the impact of differing restrictions imposed by Victorian and
non-Victorian state governments on elective surgery and ancillary
services, which resulted in the deferred claims liability increasing from
$37.6 million at 30 June 2020 to $51.3 million at 30 June 2021.

Australian Unity Health Limited (private health insurance)

Health insurance offers Australians a vital level of choice and certainty in
managing their health as their needs change over time. Australian Unity’s
policyholders are insured against a range of costs that, depending on the
cover held, includes hospital accommodation, theatre fees, prostheses and
more, with extras cover extending to treatments such as dental, optical
and physiotherapy.

The number of private health insurance (PHI) policyholders increased by
1.7 percent over the year to 174,827 at 30 June 2021. PHI policy sales were
up 35.8 percent and attrition down 21.1 percent compared to the prior year.
Overseas visitor cover was impacted by border closures, with policyholders
decreasing 33.6 percent over the year to 3,088 at 30 June 2021.

During December 2020, the Minister for Health approved Australian Unity
Health Limited’s (AUHL) 2021 Premium Round submission with an average
increase of 1.99 percent. This was below the announced sector average of
2.74 percent, the sixth lowest of all 35 health funds, and the lowest
average AUHL increase in 20 years.

In recognition of the impact of the pandemic on the Australian
community, COVID-19 hardship measures for Australian Unity
policyholders were extended through to 31 December 2020. This included
the six-month deferral of the 2020 premium increase, extending policy
suspensions, premium relief for those on government Job Keeper and

Job Seeker payments, covering COVID-19 admissions regardless of product
type and recognition of telehealth consultations as a feature of extras
claiming—now a permanent feature for Australian Unity members.

As at 30 June 2021, approximately $18 million of COVID-19 support
measures have been provided to Australian Unity members. In line with
claims savings due to the impact of the pandemic, further premium relief
of approximately $6 million will be delivered in the 2022 financial year.

Australian Unity Bank Limited

As at 30 June 2021, Australian Unity Bank had approximately 26,000
customers, with its total assets growing by $16.9 million to

$1,150.8 million (2020: $1,133.9 million) during the year under review.
The Expected Credit Loss provision on loans was $13.3 million

(30 June 2020: $16.4 million).

Strong lending growth in the prior year enabled the banking business
to offset the impact of lower interest rates on banking revenue.

The banking business’s average loan book of $915.9 million was

$67.7 million, or 8.0 percent, above the previous year.

Australian Unity Bank continued to focus on delivering quality products
and services, with an emphasis on digital delivery. Despite significant
challenges and disruption presented by the pandemic, the Gross Loan
Portfolio decreased only marginally by $9.6 million to $918.7 million
(2020: $928.1 million).
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During the year, Australian Unity Bank implemented the Kookaburra
Securitisation Program - a self-securitisation structure acting as a
contingent liquidity support capability for the bank with 94 percent
of notes rated as ‘AAA’ and providing further access to the RBA’s Term
Funding Facility.

Australian Unity Bank Limited’s Issuer Credit Rating by Standard &
Poor’s remained stable at ‘BBB+’ during the reporting period.

Outlook

The outlook for the Retail platform is cautiously positive, notwithstanding
the known impacts and ongoing uncertainties flowing from COVID-19 on
healthcare and the economy. It is anticipated that health insurance claims
deferred voluntarily or due to effects of restrictions on healthcare services
during the pandemic will catch up, with the nature of claims potentially
also changing. A number of federal government initiatives in private
health insurance have recently been proposed, with a view that over time
these will improve affordability and participation. Australian Unity’s
health insurance business is well placed to leverage reforms and continue
to build upon the growth achieved in the 2021 financial year.

Likewise, Australian Unity Bank is well positioned to progress its
‘banking that’s good for you’ strategy—a program of work that identifies
the benefits to the customer beyond the product itself. The securitisation
program introduced in the year under review is intended to allow the
bank to pursue its strategic growth agenda and continue to grow at above
sector rates.

The Retail platform has established a solid foundation for the delivery of
customer growth and member value. With national issues such as trust
and affordability concerning the community, there are several
opportunities arising from the health insurance and banking adjacencies.
The extension of the banking business’s funding sources through
securitisation expansion of its distribution footprint and strengthened
general insurance offering together with an improved health insurance
customer value proposition are all key elements to Retail’s business
development strategy. This includes packages of banking and insurance
products; innovative solutions to tackling health and housing
affordability; and customer-centred digital platforms that assist the
coordination of essential financial and health insurance related services.

Wealth & Capital Markets (W&CM)

The W&CM platform comprises the investments, property, life & super,
advice and trustee services business units.

The strategic purpose of the W&CM platform is to lead Australian Unity’s
efforts in helping Australians achieve and sustain their financial
wellbeing, by delivering accessible investment, capital and infrastructure
solutions that meet community needs.

W&CM’s expertise in property, across established assets such as
healthcare and aged care and increasingly through capabilities in
childcare, purpose-built student accommodation and specialist disability
accommodation, combined with its ability to raise funds from a wide
array of sources within debt and equity markets, means it is well placed
to take a meaningful role in addressing Australia’s social infrastructure
challenge.

The platform has investment expertise in cash, fixed interest securities,
listed property securities and Australian shares, along with market-
leading products in investment bonds, funeral bonds and education
savings plans, that provide access to contemporary, responsible,
sustainable investment and savings options for all Australians.

In addition, the business works with advisers and industry partners

to provide professional advice and trustee services that, together,

seek to provide the right services at the right time in the right way

to support the financial and overall wellbeing of our customers.



Financial performance — Wealth & Capital Markets

Full year to Full year to

30 June 2021 30 June 2020
$million Smillion Variance
Total segment revenue $221.1 $170.5 29.7%
Operating expenses $193.8 31377 (40.8%)
Adjusted EBITDA $27.3 $32.8 (16.8%)

The W&CM platform manages investments, property assets and
developments (and associated debt facilities), and provides advice and
trustee services. At a platform level, the aggregate value of assets under
management and administration (AUMA), excluding cross-investments
(investments by Australian Unity funds in other funds managed or
operated by Australian Unity or our associates), was $27.89 billion as at
30 June 2021 (2020: $22.94 billion). The platform recorded a 29.7 percent
increase in total segment revenue compared to the previous year,
reflecting the ongoing impact of the global pandemic in suppressing
growth across most business lines, offset by a positive performance in
the Property business.

Investments

The Investments business, including its boutique funds management
partners, is responsible for the stewardship of $10.46 billion in funds
under management and advice (FUMA) as at 30 June 2021 on behalf of its
customers (2020: $8.22 billion). The business experienced positive net
flows from retail, middle and institutional markets and strong
investment performance across key product areas during the year.

During the year, the Future of Healthcare Fund was launched with the
aim of delivering long term capital growth by investing to support the
future healthcare needs of Australians, well-aligned to the Group’s
Community & Social Value framework.

Support for the Green Bond Fund also continued to grow in its first full
year, with funds under management reaching $178.0 million as at

30 June 2021. Managed by Altius Asset Management, the Investments
business’ cash and fixed interest team, the Green Bond Fund is the first
of its kind and invests in green, sustainable and social bonds with a
primary aim of targeting investments that will contribute to lower
carbon emissions.

Australian Unity’s joint venture partners’ achievements include Acorn
Capital’s significant growth in funds under management to $470.0 million
(2020: $251.4 million), its launch of the NextGen Resources Fund and
growth of the Micro Opportunities Fund. Platypus Asset Management’s
funds under management and advice grew to $5.27 billion (2020: $3.74 billion)
over the year, benefitting from continued support from retail and
institutional flows as well as strong investment performance.

The platform’s strong governance arrangements and investment
capabilities were furthered, in particular, through the appointment of

a standalone Chief Investment Officer (separate to the role of the Chief
Executive Officer, W&CM), building capability around Environmental,
Social and Governance (ESG) and sustainable investment and recognition
of our products through inclusion in key model portfolios.

The Investments team also manages the Group’s $937.0 million
investment portfolio (2020: $811.7 million), including its capital stable
and highly liquid insurance reserves. In the year to 30 June 2021, the
portfolio’s weighted average investment return was 1.8 percent, reflecting
resilient performance across a diverse array of investment activities.
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Property

The Property business delivered a strong result, with assets under
management increasing to $4.10 billion as at 30 June 2021

(2020: $3.52 billion). Its multi-year development pipeline stood at

$1.25 billion (2020: $1.29 billion), with lending and debt facilities on
behalf of investors (through property funds and its commercial lending
activities) of $1.57 billion (2020: $1.37 billion).

The landmark $1.1 billion Herston Quarter health precinct in Brisbane
continued to progress, with the Healthcare Property Trust (HPT)
achieving a major milestone of practical completion and commercial
acceptance of the Surgical, Treatment and Rehabilitation Service (STARS)
public hospital in November 2020. Significant progress was also made on
the wider precinct works, including the public realm assets adjacent to
STARS and the restoration of the key heritage buildings and surrounds.

HPT increased its assets under management to $2.64 billion as at
30 June 2021 (2020: $2.20 billion) and posted a total return of 28.1 percent
(wholesale units) for the year to 30 June 2021.

In February 2021, a NorthWest/GIC consortium commenced a process to
seek to acquire all the units in HPT, resulting in four unsolicited offers
being made between March to June 2021 and ultimately, NorthWest/GIC
convening a member meeting to consider and vote on resolutions
proposed by NorthWest/GIC which, if approved by members, would result
in NorthWest/GIC’s acquisition of 100 percent of the units on issue in HPT.
Australian Unity Funds Management Limited (AUFM), as responsible
entity for HPT, recommended that each offer be rejected on the basis they
materially undervalued the fund’s portfolio of assets. During this period,
HPT also raised $320.0 million in equity to fund its development pipeline,
including a rights issue to investors and a placement to Dexus and
Australian Unity. Australian Unity also announced a Premium Cash

Offer to provide liquidity for investors seeking an exit from the fund.

In mid-July 2021, following a hearing in the Supreme Court of New South
Wales to determine certain matters about which AUFM had sought judicial
advice, NorthWest formed the view there was insufficient unitholder
support for its proposal to be successful and withdrew the proposal and
cancelled the meeting of HPT members.

The Group’s presence in social infrastructure continued to grow

and broaden. The Specialist Disability Accommodation Fund settled

31 dwellings and has a further eight parcels of land expected to be
developed, with a combined value of completed and dwellings committed
or under construction totalling $118.1 million. A Childcare Property Fund
has also been established, with an initial capital raise planned for early
in the 2022 financial year.

The Diversified Property Fund (DPF) had a very strong year, delivering
investors a total return of 19.6 percent for the year to 30 June 2021.

This was the culmination of the acquisition of a property in Osborne,
South Australia (leased to Australian Naval Infrastructure), acquisition
of the Williamtown Aerospace Centre in Newcastle, NSW and divestment
of the Richlands, Queensland asset for approximately 37 percent above
book value.

Total equity flows for the Select Income Fund (SIF) exceeded $100 million
in the year to 30 June 2021—the first time this has occurred since the fund
was acquired by Australian Unity in the midst of the global financial
crisis. Over the year, 276 new dwellings were delivered, with the total
value of the lending portfolio sitting at $293.9 million as at 30 June 2021
(2020: $254.7 million).

The Property business continued to work closely with the Group’s

IAL platform during the year, with construction commencing on new
co-located residential aged care facilities in South Melbourne and Kilsyth,
Victoria. Refer to the IAL section of this report for further information on
these development activities.
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Operating and financial review continued

Life & Super

The Life & Super business continued as Australia’s largest investment,
education and funeral bonds provider, with $2.51 billion in funds under
management and administration as at 30 June 2021 (2020: $2.27 billion).

During the year to 30 June 2021, sales across Life & Super products reached
$207.4 million (2020: $217.5 million) — a significant outcome given the
prolonged low interest rate environment and the challenging economic
conditions presented by the COVID-19 pandemic.

Support for Life & Super’s products increased, particularly in the
independent financial adviser network, and the business continued to
work with various industry superannuation funds to broaden access to
its products through this large and growing network.

The business maintained its growth in the direct-to-consumer market,
with the 10Invest Investment Bond (10Invest) helping more than 3,200
Australians invest in their long-term future since its launch. Following
the success of 10Invest, Life & Super launched the co-branded Platinum
Investment Bond with Platinum Asset Management in March 2021.
Initial support for this product has been positive.

Australian Unity also retained its leading position in the pre-paid funeral
market via its specialised business, Funeral Plan Management, with
funeral funds under management of $714.2 million (2020: $736.2 million)
across more than 90,000 clients.

Advice

The growth aspirations of the Advice business continued to experience
significant impacts from the pandemic, with limited and interrupted
opportunities to meet with prospective and new clients in a face-to-face
settings.

During the period, 44 new advisers joined Australian Unity, with the
overall number of advisers decreasing slightly to 171 as at 30 June 2021
(2020: 176). The business continues to focus on ensuring the right quality
and cultural fit of its adviser cohort, particularly in light of ongoing
regulatory changes and consumer expectations. Funds under advice
grew over the year in review to $9.36 billion as at 30 June 2021

(2020: $7.14 billion), and personal life insurance premiums in-force
increased to $74.6 million (2020: $69.0 million). Revenue increased

8.4 percent to $65.4 million for the full year (2020: $60.4 million).

In addition, separately managed investment accounts (SMA) constructed
and managed by the Advice business grew in funds under management
to $716.5 million as at 30 June 2021 (2020: $391.8 million).

Trustees

The growth of the Trustees business was particularly impacted by a
slow-down in the operation of courts, tribunals and referral partners

as a result of the pandemic and a lowering of death rates nationally,
which reduced demand for estate administration services. However,

an established pipeline of estates, trusts and protected persons
opportunities enabled continued inflows of new clients and associated
revenue and there was a notable uplift in this pipeline in the second half
of the year, as face-to-face business development activities and referral
partner operations regained momentum.

Funds under management grew by 6.5 percent in the year to 30 June 2021.
In addition, the Trustees business continued to increase the size of its will
bank nationally, with a healthy percentage of executor, trustee and
enduring power of attorney appointments in estate plans written,
enhancing its latent value.
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Outlook

The W&CM platform continues to seek to deliver differentiated products
and services designed to support and improve the financial wellbeing
and economic empowerment of customers, addressing a critical
community need.

The platform offers a broad yet customer-focused range of services,
and a material and growing presence in the funding, development and
management of Australia’s social infrastructure. The period ahead should
continue to provide opportunities for the platform to offer customers
valuable investment opportunities, and to deliver increased community
and social value. The expansion of funding to the childcare property
sector is an example of the value that Australian Unity can bring to
supporting Australian families. In addition, opportunities are being
actively pursued to further the Group’s ambitions in becoming a
significant force in health and wellbeing precincts, building on the
experience at Herston Quarter.

The W&CM platform is well positioned to benefit from the collective
impact of the rising need for better-planned wealth accumulation, the
challenges and opportunities presented by Australia’s ageing population,
the changing regulatory landscape and increasing community
expectations in these areas.

Matters subsequent to the end of the financial year

Greengate acquisition

On 7 July 2021, the Group acquired the aged care and retirement living
owner-operator Greengate Partnership Pty Ltd (Greengate) for

$95 million. The acquisition includes three recently-built and fully
operational vertical co-located retirement village and residential aged
care precincts (two in Sydney and one in Brisbane) as well as a prime
development site in Brisbane that has approval for a vertical retirement
village and residential aged care precinct. The three operational sites have
added 253 independent living units and 225 residential aged care beds to
the Group’s Independent and Assisted Living portfolio. The acquisition is
part of the Group’s strategy of pursuing accelerated growth opportunities
in healthy ageing precincts. It has added presence in favourable
geographic locations and increased economic scale.

The financial statements of Greengate for the year ended 30 June 2021 are
currently in the process of completion and audit. Cash flows in relation to
the business acquisition consist of payments for the acquisition price of
$95,000,000 and costs directly related to the acquisition of $1,325,000, less
cash acquired of $29,145,000. The acquisition-related costs were expensed
in the 2020 and 2021 financial years, amounting to $965,000 and $360,000
respectively. Except for the respective acquisition-related costs and a
deposit of $4.75 million for the acquisition, the financial effect of the
Greengate acquisition has not been brought to account in the financial
statements for the 2021 financial year. This will be recognised in
subsequent financial reports.

Premium relief to private health insurance policyholders

On 6 September 2021, the board of Australian Unity Health Limited
approved additional COVID-19 support for private health insurance (PHI)
policyholders through premium relief. In line with claims savings due to
the impact of the COVID-19 pandemic, further premium relief of
approximately $6 million will be delivered in the 2022 financial year.

MCI dividend

On 7 September 2021, the board has determined an interim fully franked
dividend of $2.5068 per Australian Unity Mutual Capital Instrument (MCI)
to be paid on 15 October 2021.



The financial effects of the above board resolutions in relation to PHI
premium relief and the MCI dividend have not been brought to account in
the financial statements for the year ended 30 June 2021 and will be
recognised in subsequent financial reports.

The board is not aware of any other matter or circumstance arising since
30 June 2021 which has significantly affected or may significantly affect
the financial status or results of the Group and which has not been
separately disclosed in this report.

Likely developments and expected results
of operations

The board is not aware of any developments which may affect the Group’s
operations and expected results of operations which can be disclosed
without prejudicing unreasonably their likelihood of success or violating
commercial confidences.

Many of the businesses in the Group operate in areas which are subject to
substantial government regulation and/or participation. Australian Unity
competes at times in areas where free market forces are not always the
sole determinant of outcomes.

The Group is subject to a wide variety of markets, particularly financial
markets and property markets. Note 22 contains an explanation of the
Group’s approach to market risk management.

Environmental regulation

No significant environmental regulations apply to the Parent entity.
The property operations within both the Independent & Assisted Living
services business and investment syndicates and trusts for which a
controlled entity acts as Responsible Entity or Manager are, however,
subject to environmental regulations under Australian law. There have
been no known reportable breaches of these regulations.
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Key business risks

Australian Unity recognises that sound management of the Group’s risks
within an effective risk management framework and an established risk
culture underpins the success of the business.

The directors of the Company are responsible for setting and monitoring
the Group’s risk management framework which represents the totality

of systems, structures, policies, processes and people that identify, assess,
mitigate and monitor internal and external sources of risk that could have
a material impact on the Group’s operations. The directors are also
responsible for setting the risk appetite within which management

is expected to operate and for determining the Group’s risk

management strategy, which defines the Group’s key risk areas and

how they are managed.

In order to discharge these obligations, the directors receive support from
the Risk & Compliance Committee (R&CC), a committee of the Company’s
board of directors. The R&CC supports the board to fulfil its
responsibilities relating to risk management and compliance by advising
on the Group’s overall risk appetite and risk management strategy in line
with its determined risk profile.

Australian Unity supports a culture of risk management by regularly
reviewing its risk registers, creating clear accountabilities for control
improvements, encouraging open reporting on incidents from all staff
and implementing a ‘three lines of defence’ model throughout the Group.

The Group’s risk management framework and associated risk culture are
continually reviewed, both internally and externally, to improve and
evolve its coverage, relevance and efficiency. This includes ongoing
reviews of our existing risks, scanning the horizon for new and emerging
risks and seeking to improve the way in which our risks are managed.

Climate risk is an example of an emerging risk we track and monitor.

We perform regular analysis on our level of climate risk and have assessed
it as not currently material for the Group overall, but likely to continue to
increase over time. We are committed to performing regular and ongoing
analysis, including scenario modelling, to understand, quantify and
mitigate its impacts over multiple time horizons.

The Group’s current key material risks and how they are managed are summarised below.

(i) Strategic risks

The risk that strategic planning, strategic decision making or execution impacts meeting strategic objectives.

Risk Risk Description

Managing the Risk

Over reliance on certain
businesses or funding
sources

A significant portion of our revenue and cash flow is from private
health insurance or businesses supported by government funding,
such as aged care or in home care services. Adverse changes to
the business conditions in the private health insurance industry,
aged care or in home care services, including changes to
government policy, laws, regulations, regulatory expectations,
economic activity and the demand for our products and services
could impact the Group's financial performance.

We manage this risk by seeking opportunities to grow businesses
within our portfolio that diversify our revenue and cash flow.

We participate in private health sector advocacy for policies that
sustain the sector. We actively manage costs against revenue
expectations.

Strategic and operational
disruption due to the
COVID-19 pandemic

We face a variety of risks as a result of the COVID-19 pandemic,
ranging from significantly changed economic conditions which
could impact the value of our property portfolio and investment
income, to a potential reduction in demand for, and profitability of,
our products and services. There are also heightened health and
safety risks to our employees and customers, particularly in our
Independent & Assisted Living businesses.

We manage the impacts of the pandemic with regular and
in-depth analysis of the risks and opportunities posed by the
crisis. This includes ongoing board and management monitoring
and realignment of our strategic objectives; close and continual
management of revenues and costs; and scenario modelling to
proactively plan for potential changes to the strategic and
operating landscape. We seek to ensure the health and safety of
our employees and customers by taking all recommended
precautions and strictly adhering to the latest medical advice.

Failure of strategic and/or
business decisions or
external events

We consider and implement a range of initiatives to meet our
strategic ambitions. Failure of strategic and/or business decisions
or the impact of external events may have an adverse impact on
the operating and financial performance of the Group.

We manage this risk by actively considering the risks and rewards
associated with implementing an initiative before it is implemented.
Execution of strategy is closely monitored by our board, committees,
executives and senior management. We also regularly monitor
external events, such as legislative and regulatory amendments,
that may have an impact on our strategic and/or business decisions.
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Key business risks continued

(if)

Operational risks

Risk of loss from inadequate or failed internal controls, sub-standard processes, the poor performance of people, service providers who do not perform
in line with contracts/service standards, or business continuity threats.

Risk

Risk Description

Managing the Risk

Inability to respond to change

We operate in markets where customer product demands are rapidly
changing and preferences have been shifting to digital channels.

If we are not successful in adapting our products and services

to meet changing customer preferences, we may lose customers

to our competition which would adversely impact our financial
performance.

We manage this risk by regularly assessing the external environment
and allocating business investment to understand our customers’
preferences and develop our digital capability.

Increased competition and
poor and inconsistent member
or customer experience may
result in loss of customers

We operate in a competitive environment and it is becoming easier
for customers to move to our competitors. If we are unable to deliver
effective and efficient services or compete effectively in our various
businesses and markets by ensuring a strong and consistent offer
to our members and customers, we may lose market share to

our competitors.

We manage this risk by maintaining and enhancing our customer
and member value proposition and experience, including activating
new channels and incorporating effective feedback loops.

Customer mistreatment
or injury

We provide high trust services such as health and aged care
services in the community and operate in highly regulated
industries. An event such as customer mistreatment or injury could
resultin sanctions from relevant regulators, reduced government
funding, reputational damage and remediation costs.

We manage this risk by designing and maintaining ethically safe,
high quality products and services for all of our customers and
communities. We have frameworks, policies and procedures in place
to prevent, monitor and manage the risk of harm.

Private Health Insurance
viability risks

There are inherent risks associated with operating a private health
insurance business, such as rising medical costs, adverse selection,
having an application for a change in premium rates rejected and
mispricing premiums or under-estimating claims.

The government encourages participation by the public in private
health insurance through a number of incentives. Adverse changes
to the level of these incentives would likely lead to a reduction

in membership.

The value proposition of Australian Unity's private health insurance
business depends on the agreements it enters into with private
hospitals and other relevant healthcare providers. Failure to have
satisfactory agreements in place may impact the attractiveness of
private health insurance products offered and may adversely affect
our operating and financial performance.

We manage these risks by constructively lobbying for policies and
reforms regarding the rise of medical costs; investing in our Remedy
Healthcare business that seeks to provide various health services
outside of a hospital environment; and closely monitoring product
design and distribution to ensure that prices remain sustainable.

Investment in property and
social infrastructure

A part of the Group's strategy is to invest in the development of
social infrastructure. Property developments have a number of
inherent risks including planning and development approvals,
increases in development costs, non-performance of contractors
or sub-contractors, project and construction delays, occupational
health and safety issues and any change in the market conditions.

We manage these risks by conducting a detailed site analysis for
prospective development sites; conducting due diligence for
property developments which includes a competitor and amenity
analysis; conducting a competitive process when appointing
contractors; working with specialist teams to engage contractors;
and managing projects and engaging regularly with contractors to
ensure that projects are being delivered in accordance with the
required specifications and timetables, in a manner that minimises
health and safety issues.

Errors arising from the failure
of internal controls

We operate in a complex financial and regulatory environment and
maintain a diverse range of products and services. There is a risk
that our internal controls may be inadequate or not operate as
intended, exposing us to errors and financial loss.

We manage this risk by regularly training our employees and by
fostering a strong risk culture, underpinned by a robust and
comprehensive risk and compliance framework. The risk
management framework requires the regular internal and external
assessment of our control environment.

Conduct risks

(iii)

Risk of loss from poor, unethical or illegal behaviour/conduct or the failure to report or take action, as appropriate, when such behaviour is detected.

Risk Risk Description Managing the Risk
Inappropriate or illegal Conduct risk could arise from the sale of our products or provision of We manage this risk by having a Code of Conduct that guides all
behaviour services that do not meet the needs of our customers through poor  employees; having a Whistleblower Policy to support and protect

sales practices or failing to provide the product or service as agreed.

employees to raise concerns; monitoring and analysing customer
complaints and operational incidents; and establishing compliance
monitoring and consequence management frameworks and
ongoing employee training programs.
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Information and system risks
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Risk that technology does not enable appropriately or that confidential/sensitive information (including member/customer information) is lost/stolen.

Risk

Risk Description

Managing the Risk

Inappropriate detection and
prevention of cyber security
threats

All of our business units are reliant on traditional and emerging
technologies to deliver our products and services. Cyber security
risk is on the rise due to increasing dependence on technology and
the growing frequency, sophistication and severity of attacks. If the
systems we have to detect and prevent cyber attacks fail, we could
experience unauthorised access or loss of confidential information
or business disruption as a result of system unavailability.

We manage this risk by monitoring the external environment for
cyber threats and having frameworks, policies, procedures and
technology solutions in place to reduce, monitor, detect and respond
to cyber threats.

Systems are not fit
for purpose

The usability and reliability of our systems is an important element
of how our workforce perform their day to day activities and the level
of service provided to our members and customers. If our systems
fail to operate reliably and as needed, there is a risk that this may
adversely affect our members or customers resulting in
inefficiencies, errors and potential reputational damage.

We manage this risk by considering our current and future
technology needs and maintaining and testing our systems for
service continuity and recoverability. The Group has invested in its
payroll and data analytic systems to continue to manage this risk.

(v)  Financial risks

Risk that capital and liquidity is inappropriately managed, debt covenants are breached, regulatory capital and liquidity requirements are breached,
financial performance and cash flow is inadequate or poorly managed, or that financial results are not appropriately accounted for or disclosed.

Risk

Risk Description

Managing the Risk

Lack of capital

Australian Unity is a mutual entity limited by shares and guarantee.
We have no ordinary shares on offer and are unable to issue ordinary
shares to raise new capital other than following Non Shareholder
Member approval in accordance with the Demutualisation
provisions in the Constitution. We rely on external debt markets for

a portion of our funding and can raise equity via the issuance of
Mutual Capital Instruments. A change in the economic environment
could result in reduced access to capital, difficulty in raising equity
or increased costs of funding. This could negatively affect our
capital position and our ability to fund business initiatives.

We manage this risk by Group Treasury closely monitoring funding
of available plans, incorporating appropriate capital buffer settings
to manage losses and cash flow constraints. We maintain
ongoing access to capital through external debt markets and have
policies and plans in place to monitor and review our capital and
liquidity position.

Liquidity demands

There is a risk that liquidity and funding plans fail to operate
effectively, or there may be factors outside Australian Unity's
control which could adversely affect these plans.

Australian Unity Group's investments may not be readily converted
to cash, or that levels of liquidity may not be sufficient to respond
to a specific demand. In particular, an event that leads to the refund
of a large proportion of refundable accommodation deposits
across the Australian Unity Group's aged care facilities may

place significant demands on Australian Unity's liquidity and
funding position.

We manage this risk via liquidity and funding plans which are
designed to ensure that the Group's entities are able to meet their
debts and other obligations as and when they fall due.

Investments may not yield
returns as expected

Investments in new business ventures, projects or other investment
vehicles may generate inherently uncertain returns and may not
achieve the expected return on capital due to the performance of
the underlying businesses, their operational and financial
circumstances, profits, earnings and cash flows and general
economic impacts, market conditions and government policy risks.

We manage this risk by due diligence and thorough analysis of
investment cases. This involves a consideration of a range of factors
including financial viability, strategic alignment and member and
community interests.

Increases in operational costs
and capital investment
requirements

We may be exposed to increases in operational costs, capital
investment requirements, changes to funding models and increased
regulation, particularly in the social infrastructure and disability
service sectors.

We manage this risk via ongoing budgeting and forecasting to
maintain control of costs and investment. We engage in active
leadership and lobbying in respect of regulatory impacts to funding
models within the sectors we operate.

Occupancy levels in residential
aged care

There is no guarantee that occupancy levels at aged care facilities
will follow historical occupancy trends at the Group's aged care
facilities. In addition, a downturn in the residential property market
may affect the ability of potential incoming residents to sell their
home at the cost required to pay the 'Refundable Accommodation
Deposit' required to enter a facility. These circumstances could
adversely impact the Group's financial performance.

We manage this risk by a strong customer-orientated focus through
our Better Together® model and ongoing investment in our care
services and physical infrastructure. We also offer a continuum of
care whereby our aged care facilities are co-located with retirement
communities whose residents provide a level of demand for our
aged care facilities.
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Key business risks continued
(vi) Creditrisks

Risk of loss from inappropriate lending or failure of counterparties.

Risk Risk Description Managing the Risk
Credit defaults We provide lending to counterparties in our retail bank, primarily in We manage this risk by having lending policies and procedures,
relation to residential home loans. We also hold securities and approval delegations, reporting and monitoring in place.

deposits with a number of other institutions. If Australian economic ~ We also maintain provisions and capital reserves.
conditions were to worsen, a proportion of our customers and

counterparties could experience financial stress, resulting in

higher levels of default across the lending portfolio.

(vii) People risks

Risk of changes to key personnel, inability to attract and retain quality employees, inadequate succession planning, poor employee engagement and
workplace injuries.

Risk Risk Description Managing the Risk

Workplace hazards and risks We have a large workforce across the Group that could be exposed We proactively promote a safe and inclusive workplace with the aim
that could lead to a workplace  torisks or hazards, which might lead to a workplace injury orillness.  to prevent harm and manage workplace safety and employee

injury or iliness Given the variability of our workforce, business activities, locations, ~ wellbeing through supporting frameworks, policies, procedures
conditions and types of care delivered, key risks and hazards include  and tools. We have plans, instructions, supervision, training and
manual tasks, ergonomics, slips, trips, falls, driving, mental health awareness. We work towards eliminating hazards, managing and
and occupational violence. investigating incidents and fostering sustainable return to work

outcomes for any ill or injured employee.

Inability to attract and retain We are reliant on our valued employees and the skills and experience ~ We manage the employee retention risk by providing a strong

a skilled and experienced they possess to effectively service our members and customers. corporate culture and employee value proposition. We offer a

workforce If we can't access appropriately skilled people or effectively retain supportive and fulfilling work environment and we listen and
our current employees, we may experience workforce constraints respond to employee experience and feedback. We have programs
that adversely impact our business and financial performance. and initiatives in place to support talent acquisition and retention,

including employee wellbeing and safety, reward and recognition,
performance management, learning and development and
competitive remuneration.

(viii) Regulatory and legal risks

Risk of loss from legal, regulatory or contractual breaches/issues.

Risk Risk Description Managing the Risk
Increased regulatory We operate a wide range of business activities which are subjectto ~ We manage this risk by proactively monitoring changes to laws,
complexity and scrutiny different laws and regulatory requirements. As reqgulatory standards  regulations and regulatory guidance, participating in industry forums

and expectations are constantly changing, increased regulationand  and bodies and considering the impact of potential regulatory
supervision could adversely affect our business activities. This could change on our business operations.

require changes to our business model, products or services and

incurrence of significant costs to implement change and the

potential for fines and reputational damage if the regulatory changes

are not managed appropriately.
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Information on directors

PETER PROMNITZ, BSc (Hons), AIAA, FAICD

Mr Promnitz was appointed Chair of the board of Australian Unity
Limited on 30 March 2016. He has been a Director since 1 January 2013
and was appointed Deputy Chair on 28 July 2015. He is Chair of NULIS
Nominees (Australia) Limited, Warakirri Asset Management Limited,
Warakirri Holdings Pty Ltd and Flinders Investment Partners Limited.
Mr Promnitz was previously Chair of ASX listed company SFG Australia
Limited and a director of Warakirri Dairies Pty Ltd. Mr Promnitz is a
qualified actuary. He was formerly Region Head for Mercer in Asia Pacific,
a member of the global Mercer Executive Committee and Chair of Marsh
& McLennan Companies Inc. in Australia, roles he retired from in
December 2012. Prior to these senior executive roles his business
experience includes a diverse career in financial services in Australia
and New Zealand. He has led investment, superannuation, actuarial

and human resource consulting businesses in both executive and
non-executive capacities with a personal focus on clients, diversity

and governance.

ROHAN MEAD, Group Managing Director & CEO

Mr Mead was appointed Group Managing Director of Australian Unity
Limited on 1 July 2004. As Group Managing Director, he is a member of
subsidiary boards and most committees. Mr Mead is chairman of the
Business Council of Australia’s Healthy Australia task force and a member
of its Indigenous Engagement task force. He is also a director of Platypus
Asset Management Pty Ltd, Private Healthcare Australia Limited, the
Business Council of Co-Operatives and Mutuals Limited (BCCM) and

the Centre for Independent Studies. Prior to joining Australian Unity,

Mr Mead was employed by Perpetual Trustees Australia Limited
(1996-2003) in a range of senior roles.

LISA CHUNG AM, LLB, FIML, FAICD

Ms Chung was appointed to the board of Australian Unity Limited on

30 June 2017. She is a director of a number of Australian Unity Limited
subsidiaries, Chair of the People, Culture & Remuneration Committee and
a member of the Audit Committee, Investment Committee and Risk &
Compliance Committee. Ms Chung is currently Chair of The Front Project,
a director of AVJennings Limited, Warren and Mahoney Limited and
Artspace/Visual Arts Centre Limited and a Trustee of the Art Gallery of
NSW Foundation. Prior to this, Ms Chung was a partner specialising in
commercial property and infrastructure at Maddocks Lawyers and at
Blake Dawson (now Ashurst) where she also held various senior
management roles and was an elected member of the firm’s board.

Ms Chung completed the Advanced Management Program at INSEAD

in France in 2004. She was previously the chairman of The Benevolent
Society and Urbis and a nonexecutive director of APN Outdoor Limited.
Ms Chung has not held any directorships of listed entities in addition

to those set out above during the last three years.
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MELINDA CILENTO, BA, BEc (Hons), MEc, GAICD

Ms Cilento was appointed to the board of Australian Unity Limited on

1 May 2014. She is a director of a number of Australian Unity Limited
subsidiaries, Chair of the Investment Committee and a member of the
People, Culture & Remuneration Committee and the Risk & Compliance
Committee. She is also Co-Chair of Reconciliation Australia and until

1 May 2019 was a director of Woodside Petroleum. In addition to her
directorships, Ms Cilento is the Chief Executive Officer of the Committee
for Economic Development of Australia and a member of Chief Executive
Women. She has previously been a Commissioner with the Productivity
Commission, worked for eight years with Australia’s leading CEOs at the
Business Council of Australia, including four years as Deputy Chief
Executive. Prior to joining the Business Council of Australia, Ms Cilento
was Head of Economics at Invesco Australia. Ms Cilento has also worked
with the Federal Treasury and International Monetary Fund in
Washington DC. She was a director of Wesfarmers General Insurance
until June 2014. Ms Cilento has not held any directorships of listed
entities in addition to those set out above during the last three years.

PAUL KIRK, BEc, ACA, RITA, MAICD
Mr Kirk was appointed to the board of Australian Unity Limited on

1 February 2016. He is a director of a number of Australian Unity Limited
subsidiaries, Chair of the Audit Committee and a member of the People,
Culture & Remuneration Committee. Mr Kirk is currently Managing
Director and Founder of Collins Pitt Associates and is a director of the

St Kilda Football Club. He is a member of the Investment Advisory
Committee of Monash University. Mr Kirk was previously a director of the
Melbourne Festival, Worksafe Victoria, Transport Accident Commission
and the Victorian Registration and Qualifications Authority. Prior to this,
Mr Kirk held a number of senior positions both overseas and in Australia
with the major accountancy firm, PricewaterhouseCoopers, specialising
in the area of corporate advice, turnaround and restructuring, profit
improvement, M&A, strategic advice, risk and governance, forensic
accounting and insolvency management. Following this, Mr Kirk worked
for two years as a Special Advisor for Lazard Australia. He has not held
any directorships of listed entities in addition to those set out above
during the last three years.

SU McCLUSKEY, BCom, FCPA, MAICD

Ms McCluskey was appointed to the board of Australian Unity Limited
on 1 September 2015. She is a director of a number of Australian Unity
Limited subsidiaries, Chair of the Risk & Compliance Committee and a
member of the Audit Committee, the Investment Committee and the
People, Culture & Remuneration Committee. Ms McCluskey is also a
director of The Foundation for Young Australians, the Australasian Pork
Research Institute, the NSW Rice Marketing Board and Energy
Renaissance. Ms McCluskey is a Commissioner for the Australian
Commission for International Agricultural Research and a member of the
Australian Live Exporters’ Council Conduct Committee. She was a member
of the Charities Review, the Harper Review of Competition Policy, the
Regional Telecommunications Review and a Commissioner for the
National COVID-19 Commission Advisory Board. Ms McCluskey was
previously the Chief Executive Officer of the Regional Australia Institute
and the Executive Director of the Office of Best Practice Regulation.

She has held senior positions with the Business Council of Australia,

the National Farmers’ Federation and the Australian Taxation Office.

She is also a beef cattle farmer.
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JULIEN PLAYOUST, BSc (Arch), BArch (Hons), MBA, FAICD

Mr Playoust was appointed to the board of Australian Unity Limited on
1 February 2020. He has more than 25 years’ experience as a director in
public and private companies, including ASX-100, SME and for-purpose
organisations. He is passionate about sustainable business models for
economic and social good and the arts, and is a proponent of design
thinking, diversity and cross-disciplinary skills. Mr Playoust has worked
across multiple sectors, including property, professional and financial
services, media, agriculture, consumer discretionary, energy, technology
and the arts - focusing on business transformation, mergers and
acquisitions, capital funding and portfolio management. He is currently
Managing Director of AEH Group; Deputy Chairman of the Art Gallery
of NSW Foundation and Chairman of the Financial Committee; Member
of the Advisory Board and Chairman of the Investment Committee of
The Nature Conservancy; and member of the Alumni Leaders Group of
the UNSW Business School. Past appointments include: Non-Executive
Director of ASX-listed Tatts Group Limited, MCM Entertainment Group
Limited and Australian Renewable Fuels Limited; Director of TimeOut
Group Australia and Ventura Health; and Member of the UNSW Art &
Advisory Board and the National Gallery of Australia Foundation Board.
He has worked with AMP, NAB and Accenture. Mr Playoust is a Fellow
of the Australian Institute of Company Directors. He holds a Master of
Business Administration (AGSM) from UNSW, Bachelor of Architecture
(First Class Honours) and Bachelor of Science from Sydney University,
and Company Director Course Diploma from the Australian Institute

of Company Directors.

GREGORY WILLCOCK, BCom, FCPA, FAICD, FFin

Mr Willcock was appointed to the board of Australian Unity Limited on
1 March 2012. He is a director of a number of Australian Unity Limited
subsidiaries and a member of the Risk & Compliance Committee and the
Audit Committee. Mr Willcock is also a director of Australian Unity
Investments Real Estate Limited which is the responsible entity for the
listed Australian Unity Office Fund. Mr Willcock has over 33 years’
experience in banking and financial services in Australia, United States
of America and the United Kingdom including seven years in general
management roles at National Australia Bank in the areas of risk
management, strategy and change management. Mr Willcock was
previously a director of the Customer Owned Banking Association (COBA)
and was a director and chairman of Big Sky Credit Union.

Meetings of directors

Company secretaries

MELINDA HONIG, BEc, LLB, GAICD, Group Executive, Governance

Ms Honig joined Australian Unity in February 2016. In her role as Group
Executive, Governance, Ms Honig is responsible for managing the Group’s
Legal, Compliance, Risk, and Secretariat function. She is also secretary for
all Group subsidiary boards. Prior to joining Australian Unity, Ms Honig
worked for GE for 15 years, five of those years with GE Capital in the role
of General Counsel, overseeing the provision of legal services to GE
Capital’s commercial finance, consumer finance and insurance businesses
in Australia and New Zealand. Ms Honig brings to Australian Unity her
executive experience in legal, compliance and company secretary
functions and has worked abroad as Counsel for GE Indonesia in
operations which included transportation, energy and GE Capital.

Prior to joining GE, Ms Honig was at KPMG for five years and undertook
her legal training in Tax at KPMG.

CATHERINE VISENTIN, GIA (Affiliated), Assistant Company Secretary

Ms Visentin joined Australian Unity in 1988. She was appointed Assistant
Company Secretary of various Australian Unity Limited Group companies
in 2004. She has over 20 years of involvement with the Australian Unity
Limited Company Secretarial function.

The number of meetings of the Company’s board of directors and of each board committee held during the year ended 30 June 2021, and the number

of meetings attended by each director were:

Audit Risk & Compliance Investment People, Culture &

Board Committee Committee Committee Remuneration Committee

A B A B A B A B A B
Peter Promnitz 26 26 5] 5 6 6 3 4 4 4
Rohan Mead 26 26 5] B) 6 6 4 4 4 4
Lisa Chung 24 26 5 5 6 6 4 4 4 4
Melinda Cilento 25 26 - - 6 6 4 4 4 4
Paul Kirk 26 26 5] 5 = = = = 4 4
Su McCluskey 26 26 5 5 6 6 4 4 4 4
Julien Playoust 26 26 5] 5 6 6 = = = =
Gregory Willcock 26 26 5] 5 6 6 - - - -

A = Number of meetings attended

B = Number of meetings held during the time the director held office or was a member of the committee during the year. Leave of absence had been granted in all cases where the directors were unable to attend meetings.
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Remuneration report

Details of the Group’s remuneration policy in respect of the directors and
other key management personnel are included in the Remuneration report
on pages 33 to 40. Details of the remuneration paid to directors and other
key management personnel are also detailed in the Remuneration report.
The Remuneration report is incorporated in and forms part of this
Directors’ report.

Directors’ interests and benefits

Since the end of the previous financial year and to the date of signing this
report, no director of the Company has received or become entitled to
receive any benefit (other than a benefit included in the aggregate amount
of emoluments received or due and receivable by directors or related party
transactions shown in the Group’s financial statements) by reason of a
contract made by the Company with the director or with a firm of which
the director is a member, or with a company in which the director has a
substantial interest, except as specified in the Key management personnel
disclosures in note 32.

Insurance and indemnification of directors
and officers

During the financial year, the Group paid a premium for a contract
insuring the directors, company secretaries and executive officers of the
Group to the extent permitted by the Corporations Act 2001. In accordance
with common commercial practice, the insurance policy prohibits
disclosure of the nature of the liabilities covered and the amount of

the premium.

In accordance with the constitution of the Company and under a separate
deed, the directors and officers are indemnified to the extent permitted
by law against any liability incurred by them in connection with the
proper discharge of their duties, other than for conduct involving a lack
of good faith.

Parent entity

Australian Unity Limited is a company limited by shares and guarantee,
however, no shares have been issued. The liability under the guarantee
of the members in a winding up is limited to $1 per member while being
a current member and within one year afterwards.

Provision of non-audit services by the auditor

The Company may decide to employ the auditor on assignments
additional to their statutory audit duties where the auditor’s
expertise and experience with the Group are important.

Details of the amounts paid or payable to the auditor,
PricewaterhouseCoopers, for audit and non-audit services provided
during the year are set out below.

The board of directors has considered the position and, in accordance
with advice received from the Audit & Compliance Committee, is satisfied
that the provision of the non-audit services is compatible with, and did
not compromise, the general standard of auditor independence imposed
by the Corporations Act 2001 for the following reasons:

- all non-audit services have been reviewed by the Audit & Compliance
Committee to ensure they do not impact the impartiality and
objectivity of the auditor; and

- none of the services undermine the general principles relating to
auditor independence as set out in APES 110 Code of Ethics for
Professional Accountants.
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During the year the following fees were paid or payable for non-audit
services provided by the auditor of the Parent entity, its related practices
and non-related audit firms:

2021 2020
$ $

PricewaterhouseCoopers Australia
Audit of regulatory returns 372,571 393,379
Tax compliance services 18,948 168,597
Tax consulting services 96,375 50,000
Other services 330,555 224,690
Total remuneration for non-audit services 818,449 836,666

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 on page 32.

Rounding of amounts

The Company is of a kind referred to in ASIC Corporations (Rounding in
Financial/Directors’ Reports) Instrument 2016/191, issued by the Australian
Securities and Investments Commission. Unless otherwise stated,
amounts in the Directors’ report and Financial statements have been
rounded off in accordance with that Corporations Instrument to the
nearest thousand dollars, or in certain cases, to the nearest dollar.

This report is made in accordance with a resolution of directors.

Peter Promnitz
Chair

Rohan Mead
Group Managing Director & CEO

Melbourne
7 September 2021

31



32

Auditor's Independence Declaration

Auditor’s Independence Declaration
1
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Auditor’s Independence Declaration

As lead auditor for the audit of Australian Unity Limited for the year ended 30 June 2021, I 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.

This declaration is in respect of Australian Unity Limited and the entities it controlled during the
period.
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Andrew Cronin
Partner
PricewaterhouseCoopers

Melbourne
7 September 2021

. PricewaterhouseCoopers, ABN 52 780 433 757
2 Riverside Quay, SOUTHBANK VIC 3006, GPO Box 1331, MELBOURNE VIC 3001
T: 61 38603 1000, F: 61 3 8603 1999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.


http://www.pwc.com.au

Remuneration report
1

This Remuneration report relates to the Company’s performance
for the year ending 30 June 2021 including all incentives payable
in respect of that performance. The report is structured as follows:

- Key Management Personnel (KMP)

- Remuneration Policy

- The Remuneration Framework and Link to Performance
- Senior Executive Compensation

- Non-executive Director remuneration

- Remuneration tables

- Use of Remuneration Consultants

Dear Member

On behalf of the board, I am pleased to present Australian Unity’s
Remuneration report for the year ended 30 June 2021.

Australian Unity is a large and diverse company operating in many
different sectors, including health, aged and disability care; wealth,
banking and investments; and independent and assisted living.
Each of our business areas is tightly regulated and facing significant
change, challenges and competition. We are fortunate to have high
quality people working in and managing each of our businesses.
This is critical to the ongoing success of Australian Unity and its
ability to deliver high quality products and services.

Financial year 2021 (FY21) was a year that continued to challenge our
operations as we navigated the ongoing uncertainty, disruption and
impacts of the COVID-19 global pandemic. We observed extraordinary
efforts right across our business to protect the safety and wellbeing
of our customers, members and employees.

Despite the turbulent external environment, we continued to advance
our business strategies, maintaining strong underlying business
performance, developing new ways of working including digital and
remote working capabilities, and strengthening our balance sheet
resilience. Our people have demonstrated tremendous personal resilience
and teamwork and have cared for each other and for our customers and
members admirably during these difficult times.

Last year, the board elected not to award variable compensation
to employees to safeguard Australian Unity’s long-term financial
soundness and in view of the continued uncertainty caused by the
COVID-19 pandemic. Fees for Non-executive Directors were also
reduced by 10% for the period 1 July 2020 to 31 December 2020,
and, other than in relation to new appointments, senior executive
compensation arrangements remained unchanged.

Australian Unity Annual Report 2021

This Remuneration report sets out the remuneration information
for Australian Unity Limited and the entities it controls
(Australian Unity or Group) for the year ending 30 June 2021.

It has been prepared and audited as required by the
Corporations Act 2001 (the Act). The report covers all

Key Management Personnel of the Group.

Having regard to the significant improvement in our profit after tax
performance this year and, when considering the tremendous efforts
of our people over the past 12-18 months, the board has decided to
acknowledge those efforts and the resulting outcomes by awarding
variable compensation for FY21. This is in accordance with the principles
set out in our established compensation framework, recognising both
financial and non-financial outcomes and acknowledging

the continued proactive management of strategic and operational risks.
This decision signals the value we place on the contributions of our
people and acknowledges the important role they collectively played

in confronting the many and considerable challenges over the period.

Looking to FY22 and beyond

In an era of a dynamic and constantly changing employment market,
we will continue to review and refine Australian Unity’s compensation
frameworks, including long-term variable compensation structures,

to ensure we remain competitive. The successful launch of the mutual
capital instrument (MCI) introduces a new potential opportunity

to align the long-term value creation of the group with compensation
settings for senior executives. These settings remain critical to our ability
to attract and retain the very best people to steward the performance of
the Group and realise our ambition to be Australia’s most trusted
wellbeing organisation.

I offer my sincere thanks to all our people for their untiring efforts
and ongoing commitment over the past year.

Yours faithfully

0

Lisa Chung
Chair - People, Culture & Remuneration Committee
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Remuneration report

Key Management Personnel (KMP)

This Remuneration report outlines the compensation arrangements in
place and outcomes achieved for Australian Unity’s KMP during 2021.

Australian Unity’s KMP are those people who have responsibility for
planning, directing and controlling the activities of Australian Unity
Limited and the Group, either collectively (in the case of the board)

or as individuals acting under delegated authorities (in the case of the
Group Managing Director and certain Group Executives).

The names and positions of the individuals who were KMP during 2021
are set out in Table 1.

References to ‘senior executive’ in this report means the Group Managing
Director and all executives who report to the Group Managing Director.
All KMP, other than non-executive directors, are also senior executives.

Table 2 - Five year Performance

Table 1 - KMP
Non-executive Director Position
Peter Promnitz Chair

Greg Willcock
Julien Playoust
Lisa Chung
Melinda Cilento
Paul Kirk

Su McCluskey

Non-executive Director
Non-executive Director
Non-executive Director
Non-executive Director
Non-executive Director

Non-executive Director

Current Key Management Personnel
Rohan Mead

Kevin McCoy

Esther Kerr-Smith!

Christine Yates?

Darren Mann?®

Position

Group Managing Director & CEO
CEO Independent & Assisted Living
CEO Wealth & Capital Markets

CEO Retail

Group Executive - Finance & Strategy

Key Management Personnel who
ceased employment during 2021

David Bryant*
Matt Walsh®

Amanda Hagan®

Position

CEO Wealth & Capital Markets
CEO Retail

Group Executive - Customer, Digital
& Technology

1 Esther Kerr-Smith commenced in the position of CEO Wealth & Capital Markets 13 July 2020.
Prior to being appointed to this position Esther Kerr-Smith held the position of Group Executive -

Finance & Strategy.
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The table below outlines Australian Unity’s performance over the last five years against key metrics.

Members’ funds (Sm)*

Profit after income tax (Sm)

Chris Yates commenced employment in the position of CEO Retail 17 August 2020,

Darren Mann commenced in the position of Group Executive - Finance & Strategy 13 July 2020.
David Bryant resigned from employment at Australian Unity Limited 3 July 2020.

Matt Walsh resigned from employment at Australian Unity Limited 31 July 2020.

Amanda Hagan resigned from employment at Australian Unity Limited 27 November 2020.

Revenues (Sb)™

$2.05 billion

$866.5 million $32.9 million
n
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2017 2018 2019 2020 2021

2017 2018 2019 2020 2021

2.05
1.88 1.89
1.76
1.65
2017 2018 2019 2020 2021

> FY2018includes the sale of the Group's corporate health insurance business, Grand United Corporate Health Limited (GUCH), affecting the comparative results for FY2017.
T Revenues: comprise revenue and other income receipts (shown as the bottom section of the bar chart) as shown in the Consolidated statement of comprehensive income in the Annual Report, excluding discontinued
operations, plus life insurance contract premium receipts (shown as the top section of the bar chart). The latter receipts are recorded as movements in benefit fund policy liabilities in the balance sheet and not through

the Consolidated statement of comprehensive income.
1  Members' funds: net assets of the Group attributable to members.
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