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YPB PROVIDES UPDATED OUTLOOK FOR 2017

e 2017 profit outlook confirmed at $5m pre-tax

e Annualised operating cost base reduction of 40% by mid-2017 following strategy refinements

e Possible non-recurring restructuring charge in the range $0.50m - 0.75m

e Breakeven expectation delayed three months due to contract closure slippages — now expected
end June 2017

Brand Protection and Customer Engagement solutions company YPB Group Ltd (ASX: YPB) is pleased to
provide an updated outlook for 2017.

YPB has concluded its Annual Operating Plan (AOP) process, reconfirming the expectation of a $5m pre-
tax profit for the year to December 2017. This figure is, however, prior to a potential once-off
restructuring charge (discussed in more detail below).

The profit expectation is maintained despite a three month delay in the expected timing of breakeven
from the end of March 2017 to the end of June 2017. This slippage is due to contract closures taking
longer than expected and therefore first revenues from these deals flowing later than expected.

The key outcome of the AOP was a refinement of strategy that will see a narrower focus of
management effort, allowing a reduction in annual operating costs from $11.1m to $6.5m per annum.
Approximately 95% of the planned savings in monthly spend will be delivered by May 2017 with full
benefits achieved by August 2017. The changes are unlikely to diminish YPB’s revenue potential, with
the most likely reconfiguration expected to substantially enhance revenues.

The obvious financial benefit from the refined strategy is securing a breakeven position at a lower
revenue base and with less risk, while magnifying profit leverage to revenue growth.

The AOP was due to conclude in December but was delayed due to strategic opportunities in key
territories arising in late November. These opportunities will improve market access, lower costs and
enhance profit potential.

The most important opportunity is the change from a direct sales force to a partnership model in key
territories where YPB'’s costs have been traditionally high. This prospect arose in late November and
has progressed well in the New Year, with targeted partners believing their home markets are ripe for
YPB product.

The trade-off for YPB in partnering is lower percentage margin but this penalty is irrelevant in light of
the benefits of high quality partners. In one key territory under negotiation, any margin foregone is
dwarfed by the potential revenue and profit uplift from vastly superior client access, market reach,
organisational credibility and speed to market. This partner is a household name in its home market
with a decades-old country-wide distribution network. Higher revenues with minimal costs and capital
requirements is a compelling outcome of partnering.
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Please note that it is possible that the most valuable partnership currently in train may not be

concluded. Nevertheless, the process is well advanced and contractual closure is presently expected to
be concluded in Q1 2017. Upon closure, more detail will be provided to the market regarding this new
partnership.

The $4.5m per annum in annualised overhead savings noted above is not dependant on the conclusion
of any partnerships and will be implemented regardless. The incidence of restructuring charge is,
however, possibly dependent on conclusion of the key partnership referred to above and the model
adopted. One possible scenario would see YPB incur minimal restructuring costs. In the event of YPB
bearing all costs, a once-off charge of $0.50m - $0.75m is likely in H1 2017.

The primary variable in achieving the stated 2017 profit expectation is conversion of opportunity into
revenue. If revenues are not achieved as expected, profit will not be achieved as expected. There are,
however, solid reasons to anticipate strong and sufficient revenue growth despite some unexpected
delays in 2016. YPB is undoubtedly in a much stronger and more prospective position than it was in
2016 given:

e The assembly of the full, new executive team was only completed in Q3 2016. This year
management will hit the ground running with greater experience and skill in dealing with client
opportunities and barriers to contract closure.

e The opportunity pipeline filled rapidly over 2016, particularly in H2. Starting 2017, new business
momentum is strong and leagues ahead of that as at the start of 2016. Not only has the magnitude
of the pipeline grown over the past year but the passage of time means the number of mature
projects closer to conclusion is also greater than in 2016.

e Key Multiplier Partnerships established in late 2016 with leading packaging companies such as Orora
(ASX: ORA), Impact International and L&E are expected to yield new revenue across multiple clients.

e Ease of conversion to increase following the signing of household name banner clients. Prominent
reference clients reduce career risk for client personnel championing YPB’s novel technologies.

e Upgraded versions of the key software platforms SECURETRACK and CONNECT being available
expected to accelerate the pace of adoption.

e The incidence of competitive solutions being offered to clients presently engaged with YPB remains
close to zero.

Finally, in considering whether the revenues necessary for profitability can be achieved, it is pertinent
that the size of the opportunity pipeline and potential revenues currently in development are well
ahead of the revenues necessary to achieve the company’s profit expectations. In other words, only
relatively modest pipeline conversion rates are necessary to achieve revenue and profit targets.

Since last updating the market in September 2016, the total pipeline value has fallen from $128m to
S$112m for three reasons:

e Conversion from pipeline into realised sales and hence removal from the pipeline. This includes
client wins such as Blackmores, Impact International, L&E, Dan Murphy’s, BWS, Lorna Jane and
Mama Care;

e Reduction in expected value of certain contracts following refinement of scope as projects have
advanced with clients; and
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e Seeking to further improve reward for sales efforts, resulting in a range of small value projects being
removed from the pipeline for the time being.

Advanced projects value has fallen from $65m to $37m for the three reasons just noted. Intermediate
projects has increased from $64m to $75m, partly due to the change in classification from Advanced
projects resulting from slippage of clients’ timetables. The total number of projects increased from 96
to 98. The number of advanced projects has fallen from 55 to 18 with 26 of the deletions being small
projects. The number of Intermediate projects has risen from 41 to 80.

YPB Executive Chairman John Houston said: “After a detailed and exhaustive process we are pleased to
be able to reconfirm our profit expectations for 2017, despite slippage in the anticipated timing of
breakeven. The refinements to strategy developed in the AOP enhance the prospect of successful
execution and the major cost-out decisions increase potential profitability and potential profit leverage
without sacrificing opportunity. These changes reflect our determination to secure YPB’s future as a
highly profitable, self-sustaining and strongly growing business.”

For further information please contact;

Mr. John Houston Mr. Gerard Eakin

Executive Chairman Director

YPB Group Limited YPB Group Limited

T:+61 458 701 088 T:+61427 011 596

E: john.houston@ypbsystems.com E: eakin@manifestcapital.com

W: www.ypbsystems.com

MEDIA AND INVESTOR ENQUIRIES

Matthew Wright

NWR Communications

+61 451 896 420
matt@nwrcommunications.com.au

ABOUT YPB

YPB Group (ASX: YPB) is a pioneer in advanced brand protection solutions. Listed on the Australian Securities
Exchange, YPB is expanding its global footprint with an established presence in Australia, China, Thailand,
USA, Mexico and India.

YPB’s patented Anti-Counterfeit technology combined with its Security Packaging and Anti-Theft solutions,
Consulting Services and YPB’s proprietary CONNECT platform enables clients to PROTECT their high value
brands from the risks of counterfeit, product diversion and theft while providing the tools to CONNECT
directly with their customers.

PROTECT

Smart Security Packaging and labeling for Brands

YPB offers a wide range of Smart Security Packaging and Labeling solutions that can be incorporated into
almost any material and offer cost effective strategies to PROTECT the integrity and value of products and
brands in high-risk markets.
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Government Vital Documents
YPB offers solutions to Governments to PROTECT their Vital Documents that include ID cards, Visas,
Passports, Vehicle Labels and many other applications.

Retail Anti-theft
YPB offers clients the latest technology in Retail Anti-Theft and Labeling solutions effective for mainstream
retailers, boutiques and exporters to PROTECT against theft.

IP solutions & forensic services
YPB's IP solution specialists work with quality brands and Governments, to develop bespoke brand protection
strategies and solutions that will deliver real protection and safety for brands, products and consumers.

Secure Supply Chain

YPB offers secure supply chain solutions to Governments, banks and companies wanting to ensure the
integrity of their supply chain using a combination of YPB’s authentication technology and secure track and
trace solutions, delivering real protection for high value documents, brands, products and consumers.

DETECT

Scanner and Tracer protection solutions

YPB’s patent protected state-of-the art Tracer technology is invisible, cannot be copied or destroyed.
Brand owners who include YPB’s tracers in their packaging can use YPB’s scanners to verify their product’s
authenticity. If a counterfeit is detected YPB’s forensic services can consult with a brand owner to develop
strategic, tailored solutions to protect the brand against counterfeiting and product diversion.

CONNECT
Smartphone applications to Detect and Connect

YPB'’s sophisticated, user friendly and powerful smartphone applications allow brand owners and consumers
to identify and report suspected counterfeit or diverted products. They also allow brands to connect and
engage directly with their customers via QR codes, Near Field Communication, secure track and trace and
product scanning. The YPB CONNECT platform delivers brand owners valuable and actionable intelligence
about their products and customers to measure, tailor and individualise direct marketing campaigns through
a ‘big data’ analytics capability.

www.ypbsystems.com
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