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Important Notice
Summary information
This presentation has been prepared by TPI Enterprises Ltd and relates to it and its subsidiaries (collectively “TPE”). The Information in this presentation is of general
background in summary form which is current as at 23 March 2017 and does not purport to be complete. It does not contain all information relevant or necessary for an
investment decision or that would be required to be included in a prospectus under the Corporations Act. It should be read in conjunction with TPE’s other periodic and
continuous disclosure announcements filed with the ASX. The information in this presentation is subject to change without notice. No representation or warranty, express or
implied, is made by TPE or any of its advisers as to the accuracy, adequacy or reliability of any information contained in this presentation.
Not an offer
This presentation is not a prospectus or any other offering document under Australian law (and will not be lodged with ASIC) or any other law. This presentation is for
information purposes only and is not an invitation or offer of securities for subscription, purchase or sale in any jurisdiction. The distribution of this presentation outside
Australia may be restricted by law. Any recipient of this presentation who is outside Australia must seek advice on and observe any such restrictions. This presentation may
not be reproduced or published, in whole or in part, for any purpose without the prior written permission of TPE. See Foreign Jurisdiction Restrictions.
Investment risk
An investment in shares is subject to known and unknown risks, some of which are beyond the control of TPE, including possible loss of income and principal invested. TPE
does not guarantee any particular rate of return or the performance of TPE, nor does it guarantee any particular tax treatment. Investors should have regard to the Key Risks
outlined in this presentation when making their investment decision.
Not financial or product advice
This presentation is for information purposes only and is not financial product or investment advice or a recommendation to acquire securities in TPE. It has been prepared
without taking into account the objectives, financial situation or needs of individuals. You are solely responsible for forming your own opinions and conclusions on such matters
and the market and for making your own independent assessment of the Information. No reliance may be placed for any purpose whatsoever on the information included in
this presentation or on its accuracy or completeness.
Financial data
All dollar values are in Australian dollars (A$) unless stated otherwise.
Past performance
Past performance information given in this presentation is given for illustrative purposes only and should not be relied upon as (and is not) an indication of future performance.
Future performance
This presentation includes forward-looking statements regarding future events and the future financial performance of TPE. Any forward looking statements included in this
document involve subjective judgment and analysis and are subject to significant uncertainties, risks and contingencies, many of which are outside the control of, and are
unknown to, TPE and its officers, employees, agents or associates. In particular, factors such as variable climatic conditions and regulatory decisions and processes may affect
the future operating and financial performance of TPE. This may cause actual results to be materially different from any future results, performance or achievements expressed
or implied by such statements. The Information also assumes the success of TPE’s business strategies. The success of the strategies is subject to uncertainties and contingencies
beyond control, and no assurance can be given that the anticipated benefits from the strategies will be realised in the periods for which forecasts have been prepared or
otherwise. Given these uncertainties, you should not place undue reliance on any such forward looking statements. TPE has no obligation to update any forward-looking
statements as a result of new information, future events or developments or otherwise.
NOT FOR RELEASE OR DISTRIBUTION IN THE UNITED STATES
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Capital Raising Overview
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TRANSACTION OVERVIEW
Capital Raising overview

 Total of $44.2m to be raised through a Capital Raising comprising a fixed price accelerated non-renounceable prorata Entitlement Offer and Institutional Placement

Entitlement Offer

 $23.2m to be raised from 1-for-5 Entitlement Offer comprising an accelerated Institutional component and nonaccelerated Retail component

Placement

 $20.9m to be raised from an Institutional Placement to new and existing institutional shareholders
 The Placement will be conducted through the Company’s capacity under ASX Listing Rule 7.1
 The increased shares on issue resulting from the Entitlement Offer will be taken into account when determining
the Company’s capacity under ASX Listing Rule 7.1, pursuant to an ASX Waiver
 Shares issued under the Placement will not be entitled to participate in the Entitlement Offer

Offer Price

 Both the Entitlement Offer and Institutional Placement will be priced at $2.20 per share, representing:
 8.3% discount to last closing price of $2.40
 9.2% discount to the 5 day VWAP of $2.42
 15.3% discount to the 30 day VWAP of $2.60
 6.2% discount to TERP of $2.34

Shareholder support

 Current major shareholders Washington H. Soul Pattinson and Company Ltd (WHSP) (holding 10.0m shares,
equivalent to 18.9% of current diluted SOI) and Thorney Investment Group Australia and associates (holding 5.0m
shares, equivalent to 9.4% of current diluted SOI) have each committed to the Company its intention to
participate in the Institutional Placement and fully take up its rights under the Entitlement Offer.

Underwriting

 The Placement and Entitlement Offer have been fully underwritten by Petra Capital Pty Ltd (ABN 95 110 952 782)
 WHSP is partially sub-underwriting the retail component of the Entitlement Offer. If WHSP’s sub-underwriting
commitment is called in full, it participates in the Institutional Placement and it fully takes up its rights under the
Entitlement Offer, WHSP’s holding will increase to 21.8% of the post Capital Raising SOI.

Ranking

 New shares will rank equally with existing shares in all respects including entitlements to future dividends
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INVESTMENT HIGHLIGHTS
1.

2.

Lowest cost NRM producer globally
1.

TPE enjoys a c30% operating cost advantage to similarly sized competitor facilities.

2.

Poppy straw raw material input costs reduced by 25% as a result of expanded growing areas on Australian mainland plus BICON
approvals to import poppy straw from Hungary, Turkey and Portugal.

Growing market share in a large, growing and regulated market
1.

In the period from 1994 to 2013, the use of opioids more than tripled, averaging approximately 6% compound growth per annum.

2.

TPE FY17 production guidance of ≥55tn of NRM (narcotic raw material).

3.

TPE expects to produce 100tn of NRM in 2019 and 200tn in 2021.

4.

Barriers to entry are extremely high requiring Federal, State Government and INCB (International Narcotics Control Board) licences.

3. Access to key North American, UK and European markets

4.

5.

1.

Toll processing agreement with Sterling Pharma gives TPE access to sell CPO (codeine phosphate) in the UK (largest consumer of
CPO globally).

2.

Final licences granted by Portuguese government to enable construction of a 150tn API (active pharmaceutical ingredient)
manufacturing facility. First sales expected in 2019.

Strong financial position
1.

$44.2m capital raise strengthens balance sheet, reducing current debt to $12m.

2.

Sufficient stock of raw material (poppy straw) including Hungary imports to meet estimated FY17 sales.

3.

TPE expects to be EBITDA positive in FY17 (subject to FX, seed pricing and normal commercial risks).

Experienced Management team
1.

Over 120yrs of NRM & API industry experience.
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SOURCES AND USES OF FUNDS
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Capital raised will be directed towards funding working capital requirements and the repayment of shareholder loans
Sources

A$m

Placement

$20.9m

Entitlement offer

$23.2m

Total sources

$44.2m

Uses

A$m

Working capital
-advance payments to farmers
-general working capital and offer costs

$15.0m
$8.2m

Partial repayment of WHSP debt

$13.0m

Completion of Portuguese API facility

$6.0m

Coolaroo capital expenditure

$2.0m

Total uses

$44.2m
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INDICATIVE TIMETABLE
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The capital raising is anticipated to be complete by 21st April 2017

Event
Record Date for the Entitlement Offer

Date
Monday, 27 March 2017

Despatch of Information Booklet and Entitlement and Acceptance Form to Eligible Retail Shareholders

Thursday, 30 March 2017

Retail Entitlement Offer Opens

Thursday, 30 March 2017

Settlement of Institutional Entitlement Offer and Placement Shares

Thursday, 30 March 2017

Allotment and trading of Institutional Entitlement Offer and Placement Shares

Friday, 31 March 2017

Retail Entitlement Offer closes (5:00pm Melbourne time)

Monday, 10 April 2017

Announcement of Results of Retail Entitlement Offer
Settlement of Retail Entitlement Offer
Allotment of New Shares under the Retail Entitlement Offer
Normal trading of New Shares issued under the Retail Entitlement Offer expected to commence on ASX
Despatch of holding statements

Thursday, 13 April 2017
Tuesday, 18 April 2017
Wednesday, 19 April 2017
Thursday, 20 April 2017
Friday, 21 April 2017
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Current Progress and Outlook

2016: A YEAR OF SIGNIFICANT PROGRESS
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TPE offers one of the few opportunities globally to invest directly in the licit narcotics sector
1.

2.

3.

TPE ON A 5 YEAR JOURNEY TO GLOBAL LEADERSHIP IN THE PRODUCTION OF LICIT NARCOTIC RAW MATERIALS (NRM) BASED ON
TECHNOLOGY DRIVEN POSITION AS THE GLOBAL LOW COST PRODUCER, TARGETING:
1.

100 tonnes of NRM by 2019 (8% market share).

2.

200 tonnes of NRM by 2021 (13% market share).

SIGNIFICANT PROGRESS IN THREE KEY AREAS:
1.

NRM market development.

2.

Manufacturing process cost improvements.

3.

Raw material supply chain.

4.

Final licensing of Portugal API production facility.

2016 FINANCIAL RESULTS MIRROR STRATEGIC AND OPERATIONAL PROGRESS:
1.

Production up 14 fold compared to 2015, 90% in 2nd half.

2.

Revenues up by 186% to $10.5 million.

3.

Gross profit up 300% to $3.6 million.

4.

Operational losses down 46% to $14.0 million.
[ 10 ]

MANUFACTURING PROCESS COSTS
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TPE is the lowest cost producer globally
1.

2.

CONTINUED IMPROVEMENT IN MANUFACTURING PROCESS EFFICIENCY DELIVERED SIGNIFICANT COST SAVINGS
1.

Reduction in 2017 budgeted $/kg by 15%.

2.

Overall process efficiency increased by 5% in 2016 to 91%.

CONTINUOUS “COST OUT” CULTURE REFLECTED IN 2017 PLANNED COST SAVING INITATIVES

1.

Manufacturing support services costs reduction by 22%.

2.

Administration services costs reduction by 19%.

3.

Agricultural services costs reduction by 26%.

4.

Total reduction targeted in fixed overheads in 2017 of c. 15%.

3. MOVEMENT TO HIGH CODEINE POPPY STRAW WILL ADD GREATER PRODUCTION EFFICIENCIES-COSTS AND TIME
1.

4.

Greater factory capacity with higher concentration alkaloid, large commercial growing will occur in 2017.

PATENTED HARVESTER AND NEW TOTAL CAPTURE STRAW TRAILER TECHNOLOGY
1.

2nd version of new harvesting technology has been constructed and will be used to harvest 2017 European crops, significantly
increases throughput as rate limiting step in process is the amount of straw extracted per unit time.

2.

New trailers with complete dust collection trialled and confirmed a success, estimate a 5% increase in crop collected per
hectare.
[ 11 ]

NRM MARKET DEVELOPMENT
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200 tonnes by 2021 through market expansion

1.

2.

TWO LARGEST NRM PRODUCERS (Johnson & Johnson and GlaxoSmithKline) SOLD THEIR NRM OPERATIONS TO SK CAPITAL AND SUN
PHARMA RESPECTIVELY
1.

New owners are focussing on reducing NRM inventory, which will remove excess supply from the market over the next 12-18
months leading to increased prices of NRM.

TPE´S POSITION AS GLOBAL LOW COST PRODUCER CONFIRMED BY RECENT REQUESTS TO EXPLORE TOLL MANUFACTURING FOR FULLY
INTEGRATED FINISHED DOSAGE COMPETITORS
1.

Expect to start toll production in 2017 for historical competitors which enables greater throughput and faster fixed cost recovery.

2.

Expect to expand toll manufacturing contracts in 2018.

3. TPE SET TO EXPLOIT ITS LOW COST NRM PRODUCER POSITION TO BROADEN CUSTOMER DEMAND BASE:
1.

2017 will see supply of first validation batches of Codeine Phosphate in UK market through Sterling Pharma.

2.

Expansion of Thebaine and Oripavine supply into the US will commence now that TPE customers have surety of supply.

3.

Capability to bid for Indian tender using either Sterling Pharma toll deal or Portugal capability.
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SUPPLY CHAIN EXPANSION
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Increase in certainty of straw supply with lower Agricultural investment
1.

2.

RELOCATION FROM TASMANIA TO VICTORIA FOR MANUFACTURING SITE VINDICATED BY SUCCESSFUL VICTORIAN CROP AND FURTHER
EXPANSION INTO ADDITIONAL AUSTRALIAN GROWING AREAS

1.

90% of Victorian growers increased kg/Ha and $/Ha for 2017 compared to 2016.

2.

NSW and SA will commence growing in 2017 for 2018 harvest, increasing available irrigated land by 20 fold.

RECEIPT OF ALL NECCESARY PERMITS AND LICENCES TO IMPORT FROM HUNGARY NOW ACHIEVED, FURTHER DIVERSIFYING CRUCIAL
INPUT SUPPLY SOURCES
1.

BICON listing achieved in 2016.

2.

Permits from Department of Agriculture and Water received.

3.

Import permits and licences from Department of Health received.

3. COMBINATION OF MULTIPLE AUSTRALIAN STATE PRODUCTION AND NORTHERN HEMISPHERE SOURCING HAS MULTIPLE BENEFITS FOR
TPE
1.

Availability of year round supply at market based prices.

2.

Less need to be directly involved in growing with its attendant risks.

3.

Greatly reduced working capital needs as straw inventory is more evenly spread throughout the year.

4.

Expect Australian 16/17 harvest and importation to provide 1.5 times coverage of targeted sales/production for 2017. This builds
stock holding for ramp up in 2018.
[ 13 ]

AUSTRALIAN IRRIGATED CROPPING AREAS
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Growing allowed in 5 of the 7 States/Territories

State

Irrigated Ha’s Approved for Growing

NSW

785,000

TPE Trials

VIC

558,000

TPE Active

QLD

492,000

X

SA

165,000

TPE Trials

WA

84,000

X

TAS

50,000

TPE Active

NT

6,000

TPE Trials

Total

2,150,000

TPE Trials:

Trials being trailed and initial contracting

TPE Active:

Currently growing crops
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APPROVAL TO IMPORT STRAW FROM TURKEY, HUNGARY AND PORTUGAL
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BICON listing approved
Key Facts
1. TPE has BICON approval to import poppy
straw from Turkey, Hungary & Portugal.
2. Competitive $/kg NRM to crops grown
domestically.

3. A significant advantage by spreading of
working capital requirements.
4. Expected gap between straw deliveries from
VIC, NSW, SA, TAS, NT & Hungary never more
than 3 months.
5. TPE has received the final import permit from
the Department of Health to import poppy
straw from Hungary.
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2017 PRIORITIES
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On track for 200 tonnes by 2021
1.

2.

GROW NRM PRODUCTION/SALES TO ≥55 TONNES in 2017
1.

Expand base NRM business in key markets.

2.

Start production of Codeine from high Codeine Poppy Straw.

3.

Expect tolling to be part of the production volume (Subject to licences etc).

CONTINUE TO DRIVE PRODUCTION PROCESS EFFICIENCIES
1.

Aim of decreasing $/kg of NRM production by a further 5%.

2.

Leverage fixed cost base through increased volumes at plant.

3.

Sourcing benefits from increased volumes.

3. OPTIMISE POPPY STRAW SOURCING PROGRAM

4.

1.

Balance domestic and international grower sources based on ideal quality, price and inventory levels.

2.

Introduce new high Codeine, Oripavine and Thebaine varieties into Poppy Straw supply program.

3.

Expand harvesting and transport capability to drive operational efficiencies.

EXPEDITE TIME TO OPERATING CASHFLOW POSITIVE OPERATIONS
1.

Gross margin contribution grows quickly as volume ramps up.

2.

Manage working capital requirements which increases with ramp up of volumes.

3.

Goal of operating cash flow (including working capital) positive by 2019.
[ 16 ]
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INVESTMENT PROPOSITION
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TPE offers one of the few opportunities globally to invest directly in the licit narcotics sector
A leading company in an attractive industry …

… with a significant growth phase ahead

1.

Growing industry

1.

API manufacturing increases total
addressable market

2.

Manufacturing advantage

2.

Proposed Toll processing contracts to
provide an additional revenue stream

3.

Highly regulated / significant barriers to
entry

3.

Agricultural costs reduced

4.

Established business, experienced
Management team

4.

FY17 production volume guidance of >3x
FY16

5.

Diversity of supply

5.

Dual Hemisphere supply smooths
working capital requirements
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INDUSTRY OVERVIEW
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Unique pharmaceutical industry with agricultural product being the key input
Narcotics
Natural narcotics

Agricultural Production

Synthetic and semi-synthetic
narcotic derivatives

Narcotic Raw Material (NRM)

Active Pharmaceutical Ingredient (API)

Final Dosage Formulations (FDF)

Morphine
Codeine

Morphine Sulphate
Codeine Phosphate

MS Contin
Panadeine
Panadeine Forte

Thebaine

Oxycodone HCI
Hydrocodone
Buprenorphine

Oripavine

Naloxone
Naltrexone
Buprenorphine HCI

Oxycontin
Vicadin

Endone
Tylenol

Suboxone
Revia
Subutex
Contrave
Narcan
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LOWEST COST NRM PRODUCER GLOBALLY
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Replacing solvents with a water based process
TPE
1.

Manufacturing facility in the northern suburbs of
Melbourne.

2.

Lowest cost producer of Narcotic Raw Material
(NRM) with the world’s only water based
manufacturing process.

3.

1 of 8 global producers of gold standard pain
relief; Morphine and Codeine.

4.

No toxic solvents used.

5.

No large scale wastewater treatment required.

6.

Environmentally Friendly.
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EXPERIENCED BOARD AND EXECUTIVE TEAM
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Over 120 years of cumulative narcotic industry experience

Experienced Board and Senior Management Team

TPE Board

Stuart Black
(Non-Exec
Director)
AACo NED

Peter Robinson
(Non-Exec
Chairman)

Jarrod Ritchie
Founder/CEO

Chairman of 2
Listed Companies,
30yrs corp exp.

Todd Barlow
(Non-Exec
Director)

Simon Moore
(Non-Exec
Director)

CEO of WHSP
Ex CEO of PCP

Ex. MD of
Carlyle Group
(AUS)

TPE Executive team

Richard
Scullion
Commercial
Director

Chris Murray
API Tech
Transfer

Craig Sweenie
Site Manager
Portugal

Vicki
Waddington
API Reg

20 yrs narcotic exp
Sales &
Commercial

15 yrs narcotic exp
R&D API´s &
NRM´s

20yrs narcotic
exp manufacturing
API´s

20yrs exp
narcotic

Nick Taylor
Site Manager
Victoria

7yrs exp narcotic
manufacturing

Recruiting
Chief Financial
Officer

Michael Long
Agricultural
Director

Lucy Waddell
Quality/Reg
Manager

Artur Abreu
R&D Manager

Kim Bessell
Gov Relations

Experience in
Agriculture and
Pharmaceuticals

20yrs exp
narcotic

5yrs exp API

15yrs exp Health
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DISCREPANCY IN GLOBAL AVAILABILITY
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5.5 Billion people (75%) have no or little access to pain relief

There are more people living
inside this circle than out of it

Source: INCB Report on the Availability of Internationally Controlled Drugs 2014
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REGIONAL CONSUMPTION OF OPIOID ANALGESICS (1987-2013)
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Upside demand in developing countries – 100-1,000x
35000
30000
25000
200 S-DDD

20000
15000
10000
5000
0
North America Western & Central
Europe

1987-1989

1997-1999

2001-2003

Oceania

2007-2009

2011-2013

S-DDD = Statistical daily defined dosages per million inhabitants
Source: INCB Report on the Availability of Internationally Controlled Drugs 2010
Source: NCB Report on the Availability of Internationally Controlled Drugs 2015
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Market Update

ACCESS TO THE UK CODEINE PHOSPHATE (CPO) MARKET
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TPE and Sterling Pharma Solutions announce an exclusive toll processing agreement
Key Points
1. TPE freights narcotic raw material (NRM)
to Sterling Pharma in the UK.
2. Sterling Pharma processes NRM into
Codeine Phosphate (CPO) for TPE. TPE is
charged a toll fee for this processing.
3. TPE sells CPO to UK Pharmaceutical
customers, gaining a gross profit uplift.
4. UK CPO Market is the largest globally;
approx. 60 tonnes.
5. Validation batches to be complete in 2017
with larger sales volumes in 2018.
6. TPE will also target a suite of other APIs in
the UK Market, including Morphine
Sulphate, Dihydrocodeine and Pholcodine.
7. Import permit received on 3rd March 2017.
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TPE’s Core IP
A solvent free extraction process

TPE’s CORE IP INDUSTRIAL ADVANTAGE

For personal use only

c.33% FTE, c.20% capital cost, no toxic solvents
TPE Technology
1.
2.
3.
4.
5.
6.

$20 million Capital Investment (100 tonne
facility).
1/3 of the FTE of competitors with similar
capacity.
8 Ha site.
Modular expansion capability.
No toxic solvents.
No wastewater treatment.

Competitors’ Technology
1.
2.
3.
4.
5.
6.

$100-150 million Capital Investment (100 tonne
facility).
10 Ha site.
Toxic solvents.
Wastewater treatment required.
Old technology.
3 year construction and approval timeline.
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TPE’s NOVEL HARVESTING TECHNOLOGY
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Increasing manufacturing site capacity
Results from 2017 Harvest
1. The use of our novel harvester resulted
in higher alkaloid concentration in
harvested straw than traditional
harvesting techniques.
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TASMANIAN OPERATIONS
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Straw Storage
Site Description
1. 1 FTE.
2. Original manufacturing facility before being
relocated to Victoria.
3. Site used for Straw storage.

Asset utilisation
1. Continue to investigate alternate uses for the site.
2. Possible sale of some of the disused assets being
explored.
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PORTUGAL API OPERATIONS
Delivering growth for the next 10 years.
Key Points

1. Pharmaceutical grade production facility in Sintra Portugal
1. bottom right hand image, area highlighted in red.
2. Final licence approval received on 3rd of March 2017.
3. Investment to date >$4.4M.

4. Permission received to construct a 150 tonne CPO facility,
making it the largest in the world.
5. First sales expected in 2019.

[ 30 ]
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Key Risks
This section sets out some of the key risks associated with any investment in TPE, together with risks relating to participation in the Entitlement Offer and
Placement which may affect the value of Shares in TPE. The risks set out are not listed in order of importance and do not constitute an exhaustive list of all
risks involved with an investment in TPE.
Before investing in TPE you should be aware that a number of risks and uncertainties, which are both specific to TPE and of a more general nature, may
affect the future operating and financial performance of TPE and the value of TPE Shares.
Before investing in TPE Shares, you should carefully consider the risk factors and your personal circumstances. Potential investors should consider publicly
available information on TPE (such as that available on the ASX website), and consult their stockbroker, solicitor, accountant or other professional advisor
before making an investment decision.
Nothing in this presentation is financial product advice and this document has been prepared without taking into account your investment objectives or
personal circumstances.

Market conditions

The price at which Shares are quoted on ASX may increase or decrease due to a number of factors outside TPE’s control and which are not
explained by the fundamental operations and activities of TPE. These factors may cause the Shares to trade at prices above or below the price at
which the Shares were initially acquired. There is no assurance that the price of the Shares will increase if they are quoted on ASX.

Dilution risk

If you do not take up all of your entitlement, then your percentage holding in TPE will be diluted by not participating to the full extent in the
Entitlement Offer. Even if you do take up all of your Entitlement, your percentage holding in TPE will be diluted by the Placement (unless you
are an institution and participate in the Placement or you apply for New Shares in addition to your entitlement through the Top-Up Facility and
you are successful in receiving an allocation equivalent to the full equivalent percentage of your holding in TPE).

Underwriting risk

TPE has entered into an Underwriting Agreement under which the underwriters have agreed to fully underwrite the Retail Entitlement Offer,
subject to the terms and conditions of the Underwriting Agreement. If certain conditions are not satisfied or certain events occur, the
underwriters may terminate the Underwriting Agreement. Termination of the Underwriting Agreement may have a material impact on the
proceeds raised under the Retail Entitlement Offer. Termination of the Underwriting Agreement could materially adversely affect TPE’s
business, cash flow, financial condition and results of operations.
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Key Risks (cont.)
Government licences

TPE is required to obtain licences and permits across many jurisdictions. The majority of the licences are renewed either annually or biannually.
There is a risk that laws or regulations may be amended in Australia or elsewhere in a manner that restricts TPE´s markets for saleable product
and for raw material supply. Any such change may affect the ability of TPE to carry on its business and may have a material impact on TPE´s
financial performance and future prospects of the business.

Agricultural risk

TPE’s supply of poppy straw is subject to risks commensurate with any agricultural enterprise. A number of factors may adversely affect both
supply volume and alkaloid content. The most common adverse environmental conditions that could affect the poppy crops are flood, frosts,
hail, wind, storms, fires and excessive heat and/or rain during critical physiological periods.
TPE is seeking to manage agricultural risk through the diversification of supply, however poor poppy crops may have a detrimental impact on
TPE’s operational and financial performance, including reputational risk associated with failing to deliver on key supply contracts.

Sovereign risk

The narcotics industry in which TPE operates is highly regulated. Changes, whether as a result of changes in government or otherwise, in
international, national or state conventions, laws or regulations relating to the growing, manufacture, export or sale of narcotic raw materials
could materially impact TPE’s ability to operate. This may adversely affect TPE’s financial performance and future prospects. The Therapeutic
Goods Administration’s Advisory Committee on Medicines Scheduling is currently considering making approximately 150 codeine products
prescription only medicine. It is unclear whether or to what extent this change will occur and if it does, whether this will have a material effect
on the supply of NRM. This would bring Australia in line with the pharmaceutical regimes currently existing in the US and Europe.

Loss of key personnel

The manufacturers in the licit NRM sector and API sector are relatively small in number and, as a consequence, the number of people skilled in
the industry is lower than other pharmaceutical sectors. TPE is currently operating as a relatively flat organisation and is reliant on a few key
staff.
TPE operates across two countries and has facilities in three jurisdictions. Management of a complex business that operates globally has a
higher employee risk/complexity than a business which operates in one jurisdiction. Loss of a few key personnel could have a material impact
on TPE´s operations and may impact the financial performance and future prospects of the business.

Sensitisation

Licit NRMs are by their nature toxic. If used inappropriately they can lead to death, and excessive exposure can lead to long term sensitisation,
which can result in employee or other claims. Any claims may be costly and may impact TPE’s ability to manufacture and the financial
performance and future prospects of the business.

Changes in accounting
standards

Australian Accounting Standards are issued by the Australian Accounting Standards Board and are not within the control of TPE and its
Directors. Any changes to the accounting standards or to the interpretation of those standards may have an adverse effect on the reported
financial performance and position of TPE.

[ 33 ]
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Key Risks (cont.)
Introduction of competing
products

Companies are continually exploring new products which provide pain relief and may not exhibit side effects related to the use of opiate based
pain relief (such as respiratory depression and/or addiction). An introduction of a non-narcotic opiate without adverse side effects could have a
material impact on TPE’s ability to compete and may impact the financial performance and future prospects of the business.

Subsidisation of competing
crops

Some countries (including the European Union) currently grant subsidies for certain crops. Should existing subsidies increase or new subsidies
be introduced by relevant countries (including the European Union) for crops that compete with opium poppies for returns, this may have a
material impact on TPE’s ability to obtain raw material at a commercially viable price. This would impact TPE’s ability to compete and may
impact the financial performance and future prospects of the business.

IP protection

TPE´s low cost water based, solvent-free extraction process is not protected by patents but rather by confidentiality agreements. TPE protects its
intellectual property based on a trade secret approach. This may result in a competitor developing a similar low cost extraction process which
would compete with TPE´s main competitive strengths. Any new competitor with similar intellectual property may have a material impact on
TPE’s competitive position and may impact TPE’s financial performance and future prospects.

Competing with SOE

Two of TPE’s competitors are enterprises owned by the Indian and Turkish governments. While these competitors have a protected position in,
and focus primarily on, the US market, there is a possibility that they could compete in markets in which TPE has a presence. Large state owned
enterprises have an ability to run at a loss for a long period of time. A price war could have a material impact on TPE and its ability to compete
and may impact the financial performance and future prospects of the business. Currently, a significant quantity of codeine is being sold into
India. It is possible that, in time, the Indian government will cease its historical opium manufacturing and create a NRM business similar to that
occurring in Australia and Europe. Such a change may have a material impact on TPE’s ability to compete and may impact the financial
performance and future prospects of the business.

Diversion of material

TPE employs state of the art security and has a highly regulated and monitored security system at its facilities. Despite this, any diversion (theft
or illicit use) of material during manufacture, storage or freight could result in a loss of an operating licence or substantial fine and/or
reputational damage. This may have a material impact on TPE’s ability to compete and may impact the financial performance and future
prospects of the business.

Change in regulation to limit
supply into the US and other
markets

The US government has, from time to time, restricted the quota issued for importation of NRMs in response to the abuse of prescription
medication. This restriction on quota could limit the opportunities for expansion in the US market. Other countries may take a similar view
and/or change the scheduling and/or availability of pain relief medication. Such changes or quota restrictions may have a material impact on
TPE’s ability to operate and may impact the financial performance and future prospects of the business.
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Key Risks (cont.)
Competition

TPE competes against both SOE and large multinationals. Both have a capacity to operate at a loss or compete aggressively for market share
for a longer period than TPE. This may place pricing pressure on TPE and may impact TPE’s ability to retain existing customers or attract new
customers. If TPE cannot compete successfully, TPE’s financial performance and the future prospects of the business may be adversely
affected.

Foreign exchange

TPE sells NRM in US dollars and poppy seed in Euros. It buys its raw material (opium poppies) predominantly in Australian dollars and Euros.
Any adverse change in currency could have a material impact on TPE´s financial performance and future prospects of the business.

Poppy seed price volatility

Poppy seed is a commodity based product the price of which varies in response to supply and demand. The revenue derived from poppy seed
contributes to a proportion of the cost of the raw material and hence contributes a material amount to TPE’s revenue and profit. The poppy
seed market can be volatile and pricing can change rapidly. This volatility, in combination with €/AUD foreign exchange changes, could have a
material impact on TPE’s ability to compete and may impact the financial performance and future prospects of the business.

Poppy seed purity

Some countries, including the Czech Republic, are lobbying the EU to decrease the residual poppy straw dust (morphine content) in poppy
seed. This would restrict the importation of poppy seed from high alkaloid countries, such as Australia and Spain. Should the EU accede to
these demands the cost of purifying poppy seed could materially change. This may have a material impact on TPE’s ability to compete and
may impact the financial performance and future prospects of the business.

API expansion and product
recalls

When TPE expands into API manufacturing, the regulatory requirements for selling product will increase above the already significant
regulatory hurdles. Product produced at an API level must be fit for human consumption and any manufacturing, documentation or
regulatory errors will increase the risk of an adverse financial outcome including that associated with a pubic recall and enforcement actions.
This may impact the financial performance and future prospects of the business.

Changes in tax rules or their
interpretation

Changes in tax law, or changes in the way tax laws are interpreted may impact the tax liabilities of TPE, Shareholder returns, or the tax
treatment of a Shareholder’s investment. In particular, both the level and basis of taxation may change. Tax law is frequently being changed,
both prospectively and retrospectively. Any actual or alleged failure to comply with, or any change in the application or interpretation of tax
rules applied in respect of such transactions, may increase TPE’s tax liabilities or expose it to legal, regulatory or other actions.

Litigation

In the ordinary course of business, TPE may be involved in possible disputes. These disputes could give rise to litigation. While the extent of
any disputes and litigation cannot be ascertained at this time, any dispute or litigation may be costly and may adversely affect the operational
and financial results of TPE.
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Key Risks (cont.)
Counterparties

There is always a risk that, notwithstanding appropriate safeguards, a party with whom TPE has dealings may experience financial or other
difficulties which may affect that party’s ability to perform its obligations to TPE. This may affect the value of, and returns from, an investment
in Shares.

Absence of dividends

The Board has yet to establish a dividend policy, and does not expect to pay dividends in the near term. While TPE continues to expand its
business operations, TPE expects to continue to reinvest in its growth rather than distribute profits in the form of dividends. The ability of TPE
to pay any dividend in the future is dependent on many factors. The Directors do not give any assurance regarding the payment of dividends
in the future.

Additional requirements for
capital

The future capital requirements of TPE will depend on many factors including its business development activities. Should TPE seek to raise
further funds, there can be no assurance that additional financing will be available when needed or, if available, on terms acceptable to TPE.
Any inability to obtain additional finance, if required, may have a material adverse effect on TPE’s business and its financial condition and
performance. Further, any additional finance raised may dilute Shareholders’ interests in TPE.

Force Majeure

Events may occur within or outside Australia that could affect investor sentiment or impact upon the global and Australian economies, the
operations of TPE and the price of the Shares. These events include acts of terrorism, an outbreak of international hostilities, fires, floods,
earthquakes, labour strikes, civil wars, natural disasters, outbreaks of disease or other man-made or natural events. These events can have an
adverse effect on the demand for TPE’s goods and services and its ability to conduct business. TPE has only a limited ability to insure against
some of these risks.

Insurance

TPE insures its business and operations. However, TPE’s insurance may not be of a nature or level to provide adequate insurance cover to
insure against the occurrence of all events that may impact on the operations of TPE. The occurrence of an event that is not covered or fully
covered by insurance could have a material adverse effect on the business, financial conditions and results of TPE.

Market access

If TPE expands into API manufacturing, restrictions imposed by some countries on the sale of APIs which have not been manufactured in that
country or region may impact TPE’s ability to compete. If TPE cannot compete successfully, this would impact TPE’s financial performance and
future prospect.

Manufacturing

TPE operates a manufacturing facility. Breakdown of critical equipment may have a negative impact on TPE’s financial performance and future
prospects of it business.
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Foreign Jurisdictions Restrictions
This document does not constitute an offer of new Shares of TPE (New Shares) in any jurisdiction in which it would be unlawful. In particular, this document may not be
distributed to any person and the New Shares may not be offered or sold, in any country outside Australia except to the extent permitted below.
New Zealand
This document has not been registered, filed with or approved by any New Zealand regulatory authority under the Financial Markets Conduct Act 2013 (FMC Act).
The New Shares are not being offered to the public within New Zealand other than to existing shareholders of TPE with registered addresses in New Zealand to whom the offer
of these securities is being made in reliance on the Securities Act (Overseas Companies) Exemption Notice 2013.
Other than in the entitlement offer, the New Shares may only be offered or sold in New Zealand (or allotted with a view to being offered for sale in New Zealand) to a person
who:
1. is an investment business;
2. meets the investment activity criteria specified in clause 38 of Schedule 1 of the FMC Act;
3. is large within the meaning of clause 39 of Schedule 1 of the FMC Act;
4. is a government agency or
5. subscribes, or has subscribed, for securities that have a minimum amount payable of at least NZ$750,000
NOT FOR RELEASE OR DISTRIBUTION IN THE UNITED STATES
This document may not be distributed or released in the United States This document does not constitute an offer to sell, or a solicitation of an offer to buy, any securities in
the United States. The New Shares have not been, and will not be, registered under the US Securities Act of 1933, as amended (US Securities Act), or the securities laws of any
state or other jurisdiction of the United States. The New Shares may not be offered or sold directly or indirectly, to persons in the United States or to persons acting for the
account or benefit of a person in the United States, except in a transaction exempt from, or not subject to, the registration requirements of the US Securities Act and applicable
US State securities laws

[ 37 ]

