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CHAIRMAN’S
REPORT

For the year ended 30 June 2018

This year has been quite a formative one for your Company. The
profitability has returned to its growth phase after dealing with certain
changes in regulatory requirements over the past few periods. These
structural changes have enabled us to diversify our revenue streams
through the introduction of new products such as MACC and the
enhanced GLA product which further connect us to our customers.

We still face headwinds in acceptance of our existence from the major
banks as evidenced by their forthright refusal to offer banking facilities
to our listed parent company. While no formal comment has been made
to us regarding the withdrawal of banking support, it does appear that
their view is one of them being a superior provider of financial services
such that they do not want to be associated with us. | believe the major
banks refer to this as “reputational risk” to them.

However, our customers have bank accounts with these major

banks and, by depositing their money with them, are in fact lending

to them. Whilst our customers lend to the major banks, the banks

will not provide credit to them which is where we come in. To some
degree, our business is enhanced due to the nearsightedness of their
business models. We provide the cash needs for our customers with
such provision of credit overseen and administered by the regulatory
authorities. We have invested heavily in our risk and compliance
departments over the past twelve months to ensure the consistent and
compliant application of lending practices to our customers.

We are proud of how we have developed our business model to meet
the needs of our customers and the feedback we receive from them

is strongly appreciative of being there for them. Many times, they hear
“no” and we are the one place that treats them with dignity and respect
consistently. In this regard, we are grateful to the major banks for
determining our customers are not worthy of their service.

| mentioned previously that we apparently represent a reputational risk
to the major banks as we deal with customers they prefer not to deal
with. My past letters, in previous reports, have talked around many of
the issues that | perceived existed within the quadropoly environment of
the big four. The Royal Commission has exposed some of the failings
that exist within the operation of these institutions, and the wider
financial services environment, such that one wonders whether it is our
customers taking reputational risk dealing with these banks.

Relying upon an algorithm to approve loans was something we did
for some years and the regulator pointed out to us that this was
something that could not be relied upon and due enquiry and process
should be followed. We changed our process accordingly and yet the
major banks continued to utilise the same process despite the fact
that the regulators had taken a position on loan approval processes. It
may appear that nonchalance has led the major banks to believe that
their approach to all facets of their business has been first class and
impeccable. However, given the amount of money invested in risk and
compliance departments it is interesting to surmise what exactly they
have been overseeing.

We have been through some tough times ourselves and are now in a
much better position. When the operational issues came to the fore
with us, you could hear the major banks saying, “I told you so” and
shaking their heads. The headlines that have been daily news reading
for the past six months have shaken the financial services industry to its
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core. The concerning parts really are around the consistent misleading
practices undertaken by these same institutions that deem your
Company to be a risk to deal with. Charging fees on dead customers,
originating loans via cash rebates or bonuses, and the list goes on are
not something the industry should be proud of. Placing profit before the
customer had become the norm in the industry and we will now start to
see some rational behaviour return. The incentive schemes will change
but it is reasonable to proffer a view that the profit growth of these
companies will also slow. We have already seen a reaction from major
banks in the reduction of interest only loans, a “tightening” of credit in
loan approvals, revised broker compensation, a reduction/removal of
sales incentive programs, and this is only the start. What will take some
time to change is the fundamental culture that has arisen around a sales
and profit environment to one where the customer is central to the long-
term value of the Company.

The governance environment that currently exists is one where

the paperwork received at Board level is so voluminous that it is
overwhelming. Yet despite the increasing governance oversight,

few of the issues identified by the Commission appear to have made

it into the Board environment from management. It would appear

that the operational environment within which many companies operate
has become removed from close scrutiny and the form over substance
governance approach seems to have become widely accepted

as appropriate.

At Cash Converters, we have quite a complex environment that has

a mix of serving our customers via corporate store ownership and

a franchised network structure. When operated as intended, the

mix of these two channels works very well, however, your Board

is aware that due enquiry can only ensure that the customer is not
being inconvenienced. We are also reviewing the store and executive
compensation metrics to ensure that a balanced focus that strengthens
our culture around our customers and supports our employees in
meeting the needs of our customers continues to evolve and improve.

The four key principles that have been foremost in my past letters seem
appropriate to remind us of just how important we are to our customers:

1. We respect our customers and without us, they have to borrow
from friends and families, or worse, from the lower skilled parties in
the shadow finance industry;

2. We are transparent on pricing which is governed by a high degree
of regulatory oversight and imposed legislative conditions. The
Commission has highlighted the weakness in large financial
services firms in relation to transparency of pricing of products
and services;

3. Continued investment in data and technology will continue to
enhance and improve our credit underwriting processes;

4.  The demand for credit from our customers will not disappear.
Discussion continues about how to restrict lending to this
customer segment without informed positioning. The need for
credit from our customers often relates to the criticality of a
medical emergency, a car repair that must be done to enable them
to work, a family emergency, a large utility bill and the list goes on.
Lending responsibly and respectfully is the focus of the Company.



We finished the year with a couple of personnel changes to the
Company, the departure of our CEO Mr Mark Reid and the Chair
of the Remuneration Committee, Ms Ellie Comerford. Mark took
the reigns of the Company at a time that required a rebuild of the
governance infrastructure and refocusing of the strategy of the
Company. We have been able to achieve these objectives as well
as strengthen the balance sheet.

Ellie has worked tirelessly for your Company in structuring a
remuneration environment that aligns to the interests of both customers
and shareholders. This has been a very complex process to follow and
we are now in a position that has set the Company on the path that
ensures that the appropriate governance processes are in place and
the strategy of the Company is consistent with sound market-based
remuneration principles.

We all wish Mark and Ellie the best in their future endeavours and thank
them for their commitment to the Company.

In conclusion, the success of the Company could not be achieved
without the great staff we have, coupled with the support of our
customers. To them, we say thank you and to you, the
shareholders, we continue to be gratified by your support

which we take very seriously.

Sincerely,

Stuart Grimshaw
Chairman
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HIGHLIGHTS

For the year ended 30 June 2018

QOutsourcing of all collections
activity to Collections House
(ASX:CLH) as of 30 June 2018
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Net Profit After Tax
of $22.5m, up 9.1%

ASIC Enforceable Undertaking
(EU) successfully closed out
February 2018

GLA maiden
profit delivered.
Revenue up 30.7%

United Kingdom operating as a master The Company has a 25% equity investment
franchise. UK operations contributed in New Zealand. EBITDA increased to $846k
$3.221m of EBITDA to the group up from $314k in the prior year
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Insights e« Customers «People

Cash Converters voice of customer program,
GEM was launched to the store network in
August 2017. The vision of the program is
to put our customers and our people first.
By listening and responding to feedback we
will create positive experiences and put the
customer at the heart of everything we do.
GEM aims to provide insight that inspires
change and create a culture where our
day-to-day purpose is always connected

to the customer experience.
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“The introduction of GEM has given the Store Managers
the ability to review and action insights provided to them
from their customers. Managers can surprise and delight
their existing customers loyal to our business.”

-
¢ 4GS
Net Promoter

Score 57.4 70%
(At 30 June 2018) Promoters

uihe
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83,208 Overall
survey responses experience = 9.0
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OPERATING AND
FINANCIAL REVIEW

For the year ended 30 June 2018

Cash Converters International Limited (the Company) and entities
controlled by the Company and its subsidiaries (the Group) is a
diverse group generating revenues from franchising, store operations,
personal finance and vehicle finance, supported by a corporate head
office in Perth, Western Australia. The Company operates in Australia
and the United Kingdom and also has an equity interest of 25% in
Cash Converters New Zealand. There is a franchise presence in a
further 15 countries around the world.

Financial Performance

The Company reports a full year net profit after tax of $22.503 million
compared to a prior year profit after tax of $20.618 million, an increase
of 9.1%. Whilst revenue was down from $271.241 million in 2017

to $260.345 million for the current financial year, this aligned with
expectations as the changes introduced to the lending operations in the
prior year took full effect, with the reduction in lending volumes during
the prior year leaving a much lower opening balance in personal loan
receivables and cash advance loans outstanding in stores. The Green
Light Auto business offset some of the decline in other revenue, as the
continued growth of the vehicle finance book saw its revenue increase
by 30.7% on the prior year. The full year result reflects a stronger

than anticipated second half of the year, delivered in a difficult industry
environment. The second half net profit after tax increased by 40% on
the first half of the year, reflecting growth in the Green Light Auto (GLA)
vehicle finance division and continued revenue momentum from the
Medium Amount Credit Contract (MACC) loan book within the personal
finance division.

Franchise operations
Store operations
Personal finance

Vehicle financing

FULL YEAR NET PROFIT
AFTER TAX OF $22.5M

1%

Despite the decrease in revenue, the business saw EBITDA for the
group increase to $49.776 million, up 8.9% from $45.725 million in FY
2017. In addressing the revenue challenge, the business focussed

on operational efficiencies, performance improvements and a greater
attention to cost management to ensure an overall increase in business
profitability. The changes to the credit assessing process and the
ensuing reduction in the loan book also saw a reduction in the rate of
bad debt expense for the year, with net bad debt for personal finance
down from 18.4% of principal advanced to 15.2%. With the successful
closure of the Enforceable Undertaking entered into with ASIC in

FY 2017, the additional overheads incurred in the prior year were not
repeated and, together with a reduced legal spend, saw the head office
EBITDA loss reduce by 11.8%.

A summary of consolidated revenues and results by significant segment
is set out below:

Segment revenues Segment EBITDA results

Totals before head office costs

Head office

Totals after head office costs

Depreciation, amortisation and impairment
Finance costs

Profit before income tax

Income tax expense

Profit / (loss) for the year
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2018 2017 2018 2017
$°000 $’000 $’000 $°000
19,606 20,199 12,404 10,490
118,540 124,222 15,787 17,549
109,490 117,191 46,677 49,472
11,969 9,161 2,574 (408)
259,605 270,773 77,442 77,103
740 468 (27,666) (31,378)
260,345 271,241 49,776 45,725
(7,683) (8,123)
(10,822) (9,404)
31,271 28,198
(8,768) (7,580)
22,503 20,618




Significant events

A significant milestone in the current year was the closure of the
Enforceable Undertaking that was entered into in November 2016. With
the approval of ASIC, an independent expert was appointed to conduct
a thorough review of the Company’s current responsible lending
practices and its obligations under its Australian Credit License. The
review did not identify any deficiencies nor result in any recommended
actions for the Company to achieve compliance. It did recommend
several best practice enhancements which the Company implemented
fully. ASIC confirmed that no further work is required by the Company
under the Enforceable Undertaking. As part of the Enforceable
Undertaking, the Company paid ASIC infringement penalties (provided
for in the FY 2016 financials) and during the current year completed the
successful remediation of eligible customers.

The Company also closed out other legacy matters with ASIC

in relation to its historic collections practices, through an agreed
community benefit payment of $650,000. Through the agreement,
Cash Converters further enhanced its collections activity with the
migration of the store-based Cash Advance collections and Green Light
Auto (GLA) collections activity to Collection House (ASX: CLH).

During the year the business reviewed its funding arrangements, and
two key strategic outcomes were achieved. Firstly, the business
executed an amendment to its securitisation facility. The amendment
saw the overall facility limit increase from $100 million to $150 million,
with the availability of utilising the additional funding through the
activation of two tranches of $25 million over the following 18 months.
In addition to the increased limit, the eligibility criteria of the receivables
funded under the facility was extended to include the Medium Amount
Credit Contract (MACC) loans, which are larger loans of between
$2,000 and $5,000 and the vehicle loans financed by GLA. With the
amendment taking effect in December 2017, the facility term was also
reset for a further 3 years with an option to extend for a further 2 years.
This revised facility gives the business the capability to fund the growing
MACC and GLA loan books in addition to historic Small Amount Credit
Contract (SACC) loans, which was the extent of the facility’s eligibility at
inception.

The second strategic decision looked to address the upcoming maturity
of the $60 million bond held through FIIG securities, due to be repaid in
September 2018. Whilst options were available to refinance the bond,
the terms offered were not as favourable as the existing facility and it
was therefore agreed by the Board that the business look to the equity
market to raise capital to repay the bond. The Company announced a
fully underwritten non-renounceable entitlement offer on 30 May 2018 to
raise $39.5 million. The offer closed on 18 June 2018 and 123,288,356
new fully paid ordinary shares in Cash Converters were issued under the
entitlement offer, at an issue price of $0.32 per share.

EBITDA from continuing operations

Normalisation adjustments:

Restructure costs

Release of share-based payments accrual for lapsed LTls
Compliance provision and associated expenses

Class action legal fees

EBITDA normalised

The entitlement offer was well supported by eligible shareholders.
Eligible shareholders (excluding EZCORP, Inc. (‘EZCORP’)) applied for:

e approximately $12.8 million worth of New Shares (representing
approximately 48% take-up); and

e afurther approximately $0.75 million of additional New Shares
under the oversubscription facility (up to a maximum of 50% of
their entitlement).

The Company’s major shareholder, EZCORP, took up its full pro rata
entitlement of approximately 31.75% of the New Shares, representing
approximately $12.5 million, and applied for a further approximately
$5.9 million worth of New Shares through the Oversubscription Facility.

The approximately $7.4 million worth of New Shares that were not taken
up by eligible shareholders were allotted to sub-underwriters of the
Entitlement Offer pursuant to the underwriting agreement between the
Company and Hartleys Limited.

After allocation of issue costs, the net cash received of $37.966 million
will be used in conjunction with existing operating cash balances to
repay the FIIG bond upon its maturity date.

The reported financial performance includes transactions that the
Company categorises as outside its normal operating activity and has
listed these in the table below, to provide a ‘Normalised EBITDA’ that
more accurately reflects the underlying performance of the business.

EBITDA OF $49.8M

9%

2018 2017
$000 $000

49,776 45,725

- 1,740

(1,330) -

- 2,088

2,749 3,973

51,195 53,526
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OPERATING AND
FINANCIAL REVIEW

For the year ended 30 June 2018

For the prior year the compliance provision and associated costs of
$2.088 million relate to the additional costs associated with the call
centre deployed to manage the remediation program, the costs of
the independent expert and changes made to systems to meet the
reporting requirements of the EU.

The Class action legal fees of $2.749 million in the current year
(2017: $3.973 million) relate to the ongoing defence of the Queensland
Class actions.

In the current year, due to the business not meeting the vesting criteria
on the long-term incentive (LTI) plan for the options issued in FY 2016,
whose measurement period ended 30 June 2018, $1.330 million of
costs previously expensed in relation to the tranche of options linked
to normalised earnings per share growth (NEPSG) were credited

back to profit and loss. A further $764 thousand of costs associated
with the tranche of options linked to market linked total shareholder
return vesting condition, were credited directly to retained earnings in
accordance with the accounting treatment prescribed by AASB 2.

N PAWN LOAN BOOK OF $10.6M
n 3 /0
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19.4%

Franchise operations

Franchise operations encapsulate royalties and licence fees from

15 countries, franchised Cash Converters operations, as well as

Cash Converters UK Ltd (CCUK), a wholly owned subsidiary of the
Company, which operates as master franchisor to 196 (2017: 196) UK
franchisee operated stores. This segment also includes fees from 84
(2017: 83) franchisee owned stores in Australia.

The total number of franchised stores globally now stands at over
650, with 84 stores in Australia, 196 in the UK and 380 throughout the
rest of the world. The Company continues to look for opportunities to
expand its franchise network, both in Australia and internationally. The
performance of this segment remains steady with long-term franchise
agreements in place driving consistent year on year revenue.

EBITDA for the franchise operations for the year was $12.404 million, an
increase of $1.914 million (18.2%) over the prior year. CCUK reported
full year EBITDA of $3.221 million (2017: $1.746 million), which reflects
the 49 previously corporate owned stores that were sold to franchisees
at the end of FY 2016 but had their franchise fees waived for the first
year, now all paying full fees in FY 2018.

Australian franchise operations contributed $4.165 million of revenue
(2017: $4.074 million). The franchisee businesses continue to drive
strong earnings, although facing a challenging retail environment
causing a slight decline in retail revenue, the franchise network has
achieved an increase to their pawn broking loan books and interest
income during the year.

International franchise revenues of $643 thousand during the year were
$96 thousand lower than the prior year. In addition to the franchise

fee revenue, the Franchise segment also includes the New Zealand
operations, in which the Company holds a 25% equity interest. New
Zealand’s operation has continued its steady growth, particularly in its
lending business, to bring the equity investment contribution to EBITDA
of $846 thousand, up from $314 thousand in the prior year.



MACC LOAN BOOK OF $34.0M

154.6%

9 PERSONAL FINANCE LENDING
VOLUMES OF $180.9M
I~ s

22.4%

A
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Store operations

Store operations combines the performance of the 69 Company-
owned Cash Converters stores in Australia. Revenue from these stores
is derived from the retailing of new and second hand goods both
in-store and online, as well as interest from pawn broking loans and
cash advance short-term loans. Stores also receive commission from
successful personal loan applications processed in-store and referred
to the Company’s Personal Finance business. Store operations also
receive a share of income from successful online loan applications.

The stores in Australia face a continuing challenge across the network,
being impacted from both a tough retail environment in stores and

still adjusting to the changes to the unsecured lending business that
were rolled out in FY 2017. The stores contributed a segment EBITDA
of $15.787 million, a decrease of $1.762 million from the FY 2017
result. This decrease was largely driven by a 22.1% reduction in cash
advance lending, which saw revenue reduce by 27.0%, as the changes
introduced in April 2017 through the new Income and Expenditure
application process took full effect. This was partially offset by a 10.5%
increase in personal loan commissions.

Overall retail sales decreased by 2.5% during the year to $72.963
million. This decrease was felt specifically in store, as online sales
continued to improve, up 12.0% to $7.093 million. Online retail is now
contributing 9.7% of all retail sales, up from 8.5% in 2017.

Pawn broking lending remained flat for the year, with only a slight
improvement in revenue, up 1.1% on the prior year. At the end of
FY 2018 the Company launched a new marketing campaign, ‘Flip It’,
to reimagine pawn broking, the first campaign specifically aimed

at pawn broking in over 10 years. The benefits are expected to
materialise through the following year.
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OPERATING AND
FINANCIAL REVIEW

For the year ended 30 June 2018

GREEN LIGHT AUTO LOAN BOOK OF $42.1M

109.3%

Personal finance

The personal finance operations incorporate the trading results of
Mon-E Pty Ltd (Mon-E) and Cash Converters Personal Finance Pty Ltd
(CCPF). Mon-E is responsible for providing the software platform and
administration services for the Cash Converters network in Australia to
offer small cash advance loans to their customers (average loan size
of $426, 2017: $398) and refer personal loans from stores to CCPF
for assessing.

The cash advance principal loaned is financed by the corporate stores
and the individual franchisees for the cash advances provided by their
stores. Mon-E receives commission from the store network for each

cash advance processed through their systems as a percentage of fees

earned by the store and successfully collected.

CCPF provides unsecured loans originated through the franchise and
corporate store networks and directly from customers online. The
loans are underwritten, and the principal funded, by CCPF, which
pays a commission to the stores (both corporate and franchise) for the
generation of the lead and processing the application in-store. The
business offers two loan types referred to as SACC (Small Amount
Credit Contracts) and MACC (Medium Amount Credit Contracts).
SACC loans range from $400 to $2,000, for a duration between 4 and
12 months, with a default 9-month term. The average size SACC loan
is $1,149 (2017: $1,044). MACC loans range from $2,000 to $5,000,
and can be from 4 to 24 months’ duration, with a default term of 9

months. Average MACC loans for the year were $3,606 (2017: $3,693).

Segment EBITDA from this division for the year was $46.677 million
(2017: $49.472 million), down $2.795 million (5.6%) on last year.

As reported in the prior year, the personal finance business made
substantial changes to its operating model in FY 2017 that saw a
comprehensive review of its underwriting process and related risk
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appetite. Following this review, the business launched the larger MACC
loans and rolled out a new assessing platform to automate the analysis
of customer bank statements and application details to accurately

and efficiently assess income and expenditure as required under our
responsible lending obligations. Cash Converters does not determine a
decision based on any benchmarks when assessing a Personal Finance
loan applicant irrespective of loan amount size, instead analysing

actual bank statement transactions to determine an accurate position
of affordability. All loan approval decisions are manually determined in
respect of the Company'’s responsible lending obligations.

CORPORATE EXPENSES
DOWN REFLECTING
TIGHTER EXPENSE CONTROL

S
Bee

.8%




Whilst the introduction of the new Income and Expenditure platform
saw a decrease in SACC lending, with principal advanced down

5.1% on the prior year, the launch of the MACC loans in November
2016 more than compensated for this decline, with an increase in
MACC lending to $54.935 million in FY 2018, an increase of 265% on
the prior year. This, combined with SACC lending, produced an overall
increase in principal advanced of 22.4% to $180.851 million

for the year.

The combined loan book has increased during the year by 40.6% from
$81.355 million at June 2017 to $114.406 million. However, due to the
revenue recognition of the loans being spread over the life of the loans,
and starting from a lower opening balance with gradual growth through
the year, the overall revenue from personal finance is down 6.5% to
$104.607 million (2017: $111.849 million).

With the growth in MACC lending coming more from the store-based
applications (61.5% store-based advances), the overall weighting of the
channel between online and in-store has moved slightly towards stores.
However, it is notable that application volumes online have increased
but with the greater focus on quality loans, the approval rate for online
is significantly lower, resulting in fewer loans advanced. Across the
division, total loan applications are up 8.4% year on year. At 30 June
2018, 54.6% of the loan book outstanding relates to store-based
lending, up from 51.9% at 30 June 2017.

The business continues to work with Collection House as its collection
partner, utilising their industry expertise and technology to continually
improve the collection process whilst continuing to ensure the business
meets its regulatory obligations. With 2018’s focus on improving the
quality of the loan book and more rigorous assessing criteria, it is
pleasing to see that despite the reduced revenue, the impact on bad
debt has been positive, with gross SACC bad debts written off down
21.3% on the prior year. With the rapid growth of the MACC loan book,
there has been an absolute increase in the MACC bad debts, but when
combined with the overall movement in the lending for the year, net bad
debt expense (the net of bad debt expense, provision for doubtful debts
and bad debt recoveries) as a percentage of principal advanced has
reduced from 18.4% in FY 2017 to 15.2% in FY 2018.

INCREASED SECURITISATION FACILITY
TO $150M UNTIL 2020 WITH THE ABILITY
TO FUND GROWTH IN MACC AND GLA

$150m
)| —
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OPERATING AND
FINANCIAL REVIEW

For the year ended 30 June 2018

Vehicle financing

Green Light Auto Finance (GLA) is the Company’s vehicle financing
business, offering a range of secured automotive loans through a
network of brokers, car dealerships, Cash Converters stores and direct
to customer online. GLA's product offerings are loans from $5,000 to
$50,000 for a term up to 7 years. In the current year the average loan
value was $18,054 (2017: $18,322) with an average term of 54 months
(2017: 56 months). During the year the business expanded its offering
to include financing for private vehicle sales and for motorcycles.

Having launched the auto loan model in March 2016, the business
is pleased to report the loan book at 30 June 2018 has increased by
109.3% to $42.070 million over the year. This has led to an EBITDA
contribution of $2.574 million, up from a reported EBITDA loss in FY
2017 of $408 thousand, making FY 2018 GLA's first profitable year.
Total revenue from vehicle financing is up 30.7% to $11.969 million,
with loans advanced totalling $26.305 million.

During the year GLA successfully completed the migration of its

loan management platform to the core CCPF platform, which sets
the foundation for the scalability needed to continue the growth of
the vehicle finance business. In conjunction with this, the business
deployed its version of the Income and Expenditure process to
determine loan affordability in line with the GLA assessing criteria and
assisting with the risk-based pricing of the vehicle loan product.

The discontinued Carboodle lease business continues to naturally
wind down as leases come to an end. The total number of
outstanding leases at 30 June 2018 was 230 (2017: 435). These
remaining leases are scheduled to complete over the next 18 months,
and represent $1.472 million of receivables on the balance sheet
(2017: $3.700 million).

PERSONAL FINANCE NET
BAD DEBT DOWN TO
15.2% OF OUTGOINGS

15.2%

B
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FRANCHISE OPERATIONS
DELIVERED EBITDA OF $12.4M

18.2%

o

Corporate costs

Corporate costs consist of corporate related activities, such as IT,
Business Development, Finance, HR, Risk and Internal Audit, Legal,
Marketing, Board and leadership team. During the year, corporate
costs decreased by 10.8%, largely due to a $1.330 million credit for
lapsed LTI options where the share-based payment expense was
reversed, and a $1.224 million lower spend on legal fees associated
with the Queensland class action. The business also benefited from
increased interest income from bank deposits, which is allocated to
the Head Office segment EBITDA. Other costs remained relatively
consistent as the focus remains on investing in the long-term growth
of the business, whilst continuing to monitor costs and efficiencies
where possible.



Financial Position

2018 2017
$°000 $°000
Summarised Financial Position
Cash at bank 139,991 80,571
Loan receivables 151,724 101,970
Other receivables 28,261 31,051
Inventories 20,673 20,991
Other assets and intangibles 168,480 164,262
Total assets 509,129 398,845
Borrowings 158,347 107,237
Other liabilities 28,374 30,769
Total liabilities 186,721 138,006
Total equity 322,408 260,839
Operating cash flow (21,549) 43,534
Gearing (net debt/equity) 6.1% 10.2%
Basic earnings per share (cents) 4.55 cents 4.21 cents
Return on equity 7.0% 7.9%
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OPERATING AND
FINANCIAL REVIEW

For the year ended 30 June 2018

Receivables (trade and personal loans)

Outstanding loan receivables (personal loans and vehicle finance loans)
for the year have increased from $101.970 million to $151.724 million,
due largely to the significant increase in MACC and vehicle loans during
the year. Other trade receivables reflect the continued run-off of the
Carboodle leases and the scheduled repayment of the loans provided to
franchisees in the UK for the purchase of corporate stores in 2016.

Other assets and intangibles

The Company continues to invest in its digital transformation, with
$7.458 million of capitalised software development incurred during the
year (2017: $7.325 million). Following an increase in FY 2017, inventory
levels have steadied in FY 2018, with aged stock being a focus for store
operations.

Borrowing and gearing

As reported under significant events, the Company has successfully
secured an amendment to its securitisation facility with Fortress
Investment Group, increasing the facility limit to $150 million and
extending the eligibility to include the MACC and GLA loans.

At 30 June 2018 the facility was drawn to $99.500 million (2017:
$45.500 million), a net increase in borrowings of $54.0 million.

The FIIG Securities bond of $60 million has a maturity date of
19 September 2018, at which point the Company will repay the full
amount using available cash reserves.

With the increased cash on balance sheet following the additional draw
down from Fortress and the capital raise completed in June 2018, the
net debt position at 30 June 2018 is $19.509 million (2017: $26.666
million) and the gearing ratio has reduced to 6.1% at 30 June 2018
(2017: 10.2%).

Cash flows

With the substantial increase in MACC and GLA lending in the year,
which are typically longer-term loans, the operating cash flow has been
a net outflow of $21.549 million, quite different from the prior year
which saw overall loan book volumes reduce and hence an increase in
operating cash flow of $43.534 million.

The cash and cash equivalents reported of $139.991 million includes
the $37.966 million net proceeds from the non-renounceable
entitlement issue completed in June 2018. When deducting the
committed balance to repay the FIIG bond of $60 million and the
restricted cash held as security for the transactional banking facilities
together with cash held in trust for the securitisation facility, free cash
remains of $69.766 million, up from $59.988 million the previous year.
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Outlook

With FY 2017 being the year of transformation, FY 2018 was a
foundation year upon which the strategic growth of the business will

be built. Looking ahead, the opportunity to execute across all pillars

of the Company’s strategic plan is present. At its core, there is digital
transformation, with a new lending site deployed in 2018, and in the
year ahead the new e-commerce site will launch replacing the now
10-year-old ‘Webshop’, building on already record online retail volumes.
The Company’s customer engagement program will step up a gear and
see the implementation of text analytics of customer feedback to drive
new operational and product improvements. The appointment of a new
head of the store network, General Manager Corporate Distribution,
Ben Cox, will bring a wealth of knowledge from his successful

Cash Converters franchise in the UK, to bear on the Australian store
network, bringing renewed energy to the core functions of buy, sell

and pawn.

Technology will continue to play a key part in the ongoing expansion
of Green Light Auto’s vehicle financing operations, to ensure its
support operations can efficiently scale with its loan writing growth.
Similarly, CCPF’s personal finance offering will look to optimise the
customer experience with advancements made to system automation,
machine learning and enhanced payment processing. Strategically,
the Company will continue to broaden its product offering beyond
SACC which ends FY 2018 at less than 50% of the combined

loan book (down from 89% in FY 2016) to attract a new customer
demographic to the business, leveraging scale to control costs and
optimise marketing returns.

The business will also continue to pursue opportunities to expand

its store network in Australia and the UK as franchisees express the
desire to add to their store numbers. Development of the international
Cash Converters network is also a key strategic opportunity to continue
to explore in the year ahead.



ADDITIONAL SECURITYHOLDER
INFORMATION

As at 25 September 2018

1. Number of holders of equity securities

(a) Distribution of holders of equity securities

Holders Fully paid ordinary shares
Number Number
1to0 1,000 731 346,967
1,001 to 5,000 1,622 4,273,537
5,001 to 10,000 891 6,972,971
10,001 to 100,000 1,516 48,051,568
100,001 and over 248 556,792,903
4,908 616,437,946

(b) Voting rights

Each ordinary share is entitled to one vote when a poll is called, otherwise each member present at a meeting or by proxy has one vote on a show
of hands.

(c) Less than marketable parcel of shares

The number of shareholders holding less than a marketable parcel is 1,067, given a share price of $0.315 per share.

(d) Substantial shareholders
Ordinary shareholder Number of % of
shares issued
shares
EZCORP Inc 214,183,714 34.75
Adam Smith Asset Management 42,945,495 6.97

2. Twenty largest equity security holders

Ordinary shareholder Number of % of
shares issued
shares
1. EZCORP Inc 214,183,714 34.75
2. HSBC Custody Nominees (Australia) Limited 136,045,813 22.07
3. Citicorp Nominees Pty Limited 43,809,153 7.11
4. JP Morgan Nominees Australia Limited 33,382,195 5.42
5.  BNP Paribas Nominees Pty Ltd <Agency Lending DRP A/C> 20,361,692 3.30
6. BNP Paribas Noms Pty Ltd <DRP> 13,657,346 2.22
7. National Nominees Limited 10,900,154 1.77
8. Riolane Holdings Pty Ltd <Cumins Super Fund A/C> 6,795,226 1.10
9.  Mr Noel D’Souza + Mrs Christine D’Souza <Mandovi Super Fund A/C> 2,051,156 0.33
10. Investment Custodial Services Limited <990048401 A/C> 1,875,000 0.30
11. Mr Frederick Benjamin Warmbrand <FB & LJ Warmbrand Super A/C> 1,805,774 0.29
12. NCH Pty Ltd 1,680,333 0.27
13. Mrs Lilian Jeanette Warmbrand 1,504,825 0.24
14. Dorran Pty Ltd 1,500,000 0.24
15. Mr Craig Graeme Chapman <Nampac Discretionary A/C> 1,474,454 0.24
16. Neweconomy com au Nominees Pty Limited <900 Account> 1,467,200 0.24
17. Vadina Pty Limited <Jordan Super Fund A/C> 1,420,000 0.23
18. Ms Choi Chu Lee 1,250,000 0.20
19. Sporran Lean Pty Ltd <Sporran Lean S/F A/C> 1,199,999 0.19
20. Mr Kamil Umit Yesilyurt 1,187,500 0.19
497,551,534 80.71
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DIRECTORS’
REPORT

For the year ended 30 June 2018

The directors of Cash Converters International Limited submit the following report of the Company for the financial year ended 30 June 2018.
In order to comply with the provisions of the Corporations Act 2001, the directors report as follows:
Information about directors

The following persons held office as directors of the Company during the whole of the financial year and until the date of this report unless
otherwise stated:

Appointed director 1 November 2014
Appointed Chairman 10 September 2015

Mr Grimshaw joined the Board in 2014 and was appointed Non-Executive Chairman on

10 September 2015. Mr Grimshaw is currently the Chief Executive Officer of EZCORP Inc.

Prior to joining EZCORP in November 2014, Mr Grimshaw was the Managing Director and Chief
Executive Officer of Bank of Queensland Limited (BOQ).

During his tenure at BOQ he initiated fundamental changes to BOQ’s culture, operating model and
strategic direction and established a strong track record of execution. In addition, a strong capital and
provisioning strategy resulted in two credit rating upgrades to A-, and BOQ has been well supported

by the equity markets with two global equity offerings successfully raising close to $800 million. In
Mr Grimshaw’s time at the bank, BOQ attracted and developed exceptional talent across the top four

Mr Stuart Grimshaw
Non-Executive Chairman

management levels and a unique culture and brand that is now well recognised by the market.

During his 30-year career in financial services, Mr Grimshaw has held a wide variety of other roles
across many functions of banking and finance, including eight years at the Commonwealth Bank of
Australia (CBA). At CBA, he started as Chief Financial Officer and over time became Group Executive,
responsible for core business lines including Institutional and Business Banking as well as Wealth
Management (Asset Management and Insurance). Prior to joining CBA, he worked for the National
Australia Bank and was the Chief Executive Officer of Great Britain, with responsibility for large UK
consumer banks Yorkshire Bank and Clydesdale Bank.

Mr Grimshaw represented New Zealand at the 1984 Olympics in Field Hockey and has a Bachelor of
Commerce and Administration (Victoria University, Wellington, New Zealand) and an MBA (Melbourne
University, Australia). He has also completed the Program for Management Development at Harvard

Business School.

Over the past 3 years Mr Grimshaw has held directorships with the following listed company;

Company Commenced Ceased
EZCORP Inc 3 November 2014 -
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Mr Peter Cumins
Executive Deputy Chairman

Appointed director April 1995
Appointed Executive Deputy Chairman 23 January 2017

Mr Cumins joined the Company in August 1990 as Finance and Administration Manager when the
Company had just 23 stores, becoming General Manager in March 1992. He became Managing
Director in April 1995. Mr Cumins moved from this role to the role of Executive Deputy Chairman on
23 January 2017.

Mr Cumins is a qualified accountant, and has overseen the major growth in the number of franchisees
in Australia as well as the international development of the Cash Converters franchise system. His
experience in the management of large organisations has included senior executive positions in the
government health sector, specifically with the Fremantle Hospital Group, where he was Finance and
Human Resources Manager.

Over the past 3 years Mr Cumins has held a directorship with the following listed company:

Company Commenced Ceased

EZCORP Inc 28 July 2014 =

Mr Lachlan Given
Non-Executive Director

Appointed director 22 August 2014

Mr Given joined the Board in 2014. He is the Executive Chairman of EZCORP Inc (a major
shareholder in the Company) and also a Director of The Farm Journal Corporation, a 134-year-old
pre-eminent US agricultural media company; Senetas Corporation Limited (ASX: SEN), the world’s
leading developer and manufacturer of certified, defence-grade encryption solutions; CANSTAR
Pty Ltd, the leading Australian financial services ratings and research firm; and RateCity.com Pty
Ltd, one of Australia’s largest internet based financial services comparison organisations.

Mr Given began his career working in the investment banking and equity capital markets divisions
of Merrill Lynch in Hong Kong and Sydney where he specialised in the origination and execution of
a variety of M&A, equity and equity-linked and fixed income transactions.

Mr Given graduated from the Queensland University of Technology with a Bachelor of Business
majoring in Banking and Finance (with distinction).

Over the past 3 years Mr Given has held directorships with the following listed companies:

Company Commenced Ceased
Senetas Corporation Limited 20 March 2013 =
EZCORP Inc 18 July 2014 -
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Mr Kevin Dundo
Non-Executive Director

Appointed director 20 February 2015

Mr Dundo joined the Board on 20 February 2015. Mr Dundo practises as a lawyer and specialises in
the commercial and corporate field, with experience in the mining sector, the service industry and the
financial services industry. He is a member of the Law Society of Western Australia, Law Council of
Australia, Australian Institute of Company Directors and a Fellow of the Australian Society of Certified
Practising Accountants.

Mr Dundo is currently a Non-Executive Director of ASX-listed Imdex Limited (ASX: IMD) and
Non-Executive Chairman of ASX-listed Red 5 Limited (ASX: RED).

Mr Dundo is a member of the Company’s Audit and Risk Committee and Remuneration and
Nomination Committee, and until 24 February 2017 was the Chair of the Audit and
Remuneration Committees.

Over the past 3 years Mr Dundo has held directorships with the following listed companies:

Company Commenced Ceased
Imdex Limited 14 January 2004 -
Red 5 Limited 29 March 2010 -

Ms Andrea Waters

Non-Executive Director

Appointed director 9 February 2017

Ms Waters is a Chartered Accountant with an extensive career at KPMG, with 16 years as a Financial
Services Audit Partner (until 2012), specialising in managed investments and superannuation. She
has extensive experience with audit committees, and using this knowledge, she is a professional
non-executive director, with a strong passion for implementing and improving governance and audit
structures within business operations. Ms Waters is also an accredited facilitator for Australian
Institute of Company Directors’ Company Director Course.

Ms Waters is also a non-executive director of My State Limited (ASX: MYS) (also Chair of the group
Audit Committee), Bennelong Funds Management Ltd (also Chair of the Audit, Risk and Compliance
Committee), Care Super, CityWide Service Solutions (also Chair of the Audit and Finance Committee)
and Colonial Foundation Limited. She has previously been a non-executive director of Chartered
Accountants Australia and New Zealand, Lord Mayor’s Charitable Foundation and Cancer Council
Victoria. Ms Waters holds a Bachelor of Commerce from the University of Melbourne, is a Fellow of
Chartered Accountants Australia and New Zealand, is a graduate member of the Australian Institute of
Company Directors and the Australian Institute of Superannuation Trustees.

Ms Waters is Chair of the Company’s Audit and Risk Committee and a member of the Remuneration
and Nomination Committee.

Over the past 3 years Ms Waters has held directorships with the following listed company:

Company Commenced Ceased
MyState Limited 19 October 2017 -
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Appointed director 9 February 2017
Resigned with effective date 30 September 2018

Ms Comerford has over 30 years of financial services experience across a range of banking and
insurance businesses. Most recently Ms Comerford was Chief Executive Officer and Managing
Director of Genworth Australia, an ASX top 200 listed company, successfully leading the company
through an IPO in 2014. She has also held various positions with leading global title and specialty
insurance company First American Financial Corporation, both in Australia and internationally,
including CEO and Managing Director for the Australian and New Zealand operations, and

Chief Operating Officer for the international division. Prior to this, she was at Citigroup for
approximately 14 years.Ms Comerford brings significant experience in enhancing performance
culture within businesses with a commitment to promoting diversity and she is a member of Chief

Ms E"en COmerford Executive Women.
Non-Executive Director

Ms Comerford is also a non-executive director of Hollard Holdings Australia and Hollard Insurance
Company in Australia and Heartland Bank Limited in New Zealand and certain of its subsidiaries
in Australia.

Ms Comerford is Chair of the Company’s Remuneration and Nomination Committee and a member
of the Audit and Risk Committee.

Over the past 3 years Ms Comerford has held directorships with the following listed companies:

Company Commenced Ceased

Genworth Mortgage 20 February 2012 9 October 2015
Insurance Australia Limited

Heartland Bank Limited (NZX) 1 January 2017 =
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Directors’ shareholdings

The following table sets out each director’s relevant interest in shares and options in shares of Cash Converters International Limited as at the date of
this report:

Directors Fully paid ordinary shares Share options
Number Number

Mr S Grimshaw - _

Mr P Cumins 7,575,694 4,572,920
Mr L Given - -
Mr K Dundo - -
Ms A Waters 68,750 =

Ms E Comerford - -

Company Secretary

Mr Brad Edwards
Appointed 30 June 2017

With a background in law, Mr Edwards has extensive private practice and corporate experience, most notably with the Bank of Queensland Group
for 15 years, where he held the roles of Company Secretary and General Counsel. His career encompasses financial services, including retail
franchising, regulatory matters, dispute resolution and class action litigation, capital markets and mergers and acquisitions.

Principal activities

The principal activity of Cash Converters International Limited and its subsidiaries (the Group) is that of a franchisor of second hand goods and
financial services stores, a provider of secured and unsecured loans and the operator of a number of corporate stores in Australia, all of which trade
under the Cash Converters name.

Country master franchise licences are also sold to licensees to allow the development of the Cash Converters brand but without the need for
support from Cash Converters International Limited.

Review of operations

The Group’s net profit attributable to members of the parent entity for the year ended 30 June 2018 was $22.503 million (2017: $20.618 million)
after a charge for income tax of $8.768 million (2017: $7.580 million).

A review of the Group’s operations and financial performance has been provided on pages 12 to 20.

Changes in state of affairs

During the financial year the following change occurred within the Group.

Issue of Share Capital — On 30 May 2018 the Company announced a fully underwritten non-renounceable entitlement offer to raise $39.5 million.
The offer closed on 18 June 2018 and 123,288,356 new fully paid ordinary shares in Cash Converters were issued under the entitlement offer, at an
issue price of $0.32 per share.

Subsequent events

The Company has continued to evolve and is positioning itself for future growth. As this re-positioning has occurred, the recognition of the talent
of people within the organisation has also become apparent. While it is never preferred to have changes in the Company’s structure, we must also
recognise that opportunities will be presented to our people, some very attractive. We are seeing this evolve as disclosed below.

On 23 August 2018 the Company announced that Ms Ellen Comerford had submitted her resignation as a Director effective 30 September 2018.
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On 27 August 2018 the Company announced that Mr Mark Reid has submitted his resignation as Chief Executive Officer with immediate effect.
Chief Operating Officer, Mr Sam Budiselik has been appointed as Interim Chief Executive Officer whilst the Board conduct an executive search for a
permanent replacement for Mr Reid.

There have been no other events subsequent to the reporting date requiring disclosure in this report.

Future developments

Likely developments in expected results of the Group’s operations in subsequent years and the Group’s business strategies are referred to elsewhere
in this report. In the opinion of the directors, any further information on those matters could prejudice the interest of the Company and has therefore
not been included in this report.

Dividends

On 27 August 2018 the Company announced that there would be no final dividend in respect of the financial year ended 30 June 2018.
No final dividend was paid in respect of the financial year ended 30 June 2017.

Shares under option or issued on exercise of options

Details of unissued shares or interests under option as at the date of this report are:

Issuing entity Number of Class of Exercise price Vesting
shares under shares of option determination
option date
Cash Converters International Limited 6,358,218 Ordinary Nil 30 Jun 2019
Cash Converters International Limited 3,461,288 Ordinary Nil 30 Jun 2020

The performance rights above are in substance share options with an exercise price of nil, which vest and are immediately exercised into ordinary
shares once certain performance / vesting conditions are met.

The holders of these performance rights do not have the right, by virtue of the performance right, to participate in any share issue or interest issue
of the Company or of any other body corporate.

No shares have been issued as a result of the exercise of share options or performance rights during or since the end of the financial year.

Indemnification and insurance of directors and officers

During the financial year, the Company paid a premium in respect of a contract insuring the directors of the Company, the Company Secretary
and all executive officers of the Company and of any related body corporate against a liability incurred as such a director, secretary or executive
officer to the extent permitted by the Corporations Act 2001. The contract of insurance prohibits disclosure of the nature of the liability and the
amount of the premium.

The Company has not otherwise, during or since the end of the financial year, except to the extent permitted by law, indemnified or agreed to
indemnify an officer or auditor of the Company or of any related body corporate against a liability incurred as such an officer or auditor.
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Directors’ meetings

The number of meetings of directors and meetings of committees of directors held during the year and the number of meetings attended by each
director were as follows:

Directors Board of directors Audit and Risk Remuneration and Special Purpose
Committee Nomination Committee Committees~
Held Attended Held Attended Held Attended Held Attended

Mr S Grimshaw 15 15 7 6" &* & = =
Mr P Cumins 15 15 7 6* &5° 5° = =
Ms E Comerford 15 15

Mr K Dundo 15 15

Mr L Given 15 15 7* & & 4* - -
Ms A Waters 15 15 7 7 5 5 7 7

*  Denotes directors who were not a member of the Committee but attended meetings by invitation.
~ Inthe current year, the Special Purpose Committee was an independent Board sub-committee convened in relation to the 